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A  thousand  issues  later  . . . 

After  44  years'  service  at  this  magazine,  more  than  37 
of  those  as  editor,  I  will  be  shedding  my  editorial 
responsibilities  on  Dec.  3*1,  to  be  succeeded  by  our 
brilliant  managing  editor,  Bill  Baldwin.  My  sadness  in 
handing  over  will  be  tinged  with  relief:  After  putting  to 
bed  more  than  1 ,000 — that's  right,  one  thousand — 
issues  of  Forbes,  I  have  done  that  long  enough. 

Since  the  announcement  appeared  in  the  Wall  Street 
Journal  and  elsewhere  I  have  received  many  wonderful 
E-mails  and  letters,  some  from  old  friends  I  have  not  seen] 
in  years.  In  time  I  will  respond  to  every  one  but  there  is 
one  E-mail  I  would  like  to  share  with  our  readers. 
The  letter  is — so  help  me — unsolicited  and  from 
a  reader  I  have  never  met.  It  reads  in  part: 

Despite  being  an  avid  Forbes  reader  and  subscriber 
for  20  years,  my  first  letter  to  the  editor  comes  upon 
news  of  the  editor's  retirement  from  his  post.  The 
Forbes  philosophy  comes  through  as  tight  composi- 
tion, exciting  English,  and  pertinent,  pithy  facts  which 
built  a  story  meant  to  be  read,  meant  to  inform,  and 
meant  to  have  a  conclusion.  Forbes  made  sure  our 
time  wasn't  wasted. 

Each  Forbes  article  caught  the  eye  in  some  way, 
with  a  headline  which  grabbed  the  busy  business- 
person  promising  a  benefit  if  only  we'd  invest  our 
reading  time,  delivered  on  the  promise  of  story,  con- 
tent, and  conclusion  which  improved  our  business 
perspective  issue  after  issue.  And,  issue  after  issue,  I 
was  awed  by  the  power  of  English  and  tight  editing. 
Somehow  I  could  never  read  Fortune,  Business  Week  or 
Time  after  starting  Forbes.  I  always  called  Forbes 
"myM.B.A." 

Somewhat  immodestly,  I  cite  this  E-letter  because  it  gives 
me  assurance  that  I  have  achieved,  at  least  in  part,  what  I 
had  hoped  to  achieve  at  this  magazine. 

On  Ian.  1,  1999  I  will  be  exchanging  my  editorship 
for  the  position  of  Group  Vice  President/Editorial  at 
Forbes  Inc.  and  will  take  on  the  challenging  job 
of  moving  what  that  reader  called  the  Forbes  philosophy 
into  new  media  ventures. 


Q^  (U-  9^^. 


Editor 
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Edited  by  Susan  Adams 

The  REIT  wreck 

"The  unstoppable  reit  juggernaut" 
read  the  headline  on  our  Dec.  29, 
1997  cover  story  on  booming  real 
estate  investment  trusts.  We  stick  by 
our  forecast  that  public  ownership  is 
an  unstoppable  trend  in  commercial 
real  estate.  But  our  timing  was  bad. 
From  its  peak  at  the  end  of  last  year, 
Morgan  Stanley's  REIT  index,  which 
measures  total 


"aveyou  uWa|ed 
yow  Portfolio, 


returns  of 

more  than  100  companies,  has  fallen 
21%,  while  the  s&P  500,  in  spite  of  the 
summer  crash,  is  up  2.3%. 

-Stephane  Fitch 

A  generous  offer? 

In  May  Forbes  warned  investors  to 
beware  of  Triarc.  It  is  controlled  by 
shrewd  dealmakers  Nelson  Peltz  and 
Peter  May,  who  have  a  habit  of  treat- 
ing shareholders  shabbily.  In  getting 
control  of  the  old  American  Can  Co. 
and  selling  it  to  French  interests  in  the 
late  1980s,  the  partners  gave  their 
public  shareholders  the  short  end  of 
the  stick  (May  18). 

Now  they  are  offering  to  take  share- 
holders to  the  cleaners  again.  Last 
week  Peltz  and  May  offered  to  buy 
out  the  public  shareholders  of  Triarc, 
a  collection  of  businesses  including 
Arby's  and  Royal  Crown  Cola.  But 
in  September  they  announced  Triarc 
was  taking  big  charges  in  the  third 
quarter.  In  an  already  weak  market, 
that  news  ultimately  brought  the 
stock  down  to  $13,  a  50%  drop  since 
March.  Pelt/  and  May,  Triarc's  chair- 
man and  president,  respectively,  sud- 


Salvaging  an  abandoned  railroad  b 
means  of  a  White  Motor  Truck  has 
met  with  unbounded  success  in 
South  Dakota.  With  a  flatcar  as  a 
trailer,  it  averaged  108  miles  a  day 


20  years  ago  in  Forb 

October  2,  19 

"Even  the  white  elephants  are  stirrin 

Forbes  commented  last  year  (Dec 

1977)  after  studying  scores  of  th 

investment  disasters  called  real  est 

investment  trusts  (reus).  True,  srr 

investors  had  lost  billions  in  reit  stoc 

following  their  collapse  in  1973,  but  [\ 

discovered  that  in  1977  "some  very  srru 

big  investors  now  expect  to  make  millic 

in  them.  .  .  .  Will  these  stirrings  becomt 

stampede?  Hardly.  "This  is  not  the  end 

reus'  troubles,"  analyst  Kenneth  Campb 

[Audit  Investment  Research]  cautioi 

"They  are  still  speculations,  but  now  y 

can  at  least  call  them  'breathing'  specu 

tions."  Booster  Henry  Wilf  [Dre> 

Burnham]  has  no  such  reservations:  "I 

buying  gold  at  50  cents  on  t 

dollar,"  he  say 

10  years  ago  in  Forbe 

November  14,  198 

Developed  largely  with  nbc's  risk  capita 

The  Cosby  Show  became  one  of  the  mo 

successful  sitcom  series  in  tv  history.  La 

month  Cosby  entered  syndication  on  riv. 

independent  stations  around  the  countr 

putting  nbc  in  the  unhappy  position  c 

being  fought  and  sometimes  beaten  wit 

its  own  product.  .  .  .  Regulations  enacte 

by  the  Federal  Communication 

Commission  in  1970  bar  abc,  nbc  and  cb 

from  sharing  in  the  syndication  proceed 

of  the  programs  they  broadcast.  ...  I 

1990  [a]  ten-year  consent  decree  wi 

expire,  giving  the  networks  the  right  t 

produce  and  own  all  their  prim 

time.  It  would  seem  [the  best  move 

is  for  the  syndicators  to  inviti 

the  networks  back  to  the  party 

-Edited  by  Dolores  Latanioti: 
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You're  wondering  what's  going  on  in  the  energy  industry. 

fhere  are  rumors,  speculation  and  more  articles  than  you  want  to  read. 

! 

n  this  time  of  indecision  and  change,  how  do  you  know 

As  one  of  the  most  widely  held  stocks  in  America 

>our  energy  company  has  the  financial  stability  to  go  the  distance?  °  ^3^^*^ 

Southern  Company  is  ahead  of  the  pack. 


tp    www.southernco. 


Lose  some  wait. 


Carpe  Scheduium:  A  short 
course  on  the  subject  of 
time  (yours),  and  jet 


.  ur  FlexJet  Fractional 
'Ownership  program 
puts  control  of  your  schedule 
back  where  it  belongs:  with  you. 
Now  you  can  own  as  much  of 
a  Learjet  or  Challenger  business 
jet  as  you  need;  for  extremely 
busy  people  (that's  you), 
direct  from  the  manufacturer 
(that's  us).  For  as  little  as 
$175,000  per  year*  To  learn 
more,  give  us  a  toll-free  call 
at  1-800-FLEXJET  (353-9538). 
No  need  to  wait  any  longer. 
As  we  like  to  say,  we're  ready 
when  you  are. 


AEROSPACE 


A  lifetime  of 
wise  investments 


This  inspiring  new  biography 
explores  the  life  and  achievements 
of  Sir  John  Templeton,  who,  after 
one  of  the  most  successful  careers 
in  Wall  Street  history,  has  devoted 
his  retirement  to  the  cause  of 
"—  inanity's  spiritual  progress. 


Robert  L   HBrPn 


■  I 


L 


recommend  this  book 
Ml  who  will  strive  to 
'late  this  fine  man." 

vtor  Oiuun  G.  Hatch 


[-890151  00-9,  $19.95 

Templeton  Foundation  Press 

A  new  vision  of  spiritual  progress 

lblc  at  bookstores  now  or  call        00  621-2736  for  ordering  information, 
www.templ    i  m  ore,  'press 

lo  order  ,i  lice  subscription  to  o  ir  newsletter  write:  I  IF  Newsletter, 
i   Box  8322,  Radnor,  PA  L9087-8322  oi  email  as  at  info@tcmplcton.org 


denly  offered  shareholders  a  premi 
um  of  37%,  or  $18  a  share,  to  the 
deflated  market  price. 

Do  Peltz  and  May  know  something 
the  public  doesn't?  Certainly  they're  ir 
a  better  position  than  the  public  is  tc 
assay  Triarc.  Last  year  Triarc  bough' 
Snapple  Beverage  Corp.  from  Quakei 
Oats  for  a  bargain  price.  Triarc  ma) 
reap  substantial  rewards  from  Snappk 
over  the  next  few  years.  Did  Peltz  anc 
May  decide  they  wanted  all  those 
good  things  for  themselves?  They 
aren't  commenting,  but  given  their 
record,  public  shareholders  might  be 
well  advised  to  say  no  thanks  to  the 
buyout  offer. 

-Phyllis  Berma> 

Spinout 

We  cited  Waltham,  Mass.-basec 
Thermo  Electron  (Oct.  9,  1995)  foJ 
its  nifty  strategy  of  "spinning  out' 
minority  shares  of  subsidiaries  to  the 
public  to  raise  capital  for  promising! 
new  ventures.  The  then-39-year-olc 
company,  which  makes  biomedica 
and  other  analytical  instruments,  hac 
returned  an  average  of  30%  a  year. 
Thermo  is  having  a  bad  year,  anc 


Thermo  Electron's  chief,  George  Hatsopoulos 
Will  his  flickering  stock  come  roaring  bac  j 


its  shares  have  dropped  67%  since  Jan 
uary.  A  bit  drastic,  considering  tha 
earnings  for  the  six  months  endec 
July  4  rose  7%,  to  $75.5  million 
Chief  Executive  George  Hatsopoulo: 
is  now  reining  in  his  spinout  strategy 
and  plans  to  combine  his  company': 
23  spinoffs  into  a  more  manageable 
15.  Thermo  will  get  hot  again. 

-Brett  Nelson  ■ 
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1/  you're  betting  your  children's  future 
on  your  investment  portfolio, 

IT'S  TIME  TO  HEDGE  YOUR  BET! 


Arc  you  (ca  vour  parents)  age  60  or  over?  Are 
you  worth  $2  million  or  more.'  Do  you  have  cash 
you  do  not  need  to  preserve  your 
current  life  style  or  assets  you  can 
reallocate?  Do  you  want  to  protect 
vour  portfolio  from  the  inevitable 
disaster  ol  i  stock  market  crash.'  Do 
you  want  to  optimize  the  value  of 
vour  estate  tor  the  benefit  oi  your 
heirs  and  charities'  Barry  K.ive,  best 
selling  author  and  wealth  creation, 
preservation  and  optimization  specialist  says, 


"If  your  answers  to  these  questions  are  yes,  it's 
downright  folly  not  to  completely  diversify  your 
portfolio  and  protect  your  investments. 
USING  LIFE  INSURANCE,  THE 
ONE  INVESTMENT  ALTERNATIVE 
THAT  MAY  PAY  MORE  THAN 
ANY  ASSET,  you  can  leave  your  heirs 
more  than  you  dreamed  possible.  It's 
really  simple.  YOU  BUY,  YOU  DIE, 
IT  PAYS.  FROM  THE  FIRST  DAY, 
WHETHER  YOU  DIE  TOMORROW, 
NEXT  YEAR  OR  17  YEARS  FROM  NOW!" 


LIFE  INSURANCE  CAN  BEAT  ANY  INVESTMENT 
WHETHER  YOU'RE  WORTH  $10  MILLION  OR  $100  MILLION! 


I 

1 

$10  MILLION 

*■  GROWS  TO   - 

ESTATE  TAX  = 

:  NET  TO  HEIRS           ASSETS 

$100  MILLION 

"GROWS TO  - 

ESTATE  TAX  = 

:  NET  TO  HEIRS 

$1  million 

$1  million 

$550,000 

$450,000      Cash  -  CDs  -  T-Bills 

$10  million 

$10  million 

$5.5  million 

$4.5  million 

$1  million 

$1  million 

$550,000 

$450,000        Municipal  Bonds 

$10  million 

$10  million 

$5.5  million 

$4.5  million 

$2  million 

'    $14  million 

$7.5  million 

$6.5  million    Blue  Chip  Stock  @12% 

$20  million 

$137  million 

$75  million 

$62  million 

$2  million 

$16  million 

$8.8  million 

$7  2  million    .Mutual  Funds  @  13% 

$20  million 

$160  million 

$88  million 

$72  million 

$2  million 

|    $10  million 

$5.5  million 

$4.5  million      Real  Estate  @  10% 

$20  million 

$101  million 

$55  million 

$46  million 

$2  MILLION 

$10  MILLION 

$0 

$10  MILLION     LIFE  INSURANCE 

$20  MILLION 

$75  MILLION 

$0 

$75  MILLION 

TH1>  IS  AN  EXAMPLE  OF  A  CLIENT'S  PORTFOLIO.  OTHER  RETURNS  AVAILABLE  FOR  ALL  AGES  AND  ESTATE  VALUES. 

All  figures  based  on  male  &  female,  age  70,  using  .i  last-to-die  life  insurance  policy  for  $20  million;  $15  million  buys  $75  million  at  age  70,  in  a  trust,  based 

nn  current  assumptions.  Can  he  financed  or  bought  on  an  annual  basis.  Remaining  $5  million  covers  ^ilt  tax,  based  on  3  children,  3  spouses,  7  grandchildren, 

annual  exclusions  an  J  future  $1  million  exemptions.  Compounded  annually  (10-1  1%)  based  on  17  year  life  expectancy.  Returns  can  he  smaller  or  larger 


•INI  FREE  PHONE  CALL  TO  800  DIE  RICH  CAN  SAVE  OR  CREATE  A  FRRTONE 


iill  n<  »w  for  a  FREE  COPY  erf  Barry  Kaye's 

6-page  report,  Clinton  Increased  Your 

4600,000  Exemption  To  $1   Million  - 

^farry  Kaye  Can  Effectively  Increase  It 

g  Jp  To  $20  Million. 

|  ie  sure  to  request  a  FREE  CUSTOMIZED 
PROPOSAL.  Or  ask  for  a  FREE  CON- 
SULTATION WITH  AN  ASSOCIATE, 
ther  in  person  or  on  the  phone.  THERE 
I S  NEVER  A  CHARGE  TO  YOU! 


If  you  want  to  know  more,  send  for  Barry 
Kaye's  3-hour  video  seminar,  Make  Millions 
Save  Millions.'  and  his  revolutionary  new 
book,  The  Investment  Alternative. 


book  & 

VIDEO 


$132.50  value 


only 

72 


CALL  NOW! 


800  DIMIICH 13437424! 


Add  S&H  S4.10  and  ST  where  applicable.  MC  &  VISA  accepted 


Barry  Kaye  Associates® 

j£  H  Wealth  Creation,  Optimization  &  Preservation  Specialists 

31  Wealth  Creation  Centers® 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 

(800)  662-5433  (310)277-9400  FAX  (310)282-0775 

www.barrykaye.com 

©1998  Barry  Kaye  Associates  an  1  Wealth  Creation  Centets" 
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What's  worrying  top  executives/edited  by  Katarzyna  Moreno 

Success  secrets  of 
the  successful  ^ 


By  Adrienne  Sanders 


"My  mother 
sent  my 
sisters  and 
me  to  the 
church  soak- 
ing in  garlic 
to  subdue 
the  incense." 


Anita  Roddick 

Founder 

The  Body  Shop 


Entrepreneurs  are  people 
with  exceptional  drive.  What 
gives  them  that  drive?  We  ask 
a  number  of  them: 


Jim  Clark 

Founder  and  Chairman 
Netscape  Communications  Corp. 
I  was  a  high  school  dropout.  I  picked  up 
my  motivation  when  I  enlisted  in  the 
Navy.  Most  of  the  enlisted  men  were 
either  high  school  dropouts  or  had  high 
school  degrees.  I  met  guys  who'd  been  in  the 
Navy  25,  30  years.  I  could  see  where  my  own 
life  could  end  up,  and  I  decided  to  get  an 
education. 

I  began  to  take  correspondence  courses  and 
study  and  study.  I  took  English  and  calculus 
and  got  A's.  And  from  that  point  on,  I  was 
not  satisfied  unless  I  got  one  of  the  top  grades 
in  the  class.  Then  it  just  kind  of  built  on  itself. 
Suddenly  I  was  getting  an  undergraduate 
degree,  and  I  thought,  hey,  I  can  do  what 
these  professors  do,  so  I  got  a  Ph.D.  in  com- 
puter science.  From  then  on  I  just  kept  striv- 
ing, and  striving 


Leonard  Stern 

Chairman  and  Chief  Executive 
Hartz  Group 

I  was  always  sure  I  was  going  to  be  successful 
in  business.  This  confidence  came  from  my 
father.  I'd  walk  into  his  office  with  a  problem 
and  he\i  sit  down  and  say  to  me:  "Look 
Leonard,  you're  smarter  than  the  other  guy, 
you'll  figure  it  out.   . .  " 

That  supports  •    attitude  gave  me  drive  and 
courage. 


Anita  Roddick 

Founder 
The  Body  Shop 

My  determination  comes  from  being  an  out- 
sider. Mine  was  the  first  Italian  immigrant  fam- 
ily in  a  tiny  working-class  town  in  England.  We 
smelled  different,  we  looked  different.  My 
mother  taught  me  how  to  sabotage.  She  hated 
the  Catholic  priest,  who  didn't  want  to  give 
my  dad  a  Catholic  burial,  so  my  mom  sent  my 
sisters  and  me  soaking  in  garlic — squashed  in 
our  hair,  in  our  thumbs — to  subdue  the 
incense  in  the  church. 

Later,  I  sabotaged  the  cosmetics  industry. 

Bill  Bartmann 

Founder  and  Chairman 
Commercial  Financial  Services 
My  sister-in-law  was  a  motivating  factor.  She 
didn't  like  me.  She  didn't  want  me  to  date  her 
little  sister  because   I  wasn't  good   enough. 
And  quite  frankly,  she  was  absolutely  right  at  J 
that  time — I  was  a  high  school  dropout.  But 
it  just  absolutely  infuriated  me  and  I  wanted 
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Should  I  sell? 


Or  is  now  the 
right  time  to  buy? 


When  is  the  best  time  to  invest? 


WHAT  DO  YOU  DO  WHEN  THE  MARKETS  ARE  SO  UNCERTAIN?  Remember 
thai  equity  investment*  are  for  the  long  term.  So  even  if  the  market  is 
volatile,  it's  .ilw.ivs  the  right  tim<  to  invest  for  long-term  growth, 
ider  the  Dreyfus  Disciplined  Stock  Fund.  It  invests  primarily  in 
large,  high-quality  companies  and  employs  a  three-step  investment 
process  that  seeks  to  outperform  the  S&P  5°°  Index  and  manage  risk 
in  all  market  conditions.  I  his  fund  just  may  be  the  answer  to  your 
us    DREYFUS.  RULE  YOUR  KINGDOM. 

DREYFUS   DISCIPLINED  STOCK   FUND 


*****  MORNINGSTAR  RATING 


OVERALL  RATING  AMONG  2.603  DOMESTIC  EQUITY  FUNDS  AS  OF  8.31.98 


TO  FIND  OUT  MORE,  CALL  YOUR  FINANCIAL 
ADVISOR  OR  CALL  US  AT  1-800-443-9793x4563 


Efrreyfus 


all  for  a  Prospectus  containing  complete  information  including  charges  and  expenses.  Please  read  it  carefully  before  you  invest. 
JSt  performance  is  no  guarantee  of  future  results.  Share  price  and  investment  return  fluctuate,  so  redemption  value  may  be  mo:':  or  less 
an  original  cost.  Momingstar  proprietary  ratings  reflect  historical  risk-adjusted  performance.  They  are  subject  to  change.every  month.  Ratings 
e  calculated  from  the  funds'  3-,  5-  and  10-year  (as  applicable)  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with 
jpropriate  fee  adjustments,  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  The  Fund's  3-,  5-  and  10-year 
orningstar  ratings  as  of  8-31  -98  each  were  five  stars  out  of  2,603,  1 ,520  and  710  domestic  equity  funds,  respectively.  The  top  10%  of  the 
nds  in  a  ratings  universe  receive  five  stars.  ©1998  Dreyfus  Service  Corporation,  Broker- Dealer.  Premier  Mutual  Fund  Servoes,  Inc.,  Distributor. 


my  mind 


"My  parents 
were  pushing 
me  to  the 
priesthood, 
but  I  didn't 
even  want  to 
be  a  product 
manager  for 
Microsoft." 


Joseph  Liemandt 
Founder 
Trilogy  Software 


to  prove  to  this 
lady  that  she  was 
wrong. 

So    I    got    my 
high    school   GED 
and  went   to   col- 
lege.    I    put    her 
name  on  a  five-by- 
seven    index    card    and 
taped  it  on  the  wall  directly  at  eye 
level.  Every  night  I  would  raise  my 
head  and  see  her  name  and  that 
would  make  me  want  to  put  my 
head  back  to  work. 

Katrina  Game tt 

Founder  and  Chief  Executive 

CrossWorlds  Software 

I  am  one  of  identical  twins.  Wouldn't  that 

make  you  want  to  excel? 

Ruth  Fertel 
Founder  and  Chairman 
Ruth's  Chris  Steak  House 

When  I  was  a  kid,  I  grew  up  in  the  country  in 
a  neighborhood  of  many  boys,  no  girls.  I  was 
trying  to  keep  up  with  the  boys  or  beat  them 
at  their  own  games.  I  still  try  to  beat  the  boys 
in  business.  I'm  very  competitive. 

Debra  Streicker-Fine 

President 
Interactive  Media 

I  grew  up  in  a  small  town  in  Indiana  and  peo- 
ple there  thought  it  was  very  strange  for  a 
woman  to  have  a  vision  to  start  a  business. 
They  thought  I  should  get  married  out  of  high 
school  like  everybody  else.  Being  entrepre- 
neurial was  looked  down  on. 

I  was  driven  to  prove  to  all  these  people  that 
they  were  wrong. 

Joseph  Liemandt 

Founder  and  Chief  Executive 
Trilogy  Software,  Inc. 

My  parents  were  pushing  me  very  hard  to 
enter  the  priesthood  when  I  was  a  kid.  My 
dad  had  money  but  he  didn't  leave  any  of 
it  for  the  kids.  The  only  way  you  would  be 
part  of  the  inheritance  was  if  you  entered  a  reli- 
gious order. 

I  wasn't  cut  out  to  be  a  priest  but  I  was 
driven  by  independence.  I  didn't  even  want 
to  work  for  a  corporation,  like  being  a  prod- 
uct manager  for  Microsoft.  I  wanted  to  create 
my  own  team  of  people,  so  I  started  my 
company. 


Kevin  O'Connor 

Founder  and  Chief  Executive 
DoubleClick  Inc. 

My  driving  force  was  Thomas  Edison.  My  best 
childhood  memories  are  Thursday  nights  in 
Detroit,  going  out  on  garbage  night,  picking 
up  old  TV  sets  and  radios,  ripping  them  apart, 
getting  all  excited  about  what  I  was  going  to 
discover.  I  always  knew  that  when  I  grew  up  I 
was  going  to  take  technology  and  create  new- 
fangled things. 

Kenneth  Tuchman 

Founder 
TeleTech 

My  motivation  is  genetic.  I  come  from  a  fami- 
ly that  has  an  incredible  work  ethic.  I  am  a| 
Jewish  overachiever.  When  I  was  12,  I  said  to 
my  dad:  "When  do  I  get  my  first  allowance?" 
He  said:  "When  you  get  a  job."  So  I  got  a  job 
the  following  day  at  a  bicycle  store,  and| 
became  their  number  one  salesperson. 

I'm  a  finisher  in  a  society  of  starters.  I  want 
to  see  something  through  and  get  a  sense  of 
completion.  I  have  this  vision  that  is  constant- 
ly evolving  in  my  head.  I  go  to  sleep  thinking 
about  it,  and  wake  up  thinking  about  it,  and 
have  the  shower  beating  me  on  the  back  while 
I  am  thinking  about  it. 

Nick  Hodges 

Chief  Executive 

London  International  Group 

It  was  a  boring  job  that  gave  me  the  drive.  I 

was  an  optician  by  training.  All  my  friends 

were  getting  jobs  in  sales  and  marketing  with 

all  the  buzz,  and  I  looked  destined  for  a  career 

in  the  same  premises,  in  the  same  town  for  a; 

long,  long  while. 

So  I  went  into  marketing  and  sales  and  never  | 
looked  back. 


Fernando  Fspuelas 

Founder 
StarMedia,  Inc. 

When  I  was  29  I  went  on  vacation  trekking  in 
Nepal.  I  watched  tiny,  old  women  climbing  up 
mountains  in  flip-flops,  carrying  huge  bundles 
I  thought:  "Oh  my  God,  if  they  can  accom- 
plish this  day  by  day,  then  I  can  do  anything.' 
I  literally  started  to  run  up  the  mountain  feel- 
ing euphoric.  I  started  to  think  I  could  create 
a  big  company  on  the  Internet  for  Latir 
America,  which  nobody  thought  would  work. 
I  came  back  from  Nepal,  quit  my  job  as  man 
aging  director  of  marketing  for  Latin  America 
at  AT&T,  and  started  my  company.  ■ 


What's  on  your  mind:  Tell  I  he  world.  Go  to  our  new  On  My  Mind  forum  in  the  Forbes 
Digital  Tool  at  http;/   w    \\. torbes.com/mind,  or  E-mail  us  at  mind@forbes.com. 
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No  matter  which  corner  of  the  w< 


/ou  re  in. 


I  &  SunAlliance  I 
ember  of  the  worldwide 


Royal  & 


www.royalsunalliance.com 
nee  Group  pl^ 


SUNALLIANCE 


Providing  commercial  property  and  casualty, 
personal  and  specialty  insurance  coverages 


say 

readers@forbes.com 

Click  till  you  drop 

Sir:  Re  "Welcome  to  my 
store"  (Oct.  19,  p.  1401 
Electronic  stores  aren't 
going  anywhere.  Click  an 
icon,  the  wrong  product 
comes  up.  Try  to  order, 
the  order  page  lacks  the 
right  information  .Want  to 
send  a  query?  No  E-mail 
link.  Slow,  cumbersome 
downloading  is  also 
common.  I  much 
prefer  a  catalog  so  I 
can  flip  through  the 
pages. 

A  lot  of  compa- 
nies have  rushed 
into  Web  sales.  So 
far,  most  just  irritate 
customers. 
-Fred  Camfield 
Vicksburg,  Miss. 


Social  insecurity 

Sir:  Re  "Chopping  the 
family  tree"  (Oct.  5,  p.  86). 
Your  anti-Social  Security, 
anti-Medicare  article  is  so 
ill-conceived  it  takes  my 
breath  away.  Lots  of 
people  in  nursing  homes 
have  Alzheimer's  or  other 
dementias.  How  much 
better  off  would  we  be  if 
finances  forced  them  out  of 
nursing  homes?  Wouldn't 
the  stress  of  24-hour  family 
care  kill  the  caregiver? 

One  reason  for  Social 
Security's  popularity  is 
that  neither  parents  nor 
adult  children  wish  to  be 
forced  to  live  together  by 
finances.  Killing  Social 
Security  wouldn't  improve 
family  togetherness — that 
comes  from  the  heart. 
-Edith  H.  Konopka 
Westfield,  N.J. 

Sir:  Medicare  only  pays 
tor  short-term  nursing 
home  stays.  Medicaid 
overs  long-term  stays — 
c>8%  of  total  payments  to 


homes,  versus  Medi- 
care's 9%. 
-Tricia  Dams 
Office  of  Inspector  General 
U.S.  Department  of 
Health  &  Human  Services 
Washington,  D.C. 


Lost  jobs 


Sir:  Re  "Too  little 
and  probably  too 
late"  (Oct.  5, 
p.  70).  Your 
assertion  that 
"NCR  lost  much 
of  its  traditional 
retailing  market 
to  PCs  from  companies 
like  Dell,  Sun  and 
Compaq"  is  not  true. 
NCR's  strength  in  the  retail 
market  is  based  upon 
point-of-sale  equipment 
(like  scanners).  Our  main 
competitors  include  IBM 
and  Siemens  Nixdorf. 

We  have  to  travel  a  bit 
further  to  reach  [our]  goals. 
When  we  do — despite  the 
sarcasm  of  your  headline — 
it  will  not  be  too  late. 
-Lars  Nyberg 
Chief  Executive  Officer- 
NCR  Corp. 
Dayton,  Ohio 

Sir:  You  are  in  fact  correct 
that  NCR's  revenues  have 
declined  since  1994.  But 
that's  when  it  exited  the 
PC  business,  which  you  fail 
to  mention.  There  is  a 
time-proven  causal  rela- 
tionship between  ceasing 
to  compete  in  a  given 
market  and  revenues 
declining. 

-James  R  Sternberg 
Marietta,  Ga. 

Divining  Drucker 

Sir:  Re  "Management's 
new  paradigms"  (Oct.  5, 
p.  152).  Peter  Drucker 
states  that  the  idea  that 


Sir:  Re  "The  road  to  ruin — services"  (Digital  rules,  Oct.  12, 
p.  39).  Honestly,  Steve  Jobs  is  not  what  the  industry  needs 
right  now.  He  did  two  bold  things:  killed  clones  and  aban- 
doned the  Newton  line,  [the  latter]  just  as  PalmPilot 
swooped  in  to  claim  the  market.  What's  more,  his  recent 
decisions  haven't  required  much  revolutionary  thinking. 
Hmm  . . .  simplify  the  product  line.  Who  could  have  seen 
that  coming? 

Perhaps  Jobs'  moves  weren't  blunders  on  the  colossal 
scale  of  Fairchild  Semiconductor,  IBM  or  GM.  But  only 
time  will  tell. 
-Mathew  Hennessy 
Brooklyn,  N.Y. 


there's  "only  one  right 
way"  to  manage  a  business 
is  "totally  at  odds  with 
reality"  because  managers 
find  themselves  in  many 
different  situations.  But  he 
then  suggests  that  for  each 
situation  there's  just  one 
perfect  management 
structure.  The  truth  is, 
with  the  right  person,  any 
sensible  technique  will  do. 
It  is  the  exceptional  indi- 
vidual, that  rare  person 
with  a  driving  need  to 
shake  up  the  status  quo, 
who  generates  success  in 
business. 

-Peter  H.  Engel 
Los  Angeles,  Calif 

Sir:  Drucker's  piece  reads 
as  if  it  was  written  in  1978 
rather  than  1998.  In  the 
1960s  we  dismissed  the 
notion  that  there  is  only 
one  right  way  to  manage. 
We  abandoned  the  one- 
size-fits-all  view  of  organi- 
zation design  in  the  mid- 
1970s.  And  we  dropped 
the  role  of  national 
boundaries  in  defining 
the  organization's  reach  in 
the  late  1970s.  So  what's 
new  in  his  article? 
-Stephen  P.  Robbins 
Seattle,  Wash. 

Cash  is  king 

Sir:  You  should  find  a  way 
to  factor  in  liquidity  in  your 


annual  list  of  America's 
richest  people  ("The 
Forbes  400,"  Oct.  12, 
p.  165).  No  way  can  Bill 
Gates  get  close  to  $58 
billion  for  his  stock. 
Microsoft  trades  at  almost 
70  times  earnings  and  20 
times  book.  Berkshire 
Hathawav,  the  source  of 
Warren  Buffett's  $29  bil- 
lion, trades  at  23  times 
earnings  and  2  times  book. 
Wouldn't  Buffett  have  an 
easier  time  cashing  in? 
-Ken  Phillips 
Roseville,  Calif. 


Warren  Buffett 

Billionaire  in  stock  certificates. 


LaSalle  who? 

The  private  firm  featured  in 
"Stiffing  the  creditor"  (Oct. 
5,  p.  57)— 203  N.  LaSalle 
Street  Partnership — is  not 
affiliated  with  LaSalle  Part- 
ners Inc.,  a  publicly  traded 
real  estate  company.       ■ 

Letters  should  include  the  author's 
address  and  phone  number. 
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Warning: 


J\ 


By  not  future-proofing  your  data  communications  applications, 
you'll  soon  be  able  to  embark  on  a  new  and  exciting  career 
with  great  advancement  opportunities. 


Can  you  say,  "Do  you  want  fries  with  that?" 


Yes 


ie  data  needs  of  your  company  are  changing  faster  and  faster  every  day.  And  the  future  of  your  business  depends  on  how  well 
>u're  able  to  keep  up.  Only  Frontier  Communications'  Optronics  network  can  easily  meet  your  growing  requirements.  With  our 
quid  Bandwidth  provided  by  NEC's  SpectralWave™  optical  DWDM  system,  you  can  increase  your  bandwidth  virtually  on  demand, 
id  NEC's  four  fiber  ring-switching  technology  will  ensure  that  your  data  gets  where  it's  supposed  to,  safe  and  secure,  every  time. 

So,  give  us  a  call  at  1-888-66-FRONTIER,  and  let  us  guide  you  to 
ita  solutions  that  will  be  effective  both  today  and  tomorrow.  Or  have 
urself  sized  for  a  paper  hat. 


frontier 

*J  COMMUNICATIONS5 


www.nec.com 


irontiercorp.com 


GUIDING    YOU    EVERY    STEP    OF    THE    WAY. 


BEING  CHOSEN  AS   BARRON'S 
BEST  OVERALL  ONLINE  BROKER 


STRAIGHT  YEARS 


MIGHT  NOT  SOUND  LIKE  A  BIG  DEAL  . 


Until  you  realize  they've  only  been  doing  it 


FOR  1 

wM  ■■ 

JJ3 

|Pil 

We're  not  ones  to  brag,  but  when  a  leading  financial  magazine  names  us  the  best  overall  online  broker  three  years 
in  a  row,  we  gotta  tell  somebody  or  we'll  explode.  (This  would  not  be  pretty.)  Did  you  know  you  can  buy  and  sell 
online?  By  phone?  Or  that  you  can  get  instant  quotes  and  portfolio  updates?  Even  subscribe  to  our  coveted 
research  reports?  Impressed?  Don't  be.  There's  more.    f\|Cf  A\#FP  RPOIfFD Af*F 

www.discoverbrokerage.com  or  1-800-DISCOVER.      A  morgan  Stanley  dean  witter  company 


Barron's  Rates 
Discover  Brokerage 
Best  Overall 
Online  Broker  for  199b. 


Barron's  Rates 
Discover  Brokerage 
Best  Overall  Online 
Broker  for  1997. 


^ 


.Jarron's  Rates 
Sisco^r  Brokerage  Best 

for  1998. 


ODDLY  ENODGH,  GETTING  YOUR  SCHEDULE  STRAIGHT 
HELPS  YOU  KEEP  YOUR  PRIORITIES  STRAIGHT 
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It  fits  in  your  pocket.  It's  elegantly  simple.  The  Palm  III™*  connected  organizer  keeps 
names,  phone  numbers,  schedules,  memos,  and  e-mail  right  at  your  fingertips.  And 
HotSync*  technology  lets  you  exchange  all  that  information  back  and  forth  with  your  PC. 
You  can  even  personalize  your  organizer  with  thousands  of  available  applications.  Wherever 
your  life  takes  you,  your  Palm  III  organizer  can  come  along.  Palm  Computing-'  connected 
organizers  start  as  low  as  $249!  To  learn  more  visit  www.palm.com  or  call  1-800-861-2529. 


Connected  Organizer 


T 


More  connected." 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


RE  THAT  QUICK  RUNUP  IN  MORTGAGE  INTEREST  RATES 

It's  only  temporary.  To  preserve  margins,  lenders  reacted  to  the  dollar  turbulence  in  a  nano- 
second. But  the  trend  tor  interest  charges  is  downward.  Home-buyer  patience  will  be  rewarded. 

WHAT  TO  DO— NOW 


Thf  global  ECONOMIC  (  RISIS  is  spawning  the  plaint  that 
there  is  a  lack  of  leadership.  The  problem  is  that  none  of 
the  globe's  leaders  know  what  to  do. 
■  TIjc  Pacific  Rim.  The  Clinton/Gore  Administration 
learned  the  absolutely  wrong  lessons  from  Mexico's 
1994-95  peso  crisis  and  then  applied  them  to  the  Pacific 
Rim.  The  Administration  concluded  that  the  Treasury 
Department/International  Monetary  Fund  remedies  of 
devaluing  currencies  and  bailing  out  exposed  investors 
and  speculators  had  worked  in  Mexico.  In  reality,  the 
peso  collapse  impoverished  millions  „._ ^^^^^^^_ 
who  still  haven't  recovered  from  the 
blow,  even  though  Mexico's  exports 
have  risen  smartly. 

The  smoldering  ruin  of  the  once- 
vibrant  Pacific  Rim  is  devastating  testi- 
monv  to  the  destructiveness  of  those 
traditional  IMF  prescriptions  of  deval- 
uation and  tax  increases.  The  region's 
conflagration  was  made  worse  by  the 
tinder  of  speculative  capital  that  pre- 
ceded the  explosion.  No  one  had 
believed  Treasury  Chief  Rubin  when 
he  'said  that  money  managers  shouldn't 
consider  Mexico  a  precedent-setter;  hence,  that  bailout 
encouraged  excessive  what-me-worry?  flows  of  capital  to 
emerging  countries. 

Japan.  Our  usual  economic  advice  to  Tokyo  has  been 
to  increase  government  spending  and  lace  it  with  one- 
time tax  cuts.  We  also  admonish  Tokyo  to  remove  trade 
barriers  targeted  at  specific  industries. 

What  Japan  needs  is  permanent  Reaganesque  tax  cuts. 
These  would  give  people  the  incentive  to  take  risks  and 
produce  more.  Japan  has  a  particularly  destructive  capital 


Doyen  of  disaster:  IMF  boss'  ministra- 
tions leave  countries  stricken,  not  cured 


gains  tax  on  real  estate  that  the  U.S.  has  kept  mum  about. 
And  while  Washington  pays  only  occasional  lip  service  to 
deregulation,  Japan  needs  it  badly. 

We  have  never  forcefully  advocated  using  our  S&L  model 
for  revitalizing  Japan's  banking  industry.  Why  shouldn't  a 
government  entity  take  die  bad  loans  and  recover  what  it  can 
from  diem  while  letting  the  surviving  banks  move  forward? 
Today  Japanese  banks  are  trying  to  shore  up  crumbling  bal- 
ance sheets  instead  of  providing  new  capital.  Financial  dereg- 
ulation would  also  enable  Japanese  entrepreneurs  to  tap  new 
^^^^____^_  sources  of  capital.  Look  at  how  positive- 
ly Japan's  stock  market  responded  when 
the  government  moved  to  pump  liquid- 
ity into  Japanese  banks.  Japan  also  needs 
a  stable  monetary  policy.  The  Bank  of 
Japan,  for  the  most  part,  has  been 
destructively  deflationary  since  1989. 
■  Russia.  The  principles  of  growth — 
sound  money,  low  taxes,  the  rule  of  law 
and  nonbureaucratic  interference  in  the 
setting  up  and  running  of  businesses — 
have  been  routinely  violated,  even 
since  the  fall  of  communism.  Russia  is 
on  the  brink  of  an  immense  human  dis- 
aster, and  President  Yeltsin's  days  in  office  are  numbered. 
■  The  U.S.  The  Federal  Reserve's  inadvertent  tight 
money  policy  has  deepened  the  global  deflation,  sending 
commodity  prices  crashing  across  the  board.  The  Fed 
has  not  yet  grasped  the  fact  that  the  dollar  is  an  interna- 
tional currency.  Greenspan  &  Co.  must  aggressively 
pump  out  new  liquidity  so  that  the  price  of  gold  will 
once  again  reach  the  level  of  $350. 

When  will  Washington  wake  up  to  what  needs  to  be 
done — and  then  do  it? 


HERE'S  AN  INCENTIVE 

for  well-paid  IMF  bureaucrats  to  forswear  forever  prescribing  the  toxic  drug  of  deval- 
uation: Let  them  be  paid  in  the  currencies  of  the  countries  to  whom  they  give  advice, 
that  is,  in  Russian  rubles,  Thai  bahts,  Indonesian  rupiahs,  Mexican  pesos,  etc. 
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ENERGIZING  JAPAN 


Now  would  BE  an  especially  opportune  time  for  America 
to  propose  and  pursue  a  fundamental  free-trade  agree- 
ment with  Japan.  This  would  be  a  more  lasting,  positive 
approach  than  are  the  periodic  confrontations  over  specif- 
ic issues  such  as  autos,  chips,  foods  and  financial  services. 

The  time  may  be  ripe  for  such  an  initiative.  Japan's  post- 
World  War  II,  bureaucratically-guided  economic  modus 
operandi  is  clearly  failing.  The  old  ways  are  not  working 
anymore.  Japan's  economy  has  been  stagnating  for  eight 
years  and  is  now  sinking  into  an  ever-deeper  recession. 

Japanese  consumers  are  recognizing  that  they  are 
paying  outlandish  prices  for  many  products  and  services. 

STRIKE 

Starting  in  the  season  for  2000,  the  NCAA  will  change 
the  standards  for  the  size  and  weight  of  aluminum  bats  that 
can  be  used  in  college  baseball.  The  idea  is  to  make  metal 
bats  function  more  like  the  wooden  variety.  Why  not  go  the 
distance  and  simply  decree  a  return  to  the  wooden  variety? 
The  aluminum  bat  is  distortive  and  should  be  banned 
at  the  college  level.  Players  who  hit  well  with  it  do  not 


For  example,  the  country  still  has  what  are,  in  effect,  higl 
tariffs  on  wheat  and  imposes  nontariff  barriers  on  phail 
maceuticals  and  an  array  of  other  products.  Japan's  inteil 
nal  cartels,  particularly  in  retail  and  financial  servicei| 
should  also  be  opened  up  more. 

On  our  side,  we  could  agree  to  reform  or  scrap  oil 
protectionist  dumping  laws  and  a  host  of  import  quotaJ 
We  could  also  propose  easing  some  of  our  own  reguld 
tions  governing  banking  and  the  bidding  process  for  go\J 
ernment  contracts. 

Such  an  initiative,  pushed  vigorously,  might  just  be  thl 
move  that  would  shake  Japan  out  of  its  deadly  lethargy.! 

'EM  OUT 

necessarily  do  so  with  wooden  bats  when  they  try  out  fcl 
major  league  baseball.  A  batter  can  hit  a  ball  almost  any] 
where  on  an  aluminum  bat,  and  the  ball  will  sail  as  if  i 
came  off  the  so-called  sweet  spot  of  a  wooden  bat.  Thl 
aluminum  kind  is  thus  lethal  against  fast-ball  pitchers,  pa 
ticularly  those  who  throw  inside.  Hence,  these  mete| 
sticks  distort  the  development  of  effective  pitching. 


UNHERALDED  HERO 


Scipio  Africanus:  The  Man  Who  Defeated  Hannibal — 

by  Ross  Leckie  (Regnery  Publishing,  Inc.,  $19.95).  Fic- 
tional memoirs  of  the  Roman  general  and  consul  who 
decisively  beat  back  the  mortal  threat  of  Hannibal  and 
rival  power  Carthage,  thereby  establishing  the 
Roman  Empire's  extraordinary  dominance  for  the 
next  semimillennium.  Innovative  and  energetic, 
Scipio  dramatically  changed  Roman  military  strat- 
egy and  tactics,  ultimately  out-Hannibaling  Han- 
nibal at  the  decisive  battle  of  Zama.  Scipio  was 
also  an  immensely  able  diplomat  who  undermined 
critical  Carthaginian  alliances  and  then,  in  tri- 
umph, proposed  a  temperate  peace. 

Scipio's  extraordinary  successes  aroused  intense 
jealousies  and  rivalries  as  the  danger  to  Rome  receded.  This 
novel  has  Scipio  dictating  his  memoirs  as  he  awaits  the  ver- 
dict of  his  impeachment  trial,  where  a  guilty  verdict  will 
mean  death.  Scipio's  amanuensis,  who  is  taking  the  great 
man's  dictation,  tells  his  own  story  at  the  same  time.  Unbe- 
knownst to  Scipio,  this  secretary  had  been  Hannibal's  map- 


maker  before  that  general's  crushing  defeat.  For  the  mos| 
part,  this  risky,  seemingly  clumsy  artificial  device  works. 

Scipio  Africanus  does  not  have  the  name  recognition  todaJ 
of  Julius  Caesar,  but  there  would  have  been  no  Caesar  withl 
out  Scipio's  now  largely  forgotten  achievements! 
Excerpt:  I  gasped.  I  saw  row  upon  row  ofsoldierk 
facing  a  man  on  a  black  charger.  I  knew  it  was  m\ 
father.  And  then,  a  row  at  a  time,  to  a  steady  drum* 
beat  from  behind,  the  soldiers  marched  forwaral 
across  the  hundred  paces  between  them  and  mi 
father.  Just  in  front  of  him,  they  stopped.  As  one  mar\ 
they  laid  down  their  shields  in  the  dust,  then  thei\ 
pila,  then  their  swords.  And,  back  standing  to  atten-i 
tion,  in  one  voice  they  called  out,  'Publius  Corneliul 
Scipio,  we  greet  you. }  Then  they  turned  about,  and  filed  awa}\ 
walking  proudly  past  my  father,  then  running. 
Excerpt:  /  stood  there  for  a  long  time,  thought  ani\ 
dreamed.  It  was  then  that  I  began  to  realise  what  Rome  i:\ 
It  is  a  city,  of  course,  and  a  people.  But  these  alone  did  no\ 
defeat  Hannibal.  Rome  is  a  state  of  mind. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  another  Forbes  eatery  expert,  Tom  Jones. 


•  Jean  Georges — Trump  International  Hotel,  1  Cen- 
tral Park  West,  between  60th  and  61st  St.  (Tel.:  299- 
3900).  The  food  is  so  astonishingly  good  that  it  is  diffi- 
cult to  pick  bests.  Some  favorites:  a  sea  scallop  appetizer 
with  caper-raisin  emulsion  and  cauliflower;  organic  rack 
of  lamb  with  herb  crust  and  garlic  mustard — mouth- 
watering! Desserts  are  sublime. 

Sugar  Bar— 254  Wesi  72nd  St.  (Tel.:  579-0222). 
One  of  the  most  attractive  of  places — Mediterranean- 
African  in  design,  with  a  tented  "garden,"  earthenware 
dishes  and  flickering  candles.  Order  very  carefully,  how- 
ever; the  food  is  excruciatingly  h>.  \\  y,  and  the  service  is  so 
casual  that  the  glamorous  anticip*     in  is  never  fulfilled. 


•  Mr.  K's — 570  Lexington  Ave.,  at  51st  St.  (Tel.:  583 
1668).  The  service  sets  this  Chinese  eatery  apart;  probabl; 
no  other  restaurant  in  the  city  pampers  its  clientele  more.  Th 
space  is  an  art  deco  dreamscape — all  pink,  upholstered  an( 
luxurious.  The  food  is  consistently  good  and  occasional! 
brilliant,  especially  the  shrimp  toast  and  the  lemon  chicken. 

•  Union  Pacific— 1 1 1  East  22nd  St.  (Tel.:  995-8500) 
A  temple  of  understated,  minimal  elegance  with  an  almos 
Zen-like  tranquility.  The  food  can  reach  celestial  heights 
heirloom  tomatoes  with  opal  basil  and  sweet  corn  water 
Maine  lobster  with  salicorn  and  a  fava  bean-cucumber  jus 
skate  with  lime  pickle  and  a  tomato-beurre  noisette.  Othe 
dishes  were  not  as  good.  Reservations:  hard  to  get.        ■ 
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Call    your    professional 
travel   agent   or   phone 

1-800-HILTONS 

www.hilton.com 
Over  400  Hiltons  Worldwide 


A-..'    •>•••--•?? 


he  awards  night,  the 
/eekend  break,  the  vacation. 
ir  the  week  in  bed. 


:t  happens  at  the  Hilton: 


Whether  you  come  to  the 
Hilton  to  be  seen  by  everyone 
or  no  one,  for  a  once-in-a- 
lifetime  vacation  or  a  get-away 
weekend,  you'll  have  everything 
you  need  to  make  it  happen. 
And  with  over  400  Hilton 
hotels  and  resorts  worldwide, 
the  only  hard  part  will  be 
deciding  where  you  want  to  go. 


|aomi  Campbell  and  Larry  King, 

:ational  Italian  American  Foundation  Gala, 

llton  Washington  &  Towers. 


PEACE 


P£4C£ , 


A  Hilton  BounceBack 
Weekend"  is  an 
affordable  way  to 
use  the  weekends  to 
recharge,  renew  and 
simply  reward 
yourself  for  surviving 
another  week. 


3  Hilton  name  and  logo  are  trademarks  owned  by  Hilton.  ©1998  Hilton  Hotels.     / 


We   design   cars   because   we   don't   know   how  to   write   poetry. 


To  build  a  car  one  needs  to  be  an  engineer.  To  build 
a  beautiful  car  one  needs  to  be  an  artist  as  well. 
A  poet  of  sheetmetal,  if  you  will.  And  nowhere 
is  this  poetry  more  perfectly  manifested  than  in 
the  Audi  A6.  It  is  a  work  of  art,  and  everything 
about  it  attests  to  that  fact.  The  beauty  of  its  lines 
The  elegance  of  its  spacious  interior,  available  in 
three  striking  design  concepts  we  call  Atmospl 


The  power  of  its  200  hp,  30-valve  V6.  Even  the 

versatility  of  its  five-speed  Tiptronic*  transmission. 

which   lets  you  cruise  in  automatic  or  shift 

for  higher  performance.  It  is,  in  the  end  an 

exquisite  accord  between  science  and  sculpture. 

And  whether  you  prefer  it  with  Front  Trak™ 

front-wheel  drive,  or  the  option  of  our  legendary 

quattro"   all-wheel  drive,  it  is  poetry   in  motion. 


Call  1-800-FOR-AUDI  or  visit  us  at  www  audiusa.com  lot  more  inlormalion  MSRPof  1999  Audi  i  i    destination  chaige.  taxes,  license  Model  shown  is  S33. 975  Actual  dealer  prices  may  vary  "Audi."  "quattro," "/  I 


(  ed  trademarks  and  ■Rontjrak '  is  a  trademark  of  AUDI  AG  "Atmospheres"  is  a  service  mark  of  Audi  of  America,  Inc  "Tiptiomc"  is  a  registered  trademark  of  Dt.  Ing.  h.  c.  f  Porsche  AG.  ©1998  Audi  of  America.  Inc 


Audi 


Other  Comments 


Great  System 

In  the  United  States  the  majority 
undertakes  to  supply  a  multitude  of 
ready-made  opinions  for  the  use  of 
individuals  who  are  thus  relieved 
from  having  to  form  their  own. 
-Alexis  de  Tocqueville 

Misfortune  Tellers 

It  does  make  me  laugh  when  we  have 
to  listen  to  economists  lecturing  about 
this  or  that.  If  they  failed  to  foresee  such 
a  calamitous,  far-reaching  economic 
event  as  the  Asian  meltdown,  why  on 
earth  are  we  still  so  keen  to  trust  them 
to  tell  us  what  the  future  holds? 

Economists  are  dab  hands  at  analyz- 
ing things  after  they  happen.  But  ask- 
ing them  to  tell  us  what  the  world 
economy  is  going  to  do  in  the  next  10 
years  seems  to  be  about  as  much  use  as 
asking  a  baby  to  let  you  know  when  it's 
about  to  throw  up  down  your  back. 
-Jane  Freeman, 
Sydney  Morning  Herald 

Go  Now 

Clinton  should  quit.  He  claims  a 
vast  conspiracy.  But  they  wouldn't 
have    enough    religious    zealots   to 


hold  a  card  game  if  Clinton  hadn't 
been  hanging  out  in  the  hallways  like 
a  schoolboy  when  he  should  have' 
been  working.  And  then  lying.  If 
they  had  high  school  hall  passes  in 
the  White  House,  it  would  have  kept 
our  president  out  of  a  lot  of  trouble. 
Clinton  has  been  indescribably 
awful.  The  president  of  the  United 
States  lied  under  oath.  He  swears  that 
he  will  tell  the  truth  and  then  sits  down 
and  lies.  The  man  is  pouring  acid  on 
the  bonds  that  hold  a  country  together. 
-Jimmy  Breslin,  Newsday 

Power  to  the  People 

Jacob  Schwimmer  can  barely  con- 
tain his  anger  as  he  hoists  a  picket 
sign  into  the  air.  The  target  of  his  ire: 
The  International  Monetary  Fund. 
"In  the  dictionary,  next  to  the  word 
'dysfunctional,'  it  should  say  'IMF' 
and  there  should  be  a  picture  of  this 
building,"  Schwimmer  complains, 
pointing  at  the  institution's  head- 
quarters in  downtown  Washington. 

Fifty  yards  down,  three  men  carry 
a  massive  sign  calling  for  a  'New 
Bretton  Woods,'  a  reference  to 
redesigning  the   50-year-old  global 


"At  last!  After  all  the  debate   and  polls,  it's  back  to  real  politics!" 
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financial  architecture. 

More  and  more  average  American 
are  beginning  to  wonder  what  the 
actually  does  and  whether  the  institu 
tion's  policies  are  having  the  intendei 
effect  of  restoring  calm  to  a  deteriorat- 
ing global  financial  system.  "I  see  all 
this  money  being  given  to  Asia  and  toj 
other  countries  and  I  can't  help  bu 
wonder  what  good  it's  doing,"  said  a 
tourist  outside  the  IMF  building. 
-Dow  Jones  News  Service 


All  political  parties  die  at  last  of 
swallowing  their  own  lies. 

-Dr.  John  Arbuthnot  (1667-1735) 

Recycled  Material 

Presidents  and  their  speech  writers 
have  mined  their  predecessors  foe 
memorable  words  and  repeated  them 
without  attribution.  Kennedy's  trum- 
pet call,  "Ask  not  what  your  country 
can  do  for  you:  Ask  what  you  can  do  for 
your  country,"  has  an  ironic  history.  In 
his  inaugural,  Harding,  surely  no  model 
for  Kennedy,  had  said,  "Our  most  dan- 
gerous tendency  is  to  expect  too  little  oi 
government,  and  at  the  same  time  dc 
for  it  too  little."  And  even  before  he 
became  president,  in  a  speech  in  1916. 
Harding  had  said,  "In  the  great  fulfill- 
ment we  must  have  a  citizenship  less 
concerned  about  what  the  government 
can  do  for  it  and  more  anxious  about 
what  it  can  do  for  the  nation." 
-Herbert  Stein,  senior  fellow, 
American  Enterprise  Institute 

Air-raising  Thought 

An  interesting  vegetable,  the  bean 
Pythagoras  banned  it.  Perhaps  he 
believed  that  if  his  adherents  ate  it 
they'd  fart  when  they  were  about  tc 
metempsychose  into  a  priest  or  i 
holy  man  and  end  up  instead  as  < 
dog.  But  then  I've  always  been  sus- 
picious of  that  story.  The  Greek< 
used  beans  for  casting  votes.  I  won- 
der if,  in  prohibiting  the  humbk 
bean,  Pythagoras  wasn't  telling  hi; 
followers  to  stay  out  of  politics. 
-Ross  Leckie,  Scipio  Africanus    ■ 
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A  promise  to  kiss  your  hahy,  or  at  least  scratch  him  hehind  the  ears. 


A  promise  there's  no  such  thing  as  an  overactive  imagination. 


A  promise  no  matter  where  your  dreams  take  you,  I'll  always  he  there. 


i  help  you  keep  your  promises.*  For  more  than  145  years,  people  across  America  have  relied  on  us  to  insure 
eir  lives  ana  financial  future.  With  over  $160  billion  in  assets  under  management  and  excellent  ratings, 
issMutual  and  its  subsidiaries  have  the  financial  strength  to  help  families  and  businesses  keep  their  promises. 
>r  expert  guidance  or  for  career  opportunities  in  sales,  call  your  local  MassMutual  professional  or  1-800-272-2216. 

MassMutual 

The  Blue  Chip  Company SM 

e  Insurance  *  Disability  Income  Insurance  ♦  Annuities  *  Retirement  Services/ 40  l(k)  Plans  ♦  Investment  Management 

©1998  Massachusetts  Mutual  Lite  Insurance  Co..  Springfield,  MA  01111    http://www.massmutual.com    Securities  products  and  services  offered  through  MML  Investors  Services.  Inc.,  a  MassMutual  subsidiary. 


comes 


passion 


American  Ballet  Theatre 

In  cherished  classics  and  modern  masterpieces  alike,  American  Ballet  Theatre's  international 
troupe  of  dancers  brings  new  perspectives  and  boundless  talent  to  stages  all  over  the  world. 
Yet  beyond  the  magnificent  scenery,  spectacular  costumes  and  exquisite  performers  lies  the 
essence  of  ABT:  a  dedication  to  the  pure  grace  and  power  of  their  art.  You  feel  it  in  every 
gesture,  and  see  it  in  every  movement.  Let  the  passion  of  American  Ballet  Theatre  move  you. 

The  Philip  Morris  family  of  companies  has  supported  the  innovative  spirit  of  American  Ballet 
Theatre  for  more  than  a  decade.  This  year  we  celebrate  40  years  of  arts  support  —  a  pioneering 
commitment  to  the  visionary  individuals  and  organizations  whose  creativity  inspires  us  all. 


American  Ballet  Theatre 

City  Center,  New  York  City 
October  27- November  8,  1998 
For  tickets,  call  (212)  581-1212 

To  find  out  how  you  can  support  ABT,  call  (212)  477-3030  or  visit  www.abt.org/ 


Years  of  Arts  Support 


PHILIP  MORRIS  COMPANIES   INC. 

KRAFT  FOODS,  INC.        MILLER  BREWING  COMPANY        PHILIP  MORRIS  CAPITAL  CORPORATION 

PHILIP  MORRIS   INTERNATIONAL  INC.        PHILIP  MORRIS  U.S.A. 


Our  clients  include  every  Brazilian  company  with  sales  over  $100  million.  Most  of  the  others,  too.  So  invest  some  precious  time  w 

DEBT  &  EQUITY  CAPITAL  MARKETS  •  MERGERS  &  ACQUISITIONS  •  SECURITIZATION  •  PROJECT  FINANCE  •  SYNDICATED  LENDING  •  RISK  MANAGEMENT  •  TRADE  FINANCE  •  ASSET  MAN 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


"SAVE  SOCIAL  SECURITY  FIRST"??? 


The  President's  stage  managers  worked  overtime  the 
last  week  of  September,  heralding  the  arrival  of  the  long- 
predicted  budget  surplus.  Not  surprisingly,  they  gave  full 
credit  to  Mr.  Clinton's  budget  plan  of  1993.  They  failed 
to  mention  that  that  budget  plan  carried  with  it  one  of 
the  largest  tax  increases  in  our  history,  part  of  which  was 
retroactive  to  before  Mr.  Clinton  took  office.  They  also 
made  no  mention  of  the  huge  economic  boost  President 
Reagan's  tax  cut  gave  the  country,  or  of  the  deficit- 
reduction  measures  the  GOP  Congress  passed  in  1995, 
or  of  the  welfare  reform  measure  Congress  passed  that 
President  Clinton  vetoed  twice. 

Regarding  the  $70  Billion  Surplus 

Mr.  Clinton  has  been  repeating  his  meaningless  and 

ssentially   untrue    mantra   that   we    must   "save   Social 

Security  first'1  before  spending  a  nickel  of  the  surplus — 

except  for  spending  it  on  the  things  he  wants.  These 

include    approximately    $17     billion    for    items    the 

\dministration  "forgot"  to  include  in  its  budget  and  is 

low  labeling  "emergencies."  One  of  these  is  the  cost  of 

iur  peacekeeping  forces  in  Bosnia,  which  runs  over  a  bil- 

on  dollars  per  year.  These  are  the  troops  who  we're  sup- 

)osed  to  be  home  by  Christmas  1996.  Another  is  the  cost 

f  fixing  the  Year  2000  problem  in  the  government's  com- 

uter  systems.  We  have  known  about  this  problem  for  at 

east  five  years,  yet  many  government  departments  are  still 

assessing  the  problem."  Mr.  Clinton  would  also  like  to 

rovide  "emergency"  disaster  relief  to  American  farmers, 

expenditure  that  could  and  should  have  been  included 

his  original  budget  calculations. 

In  a  breathtaking  display  of  his  way  with  words,  the 
esident  uttered  this  sentence:  "If  we  squander  this  sur- 
plus and  start  spending  a  little  here,  a  little  there,  a  little 
onder  on  the  tax  cuts,  just  because  we  are  a  few  weeks 
fore  an  election,  before  we  take  care  of  this,  what  are 
e  going  to  do  when  times  get  tough?"  The  problem 
with   this   demagogic    bleating   about    "saving   Social 
Security  first"  is  that  no  one  has  any  real  idea  of  how  it 
should  be  done,  how  much  it  will  cost  or  whether  what- 
ever Mr.  Clinton  might  have  in  mind  will  actually  work. 
There  is  no  plan  before  Congress  to  save  Social  Se- 
curity. There  are  various  suggestions  from  one  of  the 
■nany  commissions  the  President  has  appointed.  One  of 

>.i 
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these  would  allow  new  workers  entering  the  system  to 
choose  individually  how  they  would  like  their  Social 
Security  taxes  invested. 

All  the  to-do  about  this  now  is  because  the  President's 
political  advisers  are  telling  Mr.  Clinton  that  "saving  So- 
cial Security  first"  is  the  most  popular  position  for  him  to 
take.  Therefore,  the  President  has  said  he  will  veto  even 
the  anemic  $80  billion  tax  cut  proposed  by  the  House 
because  it  will  harm  Social  Security.  This  year's  much- 
hyped  surplus  is  predicted  both  to  grow  and  to  continue 
for  years,  to  the  point  where  $80  billion  in  tax  cuts  would 
only  be  a  fraction  of  the  total  surplus.  Incidentally,  no 
one  should  be  surprised  to  know  that  the  Administration 
is  saying  that  spending  $17  billion  for  "emergencies"  is 
not  tapping  the  surplus;  it's  lifting  existing  spending  lim- 
its tor  an  emergency,  but  that  is  "all  right." 

The  fact  that  spending  the  money  will  reduce  the  surplus 
does  not  seem  to  have  occurred  to  anyone  in  the  Office  of 
Management  &  Budget.  And  the  old  false  prophet  of 
Static  Analysis  is  busily  at  work  here.  This  Administration 
fervently  believes  that  if  you  cut  taxes  you  reduce  revenues, 
because  it  always  assumes  the  fiscal  situation  remains  stat- 
ic. It  fails  to  recognize,  despite  historical  guidelines,  that 
cutting  taxes  almost  always  means  increasing  revenue, 
because  tax  reductions  are  the  surest,  safest  and  best  way  to 
stimulate  the  economy.  That  is  what  happened  when  both 
President  Kennedy  and  President  Reagan  cut  taxes. 

When  and  if  this  Administration  develops  a  plan  to 
"save  Social  Security,"  we  could  set  aside  some  of  the  pre- 
dicted recurring  surplus  to  use  for  that  purpose — unless, 
of  course,  the  Administration  plan  is  to  enact  another 
huge  tax  increase.  In  that  case,  we  would  simply  be  sav- 
ing the  surplus  for  whatever  new  "emergency"  occurs  to 
the  Administration  during  its  remaining  time  in  office. 

Reality  Check 

The  Administration  was  recently  dealt  a  blow  by  the 
previously  quiescent  Joint  Chiefs  of  Staff.  The  Chiefs 
finally  spoke  out  about  our  military's  decline  in  prepared- 
ness. They  were  determined  that  the  country  know  of  the 
urgent  need  to  regain  our  deterrent  strength — something 
we  need  in  a  world  studded  with  North  Korea,  Iraq,  a 
dangerously  unstable  Russia  and  other  countries  that 
could  turn  into  real  emergencies  at  any  time.  ■■ 
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Patrick 
doesn't  care 
how  we  helped 
a  client  open 
20  offices  on 
4  continents  in 
just  6  months. 


He  just  wants  to  stand  out  in  his  fielo 


And  isn't  that  what  it's  all  about?  As  the  world  gets  smaller,  your  growth  potentia 
that  potential  comes  the  need  for  room.  To  think.  To  work.  To  grow.  Enter  Cush 
foremost  real  estate  services  company,  we  look  at  challenges  from  different  ang 
Our  unique  perspective  allows  us  to  see  powerful  solutions  no  one  even  expect* 
That's  what  makes  us  stand  out  in  our  field,  and  can  make  you  stand  out  in  youi 

To  find  out  more,  call  1.800.346.6789.  Or  visit  us  on-line  at  www.cushwake.com. 

Advisory  Services.  Assel  Services.  Brokerage  Services.  Corporate  Services.  Financial  Services.  Resean 
Though  Patrick  doesn't  care,  you  will.  Actual  case  study  available  up 
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Digital  rules 

Technology  and  the  new  economy 


By  Rich  Karlgaard,  Publisher 
publisher@forbes.com 


THE  TWO 

Is  THt:  INTERNET  a  voice  tor  reason  or  hysteria?  I  say 
reason.  Still  in  its  infancy,  the  Net  has  already  excelled  in 
the  area  of  transmitting  text  and  numbers.  These  two 
things  appeal  to  reason — unlike  speech  and  images,  which 
plav  to  emotion.  Text  .\nd  numbers  can  lie,  too,  of  course. 
But  stinkv  facts  .\nd  propaganda  never  last  long  on  the 
Net.  They  are  bleached  clean  by  the  truth — and  pretty 
quickly,  given  half  a  chance  The  Net,  therefore,  provides 
a  social  service  in  multiplying  the  outlets  for  truth. 

Interestingly,  Hill  Clinton  polls  poorly  on  the  Net.  Its 
text  and  numbers  culture  refuses  to  buy  his  act.  Neither 
does  print,  the  Net's  older  cousin.  Some  1  10  newspaper 
editorials  and  prominent  columnists  have  called  on  Clin- 
ton to  quit.  Our  President's  true  political  home  is  in  the 
television  culture.  His  easy  affability  Mid  soulful  empathy 
(genuine  or  faked)  score  big  on  the  tube.  The  President 
is  a  potentate  of  TV  culture  and  transcends  the  facts. 

What  a  wend  disconnect:  Clinton  is  pilloried  by  the 
text  culture,  yet  hailed  and  defended  by  channel  surfers. 
This  odd  divide  calls  to  mind  C.P.  Snow's  famous  1959 
lecture  (later  a  book),  "The  Two  Cultures,"  which  caused 
in  uproar  in  England  and  America. 

Snow  earned  a  Ph.D.  from  Cambridge  University,  having 
studied  physics  at  its  world  famous  Cavendish  Laboratories, 
headed  by  lord  Ernest  Rutherford.  In  the  1930s  Snow 
began  writing  novels  as  a  hobby.  He  continued  to  pursue 
the  unfathomable  mysteries  of  physics  during  the  day.  But 
by  night  he  drank  with  writers  and  artists,  whom  he  found 
to  be  witty  and  garrulous,  yet  fabulously  untethercd  to 
almost  any  factual  grounding  in  the  way  the  world  works. 
Hence  the  great  di\ide.  The  humanists  reveled  in  form  and 
esthetics  but  knew  next  to  nothing  of  gravity,  magnetism 
or  the  Second  Law  of  Thermodynamics.  The  scientists,  for 
their  part,  knew  little  of  art  and  literature — or  much  cared. 
The  two  cultures  made  for  a  fine  comedy  of  manners 
during  sherry  hour  at  Cambridge.  But  Snow  wasn't  laugh- 
ing. He  worried  that  scientific  ignorance  at  the  highest 
levels  of  government  would  eventually  hurt  England. 

Part  of  our  20th-century  dilemma — guaranteed  to 
worsen  in  the  21st — is  pure  intellectual  overload.  The 
period  in  the  18th  century  known  as  the  Enlightenment  was 
probably  the  last  time  anyone  of  education  and  intelligence 
could  keep  pace  in  art,  law  and  literature,  as  well  as  in  math, 
science  and  philosophy.  (Note:  The  study  of  philosophy  was 


CULTURES 

pursued  with  scientific  rigor  until  around  the  mid- 19th  cen- 
tury, when  Romantic  poets  and  English  aristocrats,  fearing 
industrialization,  kidnapped  it.)  Thomas  lefferson  was  one 
of  the  last  great  polymaths  of  the  human  race — an  expert 
in  law,  literature,  philosophy,  botany  and  architecture. 

Jefferson  was  not  alone.  The  U.S.  was  conceived  and 
birthed  by  men  of  the  Enlightenment.  There  weren't  two 
cultures  then;  the  great  divide  was  education  itself  (and 
for  the  slaves,  freedom).  To  be  sure,  only  a  small  minori- 
ty of  people  in  the  late  1700s  had  anything  like  the  round- 
ed classical  education  of  the  Founding  Fathers.  But  once 
educated,  a  person  experienced  no  great  divide  between 
science  and  art.  An  educated  man  was  an  educated  man. 

But  that's  all  gone.  There  will  never  again  be  another 
Thomas  lefferson,  let  alone  a  Leonardo  da  Vinci.  There 
is  simply  too  much  to  know.  Today  there  are  multiple 
divides  among  too  many  fields  of  knowledge  to  even 
keep  count.  A  chemist  cannot  keep  up  with  physics,  and 
it's  the  rare  physicist  who  knows  anything  deep  about  the 
human  genome. 

The  newest  divide  tugging  at  our  culture  lies  between 
emotion  and  reason.  Text  and  numbers  play  to  reason.  Tele- 
vision and  movies  play  to  emotion  (as  do  computer  twitch 
games,  which  drag  down  kids'  SAT  scores).  All  mediums  are 
not  created  equal.  Image-based  learning  appears  to  destroy 
reason  when  it  goes  unsupplemented  by  text  and  numbers. 
The  opposite  does  not  hold  true.  Prose  and  poetry — or  an 
elegantly  simple  math  formula — can  move  the  soul.  But 
movies,  TV  and  computer  games  cannot  impart  reason. 

Who  Killed  JFK?  Depends  on  Whom  You  Ask. 

At  a  recent  party  I  polled  some  guests  as  to  whether 
they  got  most  of  their  news  from  print  or  the  Net — or 
from  radio,  TV  and  movies.  Then  I  asked  the  same  folks 
whether  they  believed  in  popular  conspiracy  theories.  For 
example,  did  Lee  Harvey  Oswald  shoot  President  Ken- 
nedy, or  was  it  a  conspiracy?  Was  O.J.  Simpson  framed? 
Who  killed  Vince  Foster?  The  correlation  was  clear.  Con- 
sumers of  voice  and  images  fell  in  for  conspiracy.  Many 
had  seen  JFK,  the  Oliver  Stone  movie  of  a  few  years  back, 
and  were  sure  of  its  veracity.  After  all,  they  had  "seen"  it! 
Readers  of  the  news,  on  the  other  hand,  were  skeptics. 

The  Net  is  mostly  a  medium  of  reason.  Let's  hope  it 
stays  that  way.  SB 
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THERE  ARE  A  LOT  OF  WAYS  TO  DEFINE  "WORLD  CLASS." 


OUR  DEFINITION  READS:  "$100  BILLION  UNDER  MANAGEMENT," 


INTERNATIONAL  PRESENCE,"  "OUTSTANDING  SERVICE," 


'43  YEARS  OF  EXPERIENCE." 


Federated 

V^orld-O'lass  Investment  Manager. 
(800)341-7400,  www. 'edaratedinvestors.com 


WMwBmm 


your     is  open 


An  outlet  store  in  your  home 

(no  assembly  required) 


$3.95  flat  rate  shipping 


40  million  locations 

in  the  U.S.  alone 


24  hours 
a  day 


Trends,  tips 
and  fashion 
advice 


Service  Selection  Savings  Convenience  Security  NameJJrands 
location 


Your  personal  catalog 

Pick  your  sizes  and  favorite  designers 


Much  better 
than  a  print 
catalog 


shirts 

jackets 

pantsandshorts 

outerwear 

andmuchmore 


flypaper      customerservice     advancedsearch     shoppingbae      companyinfo      toein      mvaccou 


More  top 
designers 
than  the 
Hamptons 


savings  of  25%  to  75%  i 


Nocjwds  No  traffic  No  hassles 


Money  Back  guarantee 


Best  search  system 
since  Lassie 


Superior  security 


Cha-ching! 


iil^I^A^itlll^liiili^IAIttlil^lHaiVilliltMil^liiMillJI.IJ^I 


Personally,  we  recommend  savings  and  selection.  Bluefly.com  is  yoi 

own  personal  outlet  store  where  you  can  shop  for  name  brand  and  top  designer  clothi 

from  the  comfort  of  your  own  home  or  the  convenience  of  your  offic 
Bluefly  is  now  open.  And  this  fly  never  closes. 


blue   com  it's  wear 


Bluefly.com  is  brought  to  you  by  Pivot  Rules,  Inc.,  a  NASDAQ  SmallCap  Company:  PVTR,  PVTRW.  'Pivot  Rules  1998 


-to  see  i  world  in  a  grain  of  sand.. ."/Edited  by  Ben  Pappas 


No  guarantees 


BY  BRETT  NELSON 


Lands'  End's 

customer 

service 

policy  has 

German 

bureaucrats 

crying  foul. 


Two  years  AGO  Dodgeville,  Wis. -based  catalog 
clothier  Lands'  End  opened  a  subsidiary 
in  Mettlach,  Germany.  It  was  business  as 
usual  until  recently,  when  the  Zentrale  zur 
Bekampfung  unlnutcren  Wettbewerbs — or  the 
(cuter  for  Combating  Unfair  Competition — 
took  lands'  Y.nd  to  court.  Lands'  End's  mis- 
deed1  Offering  dissatisfied  customers  their 


money  back,  no  questions  asked. 

The  German  bureaucrats  argued  that 
Lands'  End's  guarantee  has  no  real  meaning, 
because  if  more  than  a  handful  of  dissatisfied 
customers  actually  did  return  their  merchan- 
dise, Land's  End  couldn't  afford  to  offer  the 
guarantee  in  the  first  place. 

Even  a  bureaucrat  should  be  able  to  under- 
stand that  the  whole  point  of  the  guarantee  is 
that  Lands'  End  just  doesn't  have  that  many 
unhappy  customers — but  apparently  German 
bureaucrats  are  even  denser  than  their 
counterparts  in  other  countries.  Or  is  it  some- 
thing else? 

It  so  happens  that  two  of  the  biggest  cata- 
log companies  in  the  world  are  German — 
Otto  Versand  and  Die  Quelle.  Together  they 
do  about  $23  billion  in  sales  worldwide.  It 
should  also  come  as  no  surprise  that  neither 
company  offers  a  money-back  guarantee.  Says 
Lands'  End  Chief  Executive  Michael  Smith: 
"They're  scared  to  death." 


A  crack  in  the  rose-colored  glasses 


Later  in 
life  a  "bah 
humbug" 
a  day  may 
help  to  keep 
your  blues 
at  bay. 


Yin  MIGHT  l  MT(  i  m  optimistic  outlook  on  life  to 
help  ward  oft  depression,  and  you  would  be  right. 
Clinical  studies  prove  that  it  does.  Rut  here's  some- 
thing intriguing  from  the  University  of  Pennsylva- 
nia. Later  in  life,  the  pessimists  actually  fare  better 
than  the  optimists  when  it  comes  to  keeping 
depression  at  bay. 

These  findings  result  from  a  year-long  exami- 
nation of  adults  aged  64-94  by  the  University's 
Dr.  Martin  Seligman,  who  for  two  decades  has 
been  studying  the  linkages  between  comparative 
sunniness  of  outlook  and  risk  of  depression.  Selig- 
man's  work  had  formed  the  basis  of  depression- 
prevention  programs  for  middle  school,  high 
school  and  college  kids  that  counseled  them  to 
accentuate  the  positive.  It  worked,  too.  Selig- 
man's  program  saw  rates  of  depression  among 
students  fall  50%. 

When  Seligman  looked  to  adopt  the  same 
insight  in  programs  geared  to  senior  citizens,  the 
results  shocked  the  good  doctor.  The  older  opti- 
mists tended  to  fall  apart  when  faced  with  the 
cruel  truth.  "When  [optimists]  come  to  old  age 
and  a  friend  passes  away  or  they  find  that  they 
have  a  chronic  health  condition,  it's  a  real  threat 
to  the  way  they  have  been  coping,"  says  Derek 
Isaacowitz,  Seligman's  research  partner.  Curious, 
isn't  it?  That  which  serves  youth  well, 
ill-serves  age.  -B.P.    M 
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The  Forbes/Bridge  Economic  Forecast 

Edited  by  Shlomo  Z.  Reifman 

4-wk 

Actual 1998  est %  chg 

HE  U.S.  ECONOMY  last  year  latest           mean        high        low      in  mean 

Automobile  sales '(mil)  ~JM_"  "j^?** }m!        !?:?       JM._.riS._ 

Capacity  utilization  (%)  83.3  81.7  aug        81.5          82.1         80.4      -0.2 

New  housing  starts2 (thou)  1,475  1,552*"*      1,535         1,581       1,450      -0.2 

Retail  sales 3($bil)  2,552           2,B42*a«g       2.473        _?.BM_._.  2,3_0t I NA 

Trade  balance4 ($bil)  -UQ-.7         rA2M.*?!!!-. -200.0. ... -120.0..  -252,0 1 ^4.9__. 

Unemployment  rate"  (%)  4.7  4.5  aug          4.6             5.0          4.2      -1.2 

Gross  domestic  product' (%)  3.9  1.82ndqtr        3.1            3.6          2.5        1.7 

Onflation 

.!c]?js^5?s(yn£4M.sMH*L..  ...2.7...  ...2.6  aug 2.7....    „_3.1 .2.2....-1..2... 

,  JCPI  tptaj  (unadiusted)_  X%J_  ...UL.      ...!:*.!".« I-7  .... ?;! i°L..rM. 

Onterest  rates 

30-year  Treasury  yield  (%)  5.92  5.00             5.37           6.00      5.00       -1.4 

3-month  Treasury  yield  (%)  5.35  3.90             4.91           5.42      4.50       -1.4 

©RICES 

CRB-Bridge  spot  indexes  271.80  255.28          241.67       270          210       -10.2 

Gold  per  troy  ounce  ($)"  288.80  299.80          282.00       295          255-1.9 

Ofl/bbl  W  Texas  Intermediate  ($) ""  "~  17.63           14.43            15.75         18  1 3~ -6.2 

QuRRENCY 

German  marks  per  dollar  1.80  1.64             1.76         1.85        1.67       -1.3 

Yen  per  dollar  "130  119              1 38          160         125 ""  -6.4 


^^EDERAL  FUNDS  WATCH  Next  Federal  Reserve  meeting:  Nov.  17,  1998 
Current  rate  5.25%  Last  action:  Sept.  29, 1998    -25  basis  points 

Likelihood  of  shift  in  interest  rates  in  the  next  90  days  by  the  Federal  Reserve 


Very  likely 


Possibility  of  decrease  or  increase 


Very  unlikely 


Estimates  are  contributed  by  leading  economists,  who  are 
surveyed  biweekly  by  Bridge  Information  Systems  and 
Forbes  magazine.  Consensus  forecasts  as  of  10/8/98. 


Against  the  backdrop  of  a  volatile  U.S. 
stock  market  and  economic  tumult  in 
both  Asia  and  Russia,  the  Federal 
Reserve's  recent  25-basis-point  rate  cut 
got  little  attention.  But  "the  impact  on 
the  U.S.  and  global  economies  is 
greater  than  realized,"  argues  James 
Paulsen,  chief  investment  officer  at 
Norwest  Investment  Management. 
Since  late  August  the  U.S.  dollar  has 
shown  a  10%  loss  against  a  basket  of 
ten  leading  foreign  currencies.  Then  in 
October  it  took  a  sudden  16%  drop 
against  the  yen.  Paulsen  expects  fur- 
ther declines  by  year-end.  As  a  result, 
he  thinks  the  U.S.  merchandise  trade 
deficit  will  decline  from  the  $250  bil- 
lion he  expects  in  both  1998  and  1999 
to  $150  billion  in  2000. 


SPECIAL  FOCUS 


Housing  starts 

(millions-annualized) 


SON    D    J     F   M    A    M 


After  July's  peak  at  a  seasonally 
adjusted  annual  rate  of  1.7  million 
units,  housing  starts  fell  5.5%  in 
August.  FoRBES/Bridge  economists 
think  that  even  with  low  mortgage 
rates,  1998  housing  starts  will  end 
up  little  better  than  1997's  level. 
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The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  eight  equally  weighted 
elements:  the  cost  of  services  relative  to  all 
consumer  prices,  the  level  of  new  orders  for 
durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new 
housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales 
and  total  consumer  installment  credit. 


Our  Web  site,  www.forbes.com,  has  daily 
updates  on  economic  estimates  and  detailed 
information  of  Forbes  Index  components. 


*  Twelve  months.  Autos,  light  and  heavy  trucks  including  imports.  Total  single  and  multiple  family,  seasonally  adiusted.  'Excluding  auto  sales,  annualized  and  seasonally  adjusted. 

'Total  goods  and  services,  annualized  and  seasonally  adiusted.  'Perc  nt  of  civilian  labor  force.  "Quarter-to-quarter  percent  change,  annualized  NA:  Not  applicable.  Source:  Bridge  Information  Systems  Inc. 
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Every  child  is  a  masterpiece 
displayed  in  a  fragile  museum  called  earth, 


mBan 


The  500,000  men  and  women  of  America's  Electric  Utility  Companies  take 

great  pride  in  generating  electricity  more  cleanly  and  efficiently  than  ever 

before.  At  the  same  time,  we  are  working  to  clean  up  the  air,  the  water,  and 

the  landscape.  To  learn  more  about  our  environmental  programs,  and  new 

ways  you  can  use  electricity  wisely,  visit  our  website  (www.eei.org/enviro/). 

Let's  all  help  to  preserve  this  masterpiece. 

America's  Electric  Utility  Companies 


©1998,  by  the  Edison  Electric  Institute.  All  rights  reserved. 
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without  clothes 


By  Robert  La  Franco 

Elegantly  dressed  in  a  double-breasted  suit,  in 
stark  contrast  to  the  rumpled  music  executives  in  his 
audience,  Seagram  Co.  chief  executive  Edgar  Bronfman 
Jr.,  himself  an  amateur  songwriter,  sang  the  praises  of 
Seagram's  Universal  Music  Group.  It  was  June  at  the 
Radio  &  Records  convention  in  Los  Angeles.  Bronfman 
was  rhapsodic  about  his  purchase  ofPolyGram  NV  for  the 
astounding  sum  of  $10.4  billion. 


"Richard  Branson  may 
put  on  a  better  show," 
Bronfman  quipped,  refer- 
ring to  the  arrival  of  the 
Virgin  Records  chief  exec- 
utive officer  the  day 
before  in  a  hot-air  bal- 
loon. "But  I  have  a  bigger 
record  company." 

Sure  enough,  Seagram 
is  about  to  own  the 
world's  biggest  music  ma- 
chine, with  a  global  mar- 
ket share  of  22%.  With  the 
PolyGram  deal,  the  43- 
year-old  Bronfman  has 
now  bet,  in  all,  a  good 
$20  billion  in  turning  his 
grandfather's  liquor  busi- 
ness into  a  prime  enter- 
tainment conglomerate. 

It  is  a  bold  gamble  that 
has  yet  to  pay  off.  To 
finance  it,  Bronfman  sold 
back  to  E.I.  du  Pont  de 
Nemours  the  24%  stake 
in  the  chemical  giant  that 
Seagram  had  long  owned. 
Since  the  sale  more  than 
three  years  ago,  DuPont 
stock  has  climbed  77%, 
while  Seagram's  stock  has 
fallen  12%. 

Of  course,  as  Bronfman 
never  tires  of  explaining, 
Rome  wasn't  built  in  a 
day,  nor  are  great  busi- 
nesses. Yet,  three  years 
on,  Bronfman's  strategy 
looks  seriously  flawed. 

Bronfman's  Universal 
movie  division  has  just  4% 
of  ticket  sales  so  far  this 
year,  behind  even  inde- 
pendents like  Miramax 
and  New  Line.  In  the  first 
two  years  he  owned  the 
studio,  Universal  aver- 
aged about  10%  a  year. 
Universale  music  divi- 
sion's market  share  has 
slipped  from  a  high  of 
15%  last  year  to  11%  today.  In  this  context,  Bronfman  is 
banking  heavily  on  the  PolyGram  acquisition. 

The  deal  makes  Seagram  more  of  a  music  company 
than  anything  else.  Next  year,  liquor  and  wine  will 
account  for  just  28%  of  its  some  $17  billion  in  revenues, 
versus  38%  for  music  and  34%  for  theme  parks  and 
movies.  Music  also  will  account  for  38%  of  the  compa- 
ny's S2.4  billion  in  cash  flow. 
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Average  annual  return 

DuPont  since  1980t 
Seagram  1980-95  (pre-MCA) 

Cumulative  return  since  MCA  acquisition 

DuPont 


£2J 


Seagram 


S&P  500 


t  Through  Sept.  30.     Source:  Bloomberg  Financial  Markets. 


Sour  deals 


But  this  is  not  a  business  where  sheer  size  has  helped 
much  lately.  "Music  is  a  business  where  people  are  glad 
to  give  you  the  number  one  position  because  nobody 
wants  it."  says  Michael  Nathanson,  Sanford  C.  Bernstein 
&  Co.'s  music  analyst.  He  adds:  "Look  at  PolyGram.  It 
was  the  number  one  label  this  year.  What  good  did  it 
dor"  Not  a  whole  lot.  In  an  industry  struggling  to  get 
back      on      its      feet, 

PolyGram  has  been  ^~ ^~" ^ '^— ^~ 
hard  hit.  The  compa- 
ny's earnings  tor  the 
first  half  of  the  year 
declined  75%  from  last 
year,  while  revenues 
rose  3%. 

"We  [  the  music  indus- 
try] are  entering  a  signif- 
icant period  of  flat 
growth,  and  there  is  not 
amthing  riding  to  the 
rescue,"  says  Phil  Hardy, 
editor  of  Financial 
Times  Music  &  Copy- 
right, a  London -based 
magazine  that  tracks  the 
music  business. 

Last  year,  music  sales 
around  the  world  fell 
0.04%,  and  that  was 
after  two  years  of  ane- 
mic 2%  growth.  In  the 
L'.S.,  the  world's  big- 
gest single  market,  this 
year's  first-half  ship- 
ments, though  re- 
bounding, are  still  4% 
below  1996  levels. 

Beyond  that,  a  heavy 
cloud  hangs  over  the 
record  business:  The 
Internet  offers  a  new 
way  of  transmitting 
music.  Will  people 
remain  willing  to  schlep 
to  a  record  store  when 
they  can  sample  and 
download  music  from 
the  Web?  The  industry 
is  fighting  hard  to  pro- 
tect its  copyrights  in  the  Internet  era,  but  this  technolo- 
gy is  not  easy  to  legislate.  What's  more,  artists  may  find 
it  easier  to  go  around  the  music  giants  for  distribution. 

Moreover,  the  PolyGram  acquisition  weakens  one  of 
Seagram's  best  assets,  its  relative  liquidity.  In  a  business 
groaning  under  heavy  debt  loads,  Seagram  debt  was, 
prior  to  the  PolyGram  deal,  just  15%  of  capital;  now  it 
will  be  close  to  40%.  Bronfman  had  hoped  to  reduce  his 
debt  burden  by  selling  PolyGram's  film  assets,  but  even 
after  halving  the  price  of  the  film  library  alone  to  $400 
million,  he  proved  unsuccessful. 


At  Universal,  earnings  and  cash  flow  have  been  rising, 
but  propped  up  by  film-library  sales,  not  by  new  movie 
product.  The  studio  has  not  had  a  blockbuster  since  last 
year's  The  Lost  World:  Jurassic  Park.  In  television,  the 
financial  bedrock  of  every  studio,  Bronfman  had  to  go 
outside  for  a  rescue.  He  sold  45%  of  the  interest  and  all 
of  the  control  of  Universal's  domestic  television  business 


U.S.  recorded  music  industry  dollar  volume  growth  (Smil) 
$14,000 
10,000 


Content  and  distribution  unions  are  the  Holy  Grail  of  the 
media  business,  but  (see  right)  they  have  disappointed 
investors— and  nowhere  more  so  than  at  Seagram.  Its 
early  act  in  entertainment  looks  even  worse  when 
viewed  against  the  appreciation  of  DuPont  stock  it  sold 
in  order  to  get  into  showbiz.  Now  it  has  plunged  in  fur- 
ther by  acquiring  PolyGram,  whose  own  recent  perfor- 
mance isn't  encouraging.  Neither  is  the  fact  that  the 
music  business  has  stalled  in  recent  years  (top  right). 


Discs  and  tapes  Discs,  tapes 
1967-83  and  CDs 


'80  '90        '97 

Source:  RIAA. 


Average  annual  return  t 

Time  Warner  since  company  merger  in  1989 


S&P  500  since  1989 
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Viacom  since  Blockbuster/Paramount  merger 


S&P  500  since  1994 


PolyGram                                             Operating  income 
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•Through  June  30.                                                     Source:  PolyGram  NV. 

Oisney  since  Cap  Cities/ABC  merger  in  1996 


S&P  500  since  1996 


CBS  since  October  1997 
S&P  500  since  October  1997 


News  Corp.  since  1988 


S&P  500  since  1988 


t  Through  Sept.30.  Source:  Bloomberg  Financial  Markets. 


to  Barry  Diller's  USA  Networks  earlier  this  year.  (Seagram 
retains  the  option  to  increase  its  stake  to  more  than  50% 
in  the  future.) 

Three  years  may  be  too  short  a  time  for  judging  the 
success  or  failure  of  a  major  strategic  move,  but  based  on 
the  performance  of  the  decade's  other  media  mergers,  it 
is  not  difficult  to  predict  that  Bronfman's  fondness  for 
the  bright  lights  of  Hollywood  will  cost  his  shareholders 
dearly.  Since  Edgar  was  named  chief  executive  in  1994, 
Seagram  stock  is  no  higher,  while  the  Dow  has  more 
than  doubled.  M 
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■ftikiaiiPi  Two  wise  men  agree:  The  best 
way  to  deal  with  the  global  financial  crisis 
is  to  cut  income  taxes  and  abolish  the 
International  Monetary  Fund. 

It's  the  taxes, 
stupid 


By  Robert  Lenzner 

THOUGH  NEITHER  IS  IN  A  POSITION  of  political 
power,  Milton  Friedman  and  George  Shultz  are 
listened  to  with  respect  by  people  in  authority. 
Friedman  is  almost  certainly  the  greatest  living 
economist.  Secretary  of  State  under  Ronald  Reagan, 
Shultz  knows  the  world  of  business,  economics  and  diplo- 
macy at  the  highest  level.  Forbes  interviewed  them  sepa- 
rately last  month. 

Both  resident  scholars  at  the  Hoover  Institution  in  Stan- 
ford, Calif,  they  say:  To  fend  off  an  impending  recession 
and  to  help  the  world  economy,  Congress  should:  one,  cut 
income  taxes;  and  two,  help  kill  the  International  Mone- 
tary Fund  and  stop  its  meddling  in  currencies. 

Both  men  worry  about  what  will  happen  if  the  U.S. 
economy  slows  down — the  U.S.  has  been  the  locomotive 
pulling  the  world  economy  the  past  several  years. 

Instead  of  pumping  money  into  the  IMF,  says  Shultz, 
Congress  should  strengthen  the  U.S.  economy.  How?  By 
cutting  taxes.  Shultz  recommends  a  10%  across-the-board 
cut  in  income  taxes,  thus  strengthening  purchasing  power, 
increasing  corporate  profitability  and  encouraging  invest- 
ment. "Outside  of  the  World  War  II  period,  federal,  state 
and  local  taxes  are  at  an  alltime  high  as  a  percentage  of 
national  income." 

Friedman:  "If  we  don't  cut  taxes  Congress  will  opt  to 
spend  the  money  anyway." 

On  the  IMF,  too,  they  agree:  "Let  the  IMF  be  abolished," 
says  Friedman.  "Distribute  the  assets  to  each  country  and 
let  the  markets  take  care  of  the  fallout." 

Friedman  and  Shultz  agree  that  the  1995  IMF  bailout  of 
Mexico  set  the  stage  for  the  present  East  Asian  crisis. 
"Because  of  Mexico  everyone  thought  they  would  be 
bailed  out  of  Russia,  too,"  says  Shultz. 

Friedman:  "Businessmen  should  not  have  a  free  insur- 
ance policy  every  time  they  take  a  risk  in  global  markets. 
The  Mexican  bailout  helped  fuel  the  East  Asian  crisis  that 
erupted  two  years  later.  It  encouraged  individuals  and 
financial  institutions  to  invest  in  the  East  Asian  countries, 
and  reassured  them  about  currency  risk  by  the  belief  that 
the  IMF  would  bail  them  out  if  the  unexpected  happened 
and  the  exchange  pegs  broke. 
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"By  encouraging  people  to  speculate  with  other 
people's  money,  the  IMF  has  been  a  destabilizing  factor  in 
East  Asia.  Not  so  much  because  of  the  conditions  it  has 
imposed  on  its  clients,  whether  good  or  bad,  as  by  shel- 
tering private  financial  institutions  from  the  consequences 
of  unwise  investments." 

Indonesia's  solution  isn't  IMF  money,  Shultz  says.  "The 
solution  is  to  restore  the  confidence  of  the  ethnic  Chinese 
so  they  bring  back  the  $80  billion  they  pulled  out." 

Japan  is  at  the  center  of  most  of  the  Asian  problem, 
Friedman  says,  and  Japan  doesn't  need  the  IMF  either: 
"Japan's  been  following  a  deflationary  policy.  It  turned 
illiquid  banks  into  insolvent  banks  just  as  the  Fed  did  in 
the  U.S.  in  the  early  1930s.  Our  depression  was  caused  by 
allowing  the  money  stock  to  be  reduced  by  a  third. 

"The  Bank  of  Japan  should  print  more  money,  raising 
monetary  growth  to  6%.  Then  let  the  weak  banks  go 
under  and  allow  others  to  acquire  the  good  assets.  Just  as 
the  U.S.  did  during  the  savings  and  loan  debacle." 

The  bad  news:  Even  as  Shultz  and  Friedman  spoke, 
both  parties  in  Congress  were  getting  ready  to  agree  on 
new  spending  programs,  the  Republicans  having  cravenly 
abandoned  their  efforts  to  reduce  taxes.  And  both  parties 
seemed  close  to  agreeing  to  refund  the  IMF.  M 
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Wild  currency  fluctuations  are  destabilizing 
the  world  economy  and  our  own  stock  market. 
A  great  economist  explains  the  play. 

A  primer 

on  exchange  rates 


By  Milton  Friedman 

Three  types  of  exchange  rate  regimes 
are  possible  and  have  existed  at  vari- 
ous times  in  various  countries. 

Fixed  rate  or  unified  currency 

The  clearest  example  is  a  common 
currency:  the  dollar  in  the  U.S.;  the 
euro  that  will  shordy  reign  in  the 


common  market.  Almost  identical  is 
the  balboa  in  Panama,  which  is 
interchangeable  with  the  dollar 
one-to-one,  and  the  currency 
boards  in  Argentina  and  Hong 
Kong,  which  are  committed  to  cre- 
ating currency  only  in  exchange  for 
a  specified  amount  of  U.S.  dollars 
(one  peso  to  $1  in  Argentina,  7.8 


Hong  Kong  dollars  to  $  1 )  and  to 
keeping  dollar  reserves  equal  to  the 
dollar  value  of  all  currency  out- 
standing. A  pure  gold  standard  is  a 
variant  of  this  type  of  regime. 

The  key  feature  of  the  currency 
board  is  that  there  is  only  one  cen- 
tral bank  with  the  power  to  create 
money — in  the  examples  cited,  it's 
the  U.S.  Federal  Reserve  System. 
Hong  Kong  has  no  central  bank; 
Argentina  does — but  without  the 
power  to  create  money. 

Hong  Kong  and  Argentina  have 
retained  the  option  of  terminating 
their  currency  boards,  changing  the 
exchange  rate,  or  introducing  cen- 
tral bank  features,  as  the  Hong 
Kong  Monetary  Authority  has  done 
in  a  limited  way.  As  a  result,  they 
are  not  immune  to  infection  from 
foreign  exchange  crises  originating 
elsewhere.  Nonetheless,  currency 
boards  have  a  good  record  of  sur- 
viving such  crises  intact.  Those 
options  are  not  retained  by  Califor- 
nia or  Panama,  and  will  not  be 
retained  by  the  countries  that  adopt 
the  euro  as  their  sole  currency. 

Pegged  exchange  rate 

This  prevailed  in  the  East  Asian 
countries  other  than  Japan.  All  had 
national  central  banks  with  the 
power  to  create  money  and  com- 
mitted themselves  to  maintain  the 
price  of  their  domestic  currency  in 
terms  of  the  U.S.  dollar  at  a  fixed 
level,  or  within  narrow  bounds — a 
policy  they  had  been  encouraged  to 
adopt  by  the  IMF. 

Such  a  peg  is  fundamentally  dif- 
ferent from  a  unified  currency.  If 
Argentina  has  a  current  account 
deficit;  i.e.,  the  dollar  receipts  from 
abroad  are  less  than  the  payments 
due  abroad,  the  quantity  of  curren- 
cy (high-powered  or  base  money) 
automatically  goes  down.  That 
brings  pressure  on  the  economy  to 
reduce  foreign  payments  and 
increase  foreign  receipts.  The  econ- 
omy cannot  evade  the  discipline  of 
external  transactions. 

But  under  the  pegged  system, 
when  Thailand  had  a  current 
account  deficit,  the  Bank  of  Thai- 
land did  not  have  to  reduce  the 
quantity  of  high-powered  money.  It 
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The  international 
capital  markets  can 
handle  heavy 
weather,  but  this 
was  a  tidal  wave  they 
couldn't  handle. 

There 
is  no 
free 
lunch 

By  Robert  Lenzner 

It  was  like  shooting  fish 
in   a   barrel.   Borrow  yen 
at  less  than  1% — the  cheap- 
est money  in  the  world — 
and    use    the    borrowed    Japanese 
currency  to  invest  in  Treasurys  at 
5.5%  and  emerging  market  debt  at 
10%  to  12%. 

The  gains  were  so  easy:  Say  you 
put  up  $50,000  in  cash  and  bor- 
rowed $950,000  worth  of  yen.  You 
cleared  nearly  $40,000  a  year,  80% 
on  your  money,  just  sitting  there 
and  with  little  apparent  risk.  In  Wall 
Street  jargon,  that's  a  positive 
carry — meaning  you  earn  more  in 
interest  than  the  borrowed  money 
costs  you.  So  easy,  such  a  sure 
thing.  Everyone  was  playing  the 
game — not  just  hedge  funds  but 
multinational   companies,  invest- 


Within  48  hours  the  yen/dollar  carry 
trade  goes  from  sure  thing  to  disaster. 


ment  banks,  commercial 
banks  and  individuals. 

There  was  even  an 
added  kicker:  If  the  yen 
continued  dropping 

against  the  dollar,  you 
made  a  further  profit 
when  you  went  to  pay 
back  your  yen  debt.  And 
so  it  happened.  The 
decline  in  yen  from  130 
to  the  dollar  in  January  to 
147  in  August  meant 
repaying  yen  borrowings 
was  cheaper. 

Hey,  this  was  a  license 
to  print  money. 

But  sure  things  never 
are.  Then  came  the  Russ- 
ian debt  moratorium,  the 
blowup  of  the  Long-Term 
Capital  Management 
hedge  fund  and  the  big 
questions  concerning 
Brazil — additional  shocks 
to  already  nervous  inter- 
national capital  markets. 
Suddenly  everyone 

wanted  and  needed  to  play  things 
safe — the  famous  flight  to  quality. 
International  capital  markets  are 
tremendously  liquid,  capable  of 
handling  heavy  seas.  But  this  was  a 
tidal  wave. 

It  may  have  started  from  the  sell- 
ing of  U.S.  bonds  by  Japanese 
banks  and  institutions  eager  to 
strengthen  their  capital  ratios.  As 
they  sold  their  bonds,  they  convert- 
ed the  dollars  into  yen,  putting 
upward  pressure  on  the  yen 
exchange  rate.  Or  it  could  have 
been  hedge  funds  cutting  back  on 
highly  leveraged  positions  and 
buying  yen  to  repay  loans.  Within 


could  draw  on  its  dollar  reserves  or 
borrow  dollars  from  abroad  to 
finance  the  deficit.  It  could,  at  least 
for  a  time,  evade  the  discipline  of 
external  transactions. 

In  a  world  of  free  capital  flows, 
such  a  regime  is  a  ticking  bomb.  It 
is  never  easy  to  know  whether  a 
deficit  is  transitory  and  will  soon  be 
reversed  or  is  the  precursor  to  fur- 
ther deficits.  The  temptation  is 
always  to  hope  for  the  best,  and 


avoid  any  action  that  would  tend  to 
depress  the  domestic  economy. 
Such  a  policy  can  be  effective  in 
smoothing  over  minor  and  tempo- 
rary problems,  but  it  lets  minor 
problems  that  are  not  transitory 
accumulate  until  they  become 
major  problems.  Moreover,  at  this 
stage,  the  direction  of  any  likely 
change  is  clear  to  everyone — in  the 
Thailand  case,  a  devaluation.  A 
speculator  who  sold  the  Thai  baht 


short  could  at  worst  lose  commis- 
sions and  interest  on  his  capital, 
since  if  the  baht  were  not  devalued, 
the  peg  meant  that  he  could  cover 
his  short  at  the  same  price  at  which 
he  sold  it.  On  the  other  hand,  a 
devaluation  would  bring  him  large 
profits. 

The  resulting  collapse  in  the 
dollar  value  of  the  currencies  of  the 
four  East  Asian  countries  is  an  oft- 
told  tale  that  has  been  experienced 
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48  hours,  between  the  evening  of 
Tuesday,  Oct.  6,  and  the  morning 
of  Oct.  8,  the  value  of  Japanese  yen 
to  the  U.S.  dollar  rose  17%. 

In  the  past  a  short,  sharp  move- 
ment in  the  yen/dollar  rate  might 
be  one-half  of  1%.  Maybe  over  a 
year's  time  the  dollar/yen  spread 
might  change  by  5%.  Not  since  the 
oil  shock  of  the  1970s,  when  the 
went  off  the  gold  standard, 
had  the  world's  main  currencies 
experienced  such  exaggerated 
volatility. 

In  global  currency  markets  there 
was  an  enormous  traffic  jam.  Every- 
one was  trying  to  reverse  their  sure- 
thing  carry  trades.  Banks  wanted 
these  huge  leveraged  currency  bets 
off  their  books.  They  were  pressing 
hedge  funds  and  their  own  trading 
desks  to  reduce  their  risk  profile. 

Because  of  a  flight  to  liquidity,  the 
securities  being  carried — emerging 
market  debt,  junk  bonds,  even  Trea- 
survs — declined  in  value.  Because 
yen  were  more  expensive,  the  cost  of 
borrowing  them  rose.  It  suddenly 
took  17%  more  dollars  to  pay  back 
the  yen  debt.  "The  cushion  on  the 
carry  trade  had  been  flattened.  Add 
in  leverage,  and  the  increased  cost  of 
financing  was  a  profit  wrecker,"  says 
Lisa  Finstrom,  Salomon  Smith 
Barney  senior  currency  analyst. 

Hardest  hit  in  the  U.S.  market  by 
the  flight  to  quality  were  two  inno- 
cent bystanders:  U.S.  junk  bonds 
and  U.S.  small  stocks.  That  neither 
category  was  directly  involved  in 
the  crisis  was  beside  the  point,  and 
may  have  created  significant  profit 
opportunities.  (For  more  on  this, 
sve  Money  &  Investments,  begin- 
ning on  page  366.)  IH 


even  by  large  and  highly  developed 
countries.  The  United  Kingdom, 
which  had  a  central  bank  and  at  the 
same  time  pegged  its  currency, 
experienced  a  foreign  exchange 
crisis  in  late  1967,  when  the  pound 
was  pegged  to  the  U.S.  dollar,  and 
again,  this  time  along  with  France, 
Italy  and  other  members  of  the 
European  Monetary  Union,  in 
1992  and  1993,  when  the  peg  was 
not  to  the  dollar  but  to  exchange 


rates  agreed  to  under  the  European 
Monetary  Union. 

Floating  rates 

The  third  type  of  exchange  rate 
regime  is  one  under  which  rates  of 
exchange  are  determined  in  the 
market  on  the  basis  of  predomi- 
nantly private  transactions.  In  a 
pure  form,  clean  floating,  the  cen- 
tral bank  does  not  intervene  in  the 
market  to  affect  the  exchange  rate 
though  it  or  the  government  may 
engage  in  exchange  transactions  in 
the  course  of  its  other  activities.  In 
practice,  dirty  floating  is  more 
common:  The  central  bank  inter- 
venes from  time  to  time  to  affect 
the  exchange  rate  but  does  not 
announce  in  advance  any  specific 
value  that  it  will  seek  to  maintain. 
That  is  the  regime  currendy  fol- 
lowed  by  the  U.S.,  Britain,  Japan 
and  many  other  countries. 

Under  a  clean  floating  rate,  there 
cannot  be  and  never  has  been  a  for- 
eign exchange  crisis.  There  may  be 
internal  crises,  as  in  Japan,  but  not 
accompanied  by  a  foreign  exchange 
crisis.  The  reason  is  simple:  changes 
in  exchange  rates  absorb  the  pres- 
sures that  in  a  pegged  regime  lead 
to  crises.  The  foreign  exchange 
crisis  that  affected  Korea,  Thailand, 
Malaysia,  and  Indonesia  did  not 
spill  over  to  New  Zealand  or  Aus- 
tralia because  those  countries  had 
floating  exchange  rates. 

The  IMF  muddies  the  water 

The  Mexican  crisis  of  1995  is  the 
most  recent  example  of  a  major  cur- 
rency crisis  in  a  country  with  a  cen- 
tral bank  and  pegged  exchange 
rates.  Mexico,  it  is  said,  was  bailed 
out  by  a  $50  billion  financial  aid 
package  from  a  consortium  includ- 
ing the  International  Monetary 
Fund,  the  U.S.,  other  countries  and 
other  international  agencies.  The 
reality  is  that  "Mexico"  was  not 
bailed  out.  Foreign  entities — banks 
and  other  financial  institutions  that 
had  made  dollar  loans  to  Mexico — 
•were  bailed  out.  The  internal  reces- 
sion that  followed  the  bailout  left 
the  ordinary  Mexican  citizen  with  a 
sharply  reduced  income,  facing 


higher  prices  for  goods  and  services. 
That  remains  true  today. 

The  Mexican  bailout  helped  fuel 
the  East  Asian  crisis  that  erupted 
two  years  later.  It  encouraged  indi- 
viduals and  financial  institutions  to 
make  loans  to  and  invest  in  the  East 
Asian  countries,  reassured  about 
currency  risk  by  the  belief  that  the 
IMF  would  bail  them  out  if  the 
exchange  pegs  broke. 

I  do  not  blame  the  lenders  for 
accepting  the  gift  of  insurance.  I 
blame  the  IMF  for  offering  the  gift 
by  the  way  it  handled  the  Mexican 
and  other  crises. 

The  Mexican  bailout  was  on  a 

"Businessmen  should  not 
have  a  free  insurance  policy 
every  time  they  take  a  risk 
in  global  markets." 
-Milton  Friedman 


much  larger  scale  than  earlier  ven- 
tures. It  led  to  the  IMF  being  viewed 
as  a  lender  of  last  resort,  a  function 
it  was  not  equipped  to  perform. 
When  the  Asian  crisis  broke,  the  IMF 
quickly  committed  itself  to  more 
than  $100  billion  in  loans  to  the 
four  countries  involved,  subject  to 
conditions  on  government  budgets, 
monetary  policies,  banking  regula- 
tions and  the  like.  In  retrospect, 
many  observers,  myself  included, 
believe  that  much  of  the  advice  was 
based  on  the  imf's  experience  with 
countries  whose  problems  derived 
from  excessive  government  spend- 
ing and  budgets.  The  advice  was  not 
appropriate  to  East  Asia,  where  the 
problem  was  not  a  fiscal  crisis  but  a 
banking  crisis — in  Japan  as  well  as  in 
the  pegged-rate  countries. 

What  should  we  do? 


Of  the  three  possible  exchange  rate 
regimes  for  a  developing  country, 
either  a  truly  fixed  rate  with  no 
national  central  bank  or  a  floating 
rate  plus  a  national  central  bank  is 
preferable  to  a  pegged  exchange 
rate.  That  lesson  emerges  clearly 
from  East  Asia  but  is  also  supported 
by  much  earlier  experience.  ■■ 
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E&EEECIIIl  Modern  bankers  are  doing 

ATMs  and  Internet  services.  Old-fashioned 
Kerry  Killinger  is  sinking  Washington 
Mutual's  efforts  into  branches. 

Tellers  who  hustle 

By  Seth  Lubove 

Kerry  Killinger  learned 
about  incentive-based  com- 
pensation at  the  University  of 
Iowa  by  fixing  brass  instru- 
ments at  a  music  shop  for 
commissions  instead  of  a  fixed 
salary.  "You  just  watch  the 
productivity  of  someone  on 
that  deal,"  muses  Killinger,  49, 
now  the  chairman  and  chief 
executive  of  Washington 
Mutual  Inc.  He  made  a  better 
living  repairing  instruments 
than  he  did  for  three  years  in 
the  business  world  as  a  newly 
minted  M.B.A. 

These  days  the  soft-spoken 
but  intense  Killinger  is  apply- 
ing those  early  lessons  on  a 
grand  scale.  After  swallowing 
California's  H.F.  Ahmanson  & 
Co.— Killinger's  20th  s&L 
acquisition  since  becoming  ^i^M 
president  in  1988 — he  runs, 

from  modest  leased  offices  in  a  Seattle  high-rise,  the 
nation's  largest  thrift,  with  $156  billion  in  assets.  While 
many  big  banks  push  their  retail  customers  to  ATMs,  he's 
going  the  other  direction.  He  likes  branches,  and  he  wants 
customers  to  talk  to  the  tellers.  Killinger  may  be  some  kind 
of  freak  in  thinking  that  automatic  teller  machine  usage  has 
peaked. 

Lured  by  a  loss-leader  free  checking  account  with  no 
minimum  balance,  customers  come  to  the  branch  only  to 
get  the  hard  sell  on  other  products.  Everyone  from  the 
teller  to  the  branch  manager  is  earning  commissions  on 
something.  Indeed,  the  branch  managers  earn  40%  of  their 
pav  from  overrides  on  their  tellers. 

Open  a  "free"  checking  account  at  one  of  Washington 
Mutual's  1,200  branches  and  you'll  also  be  offered  a  $3-a- 
month  add-on  that  includes  such  things  as  accidental  death 
insurance,  discount  coupons  and  a  travel  service.  Then  you 
mav  get  a  call  at  home  from  the  friendly  chap  at  the  branch 
who  opened  your  account,  making  sure  that  you  received 
your  checks  and  that  everything  else  is  in  order.  As  long  as 
he's  got  you  on  the  phone,  perhaps  you'd  be  interested  in 
a  home  equity  line,  a  personal  loan,  a  new  mortgage? 
Bounce  a  check,  as  lower- income  customers  who  are  lured 
by  free  checking  are  prone  to  do,  and  you'll  pay  a  stiff  $17- 
to-$20  charge — but,  by  the  way,  can  we  help  you  consoli- 


Washington  Mutual's  Kerry  Killinger  (in  grocery  branch) 
Hook  them  with  free  checking,  and  sell  hard. 


date  those  nagging  debts?  Of  the  thrift's  free-checking  cus- 
tomers, 77%  buy  other,  fee-based,  services. 

Washington  Mutual's  expected  1998  return  on  assets  of 
1 .1 1%  is  decent  enough  for  the  industry.  But  its  return  on 
equity,  which  Dain  Rauscher  Wessels  analyst  R.  Jay  Tejera 
projects  at  over  20%  for  1998,  beats  many  big  banks. 

Salesmanship  explains  why  Washington  Mutual,  while 
merely  the  fourth-largest  mortgage  originator  in  the  nation 
last  year,  ranks  first  in  writing  adjustable-rate  mortgages  for 
its  own  portfolio,  arms  are  preferred  by  lenders  because 
they  eliminate  much  of  the 
investment  risk  in  home  mort- 
gages, but  are  feared  by  home- 
owners. Industrywide,  13%  of 
new  mortgages  during  the  first 
half  were  arms;  at  Washington 
Mutual,  half  were. 

How  do  you  get  a  home 
buyer  to  sign  an  arm?  You 
look  him  in  the  eye  and  talk 
"flexibility."  Since  Washington 
Mutual  can  afford  to  hold  on 
to  a  mortgage  if  it  is 
adjustable,  it  can  break  some 
of  the  usual  rules  that  apply  to 
mortgages  aimed  at  the  resale 
market.  Among  other  things, 
Washington  Mutual  can 
accommodate  borrowers  who 
want  to  occasionally  pay  down 
their  mortgages  faster  than 
called  for.  "It  takes  personal- 
ization, face  to  face,"  says 
Craig  Davis,  executive  vice 
president  of  mortgage  banking 
and  financial  services. 

And  Washington  Mutual  knows  how  to  get  in  its  cus- 
tomers' faces.  Even  his  grocery-store  branches  differ  from 
the  pint-size  ATM  outposts  popular  among  commercial 
banks.  Many  of  Washington  Mutual's  in-store  branches  are 
staffed  with  tellers  offering  the  full  range  of  products. 

Branch  managers  are  given  wide  discretion  to  sell  the 
most  appropriate  products  for  their  area  and  develop  their 
own  marketing  campaigns.  At  the  Fountain  Valley,  Calif, 
branch,  in  a  middle-income  area  rich  with  small  business- 
es, manager  Deborah  Miekle  aims  at  getting  the  owners  to 
open  up  accounts.  When  their  workers  come  in  to  cash 
their  paychecks,  her  tellers  try  to  get  them  to  open  check- 
ing accounts. 

A  few  miles  away,  in  Anaheim  Hills,  the  clientele  is 
wealthy  enough  to  qualify  for  free  checking  anywhere.  The 
bubbly  manager,  Angela  Deister,  trains  her  employees  to 
greet  the  folks  as  they  step  in  the  door,  maybe  ask  how 
junior's  soccer  team  is  doing.  When  the  branches  partici- 
pate in  community  affairs,  there's  usually  a  practical 
motive — auxiliaries  and  the  like  all  are  potential  customers. 
Incentives  for  Killinger?  He  stays  in  Holiday  Inns  and 
flies  bare-bones  Southwest  Airlines.  But  his  company's 
stock  was  recently  up  eightfold  from  when  he  took  over, 
and  he  owns  $31  million  of  it.  ■ 


56 


Forbes  ■  November  2,  1998 


\nnouncing  a  new  company  that  powers  jet  engines  and  entire  cities. 


•  •  J 


Now  there's  a  new  company  that's  using  jet  engine  technology  in  some  very  illuminating  ways. 

We're  Cordant  Technologies  Inc.  Our  Howmet  International  company  has  applied 

aerospace  research  to  power  generating  gas  turbines,  achieving  market  leadership  as 

well  as  double  digit  growth.  At  Cordant,  we're  constantly  seeking  profitable  new 

opportunities  in  new  markets.  And  looking  at  them  in  a  whole  new  light. 


1  ■888.977.6397/www.cordanttech.com 
CDD 


NYSE 


v.  Cordant 
Technologies 

Thlokol  •  Howmet  •  Huck 

When  it  better  work, 
we  make  it  work  better. 


Without  the  right  equip  m  e  x  t 
a  big  job  can  seem  even  bigger 


u>j 


'Any  W a.  a  e  " 


Whether  it's  high-volume  black  and 
white  or  full-color  solutions, 
Canon  has  the  right  tools  for  the  job. 

When  faced  with  an  overwhelming  work- 
load, it's  good  to  have  office  equipment 
that's  up  to  the  task.  Like  Canon's  high- 
volume  systems.  Digital  or  analog,  our 
high-volume  machines  are  designed  so  you 
can  handle  your 
biggest  jobs  with 
very  little  effort.  And  all  have  finishing 
capabilities  that  can  improve  your  produc- 
tivity right  from  the  start.  Not  to  mention 
the  image  quality  and  reliability  that  have 
become  the  standard  in  the  industry.  So 
choose  the  right  equipment-  high-volume 
black  and  white  and  full-color  solutions 
from  Canon.  Suddenly,  those  big  jobs  aren't 
so  big  anymore. 


Canon 


i-800-oK-cANON,  www.usa.canon.com 


Not  all  educators  teach.  In  some  states,  there  are  more 
administrators  in  public  schools  than  teachers. 

Top-heavy 


By  Peter  Brimelow 
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Numbers  are  rounded;  U.S.  average  is  a  weighted  average  of  all  states.     1 
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In-school  staff 


{ 


I 


Other  staff  i  county  and  state) 

District  staff  (District  administrators,  support, 
instructional  coordinators  and  supervisors) 

School  staff  (instructional  aides, 

guidance  counselors,  librarians,  administrators) 

Teachers 


21  3  IIS  28  8  23  9  112  23J 23.1  23  8  27.4  25.4  27  3  21 1  17.7  22.6  24  7  25  3  269309336 
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Teachers  in  seven 
states  below  50% 
total  staff 
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wees.  Michael  Antonucci,  Education  Intelligence  Agency;  National  Center  for  Education  Statistics, 
S.  Department  of  Education. 


Forbes  has  had  many  disagreeable  things 
to  say  about  teachers'  unions  and  the  rest  of 
the  American  educational  establishment. 
But  we  have  never  placed  the  blame  for  edu- 
cational shortcomings  on  the  men  and 
women  who  staff  our  classrooms,  har- 
rumph.  A  lot  of  the  waste  in  the  system  is 
the  fault  of  the  nonteaching  bureaucracy. 

The  chart  here,  first  developed  by 
Michael  Antonucci  of  the  Sacramento, 
Calif-based  Education  Intelligence  Agency 
and  now  in  an  updated  version,  shows 
remarkable  variations  in  staffing  patterns 
from  state  to  state.  Seven  states  achieve  the 
wretched  distinction  of  having  more  per- 
sonnel outside  the  classroom  than  in  it.  That 
is,  over  half  their  "educational"  staff  are  not 
teachers. 

Remember — these  are  personnel  num- 
bers, not  salary  costs.  But  we  do  know  that 
the  out-of-the-classroom  professionals  earn 
more  on  average  than  teachers.  So  our 
chart,  if  anything,  understates  public  educa- 
tion's administrative  overhead.  Overall, 
salaries  and  benefits  consume  more  than 
four-fifths  of  educational  spending. 

eia's  Antonucci  cautions  that  this  analysis 
is  not  a  simple  index  of  virtue.  State  categories 
may  not  be  perfectly  comparable.  Note  that 
Vermont  has  a  relatively  low  proportion  of 
teachers  (49.4%)  but  a  high  proportion  of  in- 
school  staff  (25.9%).  First-ranked  Rhode 
Island,  however,  has  the  highest  proportion 
of  teachers  (63.3%)  and  still  manages  a  near- 
average  proportion  of  school  staff. 

And  there  may  be  some  special  circum- 
stances. For  example,  the  District  of  Colum- 
bia has  a  relatively  high  (56.8%)  proportion 
of  teachers.  But  its  per-pupil  spending  is 
exceptionally  high  and  its  student  scores 
exceptionally  low. 

On  the  other  hand,  in  last-ranked  Michigan 
only  45.2%  of  educational  staff  are  teachers. 
No  less  than  40.2%  of  educational  staff  are  at 
the  district  level  or  "other" — mostly  in  county 
and  state  offices.  In  other  words,  two  out  of 
every  five  Michigan  "educators"  don't  actual- 
ly have  to  see  (or  hear)  any  children  at  all  in  the 
course  of  their  working  day. 

Coincidentally,  Michigan  is  a  strong  labor 
union  state  and  the  home  of  the  "Michigan 
Mafia" — the  clique  of  activists  that  has  con- 
verted the  National  Education  Association  into 
a  full-blown  labor  union  since  the  1960s 
(Forbes,  June  7, 1993).  IV 


Research:  Edwin  S.  Rubenstein, 

research  director,  Hudson  Institute,  Indianapolis. 

edwinr@hii.hudson.org 
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A  weak  farm  economy  has  always 
spelled  big  trouble  for  Deere  &  Co. 
This  time— maybe  not. 


Bucking  the  downtrend 


r 


The  news  from  the  American  heart- 
land is  not  good.  Bumper  harvests  at 
home  and  empty  pocketbooks  in 
Asia  have  depressed  grain  and  live- 
stock prices.  Net  U.S.  farm  income 
will  fall  nearly  16%  this  year.  That's 
recession  bordering  on  depression  so 
far  as  farmers  are  concerned. 

This  is  a  bad  time  to  be  selling 
tractors.  North  American  retail  farm 
equipment  sales  could  fall  20%  next 
year.  You  would  never  know  it, 
though,  talking  to  the  people  in  the 
sleek,  Eero  Saarinen-designed  head- 
quarters of  $12  billion  (sales)  Deere 
&  Co.  in  Moline,  111.  Here  the  mood 
seems  as  bright  as  the  shine  on  a  new 
green-and-yellow  Deere  combine. 

Deere's  chairman  and  chief  executive 
is  Hans  Becherer,  63,  a  thin,  patrician- 
looking  former 
Deere  Chairman  Goldman,    Sachs 

Hans  Becherer  investment  banker 

Flat  earnings  in  a  who  has  been 
farm  recession?  with  Deere  for  30 
Could  happen.  years.  "Our  future 

■■■■  looks  pretty  damn 

good,"  he  says. 

Good?  Last  time  there  was  bad 
trouble  in  the  farm  belt,  in  1990-92, 
Deere's  revenues  dropped  15%,  and 
profits  just  about  vanished.  "The 
paradigms  of  the  early  1990s  have 
changed,"  Becherer  insists.  "We're 
different  now." 

"Different"  in  that  30%  of  Deere's 
operating  profits  today  come  from 
construction  equipment  and  con- 
sumer goods  like  riding  lawn  mowers 
and  leaf  blowers.  Seven  years  ago 
these  combined  businesses  lost 
money.  Today  they're  growing  three 
times  as  fast  as  the  farm  equipment 
division.  Still,  given  the  gloom  in  the 
farm  belt,  Deere's  new  diversification 
is  about  to  be  severely  tested. 

So  it's  fortuitous  that  Deere's 
board  has  picked  this  time  to  run  a 
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Maybe  it  all  began  at  Camp 
Iroquois.  Or  a  double  date  in 
a  '72  Chevy.  Perhaps  when 
you  sat  next  to  each  other  in 
English  Lit.  Or  ivhen  you 
both  applied  for  the  same  job. 

fr  lends  fo  r   I  ife 

Friends.  It's  about  looking  out  for  someone  close.  It's  about 
sharing  a  future.  It's  about  dedication,  and  hoiv  tue  do  busi- 
ness. Which  could  explain  zuhy  so  many  friends  recommend 
American  Life  to  their  friends.  And  ivhy  American  Life 
and  our  policyholders  are  friends  for  life. 


ylnnuities 
-401(k)  Programs 
Variable  Universal  Life 
Individual  Retire-men  t  u4n nuities 


American  Life 


320  Park  Avenue,  New  York,  NY  10022     1-800-957-5432 

The  American  Life  Insurance  Company  of  New  York  is  a  wholly  owned  subsidiary  of  Mutual  of  America  Life  Insurance  Company. 


anything  a  desktop  can  — 


[_l  MtVlt^AAmW  anywhere  you  want.  Notebooks  that  R  1 ;: 


the  Armada  notebook  that's  perfect  for  you)  call  1-800-AT-COMPAQ.  ( 

Better  answers; 
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pjoncept  of  value.  To  locate  a  reseller  (and 
rivxompaq.com/products/portables/. 


The  New  Compaq  Armada. 


pentiunrrJJ 


. 


chief  executive  succession  race,  pit- 
ting four  recently  promoted  division 
heads  against  one  another.  A  nice 
incentive  for  four  guys  to  notch  up 
to  ramming  speed  on  a  level  track. 

Becherer  plans  to  retire  in  two 
years.  He  is  clearly  determined  to 
leave  in  a  blaze  of — if  not  glory — 
comfortable  numbers.  He  has  made 
it  a  goal  to  avoid  a  drop  in  earn- 
ings per  share  for  1999  from 
this  year's  expected  $4.16  a 
share.  Brave  fellow.  With 
global  recession  clouds 
forming,  nearly  every  Wall 
Street  farm  equipment 
analyst  projects  earnings  at 
Deere,  Case,  New  Holland 
N.V.  and  Agco  will  fall  at 
least  10%  next  year. 

Not  if  Bernard  Hardiek  can  help 
it.  At  57,  this  18 -year  Deere  veteran 
runs  the  mother  ship,  the  $7.4  bil- 
lion (sales)  agricultural  equipment 
division.  Having  spent  long  days  on 
his  uncle's  Effingham,  111.  farm,  he 
knows  what  it's  like  to  work  the  soil 
for  a  living.  Two  months  ago 
Hardiek  put  employees  from  market- 
ing, engineering  and  manufacturing 
into  20  teams  for  weeklong  meet- 
ings. Figure  out  how  to  build  com- 
bines cheaper,  he  ordered. 

Teams  came  up  with  hundreds  of 
little  tweaks,  few  saving  more 
than  $20.  For  example,  cast 
ing     frame     parts     whole 
instead  of  making  several 
welds. 

It  adds  up:  Since  July 
Deere  has  trimmed 
$3,000  off  the  cost  of 
making  a  $135,000  com- 
bine. At  Deere's  volumes, 
that's  about  $9  million  in  sav 
ings  a  year.  Teams  are  now  doing  the 
same  exercise  on  $70,000  self-pro- 
pelled pesticide  sprayers. 

Similar  to  cost-cutting  programs  at 
AlliedSignal  and  General  Electric, 
Hardiek's  team  effort  will  eventually 
reach  all  the  division's  42  products. 
"It's  like  lowering  the  water  in  the 
pond,"  he  says.  "Every  time,  you  see 
more  rocks  and  sticks." 

Hardiek  is  also  facing  dow  ,  i  Cater- 
pillar, the  $20  billion  (sales)  Peoria- 
based  construction  equipment  giant 
that  has  been  nibbling  into  Deere's 
44%  share  of  the  high-horsepower 
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Let  the  race  begin 


Can  an  executive  beauty  pageant 
bolster  earnings?  The  following 
four  are  candidates  to  succeed 
Deere  Chairman  Hans  Becherer 
in  two  years.  None  will  discuss  the 
matter.  Folks  in  Moline  are  too 
collegialfor  such  politicking. 

Bernard  Hardiek 

President,  worldwide 
agricultural 
equipment  division 

Farm  equipment  is 
60%  of  Deere's 
sales.  Hardiek  has 
the  most  influence; 
does  he  have  the  plan 
to  survive  a  slump? 

Ferdinand  Korndorf 

President,  worldwide 
commercial  and  consumer 
equipment  division 

Korndorf  oozes 
ambition.  He 
talked  the  board 
into  quadrupling,  to 
$115  million,  Deere's 
investment  in  landscap- 
ing equipment. 

Robert  Lane 

Senior  vice  president,  Europe, 
the  Middle  East  and  Africa 

Becherer  likes  execu- 
tives who  feel  at 
home  abroad.  In 
March  he  moved 
the  smooth  Lane 
out  of  the  chief 
financial  officer  job 
to  run  the 
Mannheim,  Germany 
office. 

Pierre  Leroy 

President,  construction 
equipment  division 

Wall  Street  likes  the 
analytical  mind  of 
this  former  chief 
financial  officer. 
But  independent 
dealers  arc  scratch- 
ing their  heads  over 
Deere's  investment  in 
a  rival  Phoenix  rental 
dealer  with  national  plans. 


farm  tractor  market.  Cat  is  adding 
capacity  to  its  DeKalb,  111.  tractor 
plant  and  is  building  a  combine  fac- 
tory in  Omaha.  A  quarter  of  Cat's  65 
LI.S.  dealers  are  building  separate 
farm  equipment  sales  showrooms. 

Hardiek  is  striking  back  with  new 
rubber-belted,  400-plus  horsepower 
tractors,  a  market  that  Caterpillar  has 
had  largely  to  itself.  Hardiek  will 
then  try  to  overwhelm  Cat  with  the 
distribution  heft  of  his  1,700  dealers 
nationwide. 

Also  butting  heads  with  Cat  is 
Pierre  Leroy,  50,  a  dapper  Universi- 
ty of  Chicago  Business  School  grad- 
uate who  heads  Deere's  $2.6  billion 
construction  equipment  business.  A 
former  Deere  chief  financial  officer, 
Leroy  is  rolling  out  an  ambitious 
program  he  calls  "estimate  to  cash." 
What  that  means  in  simple 
English  is  getting  unions, 
suppliers  and  dealers  to 
work  more  closely  togeth- 
er to  respond  to  demand 
shifts.  Leroy  is  using  the 
Internet  to  make  this 
happen:  Deere's  construc- 
tion equipment  dealers  now 
E-mail  their  orders  and  fore- 
casts daily — instead  of  monthly — 
right  to  the  factory. 

This  permits  Deere  to  schedule 
output  close  to  demand.  If  orders 
are  slack,  rather  than  tell  workers 
not  to  come  in  tomorrow  the  facto- 
ry boss  schedules  some  of  them  to 
go  to  dealerships  to  do  repair  work. 
Leroy's  model  is  Dell,  which  has 
built  its  entire  business  on  fast 
response  times  to  incoming  orders. 
In  a  trial  run  this  year,  Leroy  says, 
95%  of  Deere's  backhoe  loaders  were 
delivered  in  30  to  60  days.  Industry 
norm  is  more  like  six  months. 

So  far,  so  good:  Operating  profits 
in  Leroy's  division  are  already  up 
nearly   50%  so   far   this  year. 
Instead  of  pushing  supply, 
we're    pulling    demand," 
Leroy  says.  "We'll  always 
be  cyclical,  but  [with  this 
new  program,]  unless  we 
get  a  50%  or  more  sales 
decline,  we're  never  going 
to  lose  money  again  in  our 
division." 
On  the  $2  billion  commercial 
and  consumer  equipment  side  is  divi- 
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■in  president  Ferdinand  Korndorf, 
4.  A  classmate  of  Leroy's  at  the 
diversity  of  Chicago,  Korndorf  is 
<p  highly  competitive  guy  He  brags 
■a  Forbes  reporter  how  he  swiped 
i-  Home  Depot  riding  mower 
wount  from  a  subsidiary  of 
'Imkins  Pic. 

IJBy  year's  end  Korndorf  will  open 
Kew  $70  million  skid-steer-loader 
■tory  in  Knoxville,  Term.,  accord- 
m,  to  market  analyst  Frank  Manfre- 
11  of  Manfredi  &:  Associates.  These 
He  four-wheel  construction  load- 
I.  can  operate  in  tight  places, 
■mand  has  been  growing  almost 
1%  per  year,  but  Deere  has  sold 
[jrw  Holland's  version  rather  than 
■ild  its  own.  With  his  own  factory, 
Iirndorf  hopes  to  catch  Ingersoll- 
Ind's  Bobcat  brand,  the  market 
•  dcr. 

IJDeere's  riding  mowers  and  land- 
Ikping  machines  are  already  grab- 
■lg  market  share  from  Toro  and 
lectrolux.  "Grass  has  to  get  cut 
liether  soybean  prices  are  up  or 
Iwn,"  rasps  Korndorf  in  his  husky 
•lokcr's  voice.  His  unit's  operating 
jofits  are  up  50%  so  far  this  year. 
rjThe  fourth  contender  for  the  top 
lb  at  Deere  is  Robert  Lane,  49, 
nior  vice  president  of  Europe,  the 
liddle  East  and  Africa,  a  unit  that 
ovides  more  than  75%  of  the  com- 
Iny's  S300  million  in  foreign  oper- 
ing  profits. 

BAnother  former  Deere  chief  finan- 

jil  officer  and  University  of  Chica- 

>  MB. A.,  Lane  is  a  relative  new- 

Imer  to  line  responsibilities,  having 

|ken  over  his  Germany- based  divi- 

pn  only  last  March.  Lane's  chal- 

inge  is  how  to  peddle  tractors  in  a 

ussja  that  is  desperate  for  equip- 

ent  but  essentially  broke.  If  he  can 

■he  the  Russia  problem  for  Deere, 

ine  could  well  be  a  front-runner  for 

It  top  job. 

Meanwhile,  Becherer  is  watching 

e  footrace  with  satisfaction,  know- 

g  that  his  final  years  might  not  go 

jell  but  that  he  has  four  bright  can- 

J  dates  to  succeed  him.  "When  I  was 

|  senior  officer,  I  had  no  idea  I  would 

:  selected  chief  executive.  All  I  can 

y  is  you  gotta  enjoy  what  you're 

Ding,  get  out  there  and  work  as  hard 

j;  you  can."  Not  bad  advice  in  any 

impany  at  any  time.  §■ 
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Stressed-out  employees  have  no  choice  but  to  waste  work  hours 
on  personal  chores  and  problems.  More  and  more  companies 
are  helping  themselves  by  helping  their  employees. 

The  new  paternalism 


By  Joanne  Gordon 

Jeanne  Sasek,  44,  and  her  husband, 
Michael,  50,  decided  to  adopt  a 
baby.  But  where  were  they  going 
to  find  the  time  to  search  for 
the  right  adoption  agency? 
They  each  work  40  to  50 
hours  a  week — Jeanne  as  an 
employee  benefits  manager 
at  kpmg,  and  Michael  as  a 
financial  systems  software 
consultant. 

Fortunately,  Jeanne 
had  an  understanding 
company.  As  one  of  its 
benefits    kpmg   allows 
employees  to  tap  the 
services     of     Work 
Family  Directions, 
a  counseling  and 
referral        outfit 
based  in  Boston. 
Sasek    called    the 
agency's  800  number 
and  spoke  to  an  adop- 
tion   specialist,    who 
promptly    mailed    the 
Saseks  the  names  and  qual- 
ifications of  eight  adoption 
agencies.  What  might  have  taken 
the  Saseks  weeks  the  agency  pro- 
duced in  a  few  days. 

The  Saseks  selected  one,  and  today 
they  estimate  the  counselor  saved 
them  almost  200  hours.  To  what 
end?  An  adopted  son,  now  4  years 
old,  whom  they  named  David.  Sasek 
has  since  called  the  800  number  to 
find  day  care  for  David  and  a  nursing 
home  for  her  89-year-old  mother-in- 
law — all  for  free.  About  500  KPMG 
employees  call  the  800  number  each 
year  for  similar  assistance. 

It's  the  newest  wrinkle  in  family- 
friendly  benefits:  companies  like  KPMG 
stepping  in  to  ease  the  personal  bur- 
dens of  stressed-out  dual-career  cou- 
ples and  single  parents. 

Consider:     Procter     &  Gamble, 


Aetna  and  many  others  help  employ- 
ees find  day  care  for  their  child  or 
nursing  homes  for  their  aging  par- 
ents. Starbucks  and  Kraft  Foods  will 
point  you  to  a  kennel  for  your  pet. 
IBM  will  help  put  together  a  payment 
schedule  for  your  student  loans,  and 
U.S.  Bancorp  will  help  you  find  a 
lawyer  to  read  an  apartment  lease. 
The  folks  at  Fleet  Corp.  will  even 
help  workers  find  a  roofer  or  painter 
(but  no  guarantees  they'll  show  up). 

It  can  get  pretty  personal.  J. P. 
Morgan  employees  now  go  on-line  to 
get  information  about  dealing  with 
the  stress  of  infertility,  creating  a 
living  will  or  disciplining  a  child. 

"You  have  shoe  repair  at  work, 
exercise   at  work.   So   now  vou're 


going  to  have  a  little  boutique  to  taki 
care  of  your  personal  problems,"  say 
Sheila  Macdonald,  an  executive 
with  the  Employee  Assistance 
Professionals  Association. 
These  work/life  programs 
as  they're  called,  cost  employ 
ers   as   little   as   $10  pe 
worker  annually.  Usualh 
corporations  outsource 
the  service  to  compa 
nies  staffed  by  peopl 
who     may     have 
degree  in  psycholo; 
social        work — o 
none  at  all.  Employ 
ees    call    an    80' 
number    and    car 
talk  for  as  long,  am 
as  often,  as  they  like 
To  avoid  legal  respon 
sibility  in  case  anything 
goes  wrong,  employer, 
tell  their  workers  it': 
a    third-party    referra 
only — not  a  recommenda 
tion  (see  box). 

Last  year  about  half  of  al 
companies  with  more  than  10( 
employees  offered  some  kind  of  fre< 
work/life  service,  according  t( 
Families  and  Work  Institute 
They're  more  common  at  compa 
nies  with  a  high  percentage  o 
women  and  minorities  in  executivi 
positions  and  with  lots  of  femali 
employees  overall.  Typically  abou 
5%  to  10%  of  a  company's  employ 
ees  actually  use  the  services.  Yes 
that's  a  small  percentage.  Why 
Workers  remain  wary  about  mixinj 
personal  business  with  work. 

In  an  earlier  time,  such  program 
would  have  been  called  paternalistic 
but  today  it's  almost  a  necessity.  Evei 
well -off  families  rarely  have  servants  t( 
do  chores.  With  both  spouses  workin] 
hard,  no  one  is  free  to  deal  full-tim 
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SOMETHINGS  YOU  REMEMBER 
FOR  A  LIFETIME 

This  is  the  power  behind  .1 
service  or  recognition  award  from  Tiffanv: 
Affordable  designs  that  always  create  an  exciting  Blue  Box  presentat 
Timeless  designs  that  are  treasured  for  vears  afterwards. 

For  information  or  to  applv  for  a  business  account 
call  Tiffanv  Corporate  Sales  at  800-770-0080,  ext.  10. 


Tiffany  &Co. 
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with  even  pressing  personal  issues. 

In  the  1970s  companies  began 
offering  workers  free  access  to 
counseling — mainly  for  drug  or 
alcohol  addiction — having  realized 
that  those  problems  had  an  eco- 
nomic cost.  "Today  they're  look- 
ing at  the  economic  cost  of  things 
like  dual-career  couples,  single  par- 
ents and  stress,"  says  Bradley  Goo- 
gins,  director  of  Boston  College's 
Center  for  Corporate  Community 
Relations. 

The  costs  are  obvious.  A  wor- 
ried employee  may  waste  hours 
and  emotional  energy  searching 
for  a  baby-sitter  or  caring  for  an 
elderly  parent — or  solving  more 
mundane  household  chores,  like 
getting  a  leak  fixed.  Dealing  with 
divorce  or  a  death  in  the  family  can 
seriously  derail  an  employee. 

As        Margaret        Browning,      I 
work/life    director   at   software 
outfit   Mentor   Graphics,   puts   it, 
"You  get  higher-quality  work  when 
you  have  an  employee  who  can  focus 
on  work." 

Katrina  Butterfield,  a  single  mom 
in  Salt  Lake  City,  is  typical  of  those 
who  use  these  services.  Her  life  was 
chaotic  when  she  started  working 
for  Marriott  International  as  a  cus- 
tomer service  representative  in  Sep- 
tember 1997.  She  was  caring  for 
her  three  children,  attending  col- 
lege business  classes  three  nights  a 
week  and  going  through  a  difficult 
divorce.  She  called  the  800  number 
after  spending  three  fruitless  weeks 
searching  for  a  good  day-care  center 
for  Tracy,  8,  and  Stephen,  12.  A  day 
later  a  counselor  faxed  her  a  list  of 
ten  nearby  centers.  Butterfield 
picked   three   she   liked,   and  the 


Amy  Kennedy,  a  Ceridian  counselor 

Easing  employee  stress — over  the  phone. 


counselor  called  each  to  check  the 
cost  and  operating  hours.  Two  days 
later  Tracy  and  Stephen  were 
attending  the  Redwood  Multi- 
purpose Center. 

Butterfield  later  used  the  service  to 
help  find  a  divorce  lawyer.  And  she 
will  probably  use  it  again  to  find  a 
child  psychologist  to  help  her  chil- 
dren cope  with  the  divorce.  "Know- 
ing they  did  it  all  for  me  made  me  a 
lot  more  relaxed,"  she  says. 

Marriott,  whose  success  depends 
on  smiling  workers,  considers  the 
price  of  that  contentment  cheap.  It 
pays  a  provider,  Ceridian  Perfor- 
mance Partners  Inc.  of  Minneapolis, 
about  $12  per  employee  each  year,  or 
$1.2  million  total.  Since  the  program 
began  in  1996,  Marriott  workers 
have  placed  more  than  13,000  calls. 


The  majority  are  from  lower-wage 
employees  like  housekeepers  and 
bellmen  who  have  lots  of  customer! 
contact.  About  half  are  looking  for| 
child-care  help. 

The  payoff:  7%  of  callers  sur 
veyed  said  the  800  number  pre- 
vented them  from  quitting  the  job;i 
11%  said  they  were  absent  from 
work   less;    and    14%   said   they: 
arrived  on  time  more  often.  And 
two-thirds  of  all  callers  said  they 
were  less  stressed  after  calling 
Adding  up  the  cost  savings  from 
things  like  less  absenteeism,  Mar 
riott  figures  a  400%  return  on  its 
investment. 

Corporations  like  work/life  for 
another  reason:  They  think  it 
promotes  loyalty.  Tim  Sutton, 
43,   has   worked   as   a   security 
guard  at  Atlanta's  Marriott  Mar- 
quis Hotel  for  three  years.  He 
turned  to  the  800  number  last] 
January  when  rent  and  child  sup- 
port payments  were  due — he  had] 
already  used  up  his  maximum  salary 
advances.  A  counselor  gave  him 
phone    numbers    of   government 
agencies,  churches  and  charities  to 
which  he  could  apply  for  housing 
assistance.  And  she  later  called  him 
a  half-dozen  times  to  see  how  he 
was  doing.  Sutton  is  now  a  devoted 
Marriott  employee. 

Let's   face   it,    though:    Unlikel 
family  love,  corporate  support  is  not 
unconditional.  When  the  economy 
heads  south,  will  employer  sensitiv 
ity  do  the  same? 

Not  necessarily.  Smart  companies 
realize  that  keeping  employees 
motivated  and  productive  pays 
off — perhaps  even  more  in  bad 
times  than  in  good.  ■ 


Avoiding  the  litigation  trap 

Poorly  run  work/life  programs  can  backfire  on  an  employer. 
Here's  advice  from  human  resource  executives  and  lawyers 
about  setting  up  a  program  that  minimizes  risk. 

Referrals  only.  Make  sure  employees  know — in  writing— 
that  they  are  ultimately  responsible  for  selecting,  say, 
a  nursing  home  for  an  ailing  parent.  Employees  "need  to 
know  that  they  are  getting  referrals,  not  recommenda- 
tions," says  Judith  Ferber,  general  counsel  for 
Work/Family  Directions  Inc. 


ice. 


Outsource.  Hire  an  outside  vendor  to  provide  the  service. 
This  keeps  an  arm's  length  between  employer  and  employ- 
ee. "There's  no  economic  tie  between  the  providers  [say,  a 
day-care  center]  and  us,"  says  Bernie  Milano,  who  helped 
run  kpmg's  program. 

Insurance.  Choose  a  vendor  with  comprehensive 
general-liability  insurance.  If  a  worker  sues,  the  employer 
should  be  covered  under  the  vendor's  insurance. 

Quality.  The  work/life  vendor  should  have  a  good  track  record. 
Don't  take  the  vendor's  word — check  references.      -J.G. 
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The  AT&T  Direct  Service  Speed  Dial  Button 

The  fast  and  easy  way  to  call  worldwide  from  overseas.  And  share  the  big  win 

with  the  home  office. 


t's  all  within  your  reach 


AT&T 


The      button      that      gets      you      there      fast* 


Calling  the  world  from  many  foreign  hotels  is  as  easj 
pushing  a  button.  With  the  world's  most  powerful  network! 
AT&T  Direct®  Service  Speed  Dial  Button  connj 
you  automatically  from  your  room  to  the  boardroom. You] 
even  use  your  AT&T  Calling  Card  or  any  of  these  cr 
cards.  Like  they  say,  good  news  travels  fast. 


www.  att.  com/travel  ei 


Use  the  AT&T  Direct  Service  Speed  Dial  Button  at  these  fine  hotels: 


^ 

W^b 

Presidente  Inter-Continental  Guadalajara 

Guadalajara,  Mexico 

Tel:  52  3  678  1234 

The  hotel  is  situated  25  minutes  from  the  airport  and  directly  in 
front  of  Plaza  del  Sol  shopping  mall.     Features  411   rooms,  suites 
and    business    rooms,    specialty 
restaurant    La    Morefia,  Arcoiris                            ^^ 
Restaurant    and    Lobby    bar.    14                             II 
function    rooms,  fitness   facilities,                             '^F 
pool,  voice    mail    and    complete                          PRESIDENT! 
Business  Center.                                            [NTER-C0NTINE1STTAL 

GUADALAJARA 

Located  between  Callao 
Corrientes  Avenues.    Near  tbl 
main      restaurants,     cinema  | 
culture      centers      and 
National    Congress.      All 
rooms,   standard    and    delux 
have  views.    There  is  a  pian 
bar     with     jazz     and 
shows.  Eight  convention  roon 
are  available.    There  is  also 
swimming  pool,  24-hour  lobtl 
bar  and  a  theater. 


Bauen  Hotel  &  Towers 

Buenos  Aires,  Argentina 

Tel:  541  370  1600 


HOTEL  &TOWERS 


It's  all  within 


your  reach. 


AT&T 


Credit  card  calling  subica  to  availability   Payment  terms  subject  to  your  credit  card  agreement.  Collect  calling  is  wailaWc  to  the  US  only 
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e      button      that      gets      you      there      faster 


lichuan  Jin  Jiang  Hotel 

Chengdu,  China 
Tel:  86  28  558  2222 


This  5-Star  hotel  towers 
majestically  over  downtown 
Chengdu.  It  is  also  the  largest 
international  convention  center 
in  southwest  China.  It  has  15 
meeting  rooms  of  various  sizes, 
making  it  an  ideal  venue  for 
business  events.  The  business 
center  has  fax  machines,  copiers, 
Internet  access  and  e-mail. 


^^v«°"l  i$»*f« 
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y^,  SICHUAN 

^^^        JINJIANG    HOTEL 


3 ran  Melia  Sao  Paulo 

Hotel  &  WTC 

Convention 

SOL  MELIA 

Sao  Paulo,  Brazil 

Tel:   I  800  33  MELIA 


A  300-room  hotel  with  three 
exclusive  business  floors  offering 
fax  and  computer  links,  TV, 
pay  per  view  and  video  games. 
There  is  a  state-of-the-art 
business  center  and  a  convention 
center  with  video  conference 
facilities,  auditorium  and  18 
rooms  for  meetings  and  events 
for  up  to  1 200  people. 


O 

Sol  Me  I  id 


Hotel  Berlin 

BLUE  BAND  HOTELS 

Berlin,  Germany 

Tel:  49  30  26050 

The  superior  first-class  Hotel  Berlin  is  located  in  the  government 
and  diplomatic  quarter,  near  the  Kurfurstendamm,  theaters  and  many 
other  sites.  The  hotel  features  three 
restaurants,  24-hour  room  service, 
19  air-conditioned  meeting  rooms 
with  the  latest  audio-visual  equip- 
ment, fitness  center  with  sauna 
and  solarium,  hair  salon  and  much, 
much  more! 


Le  Meridien  Bangalore 

LE  MERIDIEN  HOTELS 

Bangalore,  India 

Tel:  91  80  226  2233 

201   rooms  and  suites  facing  the  golf  course  on  Sankey  Road. 
There  is  an  exclusive  Club  President  Floor  with  valet  service.  There 
are  several  restaurants.The  Great  Wall,  Lanai.the  24-hour  coffee  shop, 
The    Grill    and  The    Sundowner 
Bar.    24-hour  room  service,  a  \/? 

state-of-the-art    business    center,  J^e 

a  fitness   center  with   swimming  /VtERIDIEISf 

pool  and  hydrotherapy,  and 
conference  facilities  that  can 
accommodate  800  people. 


AN     GALORE 


I  I 


h  . 


AT&T 


Quality  Inn  Kensington  Terrace 

CHOICE  HOTELS  INTERNATIONAL 

Bangalore,  India 

Tel:  91  80  559  4666 

A  107-room  hotel  located  in  the  central  business  district,  close  to 
shopping  and  the  airport.  There  are  three  conference  halls,  a  business 
center  with  fax,  e-mail  and 
secretarial  services.  There  is  a 
fine-dining  restaurant,  a  24-hour 
coffee  shop,  health  club,  pool, 
sauna  and  steam  room. 

Kensington  Terrace 


Holiday  Inn  Krishna 

HOLIDAY  INN  WORLDWIDE 

Hyderabad,  India 

Tel:  91  40  339  3939 

A  1 50-room  atrium  hotel  nestled  in  the  Banjara  Hills,  close  to  thq 
Hyderabad  Airport,  city  center  and  various  tourist  sites.  There  is 
multi-cuisine    restaurant,  24-hour 


coffee  shop,  pub,  pool,  tennis 
courts  and  conference  hall. 
Business  Center  and  Club  Select 
floor  for  business  travelers  available. 


# 


■\^ofcxSlcuj  3wa: 
KRISHNA 

Hyderabad 


REMA-HOTEL  Ruff 

REMA-HOTELS 
Stuttgart,  Germany 

Tel:  49  711  25870 

A  modern,  hospitable  hotel  with  90  rooms,  including  suites.  Relax 
at  the  large  swimming  pool  and  sauna.  The  restaurant, "Vesperstubli" 
serves  Swabian  specialties.  On-site  parking  is  available.  A  warm,  friendly 
staff  is  always  prepared  to  help. 


M 

REMA-HOTELS 


Best  Western 

CCT  Hotel 

BEST  WESTERN 

INTERNATIONAL 

Caracas,  Venezuela 

Tel:  58  2  902  8000 


A  first-class,  full-servic 
hotel  located  in  the  heart  I 
Caracas  near  the  largest  shoppit 
center  in  Latin  America,  tf 
CCT  Hotel  features  200  aij 
conditioned  suites  equipp« 
with  cable  TV,  minibar,  safe 
box,  and  a  complete  busine 
area.  A  great  location  f< 
business  or  leisure. 


HOTEL CCT 


W       I 
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KtTF  driver 

By  Jerry  Flint 


The  "P"  word 


Introducing  a  new  sports  car  here 
recently,  the  Audi  folks  kept  using  two 
words:  "emotion"  and  "passion." 

And  here's  an  ad  for  BMW's  new  3  Series 
cars:  "Engineering.  Science.  Technology. 
All  worthless,  unless  they  make  you  feel 
something."  The  word  "feel"  gets  the 
emphasis. 

Yes,  shiny  sheet  metal  can  make  hearts 
beat  faster — and  loosen  checkbooks.  The 
German  carmakers  are  having  a  record 
production  year  in  1998,  while  the 
American  makers  are  using  price  incentives 
to  move  much  of  what  they  make. 

For  the  Germans,  these  emotion-tinged 
terms  aren't  just  advertising  cliches. 
That  new  Audi  tt's  interior  is  packed 
with  bright  aluminum  that  is 
fun  to  see  and  touch.  It  just 
shouts:  "Wouldn't  you  love  to 
drive  me?" 

Only  a  few  years  ago  the  con- 
ventional wisdom  was  that  the 
coming  of  the  Lexus,  Infmiti 
and  Acura  into  the  luxury  mar- 
ket spelled  doom  for  German 
manufacturers  with  their  high 
labor  costs.  Just  as  we  ended  up 
overestimating  the  Japanese,  we 
underestimated  the  Germans. 
By  moving  some  production 
out  of  Germany  they  made 
their  trade  unions  more  cooper- 
ative (those  Audi  tts  are  assem- 
bled in  Hungary).  But  they  still      ^mmm,im 
aren't  competing  on  price.  They  are  com- 
peting on  passion. 

Look  at  the  dust  they  are  raising:  BMW 
buys  British  Rover  and  steals  Rolls-Royce 
from  Volkswagen.  Instead  of  sulking,  vw 
buys  Bugatti  and  Lamborghini  and  dab- 
bles with  an  18 -cylinder  engine.  Mercedes 
merges  with  Chrysler  and  creates  a  new 
$250,000  car.  Porsche  reinvents  itself  with 
new  models  and  new  ways  to  build  them. 

The  guys  who  run  these  German  outfits 
aren't  colorless  people  hiding  behind  face- 
less committees.  They  are  like  industrial 
barons  of  old.  They  love  their  work  and 
they  love  their  machines.  Yes,  they  are 
businesspeople,  but  before  that  they  are 


People  are 
willing  to  pay 
up  for  the 
glamour 
associated  with 
cars  built  by 
car  lovers  and 
sold  by  car 
lovers. 


car  people.  Most  of  them  wouldn't  feel  at      rebates  will. 


home  in  another  business — and  it  shows. 

Right  now  the  overall  car  business 
booms.  Vehicle  sales  (about  half,  cars;  half, 
trucks)  have  been  bouncing  around  15  mil- 
lion for  the  past  few  years.  Nearly  every- 
body's making  money.  Detroit  still  talks  of 
another  15  million  next  year,  but  I'm  not  so 
sure.  Japan  is  in  recession,  which  means  the 
Japanese  automakers  will  fight  hard  to  keep 
from  losing  sales  in  the  U.S.  The  weak 
yen  allows  them  to  hold  down  prices 
while  improving  the  product.  If  demand 
softens,  Detroit  carmakers  will  boost  price 
incentives.  Never  a  dull  moment  in  the  car 
business. 

Slowly,  events  in  faraway  places  are 
beginning  to  be  felt  in  our  economy.  First 
the  Japanese  recession  and  the 
collapse  in  Southeast  Asia,  then 
the  Russian  debacle,  and  now 
worries  about  Latin  America. 
The  European  and  U.S.  stock 
markets,  which  had  been  so 
strong,  take  hits. 

So  even  here  consumer  confi- 
dence is  taking  something  of  a 
hit.  Nervous  people  may  not 
buy  as  many  cars.  Those  who 
do  buy  may  take  the  manual 
climate  control  instead  of  the 
fully  automatic  heater/air  con- 
ditioner. They  may  skip  the 
heated  seats  or  the  chrome 
wheels. 

Unless  I  miss  my  guess, 
those  passionate  German  cars  will  continue 
to  do  well.  Germans  know  that  for  many 
people  cars  are  more  than  just  transporta- 
tion and  those  people  are  willing  to  pay  up 
for  the  glamour  associated  with  cars  built 
by  car  lovers  and  sold  by  car  lovers. 

The  big  three  have  made  cost-cutting 
part  of  everyday  business.  Good.  They've 
socked  away  billions  of  dollars.  They're 
ready  for  a  downturn.  That's  good,  too. 
But  Detroit  could  learn  a  few  things  from 
Hollywood  and  further  insulate  itself  if  it 
were  to  put  more  excitement  into  its  cars. 
For  those  who  can  afford  it — and  millions 
of  Americans  can — that  glitzy  new  Audi 
interior  will  move  more  cars  than  $1,500 


I  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 
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Have  you  given  any  thought  to  where 

your  business  is  going  to  be  in  2008?  If  you  don't 

have  some  wild  ideas,  go  out  and  find  some. 

What  if...? 


By  Joseph  &  Garber 


"I'M  52  YEARS  OLD.  Given  what's 
going  on  in  medical  science,  I  expect 
to  make  it  to  150."  So  predicts  futur- 
ist Peter  Schwartz,  adding,  "My  8- 
year-old  son  has  a  shot  at  living  to  be 
1,000." 

Uh-oh:  more  bad  news  for  Social 
Security? 

Well,  maybe.  Over  the  course  of 
20-plus  years  of  soothsaying, 
Schwartz,  chairman  of  Emeryville, 
Calif.-based  Global  Business  Net- 
work, has  made  some  astoundingly 
accurate  prophecies.  For  example,  in 


1983  he  foretold  the  step-by-step 
collapse  of  the  Soviet  Union  with 
almost  supernatural  prescience. 
Unfortunately,  Schwartz  has  also 
been  wildly  wrong:  A  few  years 
before  his  bet  on  the  fall  of  commu- 
nism, he  was  warning  his  clients  that 
oil  prices  could  go  over  $80  a  barrel. 

But  then,  as  Schwartz  cheerfully 
admits,  futurism  is  far  from  an  exact 
science. 

So  why  pay  attention  to  its 
practitioners? 

Paul  Saffo,  43,  of  Menlo  Park, 


Calif. 's  Institute  for  the  Future  (and  j 
a  man  who,  by  his  calculation,  does 
not  expect  to  live  much  past  the  age  j 
of  83),  puts  it  this  way:  "The  future 
is  uncertain.  Thanks  to  technology,  i 
that  uncertainty  is  increasing.  Paring 
down  the  ambiguities,  even  by  so 
little  as  15%,  can  have  enormous  eco- 1 
nomic  consequences." 

He's  got  a  point:  Suppose  thati 
Peter  Schwartz's  prognostication  on 
human   longevity   proves  i. 
right.    Prudent    manager  \ 
that  you  are,  if  actuarial  | 
tables  materially  understate 
employee  life  expectancies,' 
shouldn't  you  be  worrying 
what   to   do   about  youri 
pension  policy? 
If... 

That's  the  heart  of  the 
futurists'  trade.  They  don't 
tell  you  what  will  happen; 
they  tell  you  what  might 
happen.  They  give  youl 
"what  if  scenarios  so  that, 
if  your  industry  undergoes, 
a  huge  change,  you  are  not 
caught  flat-footed. 

Perhaps  if  a  futurist  had 
been  whispering  to  Gener 
al  Motors  years  ago  about 
the  possible  trends  ir 
retiree  health  costs,  GN 
would  not  have  beerjj 
taking  a  $20  billion  charge  I 
for  those  costs  in  1992 
futurist  might  have  savec 
Digital  Equipment  Corp.' 
Kenneth  Olson  from  think 
ing,  in  the  early  days  of  th( 
personal  computer,  that  th< 
device  would  never  amoun 
to  much  more  than  a  to> 
The  Baldwin  Locomotiv 
Co.  executive  who  famous 
ly  declared:  "They'll  never  replace  th 
steam  locomotive,"  was  in  need  o 
some  imaginative  "what  if  scenario.1 
That's  scenarios,  plural.  As  Pat 
Saffo  of  the  Institute  for  the  Futur 
says,  "Single-scenario  forecasts  ar 
worse  than  useless.  We  don't  live  in 
deterministic  world;  the  best  any  c 
us  can  do  is  postulate  reasonabl 
alternatives  and  warn  our  clients  whs 
they  should  keep  their  eyes  on." 

Presumably,  if  Saffo's  organizatio 
saves  your  company  from  one  bi 
strategic  mistake,  it  more  than  earr 
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Kick  derriere 


i  most  powerful  luxury  SUVon  the  continent.  It  pampers  seven  passengers  in  three  rows  of  leather-trimmed  seats  While  it  tows  up  to 
)ounds.  Over  a  mountain.  With  an  attitude.  Call  1 800  446-8888,  visit  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  deale° 


Lincoln  Navigator.  What  a  luxury 


should  be. 


its  fee.  The  not-for-profit  institute 
charges  $13,000  for  its  corporate 
associates  program,  which  includes  a 
ten-year  forecast,  an  invitation  to 
an  annual  seminar  and  some  private 
consulting. 

John  L.  Petersen,  the  5 5 -year-old 
president  of  the  security-oriented 
futurist  think  tank  Arlington  (Va.) 
Institute,  points  to  Royal 
Dutch/Shell  as  a  company  that  is 
glad  it  took  a  futurist's  medicine. 
During  the  1973-79  oil  crisis,  Shell 
began  thinking  "What  if .  .  .  ?"  about 
the  then-unlikely  possibility  that  OPEC 
wouldn't  keep  prices  propped  up. 
Like  almost  everyone  else  in  oil,  Shell 
figured  the  odds  favored  higher 
prices.  But  it  did  seriously  consider 
the  alternative.  Perhaps  that  was  one 
of  the  reasons  it  pushed  its  cash-to- 
revenue  ratio  up  by  71%  between 
1985  and  1986,  at  which  point  the 
bottom  fell  out  of  the  oil  market. 

A  bit  later  Shell  commissioned 
Peter  Schwartz  of  Global  Business 
Network  to  take  a  look  at  the  future 
of  Soviet  natural  gas  production.  The 
result:  Schwartz's  famous  scenario 
about  communism's  demise,  and,  as  a 
corollary,  the  emergence  of  Gazprom 
as  the  world's  largest  supplier  of  nat- 
ural gas.  So  Shell  was  ready  for  price- 
cutting  when  Gazprom  moved  into 
western  Europe,  offering  its  vast  Asian 
reserves  at  costs  well  under  what 
North  Sea  gas  producers  were 
charging. 

The  coming  Intel  Merced  proces- 
sor is  a  triumph  of  futurist  planning 
techniques — but  not  for  Intel.  Whiz 
kids  at  Hewlett-Packard  invented  the 
chip's  breakthrough  architecture, 
which  considerably  increases  (by  a 
factor  that's  still  secret)  the  number 
of  instructions  a  CPU  can  handle 
simultaneously  with  no  loss  of  speed. 
However,  no  scenario  HP  or  its 
prophet-for-hire,  Peter  Schwartz, 
could  concoct  pointed  to  successful 
go-it-alone  commercialization.  The 
result?  HP  did  a  deal  with  the  best 
outfit  to  bring  the  chip  to  market 
successfully  — Intel.  The  arrangement 
calls  for  Intel  to  turn  HP's  ideas  into 
a  blueprint  for  very  high  volume 
manufacturing.  In  the  not-too-distant 
future,  then,  there  will  be  a  blazingly 
fast  parallel  processor  in  every  P< 
What's  the  recipe  for  cooking  up 
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a  good  scenario? 

"I  just  make  it  all  up,"  wisecracks 
Watts  Wacker,  45,  who  works  out  of 
First  Matter  in  Westport,  Conn.  No, 
he  doesn't.  He  does  hands-on 
research.  Wacker  has  driven  buses  for 
Avis,  slung  hash  at  Pepsi's  Taco  Bell 
and  been  a  British  Air  baggage  han-  - 


Tea  leaves 

What  do  the  professional  futurists 
expect  for  the  next  few  decades? 
Herewith  ten  forecasts.  Only  some 
will  come  true,  but  you  don't 
know  which  ones.  So  be  prepared 
for  all  of  them. 

ECONOMY.  Good  times  ahead.  Global 
Business  Network  Chairman  Peter 
Schwartz  predicts  a  technology-driven 
"long  boom" — unprecedented  prosper- 
ity for  decades  or  more. 

WORK  FORCE.  Smarter,  younger, 
more  productive.  Most  futurists  read 
the  demographic  runes  the  same — 
increased  worker  mobility,  seif- 
reliance  and  technical  savvy.  Growing 
immigration,  declining  Caucasian 
birthrates. 

COMPUTERS.  Don't  bet  on  the  corpo- 
rate market.  According  to  the  Institute 
for  the  Future's  ten-year  forecast, 
technology  spending  as  a  percent  of 
total  capital  equipment  spending  has 
turned  flat.  But  expect  home  pc  pene- 
tration to  rise  from  38%  in  1995  to 
70%  in  2005.  Don't  write  an  obit  for 
Moore's  Law:  Global  Business 
Network  figures  that  once  we  reach 
the  limits  of  silicon  computing  (in 
2015-20),  quantum-  and  DNA-based 
processors  will  take  over. 

TELECOMMUNICATIONS.  The  revolu- 
tion picks  up  speed.  More  bandwidth, 
cheaper  rates,  faster  transmission, 
voice-data-video  over  the  same  line. 

SOFTWARE.  Early  retirement  for  Bill 
Gates?  sri  International  thinks 
Microsoft  may  dismantle  itself.  The 
motive  force  might  not  be  Janet  Reno; 
it  could  be  that  Microsoft's  too- 
generous  options  program  will  be  its 
undoing,  sri  postulates  the  emer- 
gence of  five  "BabySofts,"  each  a 
powerhouse  in  its  niche  but  none 
strong  enough  to  withstand  an  out- 
pouring of  entrepreneurial  innovation. 


dler  at  Kennedy  Airport — all  in  the 
interest  of  understanding  the  dirty 
details  of  his  clients'  markets.  From 
such  efforts  evolve  "5 00 -year  busi- 
ness plans"  for  an  impressive  roster 
of  blue-chip  clients.  For  example, 
Wacker  is  telling  British  Petroleum 
to  learn  to  live  with  environmental- 


HEALTH.  Pig-hearted  people.  Expect 
xenotransplantation  techniques  that 
turn  farm  critters  into  life-extending 
organ  donors  to  humans.  Alternatively, 
you  might  simply  clone  your  organs  in 
test  tubes,  keeping  a  set  of  spare 
parts  on  ice  in  case  you  need  them. 

BIOTECH.  Not  only  will  Bossy  and 
Porky  be  organ  sources,  they'll  also  be 
bioengineered  to  produce  more  milk 
and  more  healthful  meat,  respectively 
(and  then  they'll  be  cloned,  not  bred). 
Genetically  tailored  plants  and  animals 
will  support  a  doubling  of  world  popula- 
tion without  strain. 

ENVIRONMENT.  Save  the  whale,  use 
the  Internet.  Peter  Schwartz  implies  that 
environmentalism  may  die  out  by  the 
year  2020.  Why?  Faxes  have  already 
spared  us  countless  gas-guzzling  FedEx 
deliveries.  Hybrid  electric  cars  and  hydro- 
gen-fuel-cell engines  will  be  common- 
place— 2  billion  new  Chinese  car  owners 
and  no  smog  to  be  seen. 

TECHNOLOGY.  The  death  of  digital? 
Paul  Saffo  argues  that  bits  and  bytes 
are  to  this  century  what  steam  was 
to  the  last — "useful  in  its  day,  but 
quickly  obsoleted."  He  expects  huge 
markets  in  nondigital  sensors  and 
micromachines. 

BUSINESS  OPPORTUNITY.  Data.  First 
Matter's  Watts  Wacker  proclaims  that 
for  the  past  decade  the  publishers  of 
airline  flight  guides  have  made  more 
money  from  air  travel  than  airlines. 

The  futurists  dispute  many  points,  but 
they  all  agree  with  this:  The  information 
economy  is  here  to  stay.        -J.R.G.  HI 
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Should  you  convert 
to  a  Roth  IRA  now? 

Let  Prudential  help  you  decide  whether  the  Roth  IRA  is  right  for  you.  A  Prudential 
Securities  Financial  Advisor  has  the  tools  and  the  guidance  you  need  to  decide 
whether  to  convert  to  a  Roth  IRA  or  stay  put — with  time  to  meet  the  year-end 
deadline  to  enjoy  special  tax  treatment* 


Don't  Miss  Out 

On  Special 

Tax  Benefits 


Act  Now! 


if  you  convert  to 
a  Roth  IRA  now, 
you  may  be  able  to 
•take  advantage  of 
the  option  to  spread 
out  your  tax 
payments  equally 
over  the  next  four 
years.  But  if  you 
wait  until  1999, 
you'll  have  to  pay 
la  lump-sum  tax  bill. 


Get  clear-cut  answers 
to  your  IRA  questions. 

Using  our  exclusive  Roth  IRA  Analyzer 
software,  a  Prudential  professional  will 
show  you  a  dollar-to-dollar  comparison 
that  makes  it  easy  to  see  which  IRA 
best  fits  your  situation. 

Consult  a  professional 
for  sound  financial 
solutions.  Once  you've 
identified  your  best  IRA 
option,  a  Prudential 
Securities  Financial 
Advisor  can  help  you 
build  a  solid  portfolio, 
including  mutual 
funds,  stocks  and 
bonds,  and  CDs. 


Time's  running  out  — 
don't  wait!  Call 
Prudential  today  to 
find  an  Advisor  near 
you  and  to  get  your 
free  copy  of  Solutions 
for  Investors,  with 
more  information  about 
the  Roth  IRA. 


Our  exclusive  Prudential 

Roth  IRA  Analyzer™ 

software  can  show  you 

how  the  IRA  choices  you 

make  today  can  affect 

your  financial  future. 


1-800-THE-ROCK 

extension  1235 
www.prudential.com 


yfe  Prudential 

Securities 


pme  states  may  not  provide  for  this  tax  treatment.  Penalties  may  be  imposed  if  you  withdraw  funds  before  age  59'/2.  Prudential  and  its 
filiates  are  not  tax  advisors.  Please  consult  with  your  own  tax  advisor  for  your  particular  situation.  ©9/98  Prudential  Securities  Incorporated, 
[ember  SIPC,  www.prusec.com,  199  Water  Street,  New  York,  NY  10292,  a  subsidiary  of  The  Prudential  Insurance  Company  of  America, 
|51  Broad  Street,  Newark,  NJ  07102. 
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(Av^il^vble  iv\  im^vjov  m«>vvVefs 
<*vouv\<A  fUe  vwovl^A.) 
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^>  Harriott. 

HOTELS    RESORTS    SUITES 


ism;  indeed,  he's  even  advising  the 
firm  to  set  up  a  blind  trust  to  fund 
Greenpeace. 

Moreover,  bubbling  optimist  that 
he  is,  Wacker  is  predicting  phenom- 
enal growth  in  the  information 
economy  and  is  advising  all  his 
clients  to  pay  attention  to  better  cus-- 
tomer  service.  He's  not  positive 
about  the  year  2498,  but  he's  pretty 
confident  that  the  next  20  years  or 
so  will  be  downright  revolutionary. 
Gushing  predictions  at  a  mile  a 
minute,  Wacker  opines  "the  day  of 
the  Aryan  from  Darien"  has 
ended — within  two  decades  Cau- 
casians will  be  a  scant  3%  to  4%  of 
the  world's  population. 

He  goes  on  to  add:  "Computer 
illiterates  will  be  dead  meat  in  the 
coming  economy."  And  consumers 
are  eager  for  "downward  nobility," 
yearning  for  more  status-seekers' 
perks.  For  this  reason,  Wacker 
advised  Marriott  to  treat  arriving 


hotel  guests  like  celebrities.  The 
result?  Marriott  Courtyard  has 
redesigned  its  reception  areas  to 
create  a  "cocktail-party  atmosphere." 

To  help  him  think  imaginatively, 
Peter  Schwartz  siphons  insights  from 
more  than  100  "network  members" 
who  collaborate  with  his  firm.  An 
average    custom-scenario-planning 
client  pays  $250,000.  The  Global 
Business  Network  stable  includes  such 
intellectual  thoroughbreds  as  Har- 
vard's Michael  Porter,  Disney  Fellow  | 
Danny  Hillis,  Goldman,  Sachs  econ- 
omist Robert  Hormats,  MIT  comput- 
er guru  Sherry  Turkle,  rock  musician  I 
Peter  Gabriel,  both  Esther  Dyson  and  i 
her  physicist  father,  Freeman,  cyber- 
punk sci-fi  author  William  Gibson  and  i 
AT&T  strategist  Mia  de  Kuijper. 

Are  their  crystal  balls  any  clearer 
than  your  own?  Maybe  not.  Butj 
wherever  you  go  for  your  thoughts 
on  the  future,  you  should  act  like  a 
Boy  Scout  and  be  prepared.  I 


Does  futurism  work? 

In  the  February  1980  issue  of  The  Futurist  magazine,  Edward  Cor- 
nish, president  of  the  World  Future  Society,  published  29  predictions 
for  the  coming  two  decades.  How  well  did  he  do?  Eleven  auguries  hit 
the  mark.  Another  eight  are  debatably  close  (for  example,  limited 
marijuana  legalization  in  California). 


IN  THE  MONEY 

More  government  regula- 
tion, raising  business 
costs. 

Widespread  antismoking 
legislation. 

Breakdown  of  families 
and  family  values. 

Increased  emphasis  on 
minority  diversity  rights. 

Growing  elderly  popula- 
tion with  longer  life 
expectancies. 

Choosing  of  offspring's  sex 
by  parents. 

Increased  debate  on 
medical  suicide. 

Fewer  active  voters. 

World-scale  industry. 

More  armaments. 

More  terrorism. 


CLOSE  BUT  NO  CIGAR— YET 

New  dangers  from  new 
technologies. 

Legalized  marijuana 
(only  California,  but  on 
the  ballot  elsewhere). 

Trend  by  insurers  to  vest 
individuals  with  responsi- 
bility for  personal  health. 

Greater  income  discrep- 
ancies within  wealthy 
nations. 

Troubling  migration  from 

low-wage  countries  to 

high-wage  ones. 

Laws  prohibiting  discrimi- 
nation on  educational 
qualifications. 

Rules  requiring  parents  to 

get  license  to  have  a 

child  (a  la  China). 

Massive  disorder  in 
financial  markets. 


MISSED  BY  A  MILE 

Mass  extinctions  among 
lower  life  forms. 

Widespread  destruction 

of  forests 

and  ecosystems. 

Massive  overpopulation. 

Crime  growth. 

Discouragement  of  auto 
ownership. 

Import-triggered 
collapse  of  some  U.S. 
industries  and  wide- 
spread job  loss. 

Terrorism  against  nuclear 
reactors. 

Nationalist  battles  over 
control  of  seabed  minerals. 

Electronic  voting. 

World-government  man- 
date that  rich  nations 
help  poor  ones. 
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320  hotels  in  34  countries. 


AT&T 

*  within  your  reach. 

P  y  number  you  need 
F)*  for  all  calls  when 

•  away  from  home 

8  CALL  ATT® 


AsV  $o*  *  Reow  TU^f  \JorVs?  «wuA  g€f  *  WN6-SIZ.ED  DESk,  ADJUSTABLE  L/\KP,  ERGoNOKIC 
CHAIR,  plus  chiefs  «vuA  DATAPoRT  *t  eye  level  (natemA  o-P  *nWe  level).  Mike  ofUev 
Wofels,  v*e  <Wf  dw^e  exW*  for  *01  f We  e*W*s.  Oil  yotvr  travel  *igenf  or  XOO-ZZX-IZIO, 
oy  visif  \wiwvw.v*A<nvvioH-.coi*\.  We  believe: 

^>  Harriott. 
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Currenlly  available  at  no  extra  cost  in  over  130  hotels,  including  all  major  markets. 
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On  the  Web  and  at  the  checkout  counter,  technology  gives  new  twists  to  that  old 
selling  strategy:  price  discrimination. 

I  got  it  cheaper  than  you 


By  Scott  Woolley 

What  do  American  Airlines,  Glaxo 
Wellcome,  Staples,  Intuit,  Stanford 
University,  CDnow,  AT&T,  Simon  & 
Schuster  and  Safeway  have  in  common? 
They  all  engage  in  price  discrimination. 
They  charge  some  customers  more 
than  other  customers  for  the  same 
thing  or  almost  the  same  thing. 

Price  discrimination  is  an  old  game, 
probably  dating  back  3,000  years  or 
so.  You  cut  a  special  deal  for  some  cus- 
tomers but  not  for  others,  depending 
on  how  likely  they  are  to  take  their 
business  elsewhere.  Now  the  game 
seems  destined  to  get  a  lot  bigger, 
both  in  frequency  and  in  complexity. 
The  reason?  Technology. 

If  you  are  the  kind  of  person  who  is 
ticked  off  about  paying  $1,200  for  an 
airline  ticket  while  the  fellow  sitting 
next  to  you  paid  $500,  brace  yourself. 
Computers  are  making  it  easier  for 
vendors  to  play  this  game  when  you 
are  shopping  for  just  about  anything — 
a  CD,  a  piece  of  software,  a  dress,  a 
book,  a  doctor's  visit,  a  movie.  A  new 
wave  of  price  discrimination  is  coming, 
says  Hal  R.  Varian,  dean  of  U.C. 
Berkeley's  School  of  Information  Man- 
agement &  Systems.  Computers  are 
going  to  discriminate  not  just  between 
business  travelers  and  leisure  travelers 
but  between  Smith  and  Jones. 

"There's  going  to  be  a  massive 
expansion  in  price  discrimination 
as  the  cost  of  mips  [computing  power] 
goes  to  zero,"  says  Jay  S.  Walker, 
founder  and  vice  chairman  of  Price- 
line.com. In  Walker's  world,  you  don't 
complain  about  the  unfairness  of  it 
all.  You  just  try  to  turn  the  discrimi- 
nation game  to  your  advantage.  Price- 
line.com allows  travelers  to  cut  special 
deals  for  airline  tickets  booked  at  the 
last  minute — $400,  for  example,  for  a 
trip  from  Washington,  D.C.  to  San 
Francisco,  against  the  $1,200  full  tare. 
Using  complex  software  that  shops 
bids  from  travelers  to    18  airlines, 
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Priceline.com  brokers  around  1,000 
tickets  a  day. 

Now  Walker  is  taking  his  style  of 
E-commerce  to  cars,  hotel  rooms 
and  home  mortgages.  Tsk,  tsk — 
you're  going  to  pay  6%%  on  your 
mortgage?  The  same  bank  quoted 
me  6!4%. 

Catalog  retailers  play  this  game.  An 
old  trick  is  to  send  out  catalogs  that  sell 
identical  goods  except  at  different 
prices.  The  unlucky  consumers  who 
live  in  a  more  free -spending  zip  code 
may  see  only  the  higher  prices.  Vic- 
toria's Secret  has  used  these  tactics.  Sta- 
ples brazenly  sends  out  different  office 
supply  catalogs  with  different  prices  to 
the  same  customers.  The  price  sensitive 
bin  crs  know  which  to  buy  from.  The 
inattentive  ones  pay  extra. 


That  blunderbuss  approach  to  mail 
ing  lists  is  now  being  replaced  by  dis  I 
crimination  of  a  finer  sort.  Computer  I 
collect  and  analyze  highly  detailed 
data  on  individual  customers  as  the; 
make  their  purchases  over  the  Interne 
or  at  the  cash  register.  New  sofbvarJ 
coming  from  such  outfits  as  Personif 
Inc.  will  sort  out  the  skinflints  from 
the  spendthrifts  and  price  accordingly 

Wait  a  minute.  If  the  garden  hose  i 
plainly  marked  $39,  how  does  th 
store  charge  shoppers  different  prices 
Simple.  It  invites  some  of  them  t< 
become  "preferred  customers,"  wh< 
get  a  10%  discount  at  the  cash  regis  I 
ter.  With  an  electronic  register  tied  t 
a  central  database,  this  sort  of  dis  | 
crimination  is  a  snap. 

Wasn't  the  Web  going  to  makl 

Forbes  ■  November  2,  199 


Web-based  wine- 
seller  Virtual 
Vineyards  offers 
different  deals 
depending  on 
a  customer's 
past  behavior. 


price  comparisons  easier? 
So  that  everyone  got  the 
same  low  price?  It  won't 
necessarily  happen.  A 
shopping  robot  might  be 
able  to  capture  published 
prices,  but  it  can't  know 
what  kinds  of  side  deals 
may  be  offered  in  special 
circumstances.  Personify, 
a  San  Francisco-based  ^^^™ 
startup,  has  software  that 
lets  a  Web-based  merchant  such  as 
Amazon.com  identify  individual  visi- 
tors to  its  Web  site.  Then  the  software 
studies  a  Web-surfer's  "clickstream" — 
the  way  that  person  navigates  through 
the  Web  site.  Based  on  that  behavior, 
the  software  can  instantaneously  target 
the  shoppers  for  specific  products  and 
prices.  If  that  visitor  behaves  like  a 
price-sensitive  shopper — perhaps  by 
comparing  many  different  products 
without  buying — he  may  be  offered  a 
lower  price. 

"It's  going  to  enable  normal  mer- 
chants to  get  much  more  sophisticat- 
ed in  their  pricing,  much  like  the  air- 
lines," says  Eileen  Gittins,  Personify's 
chief  executive.  Using  Personify's 
technology,  Virtual  Vineyards,  the 
Web-based  wineseller,  offers  different 
prices  and  deals  to  its  customers 
depending  on  what  they've  done  in 
the  past. 

CDnow,  an  on-line  vendor  of 
music  albums,  E-mails  certain  buyers 
a  special  Web  site  address  with  lower 
prices.  Unless  you  know  the  secret 
address,  you  pay  full  price.  Microsoft 
Office  has  a  promotion  with  Village 
Software  that  offers  people  who  enter 
Village's  Web  site  via  Microsoft's  site 
a  lower  price  on  Village's  add-ons  to 
some  Microsoft  programs. 

Cash  registers  can  now  print  out 
customized  coupons  immediately, 
based  on  the  contents  of  your  gro- 
cery cart.  For  that  matter,  the  entire 
supermarket  coupon  industry  is  just 
an  elaborate  price  discrimination 
scheme  in  which  busy  people  pay 
more  than  penny-pinchers  for  the 
same  box  of  cereal. 

Microsoft  has  people  investigating 
software  similar  to  Personify's.  Bill 
Gates  predicts  diat  Web  sites  will  soon 
recognize  individual  consumers, 
remember  what  diey  paid  for  items  in 
the  past  and  charge  them  a  cus- 
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tomized  price  based  on 
that  history.  "Sellers  will 
use  technology  to  extract 
the  highest  price  they  can 
from  a  particular  shop- 
per," Gates  wrote  recent- 
ly. "This  is  an  extension  of 
pricing  practices  that  are 
common  today." 

San  Diego-based  HNC 
Software  is  helping  ven- 
dors discriminate.  When 
you  buy  a  shirt,  the  store  can  record 
your  name — it's  encoded  onto  the 
magnetic  stripe  on  your  credit  card — 
along  with  the  product  you  purchased 
and  the  price  you  paid.  The  store  can 
then  stuff  the  data  into  an  HNC  data- 
base that  can  be  used  to  offer  dis- 
counts or  promotions  to  specific  cus- 
tomers. "At  the  moment  the  retail 
space  is  one-size-fits-all,"  says  John 
Buchanan,  who  oversees  HNC's  soft- 
ware for  retailers.  "Now  we  can  under- 
stand you  more  as  an  individual." 

The  information  age  gives  sellers 
not  just  the  means  to  discriminate  but 
the  motive  as  well.  It  makes  sense  to 
discriminate  wherever  fixed  costs  are 
high  and  variable  costs  low.  You  need 
some  high-ticket  customers  to  cover 
your  fixed  costs;  having  done  that, 
you  take  whatever  you  can  get  from 
the  remaining  customers.  Such  eco- 
nomics explain  wacky  airline  fares,  and 
they  explain  any  amount  of  price  dis- 
crimination in  information  goods  and 


Price  discrimination 
is  good  for  you 

Imagine  that  a  ferryboat  can  be  hired  to 
cross  a  river  at  a  cost  of  $200.  Five 
customers  are  so  eager  to  get  across 
that  they  would  pay  up  to  $24  apiece. 
For  another  15  the  trip  is  worth  only 
$8  max.  What  should  the  fare  be?  If 
it's  $8,  revenues  of  $160  don't  cover 
the  costs.  At  any  higher  fare,  rev- 
enues will  be  at  most  $120.  The  boat 
can't  leave  the  dock. 

Now  suppose  there  is  some  way  to 
identify  the  prosperous  5  and  get 
them  to  buy  $22  tickets.  Let  the 
others  board  for  $7.  The  passengers 
all  pay  less  than  the  value  of  the 
journey  to  them;  the  ferryman  makes 
a  $15  profit.  Everybody  wins.  ■■ 


services  like  software,  books,  music, 
movies,  fiber-optic  lines  and  on-line 
databases.  What  are  you  buying  in  a 
Viagra  tablet?  A  little  bit  of  variable 
manufacturing  cost  and  a  lot  of  fixed 
research  costs — information,  that  is. 

Now  the  problem  is  getting  cus- 
tomers to  swallow  the  price  dis- 
crepancies. They  are  used  to  them  in 
the  book  and  movie  business:  Early 
customers  pay  more  for  hardcovers 
and  theater  tickets  than  late  customers 
pay  for  paperbacks  and  VCR  rentals. 
Software  is  a  natural  for  price  discrim- 
ination. Professor  Varian  and  coau- 
thor Carl  Shapiro  devoted  two  chap- 
ters in  their  just-released  book, 
Information  Rules,  to  this  subject. 
One  of  their  examples:  Intuit  charges 
$60  for  its  fancy  version  of  Quicken, 
with  more  embellishments  than  its 
stripped-down  basic  version,  which 
sells  for  about  $20. 

Imposing  price  differences  on,  sayj 
long  distance  customers  is  a  little 
trickier.  "If  customers  find  out  about; 
the  lower  price,  you  can  always  tell 
them,  'Oh,  you  didn't  get  the  lower 
price  because  you  didn't  have  the 
coupon  or  the  promotional  offer,  but 
tell  you  what — we'll  make  an  excep 
tion  and  give  you  the  lower  price, 
says  Ford  Cavallari,  who  heads  u 
Internet  strategy  for  Renaissance 
Worldwide,  a  Boston- based  manage 
ment  and  information  technology, 
consultancy-  "But  once  you  start  ele 
vating  from  the  standard  price,  yov 
can  never  explain  your  way  out  of  tha 
with  the  customer." 

It  won't  do  for  Glaxo  Wellcome  t( 
say  that  it  is  le\ying  a  North  Americai 
surcharge  on  its  aids  drug.  It  can 
however,  charge  a  high  price  for  th< 
treatment  here,  while  selling  it  a 
a  75%  discount  in  Africa  as  a  human 
itarian  gesture.  The  common  practici 
of  soaking  wealthy  parents  mon 
for  college  tuition  is  described 
euphemistically,  as  a  scholarship  plai 
for  middle-class  students. 

If  it's  any  consolation  when  you  ge 
hit  up  for  a  higher  price,  take  note  o 
the  economic  theory  showing  ho\ 
price  discrimination  makes  societ 
better  off  (see  box).  Like  it  or  not 
though,  there's  going  to  be  mor 
"yield  management"  (as  the  airline 
call  it),  and  you'll  never  know  for  sur 
if  you  are  getting  a  good  deal.       ■ 
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110,000  employees  in  60  countries 
and  sales  of  US  $16  billion, 

the  heart  of  ALSTOM  beats  for  all  its  customers. 


Contracting 


In  the  US  we  employ  over  2,1 00  people  and  record  sales  of  US  $1 .2  billion. 

ALSTOM 


www.alstom.com 


INTRODUCING  THAT  SPECIAL  SOMEONE  YOU'VE  BEEN  LOOKING  FOR. 
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rit  special  someone  is  your  CDW  account 
■lager,  a  Direct  Solutions  Provider  assigned  to  you 
fcorially.  He'll  use  his  expertise  to  help  you  select 
1  right  top-name  brands  in  PCs,  peripherals  and 
fcware  -  brands  like  Compaq,  IBM,  Toshiba, 
I vlett- Packard,  Cisco  and  Microsoft  -  and 
fed  a  custom-configured  solution  that's 
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right  for  your  business.  Finally,  a  one-stop  resource 
for  everything  you  need,  including  great  savings  in 
time  and  money.  It's  exactly  what  you  should  expect 
from  a  billion-dollar,  Fortune  1000  company.  So 

call  800-778-4239  or  visit  www.cdw.com 
to  meet  your  personal  account  manager. 

And  begin  a  rewarding  new  relationship. 


Computing  Solutions  Built  for  Business7 

800-778-4239    www.cdw.com 

©  1998  CDW  Computer  Centers,  Inc. 


On  the      lHIWI 


Digitization  means  it's  easier  to  use  a  photo  in  count- 
less ways.  And  easier  to  tread  on  somebody's  toes. 

Shutter  bugs 


By  Tim  W.  Ferguson 

In  1989  A  commercial  photograph- 
er snapped  Victoria  Newell-Simon, 
husband  Keith  Simon  and  newborn 
daughter  McKenzie  in  a  park.  The 
picture  was  supposed  to  be  only  for 
the  Simon  family's  private  use,  but 
somehow  a  copy  of  it  made  its  way 
into  a  collection  of  stock  photos  for 
commercial  use.  Then  a  portion  of 
that  stock  photo  collection  got  digi- 
tized and  widely  disseminated  on  a 
CD-ROM  published  by  PhotoDisc,  of 
Seattle. 

In      1997      the 
Simons — he  a  land- 
scape architect,  she  a 
homemaker — began 
to  hear  from  acquain- 
tances that  their  nice 
family  scene  was  crop- 
ping up  in  the  weirdest 
places.   The   Christian 
Coalition  featured  them 
as  the  "June  family"  in  a 
calendar     (the     Simons 
aren't   in   that   political 
camp).  Costco  used  Keith's 
receding  hairline  to  plug  the 
Rogaine  baldness  remedy  in  a 
circular  to  its  warehouse  club 
members.    The    San   Diego 
Union-Tribune    put     their 
images  atop  personals  ads  for 
single   parents.   Two   trade 
magazines  had  them  illustrat- 
ing a  story  on  chronically  ill  children. 

A  lawsuit  ensued.  Chances  are  this 
little  mishap  is  going  to  cost  Photo- 
Disc  and  others  involved  a  settle- 
ment of  more  than  $1  million.  (Pho- 
toDisc is  now  a  subsidiary  of  Getty 
Images  Inc.,  a  publicly  traded  firm 
cofounded  by  a  grandson  of  J.  Paul 
Getty.) 

Publishers  of  advertisements,  cat- 
alogs and  the  like  have  always  made 
ample  use  of  stock  photos.  When  the 
agency  supplying  the  image  fails  to 
get  the  proper  legal  release  from  the 
subject  or  the  photographer,  dam- 
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ages  may  have  to  be  paid — usually  by 
the  agency.  In  the  old  days,  serious 
rubs  were  few,  perhaps  because  the 
stock  business  was  more  localized 
and  in  closer  touch  with  the  user 
population  of  graphic  designers  and 
ad  agencies. 

Enter  digitization.  Now  anybody 
can  be  a  desktop  publisher,  and 
libraries  of  images  (75,000  in  Photo- 
Disc's    case)     fly 
across  the  coun- 
try on  Inter- 


The  Simons,  from  their  family  album 
Technology  proved  a  time  bomb. 


net  connections  and  CDs.  Perhaps  it 
is  no  surprise  that  there  have  been  at 
least  half  a  dozen  lawsuits  involving 
PhotoDisc 's  products.  Most  have 
been  settled  for  a  few  thousand  dol- 
lars, but  one  involving  a  part-time 
model  whose  "wholesome"  pose  on 
a  tennis  court  ended  up  in  breast- 
implant  and  dating  service  ads  cost 
the  defendants  or  their  insurers  a 
combined  $175,000. 

Despite  the  legal  hazards,  what  is 


called  the  "royalty-free  digital 
image"  business  has  attracted  some 
big  players.  Digital  Stock  Corp.  is 
owned  by  Bill  Gates'  Corbis;  Eye- 
Wire  Inc.  was  formerly  a  unit  of 
Adobe  Systems.  Such  outfits  share 
$1.5  billion  in  annual  revenue, 
according  to  BancBoston  Robertson 
Stephens. 

"The  market  is  young — what  was 
once  gentlemanly  [before  the  digital 
stuff  started]  has  now  turned  into 
hockey,"  says  Joseph  Webb,  whose| 
company,  TrendWatch,  covers  the 
ad,  publishing  and  printing  indus- 
tries. He  figures  usage  of  stock  is  up 
47%  in  the  last  two  years,  thanks  to 
new  technology  and  competition. 

A  single  disk  with  perhaps  300 
images  costs  less  than  $300.  Tha 
buys  you  unlimited  use.  Macy's  sent 
out  at  least  3  million  sales  catalogs 
with  the  Simon  photo.  Quicken 
Family  Lawyer's  ad  also 
put  the  family 
into  9.3  million 
homes. 

The        m 

impressions  you 

make      of      an 

offending  photo 

the    bigger   the 

damage      claim 

Rues       Heathe* 

Redman,  genera 

counsel  for  Gett\ 

Images:   "As  th< 

industry   gets    bigger   and    bette 

known  and  the  players  in  it  ge 

bigger  and  better  known  and  th< 

general  litigation  environment  get 

more  and  more  difficult,  the  potem 

tial  for  awards  gets  larger." 

Eventually  advances  in  the  sam> 
technology  that  has  allowed  th 
mass  dissemination  of  images—' 
including  those  that  should  hav 
stayed  in  a  photographer's  files- 
should  permit  better  tracking  o 
stray  shots.  Meanwhile,  users  of  th 
disks,  especially  the  older  one; 
should  beware.  In  the  Simons'  cast 
Costco  has  offered  to  apologize  i 
its  circular  if  that  would  mak 
amends.  But  investigate  every  piec 
of  this  modern  form  of  clip  ai 
before  using?  A  lawyer  at  the  retai 
er  says,  "I  just  don't  think  that  ca 
be  the  case."  Costco  expects  inden 
nification  from  PhotoDisc.  ■ 
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Does  mandatory  sentencing  deter  crime? 
No,  says  this  tough  but  compassionate  judge. 
To  be  effective,  justice  must  be  flexible. 

Habilitation, 
not  rehabilitation 


By  Dyan  Machan 


"Judge  Roberts,  did  you  spit?"  It 
might  seem  an  impertinent  question, 
but  Burton  Roberts,  administrative 
judge  for  the  12th  Judicial  District  of 
the  Supreme  Court  of  New  York, 
knows  exactly  what  I'm  asking. 

Roberts  was  immortalized  as  Judge 
Kovitsky  in  Tom  Wolfe's  bestselling 
book,  The  Bonfire  of  the  Vanities.  In 
one  memorable  scene,  the  judge 
comes  upon  a  van  of  nasty,  heckling 
prisoners.  In  Wolfe's  words,  "|  kovit- 
sky \s|  pupils  were  like  two  death  rays 


burning  just  beneath  his  upper  eye- 
lids." The  judge  peered  into  the  van 
and  spat  at  the  prisoners. 

From  his  Bronx  courthouse  cham- 
bers die  judge  insists,  "I  did  not  spit." 
Then  he  smiles.  "It's  something  I 
could  have  done,  but  I  did  not,"  he 
says  playfully. 

After  25  years  presiding  over  some 
of  the  nation's  meanest  streets,  this 
76-year-old  jurist  retires  at  year's  end. 
joining  him  m  his  roomy  chambers,  I 
wonder  what's  on  bis  mind.  As  we  sit 


down  to  Greek  salads  in  tinfoil  con- 
tainers, I  find  out:  mandatory  sen- 
tencing. Nowadays,  mandatory  sen- 
tences are  hugely  popular  with  voters 
disgusted  with  coddled  criminals  and 
the  politicians  who  cater  to  them; 
Some  46  states  have  established  these 
laws,  including  New  York. 

How  do  these  laws  work?  Instead  ol< 
traditional  minimum  sentences  of  6  tc 
12  vears,  a  second-time  armed  robbeii 
receives  10  years  flat.  Instead  of  one 
third  of  the  time  off  for  good  behavior,    m  - 
there  is  only  the  possibility  of  one-   Jh na 
seventh  of  the  sentence  being  reduced  j     ts  ba 

Sounds  like  a  good  idea  to  me. 

Roberts  lifts  his  head  from  his  salad  <  spo  p 
I  think  I  see  the  death  rays  Tom  Wolfe  cup  m 
described.  |  cve.B 

"A  terrible  idea,"  he  mutters:  iciii 
"Facing  a  surefire  stiff  penalty,  thei  stscedi 
defendant,  with  nothing  to  lose,  asks!  King  j 
for  a  trial.  The  court  can't  lock  people*  miner 
up  indefinitely,  so  he's  back  on  the  Now  r 
streets  on  a  pretrial  release.  What  doea  andato 
a  robber  do  when  he's  back  on  thel  ang." 
street?  He  robs."  Roberts  hits  the  tin  uy 
container  with  an  olive  pit  by  way  o\  rige'sat 
giving  emphasis  to  his  disapproval. 

Why  can't  we  keep  these  criminals 
locked  up  before  their  trial? 

Tossing  another  olive  pit,  Robert: 
replies:  "We  don't  have  preventive 
detention  in  this  state."  Right.  Inno 
cent  until  proven  guilty. 

The  judge  takes  a  sip  of  his  seltzei 
and  sighs.  "The  guys  who  make  th 
laws  come  from  places  with  more  tree: 
than  people."  For  non-New  Yorkers 
what  he's  referring  to  is  that  the  state 
legislature  sits  in  Albany,  surroundec 
by  rolling  green  hills,  while  he  dispens 
es  justice  in  a  teeming  urban  setting 
He  thinks  he  knows  criminals  bette 
titan  some  legislator  in  the  apple  belt. 

"It's  not  the  severity  of  punishmen 
that  deters  the  crime,"  Roberts  goe 
on,  "Believe  me,  people  who  commi 
crimes  don't  sit  around  at  dinner  talk 
ing  about  whether  a  crime  gets  fiv' 
years  or  ten." 

I  look  into  his  death  rays  and  dare 
"Come  on  judge,  you're  telling  m 
harsh  punishment  doesn't  cut  crime 
In  some  countries  thieves  get  thei 
hands  chopped  off.  There  isn't  mud 
stealing." 

Oh,  he  knows  that.  His  fork  hits  th 
table  like  a  gavel  and  he  shoots  bad 
"In  old  London,  pickpockets  got 
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public  hanging.  And  when  the  people 
were  gathered  to  watch  the  hanging, 
the  cither  pickpockets  had  a  field  day. 
Hanging  didn't  seem  to  deter  them! 

"No,  the  only  thing  that  works  is 
(speed  and  certain  justice,"  he  bellows. 
rSpeed  and  certainty,  not  draconian 
sentences." 

[    Wait   a    minute.    Crime    is   down 

around  the  nation;  in  New  York  City 

lilone,  homicides  are  down  40%  in  the 

last  five  years.  Certainly  that's  due  to 

rougher  sentences  and  better  policing? 

;    My  naivete  has  him  fuming  and  he 

fchoots  back:  "'Crime  is  down  as  a  result 

nf  demographics.  Right  now  you  have 

jess  people  in  the  15-to-25-year  age 

;roup  in  which  criminals  are  most 

ictive.  But  there  is  a  rise  in  juvenile 

rime  in  ages  10  to  14.  This  group, 

ust  seedlings  now — will  grow  to  trees 

astinu.  a  terrible  shadow  over  our 

irban  centers." 

Now  he's  back  to  those  damned 
nandatory  sentences.  "The  worst 
hing,"  he  says,  "is  to  take  discretion 
way  from  a  judge.  It  removes  the 
jdge's  ability  to  evaluate  the  nuances 


of  the  crime  and  the  nuances  of  the 
individual  who  committed  it." 

Roberts,  a  former  district  attorney 
and  World  War  II  hero,  isn't  a  judge 
who  worries  a  lot  about  what  newspa- 
pers or  politicians  say  about  him.  I  sus- 
pect he  enjoys  it  when  he  riles  people. 
"A  leader  has  to  show  by  example  and 
not  cater  to  what  the  public  wants.  I 
can  take  it,"  he  says  with  a  shrug. 

Just  two  years  ago  New  York  Mayor 
Rudolph  Giuliani  and  New  York  Gov- 
ernor George  Pataki  attacked  Roberts 
for  setting  bail  too  low  for  an  accused 
cop  killer.  The  judge  held  his  ground 
and  snapped:  "I  do  not  poll  public  offi- 
cials in  order  to  interpret  die  law."  His 
explanation  for  the  low  bail:  The  death 
looked  to  be  accidental. 

My  guess  is  that  he  can  handle  diese 
verbal  barrages  because  they  are  tame 
compared  with  the  artillery  barrages  he 
endured  in  WWII.  A  20-year-old  U.S. 
Army  infantryman,  he  repeatedly  went 
into  heavy  fire  in  Italy  and  France  in 
1944  to  rescue  injured  comrades.  He 
was  also  wounded.  Asked  about  his 
wartime  experiences,  Roberts  says  what 


a  lot  of  heroes  say:  "The  only  ones 
who  are  brave  are  those  who  died." 

After  the  war  he  attended  Cornell 
University  Law  School  on  the  Gl  bill, 
but  was  turned  down  in  his  first  inter- 
view for  a  job  in  a  law  firm.  Those  were 
very  different  days.  "In  one  conversa- 
tion, the  partner  asked  me  what  church 
I  attended  on  Sunday,"  he  says.  That, 
of  course,  was  a  way  of  saying,  "We 
want  no  Jews."  Roberts,  who  is  Jewish, 
chose  to  take  a  public  sector  job.  After 
a  stint  as  an  assistant  district  attorney, 
he  served  as  Bronx  County's  district 
attorney  from  September  1968  to  Jan- 
uary 1973,  and  was  considered  one  of 
the  most  aggressive  and  effective  DA.s 
in  New  York  City  history. 

Tense  when  talking  about  the  law, 
Roberts  relaxes  when  he  tells  an  anec- 
dote. "Let  me  tell  you  a  story,"  he  says, 
pushing  aside  his  salad  tin.  "There  was 
a  kid  whose  specialty  was  robbing  Chi- 
nese restaurants.  He  went  to  Brooklyn 
Tech  and  was  a  smart  kid.  I  gave  him 
youthful  offender — the  mildest  treat- 
ment— and  sentenced  him  to  up  to 
four  years  in  state  prison. 
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Out  on  the  fairway,  Ingersoll- 
Rand's  Club  Car*  golf  cars  are 
transporting  golfers  at  country  clubs 
around  the  world. 

Club  Car  is  just  one  of  our  many 
world  brands.  Strategic  acquisitions 
such  as  Bobcat*,  Thermo  King®  and 
Blaw-Knox®  have  transformed  Ingersoll-Rand 
into  a  highly  diversified  and  growing 
company  offering  an  enormous  variety  of 
products  and  services. 

These  value-adding  acquisitions 
complement  existing  Ingersoll-Rand 
businesses  and  offer  excellent  growth 
prospects  with  consistency  of  earnings. 
Combined  with  existing  brands— 
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in  millions  of  dollars 

such  as  Schlage*,  Torrington"  and,  of 
course,  Ingersoll-Rand"'— they  make 
a  powerful  portfolio  of  industrial  and 
commercial  brands  recognized 
as  market  leaders  around  the  world. 

The  result  of  our  aggressive  changes: 
record  earnings  four  years  in  a  row.  And 
the  trend  continues. 

Ingersoll-Rand  is  now  a  fundamentally 
different  company.  Better.  Stronger.  And 
more  dynamic. 

For  more  information,  write 
Ingersoll-Rand,  200  Chestnut  Ridge  Road, 
Woodcliff  Lake,  NJ  07675.  Or  visit  us  at 
www.ingersoll-rand.com.  Our  NYSE 
symbol  is  IR.  See  how  great  it  feels  when 
you  go  for  the  green. 
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"When  it  came  time  for  his  release 
he  wanted  to  stay  in  jail  so  he  could 
complete  the  schoolwork  he  had  start- 
ed during  prison  at  a  community  col- 
lege. When  he  came  out  he  went  to 
Pace  University.  He  became  an  actuary, 
with  a  good  job  at  a  big  firm. 

"Instead  of  throwing  the  key  away, 
you  treat  these  people  with  dignity.  It's 
not  popular  to  say,  but  the  only  chance 
we  have  is  to  habilitate  these  people.  I 
won't  say  rehabilitate,  because  that 
assumes  they  were  at  one  time  okay." 

Doesn't  Roberts  believe  some 
people  are  lost  causes?  "Absolutely,"  he 
says,  "Fifteen  percent  of  criminals 
should  be  locked  up  forever. 

"But  let  me  tell  you  another 
story,"  says  the  judge.  His  subject  is 
Nathan  Giles  Jr.,  who  robbed,  raped, 
sodomized  and  murdered  a  woman 
in  1978.  "A  death  sentence  would  be 
too  kind.  I  gave  him  68/2  years,  3  life 
terms  and  another  plus  25  years.  He 
was  34,  which  would  make  him  eligi- 
ble for  release  when  he's  104.  If  the 
court  has  trouble  finding  me  in  2044, 
I  wrote  into  the  decision  that  I  want 
the  court  to  show  him  as  much  sym- 
pathy as  he  showed  his  victim.  He 
should  die  in  jail." 

At  the  Giles  sentencing  Roberts' 
final  words  were,  "Good-bye,  Nathan 
Giles — good-bye  forever!"  The  jury 
rose  and  applauded. 

Other  visitors  are  awaiting.  Judges 
who  were  queuing  up  outside  are  now 
settling  into  his  office  chairs.  He  says  to 
one  of  the  judges,  "Hey,  do  you  read 
Forbes?"  The  judges  smirk.  Roberts 
quips,  "If  you  send  me  three  subscrip- 
tions you  will  triple  your  circulation 
here."  Fveryone  laughs. 

That's  his  way  of  saying  that  there 
isn't  much  money  in  this  forsaken  part 
of  New  York  City  but  that  he  loves  it. 
He  reads  a  bit  of  doggerel  he  wrote  for 
the  end  of  a  recent  speech.  It  ends  in 
these  lines:  "I  love  thee,  Bronx,  I  love 
thee  well,  anywhere  else,  a  living  hell." 

Okay,  he's  not  a  poet.  Nor  is  he  a 
likely  candidate  for  a  rocking  chair  in 
the  Florida  sunshine.  After  retire- 
ment, he  might  join  a  law  firm  or 
become  a  TV  legal  commc  ntator.  "I 
want  to  work,"  he  says.  Then,  break- 
ing into  an  expansive  smile,  he  adds, 
"Besides,  my  wife,  Gerhild,  married 
me  for  better  or  worse — but  not 
for  lunch."  ma 


In  swallowing  ailing  Digital  Equipment  Corp., 
Compaq  Computer  risked  indigestion — 
or  worse.  In  fact,  Digital  has  been 
a  tasty  meal  for  the  acquirer.- 

Bon  appetit! 

By  Daniel  Fisher 

In   his   relentless   bid   to   poke      and  stock  to  acquire  Digital  Equip 


Compaq  Computer  Corp.  into  every 
nook  and  cranny  of  the  computer 
business  (Forbes,  Jan.  12,  1998), 
Eckhard  Pfeiffer  took  a  bold  gamble 
when  he  paid  $8.4  billion  in  cash 


ment  Corp.  in  June.  Here  was  a  narj 
rowly  focused  outfit — Compaq,  ;| 
maker    and     seller    of    computei| 
boxes — swallowing   an   older  anc 
more  complex  operation.  Their  culj 


Compaq's  John  Rose:  back  in 


Digital  operations. 
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tures  were  entirely  different,  and 
Digital,  once  number  two  only  to 
IBM  in  the  computer  trade,  had  been 
slipping  for  years. 

Could  Houston-based  Compaq 
possibly  digest  Maynard,  Mass.- 
based  Digital?  It  could — and  is. 
Pfeiffer  has  slashed  5,000  jobs  in  less 
than  four  months,  pruning  away 
moneylosing  operations  and  absorb- 
ing the  ones  he  wants  to  keep. 
Compaq's  chief  financial  officer,  Earl 
Mason,  says  he's  extracted  $400  mil- 
lion in  cash  from  Digital's  balance 

Separate  paths 
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Compaq  shares  have  skidded  sideways 
while  Dell's  soared,  partly  on  concern 
about  Compaq's  Digital  acquisition. 
That  could  change  soon. 


sheet  largely  by  speeding  up  bill  col- 
lections and  slowing  payments  to 
creditors.  Compaq  is  also  selling  a 
large  chunk  of  Digital's  $3  billion  in 
real  estate  as  it  closes  duplicate  facil- 
ities such  as  Digital's  Maynard  head- 
quarters. Gone  are  Digital's  person- 
al computer  business  and  factories  in 
Singapore  and  Taiwan. 

Digital  brought  along  $3  billion  in 
cash  and  $3.3  billion  in  tax-loss  carry- 
forwards that  Compaq  can  use  to 
offset  taxes  over  the  next  eight  years. 

In  short,  Compaq  is  making  the 
Digital  acquisition  almost  pay  for 
itself  and  getting  prize  assets  for 
almost  nothing.  What  Compaq 
really  wanted  was  Digital's  $6  bil- 
lion, 22,000-employee  computer 
services  division  and  its  $3-bilIion-a- 
year  data  storage  business.  Both 
move  Compaq  decisively  away  from 
its  former  near-reliance  on  selling 
computer  boxes. 
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After  deducting  the  cash  Compaq 
has  wrung  out  of  its  assets,  its  net 
cost  for  the  acquisition  drops  to  $5 
billion.  Yet  Digital's  computer  ser- 
vices unit  alone  reported  pretax 
income  of  about  $  1  billion  last  year. 
Thrown  in  almost  free  are  Digital's 
speedy  Alpha  microprocessor  and 
popular  Alta  Vista  search  engine. 

Financial  officer  Mason  predicts 
that  Digital's  operations  will  start 
contributing  to  Compaq's  earnings 
in  the  fourth  quarter.  That  would 
help  rehabilitate  his  image  with 
investors  who  are  still  smarting  from 
Compaq's  surprise  disclosure  of 
excess  inventory  earlier  this  year, 
from  which  its  stock  has  yet  to 
recover:  Compaq  shares  recently 
traded  at  about  14  times  estimated 
1999  earnings  of  $1.78  a  share, 
compared  with  Dell  Computer 
Corp.  at  50  times  forward  earnings. 

"We're  not  perfect,  we've  proven 
that,"  says  Mason,  chagrined  by  the 
inventory  problems.  "But  can  we 
execute?  We  think  so." 

Apparently  they  can.  Compaq  got 
a  head  start  on  the  cost-reduction 
process  by  fielding  more  than  200 
teams  to  draw  up  "road  maps" 
detailing  products  Compaq  would 
continue  to  produce  and  how  they 
would  be  marketed  and  sold. 

The  teams  began  their  work  in 
January,  just  after  the  Digital  deal 
was  announced.  "By  the  time  we 
closed  the  transaction  on  June  11 
we  had  the  brunt  of  the  work  all 
done,"  says  John  Rose,  who  quit 
Digital  in  1992  after  a  dispute  with 
then-president  Kenneth  Olsen  and 
now  heads  Compaq's  Enterprise 
Computing  Group. 

Not  everything  has  gone  perfect- 
ly. Rivals  such  as  Hewlett-Packard 
picked  off  Digital's  customers  by  the 
hundreds  after  Compaq  announced 
the  takeover.  Competitors  are  still 
capitalizing  on  concerns  that 
Compaq  won't  support  Digital's 
VMS  and  Unix  operating  systems 
much  longer.  There  are  more  than 
400,000  aging  VMS  minicomputers 
worldwide,  comprising  a  tat  target 
for  ihm,  Sun  Microsystems  and 
Hewlett-Packard.  "We've  been 
focusing  on  Digital  customers  for 
the  last  three  years,  and  certainly  in 
the  last  nine  months  our  activity  has 


picked  up,"  says  Les  Wilson,  systen 
marketing  manager  for  HP's  Un 
business. 

But  Compaq  hasn't  just  cut.  It  h; 
•added  thousands  of  employees  t 
Digital's  service  business.  Pfeiffer  le 
the  old  Digital  management  tea; 
there  intact  under  John  Rand( 
group  general  manager  of  Compa 
Services,  who  has  a  mandate  t 
double  revenue  to  $15  billion  t 
2002.  One  of  the  hidden  asse 
Compaq  obtained  in  the  Digit 
takeover  is  its  4,000-employee  dire 
sales  force,  which  when  combine 
with  the  2,000  sales  employees  < 
Tandem — acquired  in  Augu 
1997 — doubled  Compaq's  direc 
sales  operation  to  8,000  employee 

"By  the  time  we  closed  the 
[Digital]  transaction  on 
June  11  we  had  the  brunt 
of  the  work  all  done,"  says 
John  Rose,  Compaq  senior 
vice  president. 


The  company  added  an  addition 
2,000  employees  through  outsic 
hiring,  bringing  the  total  to  10,00' 
These  people  have  the  skills  to  st 
everything  from  multimillion-doll 
computer  networks  to  $1,500  not' 
book  PCs.  It's  a  big  shift  f< 
Compaq,  which  got  its  start  as  a  P< 
clonemaker  and  still  generated  mo 
than  half  of  last  year's  $24.6  billic 
in  revenue  from  desktop  PCs. 

The  challenge  for  Rose  now  is  i 
shift  the  customers  Compaq  ii 
herited  from  Digital  over  to  ne 
Compaq  servers  utilizing  Mien 
soft's  Windows  NT  operatir 
system.  Compaq  still  sells  Digital 
powerful  Unix  operating  syster 
which  competes  against  simil 
products  from  IBM  and  Sun,  b' 
Compaq's  long-range  plan  is  i 
move  the  bulk  of  its  customers  ov 
to  the  so-called  Wintel  combinatic 
of  Intel  microprocessors  and  Micr 
soft  software. 

For  all  the  problems  involved,  tl 
looks  like  one  heck  of  a  deal, 
leaves      Compaq      broader      ar 
stronger — and  at  what  turns  out 
have  been  a  bargain  price.  ■ 
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"Peter,  with  all  my  job  changing, 

it's  nice  to  know  consolidating  my  retirement 

savings  at  Fidelity  is  as  easy  as  a  phone  call."  -  Don  Rickles 


Call  to  roll  over  your  eligible  401  (k),  403(b)  or  pension  savings  with  Fidelity  Rollover  Express! 


II  you've  changed  jobs,  Fidelity  can  make  it  easy 
to  roll  over  your  eligible  retirement  savings  to  a 
Fidelity  Rollover  IRA.  Consolidating  your  money 
at  Fidelity."  helps  make  it  easy  to  manage.  You  also  gain 
access  to  our  money  management  experience  and  vari- 
ety  of  mutual  funds,  stocks,  bonds,  and  annuities,  so 


Fidelity 

ROLLOVER 

Express 


you  can  develop  a  strategy  to  match  your  needs.  All 
it  takes  is  a  phone  call  to  get  started,  and  our  Rollover 
Specialists  will  help  you  find  an  investment  strategy 
that's  right  for  you,  and  even  complete  the  Rollover 
paperwork.  Call  today  or  visit  our  website  to  get 
your  Rollover  Express  Kit.  Its  fast.  Its  easy.  It's  smart. 


Fidelity 


Investments 


WHERE    12   MILLION   INVESTORS   PUT  THEIR   TRUST. 


CALL 

1     - 

800-FIDELITY 

OR        VISIT 

u  s 

AT        WWW.FIDELITY.COM 

For  more  complete  information  on  any  fund  or  annuity  available  through  Fidelity,  including  charges  and 
expenses,  call   for  a   free   prospectus.   Please   read   it  carefully  before  you   invest  or  send   money. 

Fidelity  Brokerage  Services,  Inc.,  Member  NYSE,  SIPC.  62629.001 
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Another  Nokia  discovery: 

Dead  batteries 
are  inconvenient. 

That's  why  we  make  the  Nokia 

6100  Series  digital  phones  with 

long  battery  life.  Up  to  eight 

hours  of  talk  time  and  14  days  of 

standby  time.  So  whether  you're 

talking  with  a  client  or  playing  one 

of  the  phone's  built-in  games,  you'll 

have  plenty  of  time.  Once  again,  we 

got  a  jump  on  the  competition. 


NOKIA 

Connecting  People 


No,  its  new  fat  medicine  won't  do  for  gourmands  what  Viagra  does  for  those  who 
want  more  sex,  but  Roche  figures  there's  more  to  health  care  than  just  pills. 

How  Roche  got  an  edge 
on  its  competitors 


By  Howard  Banks 


Attention  on  the  pharmaceutical 
industry  usually  focuses  on  break- 
through drugs — who  will  have  the 
next  Viagra?  Well  and  good,  says  Franz 
Hiimer,  chief ,  tecutive  officer  of  Basel, 
Switzerland-b.  Roche     Group 

( better  known  ii  through  its 

subsidiary  Hoffm  '.alloche),  but 
there's  more  to  he  than  pills. 

Roche  is  placing  a  how  bet  on  diag- 
nostics— detecting  and  identifying  dis- 
ease— and  using  th  rmine 
more  precise  treatment. 

Roche,  with  revenues  ■  $18  billion, 
is  the  world's  fourth-large  .1  drug  com- 
pany, after  Merck,  Novartis  l  Forbes, 
Feb  9,  1998)  and  Glaxo  Wellcome. 
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Roche  has  its  share  of  promising  new 
pills,  including  Fortovase  and  Viracept 
to  treat  AIDS,  Zenepax  for  organ  trans- 
plant use  and  Tasmar  for  Parkinson's 
disease.  "I  believe  we  have  one  of  the 
broadest  pipelines  in  the  industry,"  says 
Hiimer,  52,  who  until  he  joined  Roche 
in  1995  was  a  director  at  Glaxo  in 
charge  of  research  and  development. 

Not  the  least  of  these  is  Xenical, 
Roche's  antiobesity  drug.  This  won't 
do  for  gourmands  what  Viagra  does  for 
those  who  want  more  sex,  but  it  will 
help  those  who  suffer  from  clinical  obe- 
sity — a  genetic  disposition  to  retain  fat. 
Xenical  works  by  ensuring  that  fat 
intake  passes  through  the  digestive  tract 


unabsorbed — though  some  unpleasa 
side  effects  make  it  unsuitable  for  reel 
ational  overeaters.  It  is  already  availal 
in  Europe,  and  Roche  hopes  to  g 
U.S.  approval  later  this  year.  If  it  tui 
out  through  further  testing  that  Xei 
cal  helps  prevent  obesity-related  illne 
es  such  as  diabetes,  its  sales  will  sign 
candy  exceed  the  expected  $7 
million  a  year  by  2003. 

Loaded  with  cash — Roche's  ft 
cash  flow  will  be  $3  billion  tl 
year — Hiimer  and  his  board  have  t 
luxury  of  deciding  where  to  spend 
Recent  acquisitions  have  swelled 
corporate  debt  to  $8  billion,  t 
Hiimer  expects  to  have  that  down 
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In  the  heart  of  Makati 
jd  your  every  need  is  answered. 


Shangri-La,  Manila.  Tel:  (63  2)  813  8888  Fax:  (63  2)  813  5499 
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$3  billion  by  2003.  So  there's  plenty 
of  money  available  for  expansion. 

More  research  is  one  option,  but 
Hiimer  doesn't  believe  that  added 
research  is  the  best  possible  invest- 
ment. "We  ahead}'  spend  $1.8  billion 
on  drug  research,  third  or  fourth 
largest  among  drug  companies,"  he 
says,  "and  there's  no  evidence  we 
would  benefit  from  spending  more." 

So  Roche  is  using  a  good  deal  of  its 
cash  and  credit  to  expand  into  diag- 
nostics, through  Roche's  $11  billion 
acquisition  last  year  of  German-based 
Corange.  This  outfit  had  two  major 
parts:  Boehringer-Mannheim,  a  lead- 
ing factor  in  diagnostics,  and  De  Puy, 
which  makes  orthopedic  devices. 

Roche  has  no  interest  in  orthopedics 
and  so  is  selling  De  Puy  to  Johnson  & 
Johnson  for  $2.9  billion.  But  acquir- 
ing Boehringer-Mannheim  has  elevat- 
ed Roche  to  number  one  in  the  $18 
billion  world  diagnostics  market,  with 
17%  of  the  market,  just  ahead  of 
second-place  Abbott  (15%)  and  John- 
son &  Johnson  (11%).  Over  the 
coming  few  years  diagnostics  "will 


reshape  the  way  we  are  organized  and 
the  way  we  develop  drugs,"  says 
Hiimer.  Diagnostics  will  show  precise- 
ly which  drugs  will  help  the  greatest 
number  of  people  and  will  therefore 
focus  the  markets  the  company  will 
concentrate  on.  "When  we  get  to  10, 
12,  or  15  therapies  selected  this  way,  it 
will  change  which  products  we  devel- 
op and  how  we  offer  them  to  hospi- 
tals, doctors  and  payers,"  says  Hiimer. 

"Roche  is  now  first  in  diagnostics 
and  thereby  way  ahead  of  the  rest  of 
its  rivals,"  says  Mark  Becker  of  J. P. 
Morgan.  "The  real  payoff  will  be  over 
five  to  ten  years,  beyond  the  horizon 
for  most  investors." 

Roche  is  already  the  leader  in  PCR 
diagnostic  testing.  PCR — polymerase 
chain  technology — allows  analysis  of 
DNA  in  a  blood  or  urine  sample  to 
identify  a  disease.  With  PCR  a  lab  can 
deliver  a  test  result  from  a  standard 
blood  or  urine  sample  for  $50  to  $90 
in  an  hour  or  so,  while  today's  stan- 
dard laboratory  tests  can  take  two  or 
three  days — at  two  to  three  times  the 
cost.  With  the  new  tests  doctors  will 


know  quickly  and  with  certaint 
which  disease  the  patient  is  sufferin 
from  and  which  drug  or  treatmen 
will  work.  Roche  has  owned  th 
patent  rights  to  PCR  since  1991 
Rivals  such  as  Abbott  pay  a  royalty,  c 
license  fee,  to  use  it. 

Jonathan  Knowles,  a  leading  Britis 
microbiologist,  is  so  enthusias 
about  Roche's  move  into  diagnostic 
that  he  left  Glaxo  Wellcome  last  ye 
to  join  the  firm  as  head  of  researcl 
"Look,"  says  Knowles,  "the  reaso 
that  high  blood  pressure  and  hig 
cholesterol  are  no  longer  killers  is  th; 
the  tests  for  them  are  now  cheaj 
effective  and  easy.  Now  imagine  th  Kased 
impact  on  health  care  when  that  ea< 
and  certainty  of  testing  is  possible  fc 
a  whole  range  of  diseases." 

"It  is  a  fact,"  enthuses  Knowlel! 
"that  about  60%  of  patients  ai 
helped  by  most  major  drugs.  Fc 
some  of  the  rest  there  is  no  effect 
all,  while  some  suffer  side  effecfcjfcent 
Imagine  if  we  can  test  patients  an  ihp 
say  up  front  that  this  group  needs  th  odsan 
drug  and  that  this  group  should  1 
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given  something  else.  That  will  deliv- 
er society  serious  value  by  avoiding 
vasting  money  on  drug  treatments. " 
;  This  is  alreadv  happening  with  hiy- 
nwitive  patients,  who  are  now  tested 
s  often  as  once  a  month  instead  or 
incc  a  year.  "If  the  test  shows  they 
;re  becoming  resistant  to  a  particular 
drug,  their  prescription  is  changed 
pefore  it  is  too  late,"  says  Knowles. 
|vs  a  result,  the  death  rate  from  AIDS 
■  declining  in  the  U.S. 

Among  other  possibilities  Knowles 
.•as  in  mind:  Alzheimer's,  osteoporo- 
sis, influenza.  By  next  year,  Knowles 
iys,    Roche    will    have    two    new 
•i  R-based  tests  available.  One  will  be 
>r  osteoporosis.  An  annual  test  on 
omen     approaching    menopause 
ill  show  if  they  are  developing  signs 
K  the  disease.  "If  they  do,"  Knowles 
their  doctor  will  give  them 
|  pill — perhaps  only  four  times  a 
kar — instead  of  waiting  to  begin 
reatment  when  their  bones  start  to 
jreak  up."   The  other  test,  using  a 
|lood  sample,  will  show  whether  a 
atient  really  does  have  influenza, 


"If  we  can  [use  diagnostics] 
broadly,  we  save  society 
huge  sums,"  says  research 
head  Knowles. 


and,  if  so,  which  of  two  main  strains 
should  be  treated. 

Knowles  hopes  that  in  a  year  or  two 
there  will  be  a  test  that  will  provide  an 
early  indication  of  the  onset  of 
Alzheimer's  disease.  "Perhaps  we  will 
be  able  to  use  PCR  to  measure  some 
change  in  the  blood  that  precedes  loss 
of  cognitive  function.  Those  who 
show  this  can  then  be  treated  early." 

In  the  case  of  Alzheimer's,  the  new 
diagnosis  would  limit  the  strain  on 
families  who  have  to  care  for  those 
with  the  terrible  disease.  But  more 
broadly,  the  savings  from  better  testing 
would  be  in  the  overall  cost  of  health 
care.  Just  one  small  saving:  Instead  of 
conventional  drug  testing,  requiring  a 
sample  of  1,000  people  for  a  drug 
approval  test,  using  diagnostics  screen- 


ing might  cut  that  sample  to  maybe 
400  people,  according  to  Knowles. 

"If  we  can  do  this  kind  of  thing 
broadly,"  Knowles  goes  on,  "we  save 
society  huge  sums  by  preventing 
those  at  risk  from  getting  sick  and  by 
not  wasting  [time  and  money  on] 
drugs  that  will  not  help  or  may  even 
harm  the  patient." 

A  company  that  has  made  as  many 
mergers  as  Roche  acquires  many 
research  labs,  which  are  run  as  inde- 
pendent operations.  "This  gives  us  a 
lot  more  active  ears  and  eyes,"  says 
Hiimer.  Knowles  now  spends  much 
of  his  time  coordinating  company 
research  programs,  including  those  at 
bioengineering  subsidiary  Genentech 
(66%  owned)  and  the  group's  Syntex 
research  labs  in  California. 

The  merger  wave  among  pharma- 
ceuticals is  far  from  cresting.  Even  the 
biggest  drug  houses — Merck,  Glaxo 
Wellcome  and  Novartis — have  less 
than  5%  of  the  global  drug  trade 
each.  Roche  is  number  four  with 
about  3.6%,  but  it  looks  certain  to  be 
a  survivor — not  merger  bait.  ■■ 


aVision. 


The  picture  on  Hitachi  UltraVision  is  so  stunning  it 


is  bound  to  attract  a  crowd.  The  reason  is  Hitachi's 


exclusive  six  element  UltraFocus  Super  Bright  Lens 
System,  which  creates  an  image  of  exceptional  bright- 
ness and  clarity.  And  Hitachi's  Magic  Focus,  the  world's 
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only  automatic  convergence  system,  ensures  perfect 
focus  to  keep  the  picture  super  sharp  and  clear.  Once 
you  see  Hitachi  UltraVision  for  yourself,  you'll  wonder 


why  anyone  would  want  to  watch  anything  else. 
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A  TOTALLY  NEW  VISION 


Visit  our  Web  site  at  www.hitachi.com  for  more  information. 
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By  Virginia  Postrel 


The  acrylic  sector 


"Yellow  Pages"  economy 


Salon  service  income*  ($billion) 

ratio  scale 
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•Does  not  include  tips  or  sales  of  supplies. 

Number  of  active 
nail  technicians  (thousands) 
ratio  scale 


Number  of  nail  salons  (thousands) 

ratio  scale 


Federal  job-counters  have  lost  a  quarter 
million  manicurists. 

In  last  fall's  Occupational  Employment 
Projections  to  2006,  the  Bureau  of  Labor 
Statistics  listed  "manicurist'"  among  the 
fastest-growing  occupations,  projected  to 
grow  from  43,000  to  62,000  between  1996 
and  2006.  That's  an  impressive  increase  for 
a  job  the  bureau  didn't  even  track  in  1979. 
And  it's  easy  to  believe  if  you  walk  down 
any  street  in  an  American  city  or  visit  strip 
malls.  There  are  nail  salons  everywhere. 

Way  too  many,  in  fact,  to  be  staffed  by  a 
mere  43,000  people.  Nails  magazine  esti- 
mates that  there  are  nearly  45,000  nail 
salons  nationwide.  Using  state  licensing 
data,  Nails  pegs  the  number  of  active  nail 
technicians  (the  preferred  term  in  these 
days  of  high-tech  acrylics)  at  311,725,  up 
5%  from  1997.  With  a  circulation  of  nearly 
60,000 — and  competitors  both  in  English 
(Nailpro)  and  Viet- 
namese (Saigon 
Nails) — the  trade  maga- 
zine itself  casts  doubt 
on  bls  figures. 

The  bls  can't  account 
for  the  discrepancy 
between  its  numbers  and 
these  much  larger  ones. 
Its  researchers  use  sur- 
veys of  both  households 
and  business  establish- 
ments, but  neither  tech- 
nique unearths  most 
manicurists.  (If  the 
bureau  can  be  that 
wrong  about  licensed 
manicurists,  imagine 
what  happens  with  un- 
licensed gardeners,  car 
washers  or  nonunion 
construction  workers.) 
As  embarrassing  as  that 
oversight  may  be  to  the 
job-counters,  it's  quite 
appropriate. 

Our  media  driven 
mental  picture  of  "the 
econom) "  doesn't  have 
a  place  for  nail  salons. 
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Souice:  1998-99  Nails  Fact  Book. 


especially  as  a  growth  industry.  We  tend  to 
think  of  the  work  force  as  divided  among 
brainiac  computer  programmers,  zillionaire 
investment  bankers,  unionized  assembly-line 
workers,Jow-paid  hamburger-flippers,  and 
the  cops,  lawyers  and  doctors  we  see  on  TV. 
We  can't  imagine  that  an  industry  could 
grow  up  in  plain  sight,  generating  hundreds^ 
of  thousands  of  jobs  and  billions  of  dollars 
in  sales,  without  anyone  taking  notice.  But 
this  one  did. 

It's  easy  to  get  into  the  nail  salon  busi- 
ness. A  manicurist  license  typically  takes 
about  400  hours  of  schooling,  and  opening  J 
a  salon  requires  only  a  few  thousand  dollars  \ 
capital.  Fierce  competition,  spurred  by 
immigrant  entrepreneurs,  has  driven  down 
prices  but  also  expanded  the  market  enor- 
mously. The  mere  presence  of  so  many 
salons  is  a  great  advertisement.  These  aren't| 
high-profit  businesses,  but  they  provide 
flexible,  fairly  pleasant  jobs  at  decent  wages. 
Including  tips,  the  average  nail  tech  makes 
around  $475  for  a  35-hour  week. 

Behind  the  $6.3  billion  retail-service 
industry  are  the  hundreds  of  distributors 
and  manufacturers  that  supply  the  salons. 
Nailpro  lists  nearly  400  manufacturers  in 
its  1997  Gold  Book  directory.  These  com- 
panies make  everything  from  polishes,  nip- 
pers and  acrylic-nail-sculpting  compounds' 
to  injection-molded  polish  racks,  manicure  j 
tables  and  toeless  pedicure  socks.  Says 
Nailpro  Executive  Editor  Linda  Lewis, 
with  little  exaggeration:  "Everything  you 
see  in  that  Gold  Book  was  developed  over 
the  last  20  years." 

When  we  think  about  the  economy 
we  rarely  make  a  place  for  the  multibillion- 
dollar  beaut)'  industry  or  similarly  "frivo- 
lous" sources  of  economic  value.  But 
if  we  ignore  all  the  businesses  that  pro- 
vide beauty,  entertainment,  personal 
guidance  or  other  "nonessential"  in- 
tangible goods,  we  will  miss  the  future 
of  the  economy.  Human  beings  of  all 
incomes  and  levels  of  technology  crave 
beauty  and  diversion.  As  people  get  richer 
they  can  afford  to  spend  more  on  such 
luxuries.  By  historical  standards,  American  | 
are  extremely  rich. 

It's  not  surprising,  then,  to  find  smart 
entrepreneurs  creating  economic  value  by 
catering  to  our  happiness  as  well  as  to  our 
physical  needs.  To  find  them,  however,  yovj 
have  to  look.  Try  the  Yellow  Pages,  under 
"iManicures."  I 


Virginia  Postrel  is  the  editor  of  Reason  magazine  and  a  columnist  for  Forb:^  ASAP.  Her  book,  The  Future  and  its  Enemies,  will  be 
published  in  December  by  the  Free  Press.  E-mail:  vpostrel@reason.com 
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The  modern  cigar  shares  its  birthplace 

(Nd  WDh: 


From  the  beginning,   it's 
never  been  just  a  "guy"  thing. 

As  the  people  who  introduced  modern  cigars  to  the  world, 
we  at  Tabacalera  de  Espaiia  have  been  a  big  part  of  the 
relationship  ever  since.  Now  that  we're  bringing  cigars 
to  America,  we 
thought  we  might 
share  some  obser- 
vations about  this 

long-standing  love 

Yes,  Salvador  Dati  smoked  and  loved  cigars. 
alfair.  The  first  one       Whether  they  inspired  his  art,  however,  remains  a  mystery. 


<* 


being:  As  well-known  see:  -s 


of  pleasure,  women  have  I  n 


enjoying  fine  cigars  for  a  1  g 


time  now.  Just  like  the  rest  c  s. 


Which  is  great,  in  our  opir  I 
From  day  one,  we  envisione(fl 
cigar  as  an  elevating  but 
democratic  piece  of  busir 
(Which  isn't  to  say  you  sbj 
smoke  it  in  haphazard  fashic 


Df  course 

the  ritual 

makes  it  better. 

That's  what 
it's  there  for. 


You  light  a  cigar  evenly,  and  *.  «, 


'#ES? 


Tabacalera  de  Espaha  has  to  & 
tor  the  finest  in  the  cigarmak  A 


turn  it  slowly  to  ensure  an  even 

burn.  You  draw  slowly  because 

that  unlocks  the  nuance.  Most  importantly,  you  start  a  ,i» 

superior  cigar  (one  that  wears  the  Tabacalera  de  Espaf  T 

for  instance).  Because  a  good  cigar,  smoked  badly,  m  be 

blasphemy.  But  there  is  no  good  way  to  smoke  a  bad 


L 
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Cigars  and  port. 
Or  is  it  cigars  and  brandy? 

r>uld  be  cigars  and  Bordeaux.    Or  cigars  and 
r,o\en     It  could  even  be  cigars  and  baseball,  although 

where  we  (and 


Molhing  smoothes  out  the  edges 
ot  a  rough  day  like  a  fine  cigar 


instead.  The  sim- 
ple truth  is,  the 
cigar  seems  by  its 


ure  to  seek  out  interesting  company.  And  it's 
lonogamous  when  it  comes  to  perfect  partners. 
You  should  share  it  with  the  things  (and 

people)  you  love.  The  right  cigar  will  love  you 

back  unconditionally. 


/ 


In  the  end,  there  can 

never  be  tdd 

many  good  cigars. 

We  and  the  cigar  grew  up  together,  and  discovered  a  lot 

in  the  process:  the  best  way  to  harvest  the  plant;  the 

perfect  way  to  age  and  cure  and  blend  the  leaf.  We  also 

discovered  the  legendary  charms  of  Cuban,  Caribbean 

and  Central  American  tobaccos*  Today,  we  bring  that 

legacy  to  every  cigar  that  bears 

our  mark.  And  we  have  come 

to  America  because  we  believe 

nobody  should  ever  have 

to  settle  for  less  than  a  great 

cigar.  That's  what  the  love  affair 

Some  of  our  (and  the  world's) 
has  always  been  about.  finest  cigars. 


'  Cuban  tobacco  not  available  tor  American  distribution 


After  the  Spaniards  brought  the  pleasures  of  smoking  tobacco  back  to  the  Old  World,  we 
formed  the  world's  first  tobacco  company.  It  was  this  company.  Tabacalera  de  Espana,  that 
would  create  and  perfect  the  art  of  hand-rolling  the  modern  cigar,  the  pleasures  of  which 
quickly  spread  throughout  Spain,  Europe  and  beyond.  Today,  we  are  recognized  as  the 
finest  purveyor  of  premium  cigars  in  the  world. 

Now,  we  bring  our  art  to  America. 


Tabacalera  de  Espana. 
From  the  beginning. 

In  the  old  days,  there  were  no  trademark  laws.  So,  tor  obvious  reasons,  other 
tobacco  companies  also  began  to  call  themselves  Tabacalera.  But  there  is  only 
one  company  that  originated  and  perlected  the  modern  cigar.  And  only  our 
cigars  will  ever  be  allowed  to  wear  this  mark. 
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The  hi  si  mark  ot  the  world  s  finest  cigars. 
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!lt  would  please  the  Washington  bureaucracy  if  more 
'companies  adopted  mentoring  programs.  Watch  out 
they  don't  land  you  in  sexual  harassment  trouble. 

Down  with 

dyading 


By  Dan  Seligman 

WHEN  I  was  a  lad,  "mentec"  was 
•iot  yet  a  noun,  "mentor"  was  a  noun 
but  not  a  verb,  and  decades  would 
.-lapse  before  William  Agee — the 
business  genius  who  almost  sank  the 
.encrable  Morrison  Knudsen — 
tittered  the  immortal  line:  "What  you 
iced  now  is  to  be  mentored." 

The  mentee  in  Agee's  soap  opera 
vas,  of  course,  Mary  Cunning- 
lam,  who  quoted   her  future 
nusband  in  her  1984  memoir, 
Powerplay:  What  Really  Hap- 
pened at  Bendix.  Bill's  line  is 
nore  dangerous  today  than  it 
>vas  then,  what  with  sexual 
larassment  lawsuits  and  all, 
">ut  the  noun  and  verb  are  get- 
ting to  seem  ubiquitous  in  the 
orporate  seetor. 

Mentoring  is  on  the  march.  It 
vas  considered  big  news  in  1996, 
jvhen  survey  data  indicated  that 
•nore  than  a  third  of  large  corpo- 
rations  were    initiating    formal 
nentoring  programs.  Among  the 
orporations  mentioned:  AT&T, 
'ederal  Express,  General  Motors, 

C.  Penney,  DuPont,  Sun  Microsys- 
ems,  Merrill  Lynch  and  Charles 
>ch\vab.  But  that  was  two  years  ago. 

Today  it  is  hard  to  find  a  sizable 
nterprise  that  doesn't  already  claim 
o  be  deep  into  mentoring.  It  is  obvi- 
>us  that  some  of  these  well-inten- 
ioned  programs  are  more  seriously 
ntended  than  others,  but  based 
>n  my  own  research,  it  is  impossi- 

le  to  find  a  company  that  has 
•quarely  rejected  mentoring  as 
•aloney. 

One  thing  you  often  notice 

bout  the  pitch  for  mentoring 
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is  that  it  incorporates  some  rather 
extreme  "nurturist"  notions  about 
the  abilities  of  mentors  to  transform 
the  lives  and  habits  of  young  people. 
Mentoring  in  the  corporate  sector 
shares  at  least  some  of  the  touchy  - 
feely  ideas  and  psychological  assump- 
tions of  the  mentoring  movement 
that  aims  to  help  troubled  kids — a 
movement  that  has,  in  fact,  a  fair 
amount  of  corporate  support. 

President  Bill  himself  has  endorsed 
such  mentoring  efforts,  as  noted  in  a 
priceless  passage  from  the  August 
1997  issue  of  Training  magazine: 
"Mentoring's  star  has  risen  due  to 
President  Clinton's  frequent  endorse- 
ment of  mentoring  initiatives  and  a 
push  by  communities  across  the 
country  to  match  mentors  with  chil- 
dren, young  adults  and  college  stu- 
dents searching  for  relationships  with 
responsible  adults."  I  will  abstain 
from  any  Monica  Lewinsky  jokes. 
Something  else  you  may  notice 
when  conferring  with  mentoring 
promoters  in  the  corporate  world 
is  a  certain  blurriness  about  the 
main  point:  Why  is  such  counsel- 
ing no  longer  entrusted  to  the 
young  person's  supervisor  but 
considered  someone  higher  up's 
job?  I  posed  this  question  to  an 
official  at  the  Society  for  Human 
Resource  Management  and  was 
told:  "Well,  there  are  a  lot  of 
crappy  supervisors  out  there." 

The  implication  of  this  answer  is 
that  senior  management  is  sup- 
posed to  help  junior  management 
do  its  job.  Which  sounds  like 
crappy  management,  or  at  least  an 
inefficient  use  of  the  top  guy's 
time. 

A  line  you  sometimes  hear  from 

mentoring  fans  is  that  the  dyadic 

process — which  is  what  mentoring 

is  called  in  human  relations  cir- 

|  cles — builds  loyalty  to  the  compa- 

g  ny    and    lowers    turnover    rates 

|  among  bright  young  prospects.  It 

"  is  hard  to  come  by  broad-based 

data  supporting  this  contention. 

The  folks  at  AlliedSignal  state  firmly 

that  100%  of  the  executive  trainees 

selected  for  mentoring  say  it  left 

them    feeling    more    positive 

about    the    company.    What 

would  you  expect  them  to  say? 

Do  I  detect  a  little  bureaucrat- 
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ic  arm-twisting  here?  Earlier  this  year! 
an  Equal  Employment  Opportunity! 
Commission  task  force  published 
list  of  "best  practices" — managemenl 
programs  strenuously  recommendeel 
by  the  commission.  One  was — yoil 
guessed  it — mentoring.  The  tasll 
force  report  argued  that  in  thf 
absence  of  mentoring,  women  ancj 
minorities  were  at  a  disadvantag'j 
compared  with  white  males  beinjf 
brought  along  by  the  notorious  "olcj 
boy  network." 

The  report  added  that  mentorinJ 
programs  must  be  structured  proper! 
ly  so  as  to  avoid  the  also  notorioul 
"just  like  me"  syndrome,  in  whicl 
white  male  senior  executives  decidl 
that  the  best  mentoring  prospects  arj 
younger  versions  of  themselves.  Th| 
task  force  acknowledged,  as  it  had  tcJ 
that  mentoring  is  not  required  b| 
current  law,  but  heavily  hinted  that  i 
would  help  companies  limit  their  lisj 

Reasonably  or  otherwise, 
the  mentee  ends  up  feeling 
bullied,  disappointed, 
betrayed,  even  sabotaged. 


bility  if  they  were  charged  with  di: 
crimination  in  "promotion  and  care- 
advancement." 

There's  a  hidden  trap  here.  I  sper 
some  time  conferring  recently  wit 
Anne  Marie  Estevez  of  Steel,  Hectc 
&  Davis,  a  sizable  Florida-based  la 
firm  whose  clients  get  a  lot  of  coui 
seling  on  harassment  issues.  The  ch 
made  it  clear  that  mentoring  can  lea 
to  sexual  harassment  suits. 

Sexual  harassment  in  mentorir. 
was  an  issue  also  raised  in  a  recei 
article  by  Terri  A.  Scandura  in  t\ 
Journal  of  Management.  Titled  "Dy 
functional  Mentoring  Relationshi) 
and  Outcomes,"  the  article  poin 
out  that  not  all  of  those  dyadic  rel 
tionships  engender  warm  and  fuz: 
feelings.  Many  of  the  relationshi 
are,  in  Scandura's  term,  "toxic."  Re 
sonably  or  otherwise,  the  ment 
ends  up  feeling  bullied,  disappointe 
betrayed,  even  sabotaged,  and  tl 
mentor  ends  up  detesting  his  youi 
charge.  Or,  alternatively,  infatuat- 
with  her/him.  Hey,  this  has  so 
opera  potential.  I 
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That's  why  TAVA,  the  leading  independent  provider  of 
manufacturing  information  technology  solutions,  developed 
Plant  Y2k0ne'".  It's  a  proven,  factory  floor  solution  that 
will  help  you  understand  and  pinpoint  the  problem  areas  in 
your  embedded  systems  and  supply  chain.  And,  most 
importantly,  fix  them. 

Supported  by  the  most  comprehensive  database  of  Y2k 
readiness  information  on  process  control,  automation, 
and  facility  management  systems,  Plant  Y2k0ne's  CD- 
ROM-based  methodology  is  already  in  use  by  more  than 
100  of  the  Fortune  1000. 

To  learn  more  about  our  Y2k 
solutions,  consulting,  and  audit 
services,  call  877-828-2832. 
Visit  us  at  www.tavatech.com, 
or  contact  one  of  our  1 4  locations 


across  the  U.S. 
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Will  the  new  European  Monetary  Union  try  to  roll  back  the  world  capitalist  revolution? 


( 


{ 


I 


A  chat  with  Bernard  Connolly  by  Peter  Brimelow 


i         i 


■■■i^B^BV 


As  Peter  DRUCKER  pointed  out  in  these  pages  (Oct.  5), 
Europe  is  wedded  to  its  social  democratic  model.  Despite 
the  successes  of  the  American  system,  die  old  continent  is 
unlikely  to  adopt  our  capitalism  in  its  entirety. 

Carrying  this  warning  one  step  furdier,  Bernard  Con- 
nolly predicts  Europe  will  try  to  force  us  to  adopt  its  halt- 
capitalist,  half-socialisi  model.  How?  Through  currency 
diplomacy. 

Connolly  is  a  respected   British  economist,  a  turn 
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believer  in  free  markets.  He  now  serves  as  an  executr 
director  at  aig  International,  the  currencies,  interest-ra 
products  and  commodities  financial  trading  subsidiary 
die  highlv  regarded  insurance  giant  AIG.  The  Oxford-ed 
cated  Connolly  is  a  former  senior  official  of  the  Europe; 
Commission  and  author  of  a  controversial  expose  of  E\ 
politics,  The  Rotten  Heart  of  Europe:  The  Dirty  Warf 
Europe's  Money  (Faber  &  Faber,  1995).  For  writing  it  I 
got  tired  from' Brussels,  but  that  hasn't  silenced  him. 
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Forbes:  On  Jan.  1, 1999, 11 
western  European  countries  will 
adopt  a  single  currency,  the  euro. 
Connolly:  The  euro  has  a  lot  in 
common  with  the  idea,  which  we've 
just  seen  fail  disastrously  in  Asia,  that 
you  need  to  fix  exchange  rates.  Fixing 
exchange  rates  is  anticapitalist.  And 
within  the  European  Union,  there  is 
a  reaction  against  the  capitalist  world 
we've  been  living  in  for  the  past  1 0  to 
15  years.  The  key  element  in  that 
world  is  that  capital  can  flow  freely 
to  wherever  the  return  is  highest.  If 
the  rate  of  return  is  higher  in  one 
country,  there  must  be  exchange  rate 
adjustments  to  avoid  financial  crises. 
Why  do  you  say  we've  only  had 
capitalism  for  10-15  years  ? 
Before  that,  restrictions  on  capital 
movements  were  pervasive,  and  that 
allowed  Europe  to  have  a  "mixed" 
economic  system  in  which  the  gov- 


ernment was  king  and  the  private 
sector  a  tamed  beast.  Taxation  was 
high,  corporatist  elements  negotiated 
wages.  Even  in  the  U.S.  there  was 
Nixon's  incomes  policy. 
What  do  you  mean  "corporatist 
elements"? 

Government,  union  and  employer 
representatives,  what  the  Europeans 
refer  to  as  the  "social  partners." 
During  that  period  policymakers 
imagined  they  could  avoid  the  sort  of 
shocks  that  would  require  exchange 
rate  movements.  As  long  as  there 
were  rules  on  budgetary  and  incomes 
policies,  individuals  would  do  what 
they  were  told  by  those  partners. 
Avoiding  exchange  rate  fluctua- 
tions is  of  course  what  the  euro  is 
supposed  to  accomplish:  no  more 
fluctuations  between  lire,  marks, 
francs,  pesetas. 
But  that  won't  work  now — unless  the 


European  Monetary  Union  is  used    J 
an  excuse  to  move  Europe  back  aw;   i 
from  a  capitalist  society,  to  a  corpc 
ratist  society. 

But  people  in  the  U.S.  applaud 
the  euro  and  European  Union. 
The  U.S.  sees  European  Union  as 
flattering  phenomenon.  Here  ai 
these  guys  getting  their  act  togetl 
er  and  creating  a  second  U.S.i 
That's  wrong.  There  will  be  sorr 
sort  of  European  state  within  te 
years,  but  it  will  not  be  anything  lil 
the  U.S. 

[Charles]  de  Gaulle  said  th 
Europe  is  France  and  Germany;  i 
the  others  are  vegetables.  He  saidtj 
lot  of  very  true  things  about  Europ 
The  nearest  historical  model  wou 
be  the  Austro-Hungarian  du  i 
monarchy.  Europe  will  be  a  Franc* 
German  dominion  based  on  the  rez 
ity  that  as  long  as  France  and  Ge 


- 


.'- 


The  strength  of  any  element  is  not  in  its  might  t 
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manv  agree,  everyone  else  in  Europe 
must  tall  in  line.  We  already  see  that 
happening  in  interest  rates:  France 
and  Germanv  have  made  it  clear  that 
EMI"  rates  must  converge  on  their 
rates,  not  on  an  emu  average.  This 
arrangement,  and  others,  would  cer- 
tainly not  create  a  clone  of  the  U.  S. 
It  has  never  been  the  intention  of  the 
architects  of  the  EMU  to  mimic  the 
U.S.;  quite  the  reverse. 

Jean-Pierre  Gerard,  who  was  a 
member  of  the  monetary  policy 
council  of  the  Banque  de  France, 
said  the  point  of  the  single  currency 
is  to  suck  capital  out  of  the  U.S., 
force  U.S.   interest  rates  up,  create 

I  unemployment   in    the    U.S.    and 
force    the    U.S.    to   accept   global 

i exchange-rate   management.   The 
U  S    would  then  have  to  sit  down 

land  negotiate  the  shape  of  world 

.economic  order. 


Qu'est-que  e'est  ce  world  economic 
order? 

Well,  Yves-Thibault  de  Silguy,  a 
member  of  the  European  Commis- 
sion, said  at  the  Harvard  Business 
School  this  summer  that  when  the 
euro  is  in  place,  it  will  be  possible  to 
set  up  a  system  of  continuous  surveil- 
lance and  monitoring  of  exchange 
rates  to  eliminate  excessive  fluctua- 
tions and  the  causes  of  excessive  fluc- 
tuations. But  as  I've  explained,  these 
fluctuations  are  necessary  and 
inevitable  as  long  as  enterprises  in  dif- 
ferent countries  offer  different  rates 
of  return.  Avoiding  fluctuations 
would  mean  hobbling  individualistic 
capitalism,  even  in  the  U.S. 
So  Europeans  want  a  kind  of 
statist  world  economic  order? 
Exactly.  Inside  Europe  they  want  to 
harmonize  tax  rates  and  labor  rules, 
and  institute  a  Europe-wide  incomes 


policy.  In  other  words,  to  go  back  to 
the  semicapitalist  world  that  would 
be  necessary  for  a  single  currency 
shared  by  11  countries  to  work. 
People  in  many  European  companies 
want  their  economies  reformed  in  a 
capitalist  direction;  it  is  unlikely  their 
left-leaning  governments  will  do  so. 
A  Europe  that  reverts  to  pre- 1980s 
statism  would  not  be  able  to  compete 
with  the  capitalist  economies  of  the 
U.S.  and  Great  Britain.  They  hope 
this  single  currency  would  give 
Europe  the  muscle  to  push  statism  on 
the  U.S  and  Britain.  That's  what 
Gerard  meant. 

But  what  about  the  argument 
that  the  euro  will  create  a  vast, 
liquid  capital  market  in  Europe 
and  the  place  will  boom?  That 
sounds  pretty  capitalist. 
Well,  first  we  all  have  to  get  through 
the  risk  of  world  depression  before 
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we  can  talk  about  booms  anywhere 
But  if  the  euro  does  trigger  a  boom  it 
will  be  for  the  wrong  reasons. 

The  core,  France  and  Germany, 
and  the  periphery — Spain,  Portugal, 
Italy,  Ireland,  Finland — 
are    on    very    different 
cycles.  The  periphery  is 
growing   much   more 
strongly  than  the  core. 
So  interest  rates  in  the 
periphery 
should   go   up 
relative  to 

interest  rates  in 
the  core.  I  sav 


European  monetary  units 

New  currency,  new  problems. 


German  Chancellor-elect  Gerhard  Schroeder 
Revving  up  for  Euro-fication  in  1999. 


"should,"  but  we  are  seeing  quite  the 
opposite.  With  the  euro,  everyone's 
interest  rates  will  have  to  converge  on 
those  of  France  and  Germany.  If  those 
rates  are  right  for  them,  they  will  be 
wrong  for  the  periphery,  which  will 
thus  suffer  boom-bust  cycles. 
Just  as  we  saw  in  Asia  before 
the  recent  bust? 

Yes.  Ireland  is  the  most  advanced  in 
that  process.  By  the  end  of  this  year 
Irish  interest  rates  will  have  to  come 
down  by  almost  300  basis  points  to 
meet  German  rates.  This  is  an  econ- 
omy in  which  GDP  has  been  growing 
at  10%  to  12%  in  real  terms,  credit 
growth  is  25%,  house  prices  have 
risen  60%  in  four  years  and  could 
grow  another  50%  this  year.  In  these 
circumstances,  a  loosening  of  mone- 
tary policy  is  crazy.  Ireland  will  have 
a  fevered  bubble  economy.  The 
boom  will  go  bust,  and  the  Irish 
economy  will  head  southward  in  a 
couple  of  years  time.  If  a  worldwide 
depression  doesn't  do  it  sooner. 

The  same  thing  is  going  to  happen 
right  around  the  periphery. 
In  Italy,  Portugal,  Greece, 
Spam     what  then? 
The  li!        scenario  is  that  the  Euro- 
pean C  i      ral  Bank  \\  ill  bail  out  the 


periphery.  Otherwise  there  will  be 
political  and  financial  crises  as  those 
peripheral  budget  deficits  explode. 
But  a  loosening  of  credit  by  the  ecb 
would  result  in  an  extremely  weak, 
euro — hugely  weak  from  the  point  of 
view  of  the  core  countries. 
Timing? 

Subject  to  world  financial  crisis,  I 
expect  something  like  panic  in  Ire 
land  in  2  to  2lA  years.  Spain  maybe  a 
year  later.  By  2002  to  2003  a  con- 
centration of  periphery  problems. 

And  then  what  will  the  Eurocrats 
do?  They'll  say,  "We  have  to  go  fur 
ther."  They'll  say,  "Those  horrible 
speculators — they  are  ruining  ou 
lovely  emu.  We  must  make  sur 
they  can't.  We  have  to  create  a  eur 
treasury  so  that  speculators  can 
attack   the    bonds   of  individua 
governments." 

Europe  will  have  to  centralize 
the  issuance  and  holding  of  publics 


French  President  Charles  de  Gaulle 
Wine,  beer  and  . .  .  vegetables? 
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1      You  outgrew  your  stroller.  You 
1      outgrew  your  first  bike.  You 
1      outgrew  your  car.  It  happens. 
1      Life  is  too  big  to  fit  in  a  car. 
1      That's  why  we  don't  make 
1      cars.  We  believe  that  big 
1      lives  need  the  big  cargo 
1      space  of  an  Isuzu  Trooper. 
1      And  if  you  outgrow  85  cubic 
1      feet  of  cargo  space,  well, 
\      good  luck.  Isuzu.  No  Cars. 

1   ISUZU 

£                                Go  farther. 

BIG  FOR  CARS 

'  726  2700/  www.gofarther.co 


©1998  American  Isuzu  Motors  Inc .  "Go  farther"  is  a  trademark  of  American  Isuzu  Motors  Inc 


sector  debt.  German  and  French 
taxpayers  will  end  up  servicing  Bel- 
gian, Italian,  Irish  and  Spanish 
debt.  Germany  and  France  will  say, 
"Okay,  but  in  return  we're  going  to 
adjust  the  financial  settlement  so 
that,  net,  we  don't  pay  more." 
That  means  cutting  transfers.  But  it 
will  also  mean  direct  executive  con- 
trol exercised  over  national  budgets 
by  the  center — another  feature 
totally  unlike  that  of  the  U.S. 
vstem. 
So  the  periphery  countries  will  end 
■>  losing  their  independence  and  be- 


no  better  off  in  terms  of  net  transfers. 
And  they  will  have  gone  through  a 
violent  financial  crisis. 
What  should  U.S.  investors  do? 
Be  wary  of  the  peripheral  countries' 
bonds  a  few  years  down  the  line, 
since  credit  spreads  are  likely  to  rise 
as  one  of  them  goes  into  a  relative 
downturn.  Be  wary  of  all  long-term 
bonds  in  euroland  which  at  some 
point  in  the  next  few  years  will  start 
carrying  a  hefty  eurocurrency  depre- 
ciation risk  premium. 

And  don't  get  over-enthusiastic 
about    low-cap    equities    either — a 


return  to  statism  isn't  going  to  do  t 
profits  of  entrepreneurial  firms  mu 
good.   The  established  giants  al 
likely  to  do  much  better  in  th| 
environment. 

Be  alive  to  the  probability  tfl 
before  the  ecb  gives  in  and  bails  c 
the  periphery,  those  currency-ris 
premiums  hurt  stocks  througho 
euroland. 

And  hope  the  U.S.  doesn't  §1 
drawn  into  playing  ball  with  eurola 
in    monetary    diplomacy,    for   tr 
would  devastate  the  American  stc 
markets. 
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our  passion  and  imagination  no  longer  need  be 
uppressed  by  the  limited  technology  of  your  camcorder. 

IncRoducing  rhc  JVC  QR-DVL9000 


Fine  uiguai  camcorder  that  lets  you  do  more  than  just  capture  an  image  -  it  lets 
pu  capture  a  feeling.. .a  mood. ..a  moment.. .a  true  reflection  of  your  soul. 


icture  quality  with  exceptional  500  line  resolution.  The  compact  1 .5  pound  package  fits 


ia»es  brilliantly  right  before  your  eyes.  Countless  other  features  include  a  200x  digital  zoom, 

--,      full  digital  effects,  the  ability  to  also  capture  over  900  digital  stills  on  a  single 

I  video  cassette,  PCM  digital  stereo  sound,  and  more. 
The  GR-DVL9000  from  JVC.  Once  the  window  is  open,  there's  no  limit  to 
where  you  can  go.    www.jvc.com 
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Headhunters 
Re-defined. 


We  don't  just  make  a  change.  We  make  a  difference. 


Headhunters? 
We  don't  like  the  term. 
We  don't  just  hunt  for  people. 
We  search  for  solutions. 

As  your  business  partners,  our 
job  is  to  help  you  build  your 
business  in  any  way  we  can. 

And  to  do  it,  we  have  some  of 
the  smartest  business  minds  in  the 
world  on  staff — more  than  300 
consultants  in  over  50  offices  in 
principal  cities  all  over  the  world. 

All  seasoned  search  executives, 
knowledgeable  about  the  key 
players  in  every  industry. 

Together,  they  bring  an 
unusual,  hands-on  experience 


from  prior  operating  roles  in  the 
industries  they  serve. 

And  individually,  they  also 
offer  uncommon  access  to 
senior  management  people 
in  any  field. 

Not  only  can  they  supply  the 
right  people  to  get  the  job  done. 
They  might  even  re-define  the 
job  along  the  way. 

One,  with  a  brilliant  insight. 
Another,  with  a  truly  new  idea. 

And  we've  been  doing  it  for 
nearly  50  years. 

At  Heidrick  &  Struggles,  we 
don't  just  make  a  change.  We 
make  a  difference. 


Heidrick   &   Struggles 

Consultants    in    Executive    Search 

Ifene  Magrines-Pelerin'  BC  Herscovici  Brussels  Artists  Ki«his  Society  (ARS),  New  York. 


©  Heidrick  it  Struggles.  1WK 


The  big  credit  rating  agencies  failed  to  call  Asia's  financial  meltdown.  An  upstart 
rater  in  San  Francisco  uses  different  formulas  for  calculating  credit  risk. 

Default-risk  bookies 


By  Neil  Weinberg 

A  little  San  Francisco  firm  called 
kmv  Corp.  says  the  market  has  a 
message  for  Japan's  financial  man- 
darins: Their  "soft-landing"  plan  to 
bail  out  large  banks  makes  about  as 
much  economic  sense  as  buying  lot- 
tery tickets. 

KMV  is  in  the  business  of  laying 
odds  of  defaults,  and  it  has  some 
startling  numbers.  You  may  think  of 
Singapore  as  a  relatively  safe  haven, 
but  KMV  says  the  default  risk  on  the 
debt  of  publicly  traded  companies 
there  has  shot  up — from  a  negligi- 
ble 0.1%  almost  two  years  ago  to 
4.2%  now. 

Hong  Kong  is  in  much  worse 
shape  than  you  realize.  Rating 
agency  Standard  &  Poor's  pegs 
the  long-term  sovereign  debt  of 
Hong  Kong  at  a  respectable  single 
A  in  quality.  Among  Hong  Kong 
corporations,  kmv  has  seen  a  rapid 
deterioration  and  says  the  debt  is 
mostly  junk. 

As  for  Japan,  kmv's  model  says 
that  3  of  Japan's  19  largest  banks — 
it  won't  name  names — have  at  least 
a  2%  chance  of  defaulting  on  their 
debt  over  the  next  year  if  the  gov- 


Oldrich  Vasicek  (top 

left),  John  McQuown  ernment  lets  market  forces  tain 
(right)  and  Stephen  their  course.  That  rates  these  ban  ( 
Kealhofer  (left)  as  low-grade  junk,  far  below  whe  I 

"We're  a  collec-         the   major  ratings  agencies   no 
tion  of  rogues  have  them. 

who  want  to  have  Who  are  these  guys,  and  wlj 

fun,  make  money        should  you  take  them  seriously?  KA I 
and  change  the  (the  initials  stand  for  the  founder 

world."  last  names)  is  a  nine-year-old  fina  , 

MI^H  cial  consulting  firm  supported    l 

fees  (up  to  $500,000  a  year  eac 
from  60  of  the  world's  top  ban!; 
brokerages  and  other  institutioi  j  | 
Its  founders  and  owners  are  Jol 
McQuown,  64,  a  former  bank! 
Oldrich  Vasicek,  57,  a  mathema 
cian;  and  Stephen  Kealhofer,  45 
Princeton- trained  economist. 
In  McQuown's  words:  "We'nj 
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0  SEE  WHAT  IT  CAN  REALLY  DO,  TURN  IT  OFF.  The  IBM  PC  300PL  .With  Alert  on  LAN 
jchnology,  it  can  remotely  signal  problems  like  tampering  or  system  removal  before  they  become  crises  -  even  when 
's  turned  off.  It's  all  about  giving  you  better  control  over  your  network  and  better  control  over  your  e-business. 
his  is  important.  See  the  affordable  IBM  PC  300PL  at  www.ibm.com/ibmpc  or  call  1  800  IBM  7255,  ext.  4759. 
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collection  of  rogues  who  want  to 
have  fun,  make  money  and  change 
the  world."  By  which  he  means 
laying  odds  of  default  good  enough 
to  alter  the  way  the  trillions  of 
dollars  in  global  debt  are  bought 
and  sold. 

kmv's  clients  get  access  to  a  soft- 
ware package  that  translates  publicly 
available  financial  data  into  proba- 
bilities that  a  particular  borrower 
will  default  on  its  obligations.  Does 
it  work?  Well,  in  September  the  kmv 
estimate  on  acme  Metal  Inc.  was 
equal  to  a  D,  at  a  time  when  the 
S&P  rating  was  B;  the  company 
went  into  default  on  Sept.  29.  kmv's 
outlook  for  ACME  Metal  deteriorat- 
ed sharply  over  the  previous  12 
months;  s&p's  was  unchanged. 
Sometimes,  however,  KMV  is  more 
sanguine  about  a  debtor's  prospects 
than  the  big  raters;  it  currently  rates 
the  bonds  of  Safeway  Inc.,  Quaker 
Oats  and  Time  Warner  higher  than 
s&P  does. 

How  does  this  software  work? 
kmv  is  remarkably  open  about  what 
it  is  up  to.  The  essence  of  its  black 
box  is  this:  To  know  the  bond, 
follow  the  stock.  Get  a  sense  of  how 
volatile  a  company's  business  value  is 

Early  warning? 


by  looking  at  volatility  in  the  stock 
price.  Then  calculate  the  probability 
that  the  business  value  will  sink 
below  the  sum  total  of  its  debts. 
That  probability  gives  you  a  pretty 
good  assessment  of  default  risk. 

Example:  A  casino  company,  let 
us  say,  has  a  stock  market  value- of 
$500  million  and  debt  outstanding 
of  $1  billion.  The  market  is  telling 
us,  that  is,  that  the  enterprise  value 
of  this  going  business  and  real  estate 
is  $1.5  billion.  In  the  past  several 
years  the  market  capitalization  has 
swung  between  $250  million  and 
$1  billion.  This  corresponds  to  a 
swing  in  enterprise  value  between 
$1.25  billion  and  $2  billion. 

Using  conventional  random-walk 
models  of  price  movements,  this 
range  of  enterprise  market  values 
can  be  translated  into  a  probability 
that,  within  a  12-month  period,  the 
enterprise  value  will  swing  below  $1 
billion.  Such  a  downdraft  in  the 
casino  business  would  probably 
entail  a  default  on  its  debts. 

Repeat  the  exercise  for  a  large 
group  of  publicly  traded  corpora- 
tions and  you  can  get  an  overall 
default  rating  for  a  country's  private 
sector  or  for  one  segment  of  the 


KMV  claims  to  spot  trouble  faster  than  rating  agencies.  If  so,  Asia's  woes  will  worsen. 


Sector 

Default 
risk* 

Change                 Agency  rating  equivalent 
since  January               to  KMV  measure 

S&P 

rating 

"A"  rated  U.S.  corporate:; 

0.09% 

Up  from  0.05% 

A- 

A 

"B"  rated  U.S.  corporates 

3.9 

Up  from  1.9% 

B- 

B 

U.S.  oil  &  gas  industry 

2.2 

Up  from  0.7% 

B 

not  rated 

Company 

Events 
since  January 

Keppel  Corp  (Singapore) 

13.3 

Leverage  nearly  doubled, 
market  cap  down  85% 

ccc- 

not  rated 

Singapore  Petroleum 

10.9 

Market  cap  down  63% 

CCC 

not  rated 

Chesapeake  Energy  Corp  (U.S.) 

20.0 

Market  cap  down  83%, 
leverage  up  moderately 

D 

B- 

Hopewell  Holdings  (Hong  Kong) 

20.0 

Market  cap  down  61% 

D 

BB 

Guangnan  Holdings  (Hong  Kong) 
Hysan  Development  (Hong  Kong) 

9.7 

Market  cap  down  65%, 
debt  nearly  doubled 

CCC 

not  rated 

5.3 

Market  cap  down  60%, 
debt  nearly  doubled 
since  April  1998 

CCC+ 

A- 

'Expected  default  frequency  representing  probability  of  an  entity's  defaulting  over  following  12  months. 

Sources:  KMV;  Standard  &  Poor's  Global  Ratings  Handbook. 
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economy.  Some  of  kmv's  ratings  a 
shown  in  the  table  below. 

The  trend  in  default  risk  also  m; 
ters.  Note  in  the  chart  on  page  1J 
how  Singapore's  risk  level,  althoui 
still  low  next  to  Indonesia's,  h 
shot  upward.  Not  a  good  sign. 

Given  the  way  the  rating  agenci, 
dropped  the  ball  in  Asia  last  year,  i 
no  surprise  that  interest  in  quantit 
tive  models  is  rising.  Take  Souii 
Korea.  Its  government  went  hat  1 
hand  to  the  International  Moneta 
Fund  Nov.  2 1  for  what  will  be  at  lei 
a  $55  billion  bailout  package.  Or 
afterward  did  the  ratings  agencies  si 
it  with  the  fastest  downgrades  in  t  i 
history  of  sovereign  debt. 

Moody's  first  rating  change  f  • 
Korea  in  seven  years  came  Nov.  2 1  ^ 
Within  a  month  it  cut  Korea's  lonjjil 
term  rating  six  notches,  from 
respectable  Al  to  Bal — the  sari 
junk  status  as  Barbados  and  Egyp] 

The  agencies  have  since  tossi 
out  words  like  "contagion" 
describe  a  supposedly  new  phenoi 
enon  of  one  market  souring  oth< 
to  excuse  their  tardiness.  Mood 
is  considering  revising  soverei; 
debt  rating  criteria. 

What  distinguishes  kmv's  defau 
warning  system  is  that  it  doesn't  n 
on  the  wisdom  of  one  person  o. 
handful  of  people.  Its  trick  is  findi 
a  way  to  leverage  the  collect] 
wisdom  contained  in  equity  prk 
into  corporate  debt  markets,  wht 
liquidity  is  lower  and  prices  are  1< 
meaningful. 

kmv  founder  John  McQuown  fi 
began  working  on  the  problem 
the  1960s  when,  as  a  Harva 
M.B.A.  and  director  of  managemt 
sciences  for  Wells  Fargo  Bank, 
was  developing  new  quantitati 
ways  to  run  equitv  and  debt  port: 
lios.  In  1968  he  hired  Oldri 
Vasicek,  a  mathematician  who  h 
recently  rolled  out  of  Czech 
Slovakia  as  Soviet  tanks  rolled 
McQuown  and  Vasicek  left  We 
separately  in  the  mid-1970s  b 
teamed  up  in  1983  to  ap] 
options-pricing  theory  to  live  d< 
markets. 

The  theory  views  equity  as  a  c 
option  on  a  firm's  assets.  As  long 
the  firm's  enterprise  value  excec 
its  liabilities,  it  says,  the  firm  c 


126 


Forbes  ■  November  2,  IS 


■■'■  a 


"•"-; 


':"•':[ 


Prudential  may 

have  exactly  what's 

missing  from  your 

portfolio  now. 

Diversify  with  Prudential  bond  funds. 


Your  financial 
professional 
can  help  you 
make  the 
right  bond 
fund  choices. 

A  professional  odvisor 
can  help  you  build  a 
diversified  portfolio 
through  a  wide  range  of 
fixed  income  options. 
Whether  you're 
interested  in  the  tax 
advantages  of  municipal 
bonds,  the  current 
income  of  corporate  or 
government  agency 
bonds,  or  pursuing  total 
return  with  global 
bonds,  your  financial 
professional  can  offer 
personalized  guidance 
to  help  you  make 
smarter  investment 
decisions. 


Stock  market  volatility  has  many  investors  re-evaluating  how  their  portfolios'  assets  are 
allocated.  Whether  you're  looking  to  make  adjustments  now  or  simply  thinking  about  where 
to  make  your  next  investment,  Prudential  has  the  choice  you  want  in  bond  funds  today. 


Prudential  has  a  bond  fund  for  your  investment  objective. 


Taxable  Bond  Funds 

Prudential  Diversified 
Bond  Fund 

Prudential  Government 
Income  Fund' 

Prudential  High  Yield  Fund  ' 


Global  Taxable  Bond  Funds*     Municipal  Bond  Funds" 


Global  Total  Return  Fund 


Prudential  Intermediate  Global 
Income  Fund 


Prudential  International 
Bond  Fund 


Prudential  Municipal  Bond  Fund 

-  High  Income  Series" 

Prudential  Municipal  Bond  Fund 

-  Insured  Series 

Prudential  National 
Municipals  Fund 


And  ask  about  our  state-specific  municipal  bond  funds. 


For  more  complete  information,  including  sales  charges,  management  fees  and  expenses,  obtain  a  prospectus  by 
calling  the  number  below.  Please  read  it  carefully  before  you  invest  or  send  money. 


Tap  the  expertise  of  a  world-class 
management  team.  With  over  $36  billion 
in  bond  and  money  market  fund  assets', 
Prudential  is  a  recognized  leader  in  domestic 
and  international  investing.  Combining  extensive 
economic  research  and  credit  analysis,  our 
investment  team  brings  investors  a  broad 
array  of  bond  fund  choices. 


To  find  out  more  about 
Prudential  bond  funds,  call  today. 

1-800-THE-ROCK 

ext.  1 534 

Or  visit  us  at  www.prudential.com 


Tli  Prudential 

Investments 


hares  of  the  Funds  are  distributed  by  Prudential  Investment  Management  Services  LLC,  member  SIPC,  751  Broad  Street,  Newark, 
U  071  02,  a  subsidiary  of  The  Prudential  Insurance  Company  of  America,  751  Broad  Street,  Newark,  NJ  071  02.  "Investing  in  foreign 
scurities  presents  certain  unique  risks  such  as  currency  fluctuations  and  political  and  economic  changes,  and  is  subject  to  greater 
latility.  "Income  for  some  investors  may  be  subject  to  the  Federal  Alternative  Minimum  Tax  (AMT).  'Government  guarantees  are  not 
ssociated  with  the  value  of  the  Fund's  shares  and  apply  only  to  the  underlying  securities  of  the  Fund's  portfolio.  f,High  yield  bonds,  also 
nown  as  "junk  bonds,"  are  subject  to  additional  risks  which  may  result  in  greater  share  price  volatility.  'As  of  6/30/98. 


Unhealthy  charts 

KMV's  default  model  shows  a  deteriorating  picture  in  Asia.  In  Indonesia,  the  typical  bor- 
rower has  an  astronomical  15%  chance  of  defaulting  in  the  next  year.  Even  for  Singapore 
firms,  ifs  a  worrisome  4.2%.  For  the  risk-tolerant,  U.S.  junk  bonds  may  be  a  better  buy. 

Median  default  risk*  and 
corresponding  agency  rating 


'94      "95       '96      '97    8/98 

'Expected  default  frequency  for  nonfinancial  firms  tracked  by  KMV. 
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continue  to  finance  itself.  If  its 
enterprise  value  falls  below  its  liabil- 
ities, equity  holders  will  avoid  fur- 
ther losses  via  a  "put"  to  debt  hold- 
ers, meaning  they  bail  out  and  let 
creditors  fight  over  the  remains. 

"Equity  prices  contain  everything 
known  to  markets,"  says  Vasicek, 


who  holds  a  Ph.D.  in  probability 
theory  and  was  hoping  for  a  univer- 
sity job  doing  spectrum  analysis  of 
dolphin  sounds  when  McQuown 
attracted  him  to  Wells  Fargo.  "For 
better  valuations  you'd  need  to 
know  something  nobody  else 
knows." 


For  McQuown,  Vasicek  and  Keal- 
hofer,  the  road  from  theory  to  prac- 
tice had  some  gaping  potholes.  The 
three  set  up  a  firm  called  Diversified 
Corporate  Loans  in  1983  to  pool 
bank  loans  and  manage  the  port 
folio  with  their  options-pricing  . 
models.  The  firm  blew  through  S15 
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million  in  venture  capital  and  folded 
five  years  later.  Unfazed,  the  trio 
regrouped  the  next  year  and  bought 
rights  to  their  model.  This  time  they 
self- financed  and  set  out  the  simpler 
task  of  refining  and  packaging  tlr* 
model  for  sale  as  software. 

The  math  involved  was  mind- 
boggling.  It  is  based  on  150,000  cor- 
poration-vears  of  default  data  from 
publiclv  available  financials  and  stock 
prices.  It  covers  22,000  companies  in 
North  America,  Asia  and  Europe. 
Users  can  program  the  system  to  flag 
sudden  shifts  in  default  probabilities, 
then  break  them  down  to  see  if  they 
result  from  changes  in  leverage,  stock 
prices  or  stock-price  volatility.  With 
55  employees,  including  15  Ph.D.s, 
kmv  should  take  in  about  $20  million 
this  year. 

Barry  Campbell  is  managing 
director  in  charge  of  leveraged 
credit  at  Rank  of  Montreal.  He  says 
kmv  gave  enough  warning  so  that 
he  could  unload  several  loans  at 
around    par    before    most    others 


caught  on  that  firms  like  Bradlees 
and  Mobilemedia  were  headed  for 
bankruptcy.  "You  can  sometimes 
look  at  a  slumping  equity  price  and 
see  trouble  coming,  but  until  kmv's 
model  came  along  it  was  impossible 
to  quantify  the  risk,"  says  Campbell. 

Ross  Miller,  an  independent 
financial  consultant,  recently  pub- 
lished in  Risk  magazine  a  compari- 
son of  default  probability  predic- 
tions for  U.S.  non-financial  firms, 
pitting  KMV  against  S&P.  His  con- 
clusion: "There's  no  question 
agency  ratings  are  predictive.  Bs 
default  a  lot  more  than  triple-Bs. 
What's  striking  is  that  even  when 
you  have  ratings,  you  get  a  lot  more 
[accurate  default  probabilities]  from 
KMV's  model." 

At  the  moment  kmv  gives  little 
reason  to  hope  for  a  rebound  in 
Asia.  Under  kmv's  model,  the  typi- 
cal default  probability  is  15%  in 
Indonesia  and  18%  in  Thailand. 
Malaysia  and  Korea  wrecked  their 
economies  by  allowing  banks  to 


increase  loan  portfolios  even  as  the 
banks'  own  stock  market  values 
were  sinking.  Median  default  prob- 
abilities for  Singapore  corporations 
have  risen  35-fold  since  January 
1997,  to  4.2%,  a  junk  rating. 

Taiwan  has  gotten  riskier,  too,  at 
0.21%,  up  from  0.08%  last  January, 
but  it  remains  easily  in  investment- 
grade  range. 

Closer  to  home,  kmv  ran  a 
what-if  scenario  recently,  plugging 
in  a  one-day  25%  plunge  in  the 
Dow.  That  would  double  expected 
default  rates  for  large  borrowers  and 
triple  them  for  smaller  firms  but  still 
leave  the  universe  healthier  than 
in  1992-93.  Since  the  end  of  July 
the  average  yield  spread  of  junk 
bonds  over  Treasurys  has  widened 
from  3.7%  to  6.6%,  suggesting  that 
Wall  Street  thinks  much  worse  is 
in  store  for  weak  borrowers.  If 
KMV's  model  works  and  if  you  think 
the  market  correction  has  nearly 
run  its  course,  junk  bonds  are  a 
buy  now.  ■■ 
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Bill  Aldinger  has  done  a  great  job  cutting  costs  at  Household  International. 
Can  he  work  the  top  line,  too? 

"I  won't  do  dumb  growth" 


By  Bernard  Condon 


William  F.  Aldinger,  chief  execu- 
tive of  Household  International,  can 
barely  contain  his  anger  when  he 
hears  the  name  Finn  Casperson. 
Casperson,  head  of  Beneficial  Corp. 
when  Household  bought  it  for  $8.6 
billion  earlier  this  year,  collected  $24 
million  just  to  go  away.  "Ungodly," 
snaps  Aldinger. 

Aldinger  is  a  man  who  fixates  on 
costs,  and  this  golden  parachute 
seemed  to  be  rather  expensive.  But 
then,  the  very  motivation  for  the 
acquisition  was  the  fact  that  House- 
hold was  doing  a  good  job  control- 
ling its  overhead  and  Beneficial  was 
not.  Household  paid  nearly  five 
times  book  and  a  75%  premium  to 
BeneficiaPs  predeal  market  value. 
Aldinger  aims  to  earn  back  that  pre- 
mium by  shaking  costs  out  of  the 
acquired  company. 

Household  and  Beneficial  are 
in  the  consumer  finance  business. 
They  lend  money  at  steep  interest 
rates  to  middle-income  and  lower- 
middle-income  folks,  usually  taking 
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William  F.  Aldinger 
Fears  bad  loans 
but  needs 
to  grow. 


collateral  in  the  form  of  a 
second  mortgage.  Under 
Casperson,    overhead    at 
Beneficial  ran  to  52%  of  its 
$3   billion  in   1997  rev-      B^M 
enue.  Aldinger's  House- 
hold International  ran  up  costs  equal 
to  a  mere  36%  of  its  $5.5  billion 
1997  revenue. 

Aldinger  claims  he  can  take  $450 
million  (pretax)  out  of  BeneficiaPs 
annual  operating  expenses  by  the 
end  of  1999.  He'll  cut  departments 
like  personnel,  centralize  collections 
and  loan  approvals  and  sell  off  Ben- 
eficiaPs bank  business — all  while 
trying  to  integrate  8,200  new 
workers. 

Aldinger,  51,  spent  eight  years 
learning  cost-cutting  tricks  at  Wells 
Fargo,  where  he  rose  to  vice- 
chairman  before  Leaving  for  House- 
hold's top  spot  in  September  1994. 
When  he  took  over  at  Household, 
he  hit  the  ground  with  his  ax  swing- 
ing. He  trimmed  the  personnel  staff 


from  one  per  30  workers 
to  one  per  140.  He  sent 
the  corporate  art  curator 
packing.  He  also  got  picky 
about  Household's  diver- 
sifications away  from  itr 
core  business  of  making 
low-rent  loans. 

His  ultimatum:  an  18%  aftertax 
return  on  equity  for  each  often  sub- 
sidiaries or  they  get  sold.  Out  went 
a  commercial  real  estate  arm,  a  stock 
brokerage  and  an  insurance  group 
Out  went  a  185-branch  thrift  sub 
sidiary  launched  just  two  years  earli 
er.  "I  learned  from  Wells  Fargo  tha 
if  a  business  isn't  going  well,  you've 
got  to  [get  rid  of  it],"  he  says.  "I 
sounds  basic,  but  most  of  corporate 
America  doesn't  do  that.  They  wan 
a  bigger  company  They  don't  real 
ize  that  less  is  more." 

Household  is  now  stripped  dowi 
to  two  lines  of  business:  credit  cards 
with  receivables  of  $18.6  billion,  an< 
home  equity  loans,  with  $19.8  bil 
lion.  Per-share  earnings  have  jumpe< 
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wears  starched  shirts  to  the  office, 
wears  spit-polished  shoes  to  meetings, 
hasn't  worn  pants  all  week. 


who  is  he  sleeping  with? 


Westin 

HOTELS  8.  RESORTS* 

Even  the  most  buttoned-up  people  relax 

at  a  Westin  resort.  So  don't  pack  much. 

And  plan  on  wearing  even  less. 

Choose  your  travel  partner  wisely" 

Call  your  travel  agent  or 

1-800-WESTIN-l 

www.westin.com 


Sell,  sell,  buy,  buy 


Aug.  '96:  Pays  $3.4  bil- 
lion for  AFL/CIO's  affinity 
Visa/MasterCard  portfolio. 
Buys  Barnett  Banks'  card 
business,  too. 


Sept.  '94: 

Bill  Aldinger 
named  CEO. 


Aug.  '95:  Completes 
sale  of  thrift  banks  in 
five  states. 


Dec.  '94:  Stops 
selling  first  mort- 
gages. Sells  bro- 
kerage business. 


Oct.  '97:  Buys  ACC  Consumer 
Finance,  a  subprime  used-car 
financer.  Two  other  deals  over 
next  few  months  boost  managed 
unsecured  loans  by  7%. 


June  '97:  Buys 
Transamerica's  home 
equity  loan  business 
for  $4  billion. 


June  '98:  Pays  $8.6  bil- 
lion, nearly  five  times 
book,  for  Beneficial. 
Managed  receivables— 
now  at  $63  billion- 
jump  by  more  than 
a  third. 


Oct.  '95:  Sells 
life  insurance 
business. 
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Household  International's  stock  price,  split  adjusted 


I-     10 
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Source:  Stock  History  via  OneSource  Information  Services. 

Despite  nearly  a  dozen  acquisitions  in  the  past  2%  years,  Bill  Aldinger  has  managed  to  keep  Household's  costs  down  to  just 
over  a  third  of  sales.  But  you  can't  buy  and  cut  your  way  to  profits  forever.  The  stock  has  recently  fallen  along  with  that  of 
other  financial  companies.  Does  the  market  also  fear  Aldinger  won't  be  able  to  grow  without  all  that  dealmaking? 


more  than  20%  each  year  since 
Aldinger  took  over.  The  stock  has 
more  than  doubled. 

The  problem  now:  How  will 
Aldinger  keep  earnings  growing  20% 
annually  after  the  boost  from  Bene- 
ficial is  over?  There  are  no  more 
badly  run,  giant  consumer-finance 
companies  like  Beneficial  to  acquire. 
Growth  must  come  internally.  That 
means  Household  has  to  get  the 
salesmen  in  its  1,500  offices  to  con- 
vince more  customers  to  take  out 
loans.  He  will  also  have  to  get  more 
customers  for  his  credit  cards  and 
get  them  to  use  the  cards  more. 

This  is  a  problem  for  Aldinger. 
You  can  see  this  by  subtracting 
receivables  picked  up  in  acquisitions. 
What's  left  is  the  total  of  receivables 
in  Household's  existing  opera- 
tions— and  that  figure  was  off  1.5% 
in  the  first  six  months  of  this  year. 
Associates  First,  a  well-run  rival  with 
a  similar  loan  portfolio,  had  internal 
growth  of  11%. 

It  won't  do  to  grow  by  loosening 
the  already  lax  lending  standards  of 
the  consumer  finance  business. 
Household's  loan  losses,  mirroring 
those  in  the  industry,  have  risen  to 
an  annualized  rate  of  4.3%  of  man- 
aged receivables  (those  it  owns  and 
those  it  services).  The  rate  stood  at 
3.9%  a  year  ago.  The  firm  has  bo  >st- 
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ed  its  loss  reserve  to  4.1%  of  receiv- 
ables from  3.7%  a  year  ago. 

"I  would  love  to  see  top-line 
growth  at  12%,"  says  Aldinger.  "But 
if  the  customer  isn't  willing  to  buy, 
you  can't  sell.  You  can  grow  receiv- 
ables by  increasing  your  risk  or  low- 
ering your  profits,  but  I'm  not  will- 
ing to  do  either." 

If  the  US  heads  into 
a  recession,  high-risk 
borrowers  would 
be  the  first  to  default. 
Definitely  not  a  time 
to  do  dumb  growth. 


Aldinger  has  a  point.  Americans' 
appetite  for  debt  has  been  largely 
sated — consumer  installment  credit 
has  climbed  to  an  alltime  high  18% 
of  personal  income,  according  to  the 
Federal  Reserve.  Credit  card  receiv- 
ables grew  19%  in  1996  and  9%  last 
year  and  are  on  track  for  even  slower 
growth  this  year. 

At  the  same  time  the  money- 
lending  business  attracted  new 
players,  depressing  profits.  Take 
just  the  credit  card  side  of  the  busi- 
ness. Five  years  ago  the  average 
credit  card  issuer  was  netting  3.3% 


of  assets  pretax.  Now  the  average  is 
about  2%. 

Aldinger  virtually  stopped  mass 
mailings  to  credit  card  prospects  ear- 
lier this  year.  "I'd  love  to  be  a  glam- 
orous growth  stock  but  not  at  the 
cost  of  falling  on  my  face,"  he  says. 
"I  won't  do  dumb  growth." 

Household  enjoys  a  near  unanimous 
"buy"  rating  among  the  dozen  or  so 
analysts  who  cover  the  company.  But 
Aldinger  knows  that  the  Street  is  get- 
ting worried.  He  knows  the  next  year 
or  two  could  be  rough.  In  his  two-hour 
interview  with  Forbes  he  kept  empha- 
sizing that  Household's  got  the  oper- 
ating efficiency  and  capital — $2  billion 
by  the  end  of  2000,  he  predicts — to 
buy  back  shares  or  take  over  rivals 
weakened  in  the  rough  times  ahead. 

Aldinger  also  has  brought  new 
blood  into  Household's  credit  card 
business — Bobby  Mehta  from  Boston 
Consulting  Group.  Mehta  has  yet  to 
reveal  his  plans.  Aldinger  gives  no 
details  except  to  say  that  he's  going  to 
target  the  card  business  more  toward 
lower-middle-class  customers  familial 
to  the  salesmen  at  Household's  home 
equity  offices. 

If  the  U.S.  is  heading  into  a  reces- 
sion, though,  these  high-risk  borrow- 
ers are  going  to  be  the  first  to  default. 
Losses  will  rise.  Definitely  not  a  time  tc 
be  doing  dumb  growth.  ^ 
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ealthy  networks  don't  just  help  save  lives".  They  actually  propel  businesses.  That's  why  3Com  enables  networked 
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You've  worked  hard 
enough.  But  don't  let  your 
investment  plan  retire,  too. 

Even  though  your  new  "career"  has  begun,  you  can't 
afford  to  stop  thinking  about  your  future  income. 

Chances  are,  you're  going  to  need  it  for  many  years 
to  come.  Whatever  your  financial  objective,  Transamerica 
probably  has  an  investment  or  insurance  product  that  can 
help  you  achieve  your  goal.  Find  out  more  about  our  mutual 
funds  and  annuities  in  our  free  brochure, 
"Planning  Today  for  a  More  Secure 
Tomorrow."  Or,  contact  your 
Transamerica  representative  to 
discuss  the  choices  available  to  you.  Then,  relax  and 
let  your  money  do  the  working. 
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JlL-r>M     giving 

This  charity  doesn't  want  your  money- 
it  wants  your  business. 

Pioneer  spirit 


By  Scott  McCormack 

As  A  narcotics  COP  in  the  Eighties, 
David  Guth  specialized  in  busting 
methamphetamine  labs — risky  busi- 
ness in  which  surprise  was  critical. 
But  even  a  hardened  detective  like 
Guth  had  his  breaking  point.  "We 
weren't  really  getting  anywhere 
going   on   these   raids.   The   same 


people  were  being  funneled  right 
through  the  system,  and  that  didn't 
seem  worth  our  lives,"  says  the  52- 
year-old  Guth. 

He  handed  in  his  badge.  Figuring 
there  had  to  be  a  way  to  break  the 
crime  cycle,  Guth  eventually  took  a 
job  with  Pioneer  Human  Services,  a 


fledgling  nonprofit  in  Seattle  he  now 
heads,  which  was  trying  to  do  exact- 
ly that. 

Fourteen  years  later  Pioneer  is 
overturning  the  notion  that  criminals 
can't  be  reintegrated  into  society — 
not  by  giving  them  handouts  but  by 
putting  them  to  work.  Pioneer  is  no 
standard  nonprofit,  although  it  is 
chartered  as  one.  It  may  not  pay 
taxes,  but  it  is  entirely  self-funding — 
no  government  giveaways,  no  rich 
benefactors.  "We've  always  been 
afraid  of  becoming  dependent  on 
grants,  worried  that  the  money  might 
dry  up,"  explains  Guth.  So  how  is 
Pioneer  able  to  provide  rehabilitation 
services  to  some  5,000  ex-convicts 
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I  admit  it.  I  love  the  sound  of  my  own  voice.  And  now 
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Job  therapy 

On  her  first  night  in  "the 
hole" — a  solitary,  windowless  cell 
for  unruly  prisoners  at  the  Washing- 
ton Correctional  Center  for 
Women — Maria  Gese  knew  her  life 
had  hit  rock  bottom.  She  was 
allowed  out  of  her  concrete  box  just' 
one  hour  a  day — only  after  having 
her  hands  shackled  through  a  hole 
in  the  steel  door.  Four  separate  con- 
victions for  dealing  drugs  had  final- 
ly caught  up  with  her. 

Jump  ahead  nine  years,  and  Gese 
now  wears  suits  instead  of  shackles 
as  a  Pioneer  vice  president  in  charge 
of  a  $35  million  real  estate  portfo- 
lio. After  getting  out  of  prison  in 
1994,  Gese  needed  a  job.  But  even 
after  20  interviews,  her  criminal 
record  and  spotty  work  history 
thwarted  her. 

Pioneer,  however,  gave  Gese  a 
chance,  though  a  humble  one.  As 
with  all  ex-cons,  she  began  as  a 
trainee,  earning  $5.25  an  hour 
making  airplane  cargo-bay  liners  for 
Boeing.  It  was  a  far  cry  from  the 


and  recovering  addicts  each  year?  By 
running  businesses  and  channeling 
the  profits  back  into  the  cause. 

Pioneer  runs  a  light  manufacturing 
plant,  where  it  produces  sheet  metal 
and  basic  parts  for  Boeing  and  other 
manufacturers.  It  operates  a  food- 
service  business,  including  a  restaurant 
in  Starbucks'1  corporate  headquarters. 
Pioneer  also  contracts  with  the  gov- 
ernment to  run  drug  and  criminal 
rehabilitation  centers.  With  a  $2  mil- 
lion loan  from  the  Ford  Foundation — 
some  of  the  only  outside  funding  Pio- 
neer has  ever  accepted — it  recently 
bought  a  local  printing  company  and 
converted  it  to  nonprofit  status. 

These  business  units  will  gross  $50 
million  this  year,  up  from  $4  million 
when  Guth  joined  Pioneer  in  1984. 
Employees  have  increased  from  125 
to  900  over  the  same  period.  Profits, 
all  of  which  are  plowed  back  into 
Pioneer's  programs,  should  hit  $2 
million  this  year.  The  organization 
has  evolved  dramatically  since  its  ori- 
gins in  the  1960s  as  a  counseling 
:entcr  for  troubled  youth,  but  its 
mission  has  not. 


Porsche-driving  days  when  she 
pulled  in  $10,000  a  month  selling 
cocaine.  "I  hated  the  work,  but  I 
was  determined  to  make  it.  Some- 
one was  giving  me  a  chance,"  says 
Gese,  38,  an  unassuming  yet  well- 
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The  businesses  and  the  charity  are 
one  and  the  same.  Half  of  Pioneer's 
employees  come  from  its  programs 
for  ex-cons  and  recovering  addicts.  Iti  ks 
does  more  than  hire  them — it  gives  a 
second  chance  at  life  to  people  writ- 
ten off  by  society,  and  often  by 
themselves.  "We  take  people  who 
have  nowhere  else  to  go.  It's  either 
the  streets  and  back  to  prison  or  | 
here.  It's  their  choice,"  says  Guth. 

Pioneer  will  take  on  almost  anyone  | 
demonstrating  a  desire  to  make  good 
and  willing  to  make  a  commitment. 
Prospective  trainees  must  spend  an 
unpaid  day  at  the  company  so  that 
Pioneer  can  see  if  they  seem  serious 
about  improving  their  lives.  They 
must  also  demonstrate  at  least  sixth- 
grade  math  and  reading  skills.  They  r. 
must  submit  to  random  drug  tests 
every  month.  An  employee  who  fails 
once  has  to  undergo  counseling.  Fail 
again,  slack  off  on  die  job  or  get  into 
a  fight — and  it's  adios. 
.  "We're  often  considered  too  hard 
on  our  employees  by  other  chari- 
ties," Guth  says.  "But  we're  a  busi- 
ness and  have  to  run  like  one,  or 
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spoken  woman. 

That  drive  helped  her  secure  a 
quick  promotion,  first  to  recep- 
tionist, and  then  to  Pioneer's  rent- 
collection  department,  where  her 
years  in  the  drug  world  came  in 
handy.  "It  definitely  gave  me  an 
edge.  People  don't  play  by  the 
rules.  But  I  would  say,  'I've  been 
in  your  shoes,  and  this  is  what  you 
got  to  do.'  " 

Gese  was  soon  managing  Pio- 
neer's buildings — most  of  which 
are  alcohol-  and  drug-free  low- 
income  housing.  At  night  she  went 
to  school  to  learn  computer  skills, 
remedial  English  and  basic 
accounting.  She  now  earns  more 
than  $65,000  a  year  and  is  respon- 
sible for  80  employees. 

"People  have  to  go  out  and  earn 
what  they  get,  stop  thinking  the 
world  owes  them.  That's  the  only 
way  to  break  the  dependency 
[cycle,"  she  says.  "Pioneer  allowed 
(me  to  get  where  I  am,  but  they 
didn't  hand  me  anything.  I  have 
worked  very,  very  hard."  -S.M. 


we'd  never  have  the  resources  to  help 
people." 

Each  business  line  must  meet  rig- 
orous financial  targets — most  impor- 
tant, a  minimum  13%  return  on 
equity;  the  group  has  surpassed  that 
goal  for  the  last  seven  years.  Pioneer 
ecently  closed  a  41 -bed  drug  and 
alcohol  treatment  center  and  laid  off 
the  employees  because  it  was  losing 
money.  "We  just  didn't  see  any  way  to 
turn  it  around,"  explains  Chief  Finan- 
cial Officer  Cameron  Fellows,  whose 
job  it  is  to  make  sure  Pioneer  remains 
Drofitable  enough  to  keep  growing, 
rowth  means  more  jobs — and  more 
money  for  training  and  counseling. 

Of  Pioneer's  $50  million  in  rev- 
nues,  less  than  40%  comes  from 
government  contracts  for  its  rehabil- 
tation  programs.  The  rest  comes 
Tom  its  various  businesses,  primarily 
he  sheet  metal  plant.  Boeing,  for 
nstance,  contracts  some  $10  million 
n  work  with  Pioneer  each  year.  "We 
:all  it  'operational  philanthropy,'" 
ays  Guth.  "They  hire  us,  and  we 
)rovide  valuable  services  at  a  com- 
petitive price."  m 
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Invest  in  Tomorrow's 
Growth  Opportunities  Today 


The  Robertson  Stephens 

Emerging  Growth 
Fund 

No  Load 


Jim 
Callinan 

Portfolio 
Manager 


Vision  is  being  able  to  "see"  undis- 
covered and  unrecognized  invest- 
ment opportunities  in  today's  dynam- 
ic markets.  Experienced  Portfolio 
Manager  Jim  Callinan's  hands-on, 
fundamental  investment  approach 
seeks  to  uncover  America's  fastest 
growing  small  companies  that  hope 
to  be  the  leading  companies  of 
tomorrow.  Please  call  today  for  more 
information. 


35.43% 

One -Year 

Total  Return 

6/30/97  -  6/30/98 

22.64% 

Five-Year 

Average  Annual  Return 

6/30/93  -  6/30/98 

18.81% 

Ten- Year 
Average  Annual  Return 
6/30/88  -  6/30/98 

22.44% 

Average  Annual  Return 

Since  Inception 
11/30/87-6/30/98 


Performance  clara  represents  past 
performance,  which  is  no  guarantee 
of  future  results.  Investment  return 
and  principal  value  will  fluctuate 
so  that  shares,  when  redeemed,  may 
be  worth  more  or  less  than  their 
original  cost. 


1-800-766-3863  ref.#342 
or  call  your  financial  advisor 


y^3^ 


www.rsim.com 
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ROBERTSON 
STEPHENS 
FUNDS 


TH'MUTM 


OneSource 


FROM     SC  HWA 


1-800-5-NO-LOAD 


Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  record- 
keeping and  shareholder  services  for  shares  purchased  through  its 
Mutual  Fund  OneSource  Service.  (0098-2926) 

For  more  complete  information,  including  management  fees, 
expenses,  and  the  special  risks  associated  with  investing  in  The 
Emerging  Growth  Fund,  call  Robertson  Stephens  Funds  for  a 
prospectus.  Please  read  it  carefully  before  investing.  Investing  in 
smaller  companies  can  involve  more  volatility.  Returns  quoted  are  for 
Class  A  shares.  Another  class  of  shares  is  available  whose  performance 
will  differ  due  to  different  charges  and  expenses.  Edgewood  Services, 
Inc.,  distributor. 

| Not  FDIC  insured.  May  lose  value.  No  bank  guarantee.! 


Bringing     the     Fund     Manager     to     You 
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INTELLIGENCE 

IS  THE  DIFFERENCE 
BETWEEN  A  COPIER 
AND  A  SOLUTION. 


I   copier  that 
nd  fax.  I '  ven  more 
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We  lead.  O  i 


Id  copy,  fax  am. 
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Image  Communicati 


lere's  yet  another  new  telecom  company.  This  one 
is  a  unique  approach  and  very  deep  pockets. 

rpska  calling 


Chairman  Ronald  Lauder  and  Chief  Executive  Itzhak  Fisher 
y've  got  the  hookup. 


B  ARE  ABOUT  TO  call  overseas 
ig  Rsi  Communications'  Delta 
ee  Internet  network,"  squawks 
speakerphone  in  Itzhak  Fisher's 
ice.  The  chief  executive  of  RSL  is 
udly  demonstrating  his  company's 
ernet  phone  service.  Fisher's 
ther  in  Tel  Aviv  answers.  "I  hear 
:cho,"  she  complains.  "Itzhak,  the 
is  not  good!" 
4aybe  the  line  wasn't  so  hot,  but 
ler  and  his  RSL  team  of  defectors 
the  big  telecom  providers  are. 

Icy  have  already  launched  opera- 
is    in    20    countries.    Revenues 


swelled  from  $5  million  in  1995  to 
$300  million  last  year;  they  should 
top  $700  million  this  year.  The  tiny 
Republic  of  Srpska  (pop.  1.5  million), 
the  Serb-controlled  half  of  Bosnia, 
signed  RSL  to  provide  its  internation- 
al telecom  services. 

RSL  has  deep  pockets.  Its  chairman 
is  cosmetics  heir  Ronald  S.  Lauder — 
hence  RSL.  The  company's  strategy  is 
to  move  in  as  soon  as  new  markets 
are  deregulated.  RSL  claims  to  offer 
prices  10%  to  15%  below  dominant 
companies.  Each  RSL  country  manag- 
er has  the  autonomy  to  choose  least- 


cost  routing.  The  RSL  manager  in  the 
Netherlands  secures  a  favorable  rate 
from  there  to  Turkey.  Calls  from  the 
U.S.  to  Turkey  are  then  routed 
through  the  Netherlands  to  take 
advantage  of  the  good  rate. 

Fisher  and  company  have  been 
making  rapid-fire  acquisitions,  among 
them  Motorola's  European  cellular 
service  and  Israel-based  Delta  Three. 
RSL  has  also  been  establishing 
promising  alliances.  Metro  AG, 
one  of  Europe's  largest  retailers, 
bought  7%  of  RSL  and  is  mar- 
keting rsl's  prepaid  calling 
cards  to  the  122  million  cus- 
tomers who  shop  in  its  stores. 
In  Latin  America  RSL  partnered 
with  Venezuelan  media  mogul 
Gustavo  Cisneros  (Forbes,  Oct. 
5,  1998),  and  in  Japan  with 
nifty,  the  country's  largest 
Internet  service  provider. 

Fisher,  42,  is  an  Israeli  with 
ten  years'  experience  in  the 
local  telecom  industry.  He  had 
worked  for  the  election  cam- 
paign of  Prime  Minister  Ben- 
jamin Netanyahu,  who  intro- 
duced him  to  Lauder,  54.  In 
1994  Fisher  sketched  his  idea 
for  a  new  global  telecom  outfit 
on  a  napkin  in  the  Tel  Aviv 
Hilton:  Lauder  bought  the 
idea  on  the  spot. 

Lauder,  who  served  as  U.S. 
Ambassador  to  Austria  in  the 
mid-1980s,   has   been   a   lot 
more  than  a  passive  investor. 
He  used  his  connections  to 
help  establish  RSL  in  Europe. 
To  clinch  a  deal  to  provide 
international  service  for  Mar- 
seilles, Lauder  made  the  pre- 
sentation himself  in  French. 
Having  spent   $310   million   on 
acquisitions  this  summer,  RSL  is  down 
to  $60  million  in  cash.  A  proposed 
equity  offering  of  $200  million  may 
be  delayed  in  currently  chaotic  mar- 
kets. But  don't  worry:  Lauder,  sitting 
on  a  $3.5  billion  fortune,  has  his 
checkbook  out. 

And  Fisher  is  taking  good  care  of 
operations — when  his  mom  com- 
plained about  that  noisy  line  from  Tel 
Aviv,  he  got  right  on  the  case.  With 
new  Internet  telephony  technology 
from  Ericsson  in  place,  Fisher  claims 
that  line  is  now  clear  as  a  bell.        WK 
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Surfing  SoHo. 

THE  PLACE:  Rushing  past  an  open  fire 
hydrant  on  a  steamy  New  York  afternoon. 

THE  CAR:  The  quick,  agile  DeVille 
Concours  with  one  of  the  most  advanced 
traction  control  systems  in  the  world. 

THE  MORAL:  It's  fun  to  make  waves. 

•  300-hp  Northstar  System 

•  StabiUTrak 

•  Road-Sensing  Suspension 

•  Variable  Speed-Sensitive  Steering 

•  Driver  &  Front  Passenger  Next  Generation 
Air  Bags 

•  Side-Impact  Air  Bags 

•  Available  OnStar  System 

•  Call  1-800-333-4CAD  or  go  to  www.cadillac.com 

DEVILLE 

For  The  Time  Of  Your  Life 


lit 


8  GM  Corp. "All  rights  reserved.  Always  use  safety  oe*»  and  proper  child  restraints. 
— "h  Next©«neration  Air  Bags  See  the  Owner  s  Manu^Ht  more  safety  information 
AC.DEBtLLt.  CONCOURS,  NORTHSTAR.  ONSTAR    STAG  .  IRAK-. 
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Innovation 
Hits  the  Road 

lhe  *-**  *ar  -  and  truck  -  is  a 
cornucopia  of  forward  thinking  and 
ingenuity. 

In  the  1950s  and  1960s,  during 
what  is  frequently  termed  the  peak 
of  American  autemetive  enthusiasm, 
innovation    consisted    largely    ©f 
restyling  a  car's  exterior  each  year. 
Although  some  of  the  styling  this 
attitude  produced  was  undeniably 
spectacular,  genuine  innovation  was 
at  a  premium.  Virtually  every  Ameri- 
can car  still  used  a  carburetor  to  get 
fuel  to  the  engine,  used  fade^rone 
-rum  brakes  to  stop,  had  suspension 
systems  that  made  tight  cornering  a 
disquieting  undertaking  and  ran  on 
tires  that  might  or  might  not  last  for 
7,500  miles.  Probably  not.  As  diffi- 
cult as  it  is  to  believe  in  light  of 
what's  happened  to  cars  -  and 
trucks  -  i„  recent  years,  the  cars 
driven  by  most  Americans  in  1965  or 
even  1970  differed  little  from  the 
cars  in  which  the  populace  rode  in 
1935  or  1940. 


Engineering. 


Science. 
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Technology.  All  worthless,  unless  they  makeHsor 


There  is  no  shortage  of  engineering  genius  in  the  new  3.  A  revolutionary  Head  Protection  System.  An  ingenio  L 
Cornering  Brake  Control  systt  n.  Sophisticated,  massive,  four-wheel  ventilated  disc  brakes.  But  like  all  3  Seri  I 
cars  that  came  before,  ifs  the  wuy  the  new  3  feels  on  a  serpentine  road  that  makes  it  stand  so  alone.  Agile. 


I  something. 


,.>      k 


'Manufacturers  Suggested  Retail  Price,  inctui 
BMW  center.  As  shown:  328i  with  Snort  Pa, 
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icannily  responsive.  Yet  considerably  more  roomy  and  luxurious.  With  potent 
sw  6-cylinder  engines,  the  new  3  starts  at  $26,970.*  One  turn  at  the  wheel  will 
ike  you  feel  unequivocally  alive.  1-800-334-4BMW.  Or  www.bmwusa.com  The  Ultimate  Driving  Machi 
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The  difference  between  the  cars  of  What  explains  the  proliferation  of  memories.  It  has  also  led  to  some  oddl 
1970  and  the  cars  of  today,  however,  is  seemingly  endless  innovation?  All  of  contributions  to  creature  comfort:  thej 
greater  than  any  of  us  might  have  imag-  these  advancements,  and  others  that  we  installation  of  as  many  as  18  cup  holders! 
ined  three  decades  ago.  Tires,  for  exam-      will  examine,  are  driven  by  one  of  three      in  some  minivans! 

things:  government  regula-  To  examine  the  current  state  of  auto-j 

tion,  competition  or  motive  innovation,  we  have  divided  the] 
subject  into  six  areas:  design,  product,] 
environment,  manufacturing  and  safety.] 


Jaguar 

The  new  Jaguar  XJ8  sedan's  spark  plugs  are  intended  to  last  for  100,000  miles. 


pie,  routinely  last  for  40,000  or  50,000 
miles,  and  the  once-familiar  flat  tire 
seems  as  foreign  to  today's  younger  driv- 
ers as  a  pop-top  soft-drink  can.  Cars  are 
sold  today  that  need  no  tune-up  (a 
phrase  that  sounds  as  archaic  as  the 
practice  has  become)  before  50,000  or 
65,000  —  or  even  100,000  miles  — 
have  passed.  When  Jaguar  introduced  its 
XJ8,  it  recommended  that  new  spark 
plugs  be  installed  after  100,000  miles. 
In  the  future,  more  advances  await  the 
consumer,  including  cars  powered  by 
electricity,  hybrid  electric/internal  com- 
bustion or  alternative  fuels. 

The  computer  is  nowhere  put  to 
better  use  than  in  the  auto  industry. 
Consider  that  computers  today  are  used 
to  design,  help  build,  operate  and  even 
sell  cars.  Computers  make  possible  pre- 
cision in  manufacturing  that  was  once 
only  a  dream.  Computers  even  measure 
and  calibrate  the  accuracy  of  other 
computers.  They  help  engines  and 
transmissions  move  a  car  more  effi- 
ciently and  with  fewer  harmful  emis- 
sions. A  modern  car  may  have  as  many 
as  30  or  40  microprocessors  tucked 
away  in  its  structure,  most  of  them 
doing  jobs  electronically  that  were  once 
done  manually. 


consumer  needs  and  wants.  Without 
government  regulation,  its  doubtful  that 
cars  would  be  as  safe  or  as  clean  as  they 
are.  Competition,  which  repeatedly 
proves  to  be  a  more  efficient  motivator 
than  regulation,  continually  pushes  out- 
ward the  horizons  of  what  makes  a  good 
vehicle.  The  consumer,  as  the  ultimate 
arbiter,  lets  the  manufacturers  know  by 
pocketbook  vote  what  area  of  innova- 
tion makes  one  car  or  truck  superior  to 
another.  This  last  factor  has  led  to  stun- 
ning advancements  in,  for  example, 
electronic  engine  control,  where  cold- 
weather  starting  problems  and  frequent 
tune-ups  have  become  little  more  than 


DESIGN  INNOVATIONS 

Once,  it  could  take  as  long  as  six  tol 
eight  years  to  bring  a  new  car  or  truckl 
from  the  concept  stage  to  the  show- 
room. Today,  thanks  to  computer-aidedl 
design  (CAD)  and  computer  compo-l 
nent  testing,  a  new  vehicle  can  move 
rapidly  through  the  design  stage.  The| 
vehicle  can  have  its  various  component 
prototypes    not   only   designed    andl 
assembled  with  an  eye  toward  weight, 
efficiency  and  serviceability,  but  alsol 
have  these  tested  by  the  computer. 
These  systems  have  made  it  possible  tol 
eliminate  months  of  actual  component 
design  and  hundreds  of  thousands  on 
miles  of  on-road  prototype  testing. 

Using  digital  computers  to  design! 
components  allows  designers  and  engi- 
neers to  see  how  parts  will  look  (thtl 
design  software  permits  a  three-dimen-J 


Computer  Aided  Design  (CAD)  has  made  the  automotive  design  process 
more  efficient,  faster  and  less  expensive. 


A  KNIGHT  IN  SHINING 


DOUBLE-SIDED 

GALVANIZED 


C  fieri  Uke  thC  ^^  GMCS  bef°re  h'  thC  "^  Yuk°n  Denali™  is  wraPPed  in  luminous  steel.  Underneath 

kl    nrilRII      are  a  ^vy-gauge  steel  frame  and  a  255-horsepower  Vortec™  V8  engine.  Inside  »r,  fo,„  UMt.*A 


IKON    DENAL        3re  a       aVy_gaUge  e  and  a  255-horsepower  Vortec™  V8  engine.  Inside  are  four  heated, 

leather-trimmed  seats  and  a  Bose"  Acoustimass'  audio  system.  And  even  deeper  inside  is  nearly  a 
ntury  of  providing  vehicles  for  professionals  who  depend  on  their  trucks  to  do  things  somewhat        ^~ 
>rc  demanding  than  impressing  the  neighbors.  Call  I-888-GMC-DENALI  orww.denali.gmc.com.        "" 

Do 'one  thing.  Do  it  well 
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The  1999  Chrysler  Concorde  was  designed  entirely  by  computer. 
No  paper  was  used  during  the  process. 

sional  look  at  a  part  before  it  ever  exists)  control  systems. 

and  how  they  will  be  used  in  conjunc-  "Users  can  exercise  ADAMS/Car 

tion  with  other  parts  to  make  a  sub-  models  under  various  road  conditions, 

assembly.  There  are  obvious  time  effi-  performing  every  maneuver  normally 

ciencies  in  such  a  process,  but  even  run  on  a  test  track,"  explains  Michael 

more  important  is  an  engineer's  conse-  Guttilla    of   Mechanical    Dynamics, 

quent  ability  to  try  design  variations  and  "They  can  accurately  predict  handling 

select  the  absolute  best  for  ultimate  use.  characteristics,  ride  quality,  vehicle  safety 

and  performance  parameters  —  all  on 

"Paperless"  Cars  the  computer,  and  all  before  building  a 

One  example  of  prototype  testing  and  single  hardware  prototype." 
computer-aided  design  has  resulted  in  Thus  can  an  engineering  team  quick- 
the  first  "paperless"  cars.  The  1998  ly  examine  hundreds  or  thousands  of 
Dodge  Intrepid  and  Chrysler  Concorde  design  variations,  testing  and  refining 
were  completely  redesigned,  and  all  the  design  until  they  optimize  system 
body,  power  train  and  suspension  com-  performance.  This  can  help  reduce  the 
ponents  were  developed  on  computers  number  of  costly  physical  prototypes, 
without  the  use  of  conventional  blue-  improve  design  quality  and  significant- 
prints.  That  would  be  remarkable  ly  shorten  product-development  cycles, 
enough,  but  Chrysler's  accomplishment  Manufacturers  are  concerned  about 
is  even  more  impressive  when  you  con-  the  length  of  time  it  takes  to  get  a  new 
sider  that  the  new  products  were  com-  concept  into  the  marketplace  because  a 
pleted  in  only  31  months.  company  that  has  the  ability  to  do  so 

A  consortium  of  manufacturers  that  quickly  can  respond  to  changing  mar- 
includes  Audi,  BMW,  Ford,  Renault  ketplace  conditions  and  consumer 
and  Volvo  is  working  with  Mechanical  buying  trends.  Toyota  recently  created  a 
Dynamics  to  produce  a  software  system  new  compact  minivan,  the  Ipsum,  for 
called  ADAMS/Car,  a  specialized  vehi-  its  home  market  in  19  months 
cle  simulation  environment  that  will  from  concept  approval  to 
allow  automotive  engineers  to  accurate-  showroom. 
ly  simulate  the  real-world  behavior  of 
their  designs  for  entire  vehicles,  including 
assemblies  such  as  suspensions,  power 
trains,  engines  and  steering  mechanisms. 
Simulations  can  also  include  traction 
control,  antilock  braking  and  other  called  ADAMS/Car. 


It  is  sometimes  risky  to  comparel 
development  times  because  each! 
automaker,  here  and  abroad,  defines! 
"project  approval"  differently.  When  the! 
public  starting  gun  is  fired  on  a  new  carJ 
one  company  may  have  already  com- 
pleted significantly  more  design  work 
than  another.  In  any  event,  most  man-j 
ufacturers  seem  to  believe  that  a  24-1 
month  time  frame  is  possible  and  artl 
working  toward  achieving  it. 

Ride  and  Handling 

The  way  a  car  feels  when  you  art 
behind  the  wheel,  and  the  way  it  reacuj 
under  changes  of  speed  or  directiorl 
(handling)  are  less  difficult  to  engineer 
than  they  used  to  be.  The  desired  char-J 
acteristics  of  ride  and  handling  can  bf 
translated  into  computer  data  and  feci 
into  systems  that  create  an  optimizecl 
vehicle.  This  means  that  the  desired  ridd 
and  handling  will,  in  effect,  be  built  irl 
when  a  new  vehicle  reaches  the  running 
prototype  stage.  Small  adjustments  wil 
be  necessary,  but  the  overall  feel  and 
driving  characteristics  will  be  close  tcl 
what  the  engineers  wanted.  This  is  wh'l 
every  BMW  and  Mercedes-Benz,  tcl 
name  two  automakers  who  use  thi| 
system,  feels  as  if  it  was  cut  from  th< 
same  bolt  of  cloth  —  or  carved  from  th<| 
same  block  of  metal  —  as  its  smaller  o  | 
larger  siblings. 

The  next  step  in  design  innovatioil 

will  likely  involve  virtual  reality  —  sim 

ulators  that  will  give  engineers  an< 

designers  the  actual  sensory  feel  of: 

product  that  does  not  yej 

exist.  The  typ> 


BMW  3  series 
designers  can 
simulate  test-track  J 
conditions  using 
a  computer  system' 


mm  Q 


Sometimes,  to  simplify  means 
being  the  first  to  tell  people  when 
you  change  direction. 


Delphi  Automotive  Systems  developed  the  first  turn  signal  as  a  way  for  one 
driver  to  interact  with  another  back  in  1939.  Today,  Delphi  is  using  advanced 
electronics  to  develop  "smart"  new  systems  that  can  interact  with  the  entire 
vehicle.  Collision  Warning  Systems  like  our  Forewarn®  use  object  detection 
sensors  to  warn  drivers  of  potential  problems  and  take  action  to  reduce  the 
threat  of  a  possible  collision.  As  the  most  diverse  manufacturer  of  automotive 
components,  integrated  systems  and  modules,  Delphi  is  uniquely  positioned 
to  develop  the  smart  systems  of  tomorrow.  To  interact  with  us,  visit 
www.delphiauto.com. 


The     power     to     simplify 
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automakers  work  together  to  create 

what's  on  that  blue- 

rint  —  which 

might  well  be 


JMfe 


The  operating  system  of  the  new  Volvo  S80 
has  18  computers  arranged  in  two  networks. 

of  situations  and  testing  that  can  thus  be 
"experienced"  in  the  laboratory  will  be 
limited  only  by  the  imagination  of  the 
designers  and  engineers. 

Supplier  Contributions 

One  of  the  ways  that  the  automotive 
industry  makes  progress  on  the  innova- 
tion front  is  by  working  in  tandem  with 
supplier  companies  that  make  many  of 
the  components  and  subassemblies  used 
in  manufacturing  a  car.  By  making  sup- 
pliers a  part  of  the  team,  and  sharing 
with  them  the  long-term  product  and 
manufacturing  goals,  an  automaker  can 
draw  on  the  design,  engineering  and 
manufacturing  expertise  of  companies 
that  work  and  think  independently  of 
the  corporate  structure.  Suppliers  build 
everything  from  headlight  assemblies  to 
rack-and-pinion  steering  systems.  Some 
build  even  larger  components:  GM's 
Hydra-matic  division  builds  transmis- 
sions for  Rolls-Royces,  which  in  turn  are 
powered  by  engines  built  by  BMW. 

Dana  Corporation,  for  example,  pro- 
vides complete  packages  of  drivetrain 
and  structural  components.  It  can 
supply  individual  parts  —  such  as  coil 
springs  or  shock  absorbers  —  for  a 
front-end  subassembly,  or  it  can  provide 
the  entire  subassembly,  which  might 
include  a  subframe,  the  front  suspension 
components,  brakes  and  steering. 

Once,  automakers  handed  suppliers  a 
blueprint  and  instructed  them  to  build 
what  they  saw.  Today,  suppliers  and 


contained  on  a 
computer  disk.' 


PRODUCT  INNOVATIONS 

Do  you  know  when  and  where  the 
first  computer  appeared  in  an  auto- 
mobile? 

The  year  was  1968,  the  car  was  a 
Volkswagen  and  a  Bosch  computer  con- 
trolled the  air/fuel  mixture  fed  to  the 
engine's  combustion  chambers.  Since 
that  time,  microprocessors  have  prolif- 
erated in  cars,  to  the  extent  that  having 
two  or  three  dozen  of  the  tiny  miracle 
workers,  which  control  everything  from 
power  windows  to  fuel  injection,  is  by 
no  means  unusual.  Volvo's  new  S80 
sedan,  for  example,  incorporates  an 
operating  system  made  of  1 8  computers 
divided  between  two  networks,  one  for 
the  engine  compartment  and  the  other 
assigned  to  the  passenger  compartment 
(the  engine  compartment  computers  are 
faster)  and  connected  by  a  central 
control  module.  Some  luxury  cars  have 
as  many  as  45  microprocessors  available 
to  do  the  driver's  —  and  the  car's  — 
bidding. 

The  Computer  at  Work 

Here  are  just  a  few  of  the  functions 
controlled  by  computers  in  a  modern 
automobile: 

The     engine 
Engines  run 
cleaner,  more 
efficiently    and 
longer  because 
computers  keep  oper- 
ating conditions  as  close  to 
optimum  as  modern  computer  science 


allows  —  which  is  close  indeed. 

The  transmission.  Automatic  trans- 
missions shift  at  the  most  comfortable  I 
and  efficient  speed,  at  points  deter-il 
mined  by  a  computer  that  can  sense  not  I 
only  the  road  conditions  (altitude,] 
incline,  etc.)  but  also  the  driver's  heavi- 
ness or  lightness  of  foot. 

The  accelerator.  Once,  the  accelera-j 
tor,  known  as  the  gas  pedal,  was  con- 
nected by  a  series  of  rods  and  joints  tol 
the  fuel  supply,  and  it  mechanically 
increased  or  decreased  the  flow  to  the 
engine.  No  more.  Your  accelerator  is  not 
connected  mechanically  to  the  fuel  iip< 
system.  Rather,  it  sends  electronic  sig-.  alas; 
nals  to  the  computer-controlled  engine-*  wend 
management  system. 


Safety  systems.  Such  things  as  trac-J   tk'nt 
tion  control,  antilock  braking  systemsi    I 
and  air  bags  are  computer  controlled 

Information  and  diagnostic  systems.*  nnualge 
A  self-diagnosis  system  that  allows  a 
dealer  or  repair  shop  to  perform  elec-d  ekct  the 
tronic  troubleshooting,  a  feature  on  vir-; 
tually  every  car,  would  not  work  with-  bid  i 
out  computer  chips.  Nor  would  all  tht 
information  provided  to  the  driver  ir  Brers  to 
the  form  of  digital  readouts,  warning 
lights  and  even  the  low-fuel  alen 


message. 


And  that's  just  scratching  the  surfact    betrit 


(which  was  applied,  by  the  way,  by  ; 
computer-controlled  painting  system) 
Other  computer-controlled  item: 
include  the  climate  system,  audio  equip 
ment  and  power  accessories. 

Suppliers  such  as  the  Dana  Corporatioi 

today  supply  complete  assemblies 

not  just  bits  and  pieces 


I  and  i 


sv 
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General  Motors,  in  association 
with  Microsoft,  has  shown  an 


experimental  1999  Saab 
with  an  onboard  PC. 


ill, 


break- 


Shifting  by  Thumb 

Back  to  the  subject  of  transmissions 
and  gear  changes,  an  excellent  compro- 
mise has  appeared  that  bridges  rhe  gap 
between  drivers  who  love  a  manual  gear- 
box and  those  who  are  satisfied  with 
today's  remarkably  good  automatics. 
The  advancement  is  automatic  trans- 
missions that  add  the  capability  of 
manual  gear  selection.  The  transmission 
itself  is  automatic,  but  the  driver  can 
select  the  gear  he  or  she  wants  it  the 
transmission's  electronic  selection  is 
deemed  less  than  ideal.  The  Porsche 
system,  called  the  Tiptronic  S,  allows 
(drivers  to  select  the  gears  with  a  small 
thumb  switch  on  the  steering  wheel, 
while  Ferrari's  F355  Fl  shifting  system 
uses  a  finger-touch  paddle  located  on 
the  steering  column.  The  Jaguar  J-gate, 
the  Chrysler  AutoStick  and  a  number  of 
similar  systems  use  the  conventional 
gear  selector  mounted  on  the  center 
console  to  override  the  transmission 
control  module. 

Future  Computers 

A  cooperative  venture  between 
Delphi  Delco  Electronics,  IBM. 
[Netscape  and  Sun  Microsystems  wants 

o  add  even  more  computer  power  to 
your  car  of  the  not-too-distant  future. 
Essenrially  an  onboard  personal  com- 
puter system  with  voice-recognition 

apability,  the  new  technology  would 


be  to  send  all  performance  information 
back  to  the  manufacturers  product- 
development  experts,  permitting  real- 
world  experience  to  more  quickly  affect 
changes  in  subsequent  models.  Here 
hroughs   in   com-      again,  improvements  would  reach  the 
municating    what's      consumer  more  rapidly, 
going  on  in  your  car  to  the  out-  "That's  good  for  consumers  and  it's  a 

side  world  —  and  vice  versa.  competitive  advantage  for  business," 

Imagine  traveling  down  a  remote  road      IBM  CEO  Louis  Gerstner  told  atten- 

late  at  night  and  having  a  problem  with      dees  at  a  trade  show  in  Hanover,  Ger- 

your  car's  engine.  Rather  than  having  to      many,  where  a  prototype  of  the  system 

stop  and  seek  help,   the  problem  is      was  shown. 

solved  by  diagnostic  systems  hundreds  Systems  such  as  this  one  could  have 

or     thousands     of 

miles     away. 

Your         car 

would  send  a 

signal  to  the 

manufac- 
turer,     who 

would  diagnose 

the    problem     and, 

where  possible,       The  jaguar  XK8 

transmit   corrective       is  one  of  several  cars  that  allows 

instructions  back  to      tne  driver  to  choose  between  shifting  gears  automatically  or  manually. 

your  car.  If  that  same 

problem  was  fixable  and  might  occur  in      location  could  be  monitored  on  the 

all  cars  of  that  model,  an  electronic  mes-      Internet,  for  example,  using  existing 

sage  could  be  sent  to  every  one  of  them.      global  positioning  technology  in  con- 
Another  use  of  this  system  —  and      junction  with  passwords  that  would 

one   that  is  similar  to  the  onboard      assure  privacy.  In  the  event  of  a  dis- 

recording  devices  used  to  assess  the  per-      abling  accident,  the  vehicle's  location 

formance  of  some  racing  cars  —  might      could  be  transmitted  to  the  nearest  law- 


Delphi  Automotive  Systems  has  designed  a  vehicle  with  advanced  onboard  information, 
entertainment  and  convenience  technologies. 


Four  statements 
about  quality. 


Chrysler  Sebring  Convertible 

1998  Total  Quality  Award   for 
'Best  ownership  experience"  in  its  class  (tie] 
—Strategic  Vision 


Chrysler  Town  &  Country 

1998  Total  Quality  Award™  for 

'Best  ownership  experience"  in  minivans. 

—Strategic  Vision 


Chrysler  Sebring 
Convertible 


Chrysler  Cirrus 

"Best  entry  midsize  car  in  initial  quality." 
—J.D.  Power  and  Associates 

Chrysler  Concorde 

"Best  premium  midsize  car  in  initial  quality." 
—J.D.  Power  and  Associates 

\ 

Chrysler  Concorde 

- 

Because  of  our  passion  for  design  and  engineering,  great  cars  result.  And  now,  based  on  overwhelmingly  f. 
responses  from  actual  car  owners,  our  commitment  to  quality  has  been  recognized  by  both  J.D.  Power  and  Ass 
and  Strategic  Vision.  For  more  statements  on  quality,  we  invite  you  to  call  1.800. CHRYSLER.  Or  visit  www.chryslercc 

> 

1G 

The  Chrysler  (Cirrus/Concorde)  was  the  highest  rs  iked  (entry/premum)  midsize  car  in  J.D  Power  and  Associates  1998  Initial  Quality  Study  2s"  Study  based  on  tota 
32.191  Oct-Nov.  new  vehicle  buyers  of  200+  models  after  the  first  90  days  of  ownership.  Sebring  tied  in  the  convertibles  under  $30,000  class  Limited  moc 

Chrysler 
Town  &  Country 


*7       *Q 


Chrysler  Cirrus 


,-:    ^    -  •'  '  -.:  'r  .-     .".>■ 


:><:■ 


NGINEERED   TO    BE    GREAT   CARS 


I 


I 


lier  responses  indicating  owner-reported  problems  during  the  first  90  days  of  ownership,  www.jdpower.com.  Strategic  Visions  1998  Vehicle  Experience  Study™  surveyed 
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enforcement  or  highway-safety  agency. 
Recorded  books  and  music  could  be 
downloaded  by  voice  command  from 
the  Internet  and  played  in  the  car.  The 
possibilities,  if  not  actually  endless,  are 
limited  only  by  your  imagination. 

Others  are  at  work  on  these  futuristic 
computer  applications,  which  IBM 
executives  estimate  will  take  12  to  18 
months  for  the  first  versions  to  appear, 
and  three  to  five  years  for  full  network 
operability.  GM,  in  cooperation  with 


Cadillac  DeVille  Concours  owners  can  order  a 
special  seat  that  reduces  driving  fatigue  with 
an  automatic  back-massage  feature. 

Microsoft,  has  already  exhibited  a  1999 
Saab  equipped  with  an  onboard  PC 
based  on  Windows.  "It  demonstrates 
what's  more  feasible  in  the  very  near 
term,"  says  Ed  Dilley,  senior  develop- 
ment engineer  for  automotive  electron- 
ics at  Delphi's  Delco  Electronics  unit. 

Some    product    improvements    are 
achieved  by  using  computer-aided  engi- 
neering ro  simplify  existing  compo- 
nents. The  engine  in  the  current  Toyota 
Corolla,  for  example,  has  560  parts. 
That's  a  lot  of  bits  and  pieces,  but  it  is 
much  fewer  than  the  741  parts  its  pre- 
decessor contained. 

The  new  engine,  a  1.8-liter  dual 
overhead  camshaft  four  cylinder, 
helped  Toyota  reduce  the  price  of  the 
new  Corolla  in  the  U.S.  by  more  than 
$  1 ,000  from  that  of  the  previous  ver- 
sion. Not  only  that,  the  new  engine 
weighs  64  pounds,  about  10%  less 


than  its  predecessor,  and  generates  120 
horsepower,  a  15%  increase.  It's  no 
wonder  that  Toyota  has  earned  a  repu- 
tation as  an  efficient  automaker. 

Comfort  Is  Included 

Innovation  has  not  been  ignored 
where  driver  comfort  is  concerned. 
Drivers  of  the  1999  Cadillac  DeVille 
d'Elegance  and  DeVille  Concours  can 
have  their  own  personal  masseur.  Cadil- 
lac has  added  an  optional  massaging 
system  to  its  world-class  elec- 
tronic lumbar-support 
seat.  A  touch  of 
the  lumbar  switch 
will  activate  a 
continuous  roller 
motion  that  can  be 
interrupted  or  repeated 
at  the  driver's  command. 
The  design  and  placement  of  the 
rollers  allows  the  massaging  motion  to 
improve  blood  flow  to  the  driver's  back 
muscles  and  nutrient  movement  with 
the  spinal  discs.  Increased  circulation 
relaxes  muscle  tension  and  results  in 
increased  comfort  and  reduced  fatigue. 
The  four  rollers,  concealed  from  view 
under  the  seating  material,  operate  for  a 
full  10  minutes  when  activated. 


ENVIRONMENTAL  INNOVATIONS 

The  auto  industry,  its  critics  and  the 


When  activated,  Cadillac's 
massaging  seat  will 
electronically 
manipulate  the 
driver's  lower 
lumbar  region 
for  10  minutes. 


public  at  large  continue  to  ask  what,  if 
anything,  will  ever  replace  the  internal 
combustion  engine?  And  when  will  it 
do  so?  The  internal  combustion  engine, 
first  used  in  an  automobile  by  Gottlieb 
Daimler  in  1885,  is  not  going  away 
soon.  But  even  as  the  industry  works 
with  remarkable  success  to  make  the 
internal  combustion  engine  cleaner  and 
more  efficient,  new  technological  appli- 
cations loom  in  its  future. 

During  a  press  conference  at  this 
year's  North  American  International 
Auto  Show,  GM  Chairman  Jack  Smith 
said,  "No  car  company  will  be  able  to 
thrive  in  the  21st  century  solely  with  the 
internal  combustion  engine."  The  auto 
show,  held  in  Detroit  each  January,  pro- 
vides an  excellent  forum  for  manufac- 
turers to  exhibit  vehicles  that  reach  into 
the  future  for  their  fuel  and  power 
sources. 


Chrysler  at.d  other  companies  are  researching  new  power  sources  like  the  hydrogen  fuel  cell. 


~  nsurance.  title,  registration 

SAAB  CARS  USA,  INC 

800  SAAB  USA    www.saabusa.com 


THE    CAR    IN    FRONT    OF    YOU 

HITS    THE    BRAKES.    LET'S    TURN    OUR 

ATTENTION    TO    THE    CAR    BEHIND    YOU 


You  see  him  coming. 
He  doesn't  see  you. 
Then,  a  crash.  In  a  9-3, 
here's  what  the  front 
seats  are  designed  to 
do  next.  The  impact 
forces  you  into  the 
seat  This  action  causes 
a  pressure  plate  in 
the  seat  to  move  the 
head  restraint  upwards 


and  forwards  so  it 
meets  your  head, 
reducing  the  risk  of 
a  whiplash  injury  to 
your  neck.  In  short,  a 
moving  head  restraint. 
Remarkably  simple. 
Even  more  remarkable, 
it  is  available  only 
at  your  Saab  dealer. 
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Savvy.  Sophisticated. 

Ihe  perfect  silent  partner. 


PARK  AVENUE  "BUICK 
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Electric  Cars 

The  most  common  alternative  to  the 
car  as  we  know  it  is  the  electric  vehicle. 
This  is  not  a  new  option:  electric  vehi- 
cles have  been  built  and  sold  since  the 
first  decades  of  this  century.  General 
Motors  brought  its  EV1  to  market  more 
than  a  year  ago,  and  the  automotive 
press  was  impressed  with  the  car's  per- 
formance. There  are  drawbacks  to  the 
pure  electric  car,  however,  and  EV1  leas- 
ing figures  have  reflected  this.  The 
major  problem  is  that  battery  technolo- 
gy has  simply  not  yet  reached  the  point 
where  an  electric  vehicle  can  offer  con- 
sumers the  cruising  range  and  ease  of 
recharging  that  they  expect.  This  may 
come,  but  only  if  battery  technology 
takes  a  forward  leap.  Lead-acid  batter- 
ies, which  are  currently  the  most  popu- 
lar choice,  will  probably  be  replaced  by 
nickel-metal-hydride  batteries,  which 
are  used  in  laptop  personal  computers 
and  cellular  phones.  Further  in 
the  future,  the  lithium-ion 
battery  may  provide  the 
solution. 

The  first  vehicle  to 
use  power  from 
nickel-metal-hydride 
batteries  was  the 
Honda  EV-Plus,  and 
like  the  EV1  it  was 
designed  from  the  start 
as  an  electric  vehicle,  where- 
as most  electric  vehicles  are  conversions 
of  existing  platforms.  The  EV-Plus  can 
be  leased  in  California.  The  electric  ver- 
sion of  Toyota's  RAV4  also  uses  this  type 
of  battery,  and  it  will  soon  appear  in 
GM's  EV1  and  Chevy  S10  electric 
pickup.  Nissan  is  testing  its  Altra  EV, 
powered  by  lithium-ion  batteries,  in 
California,  and  a  company  spokesperson 
says  that  the  car  may  be  available  to  the 
public  in  two  years. 

Also  waiting  in  our  future  are  ultra- 


capacitors.  These  systems  store  electrical      become  DaimlerChrysler,  introduced  it*  I 
energy  much  like  batteries  but  can  pro-      first  fuel  cell  four  years  ago,  and  is  join-  I 


vide  intermittent  surges  of  high  power. 
Keep  in  mind,  as  Keith  Crain  wrote  in 
Automotive  News,  that  practical  electric 
vehicles  have  been  "five  years  away"  as 
far  back  as  most  of  us  can  remember. 

Fuel  Cells 

Another  future  energy  source  that  is 
gaining  credibility  is  the  fuel  cell,  and  if  gen  distribution  infrastructure,  is  exam- 
fuel-cell  research  and  development  con-  ining  the  use  of  gasoline  to  produce  the 
tinues  at  its  present  rate,  it  could  emerge  hydrogen  for  its  fuel  cell,  a  process  tha 
as  a  leading  contender.  A  fuel  cell  pro-  would  occur  onboard  the  vehicle, 
duces  energy  through  electricity  that 


ing  forces  with  Ford  and  Ballard  Power 
"Systems  of  Canada  to  produce  as  many  : 
as  100,000  fuel-cell-powered  cars  annu- 
ally, beginning  in  2004.  General  Motoni 
also  has  a  fuel-cell  vehicle  on  the  com- 
puter screen,  and  Toyota  has  a  fuel-eel 
development  program  under  way; 
Chrysler,  noting  the  absence  of  a  hydro- 


results  from  the  chemical  reaction 
caused  by  combining  hydrogen  and 
oxygen.  The  only  by-product  of  the  fuel 
cell  is  water,  which  is  a  cheering  fact. 
Most  major  automakers  are  working  on 


■K 


?s. 
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Alternative  Fuels 

In  a  far  less  futuristic  vein,  and  with 
out  massive  fanfare,  the  auto  industry 
continues  to  make  progress  in  the  are; 
of  alternative  fuels.  The  major  candi 
dates  for  replacing  gasoline  include! 
ethanol,  methanol,  LP  (lique; 
fied  petroleum)  gas  anc 
compressed  natura 
gas.  Ethanol  anc 
methanol  are  alcohol 
based  fuels.  Ethano 
is  produced  frorr 
grain,  most  oftei 
corn.  Methanol  is  ai 
odorless,  clear  liquic 
made  from  natural  gas 
Natural   gas   itself  is   takei 
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Toyota  has  put 


its  hybrid  electric/gasoline-powered  Prius  on  sale  in  Japan,   from  abundant  undergrounc 

deposits  and  consists  princi 
a  fuel-cell  car,  some  with  the  cell  being  pally  of  methane.  LP  gas,  a  dry,  gaseou 
the  sole  power  source  and  others  using  fuel,  is  also  abundant.  The  good  new 
it  as  one  of  the  two  power  sources  in  a  about  these  products  is  that  they  bun 
hybrid  car.  cleaner  than  gasoline.  The  bad  news  i 

The  device  has  proved  effective  in  lab-      that  they  are  less  dense  and  requir 


oratory  situations  for  more  than  three 
decades,  and  fuel  cells  have  been  used  to 
produce  power  in  NASA's  space  pro- 
grams. Virtually  every  major  manufac- 
turer has  a  fuel-cell  vehicle  in  the  works, 
but  none  is  likely  to  reach  the  market 
before   .1004.  Daimler-Benz,  soon  to 


larger  tanks.  Furthermore,  cars  lack  rh 
distribution  systems  needed  for  refuel 
ing.  LP  gas  and  compressed  natural  ga 
require  heavy  storage  tanks  that  ad< 
weight  to  a  vehicle. 

Most   manufacturers  already  hav 
alternative-fuel  vehicles  on  the  road,  an' 


Uhmi 


'.: 
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Volvo's  new  S80  includes  what  the  company  calls  a  "smog-eating"  radiator. 


some  of  them  are  dual-fuel,  meaning  $17,000,  far  less  than  its  manufacturing 

that  they  can  switch  from  one  fuel  to  costs. 

another  —  gasoline  to  ethanol,  for  Most  hybrid  concept  vehicles  that 

example.  Flexible-fuel  vehicles  use  a  manufacturers  have  produced  use  an 

mixture  of  gasoline  and  alcohol.  Many  internal  combustion  engine  and  an  elec- 

of  the  alternative-fuel  vehicles  on  the  trie  motor.  In  a  "series"  hybrid,  the  gaso- 

market  are  powered  by  compressed  nat-  line  (or  diesel)  engine  generates  electric- 

ural  gas,  which  was  one  of  the  earliest  ity,  which  powers  the  wheels.  This 

alternative  fuels  to  be  commonly  used.  system  is  similar  to  that  used  in  "diesel" 

In  addition  to  the  factors  already  locomotives  —  which  are  really  diesel- 

mentioned,  alternative-fuel  vehicles  are  electrics.  In  a  "parallel"  hybrid,  either 

t    hampered  by  the  lack  of  a  national 
infrastructure. 
If  alternative 
fuels     were 
suddenly 
available 
in    every 
service 

station,  increase 
usage  would  likely  result  —  as 

would  increased  research  and  develop-  power  source  can  be  used  to  power  the 

I    ment  of  alternative  fuels.  Despite  the  wheels.  The  Prius  is  a  parallel  hybrid 

lack  of  an  infrastructure,  manufacturers  and  uses  the  electric  motor  until  the  car 

are  pressing  on.  Chrysler  became  the  accelerates  to  12  mph,  the  speed  below 

first  major  automaker  to  introduce  cer-  which  gasoline  engine  emissions  are  at 

tified  low-,  ultra-low-  and  zero-emission  their  worst.  Once  12  mph  is  attained, 

vehicles,  and  40%  of  its  minivans  have  the  car's  gasoline  engine  takes  over, 

the  flexibility  to  run  on  unleaded  gaso-  When  maximum  power  is  required,  on 

line,  E-85  (a  compound  of  85%  gaso-  a  steep  incline  for  example,  the  electric 

line  and  15%  ethanol  blend)  or  any  motor  returns  to  action.  While  the  Prius 

combination  of  the  two.  operates  on  gasoline  power,  the  engine 

"Natural  gas  will  be  the  next  major  recharges  the  electric  motor's  batteries, 

fuel,    and    the   internal    combustion  eliminating  the  need  for  at-rest  charging 

engine  will  continue  to  be  the  dominant  from  an  outside  power  source, 

technology,"  says  Dr.  Steve  Cousins  of  A  number  of  European  manufactur- 

Cranfield   University's   International  ers,  and  Chrysler,  Ford  and  GM  here 

Ecotechnology  Research  Centre.  in    the    United   States,   have   shown 

working  prototypes  of  hybrids  that 

Hybrid  Vehicles  could  go  on  sale  in  seven  to  ten  years. 

"Hybrid  cars,"  vehicles  that  can  run  The    increased    fuel    efficiency    and 

on  two  sources  of  power,  are  rapidly  reduced  emissions  make  the  hybrid  an 

nearing  the  level  of  development  that  attractive  concept,  but  as  long  as  gaso- 

will  allow  them  to  be  marketed  as  line  is  sold  as  cheaply  in  this  country  as 

serious  vehicles.  The  only  production  it  is  at  present,  the  hybrid  will  suffer 

hybrid  on  sale  thus  far  is  the  Toyota  from  consumer  resistance  to  small, 

Prius,  a  compact  sedan  sold  in  Japan  for  efficient  automobiles. 


Flywheels 

Another  energy  storage  device  under 
development  for  use  in  hybrid  vehicles 
is  the  flywheel,  a  low-cost  version  of 
which  has  successfully  passed  a  number 
of  tests.  Unique  Mobility,  Inc.,  working 
for  Ford,  developed  the  flywheel  device 
as  part  of  the  U.S.  Department  of 
Energy's  cost-shared  Hybrid  Propulsion 
System  Development  Program.  The  fly- 
wheel is,  in  effect,  a  mechanical  battery 
with  a  much  higher  power-to-energy 
ratio  and  a  much  greater  resistance  to 
cycle  fatigue. 

The  Unique  fly- 
wheel uses  in- 
coming electric- 
ity from  the 
engine  or  regen- 
erative braking  to 
spin  the  composite 
rotor  to  a  very  high  speed,  storing  the 
energy  kinetically.  To  draw  power  from 
the  flywheel,  the  process  is  reversed,  and 
the  spinning  wheel  drives  its  motor/gen- 
erator to  convert  efficiently  the  kinetic 
energy  back  into  electricity. 

A  Smog-Eating  Radiator 

Volvo,  which  is  often  associated  with 
safety,  has  introduced  what  it  calls  a 
"smog-eating"  radiator.  The  device  first 
appeared  on  the  company's  new  S80 
and  will  be  added  to  later  models. 

The  low-cost  device  is  a  catalyst 
system  that,  when  applied  to  a  vehicle's 
radiator,  destroys  ozone  with  which  it 
comes  in  contact.  The  technology  was 
developed  by  Engelhard  Corporation,  a 
New  Jersey  company  that  in  1976  built 
the  three-way  catalytic  converter  used 
on  most  cars  today  to  reduce  exhaust 
emissions.  The  new  device  involves 
coating  a  vehicle's  radiator  with  a  base- 
metal  catalyst.  Then,  as  air  passes  over 
the  radiator,  ozone  —  the  main  compo- 
nent of  smog  —  is  converted  into 
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oxygen,    thereby    improving    the 
atmosphere. 

Recycled  Cars 

Cars  do  not  present  nearly  the  recy- 
cling problem  that  tires  and  many  other 
familiar  items  do.  The  Wall  Street  Jour- 
nal states  that  the  automobile  is  one  of 
the  most  recycled  products  in  America. 
Only  20%  of  glass,  30%  of  paper  prod- 
ucts and  6 1  %  of  aluminum  cans  in  the 
U.S.  are  recycled.  But  95%  of  the  10 
million  cars  and  trucks  that  pass  from 
useful  life  each  year  go  to  recyclers.  And 
of  each  of  those  9.5  million  vehicles, 
75%  by  weight  is  recovered  for  reuse. 

As  the  use  of  new  materials,  particu- 
larly plastic,  rises  in  new  cars,  the 
amount  of  weight  per  vehicle  could  fall 
from  its  present  level.  One  automaker, 
BMW,  has  begun  to  address  this  poten- 
tial problem. 

BMW  has  integrated  environmental 
and  recycling  criteria  into  the  earliest 
stages  of  its  new-vehicle  development 
cycle.  BMW  considers  a  vehicle's  life  to 
be  a  closed  system,  encompassing  devel- 
opment, manufacture,  use  and  recycling. 

Not  only  does  the  German  company 
consider  the  raw  materials  and  natural 
resources  consumed  during  production, 
but  it  carefully  selects  these  materials 
with  a  view  toward  their  eventual  suit- 
ability for  recycling.  BMW's  concerns 
go  all  the  way  toward  reducing 
emissions  in  the  cars  it  builds  and  at  the 
factories  where  they  are  made. 

BMW  is  by  no  means  the  only  man- 
ufacturer with  a  "green"  attitude,  but  the 
company  took  one  of  the  earliest  public 
stances  on  environmental  issues. 

Progress  at  the  Pump 

Gasoline  refiners  and  automakers  are 
working  together  not  only  to  meet 
exhaust  pollution  standards  set  by  the 
Clean  Air  Act,  but  also  to  do  so  effi- 


ciently. It  stands  to  reason  that  the  man-  efforts.   One  example  of  the  VRP's 

ufacturer  of  an  engine  and  the  manu-  efforts  involves  reducing  the  number  ofj 

facturer  of  the  substance  that  powers  it  different  plastics  used  in  a  subassembly, 

would  work  together  in  the  cause  of  effi-  such  as  a  dashboard,  which  can  incor 

ciency.  This  has  not,  however,  always  porate  more  than  a  dozen  disparate  plas 

been  the  case,  and  this  new  cooperation  tic  materials.  Cutting  this  number  in 

between  refiners  and  automakers  is  an  half  would  be  a  major  positive  step 

innovation  in  itself.  Polypropylene  will  likely  emerge  as  thej 

One  of  the  results  of  this  cooperation  front-runner  as  the  number  of  plastic 
has  been  the  creation  of  oxygenated  gas,  variants  decreases,  subsequently  lessen-i 
which  enhances  the  combustion  process  ing  dependence  on  PVC  and  polyester, 
inside  the  engine.  Beginning  six  years  Polypropylene  already  accounts  for  one-: 
ago,  service  stations  in  certain  pollution-  third  of  the  plastic  used  by  the  auto 
plagued  urban  areas  were  required  to  sell  industry,  and  this  is  expected  to  rise  by 
oxygenated  fuel  in  the  winter  months.  50%  in  the  next  few  years. 
The  EPA  says  the  program  has  been  Dr.  Sandy  Labana,  who  heads  the 
instrumental  in  reducing  the  number  of  VRP,  says  that  it  has  achieved  its  goal  of 
days  these  areas  exceeded  federal  carbon-  finding  ways  to  remove  95%  of  a  to-be- 
monoxide  standards.  recycled  car's  or  truck's  fluids  (i.e.,  fuel 

An  oil  industry  spokesperson  esti-  oil,  transmission  fluid,  etc.)  in  20  min- 

mates  that  the  oxygenation  process  adds  utes  or  less.  According  to  Dr.  Labana,  a 

three  to  five  cents  per  gallon  to  the  price  this  improved  rate  of  removal,  drainin 


of  gasoline  at  the  pump. 

The  Greening  of  Detroit 

For  some  years  now,  automobiles  have 
been  redesigned  to  meet  the  require- 
ments of  the  Clean  Air  Act.  For  exam- 
ple, ozone-depleting  chlorofluoro- 
carbons  have  been  absent  from  air-con- 
ditioning systems  in  new  vehicles  for 
more  than  three  years.  Now  the  air-con- 
ditioning systems 
use  hydrofluoro- 
carbons,  which  are 
believed  not  to  erode 
the  ozone  layer. 

In  1991,  Detroit's 
Big  Three  automak- 
ers formed  a  group 
called  the  Vehicle 
Recycling  Partner- 
ship (VRP)  to  study 
new  vehicle  designs 
and  components 
that  would  sim  v 
and  expand  recycling 


a  vehicle's  fluids  —  as  opposed  tel 
dumping  them  —  becomes  profitable  tcl 
a  recycler. 


MANUFACTURING  INNOVATIONS 

All  too  often,  automaking's  most  dif- 
ficult and  costly  step  —  manufacturing! 
—  is  overlooked  when  the  subject  oil 
innovation  arises.  Nothing  could  bcl 


This  BMW  323i  is  manufactured  using  methods  and  materials 
that  will  someday  allow  the  car  to  be  easily  recycled. 


HOWEVER  WELL 


DRESSED  YOU  ARE 


FOR  THE  WEATHER 


you  can  still  get  goose  bumps. 


'ith   the   refined   acceleration   of   a   290hp   V8   and   speed-sensitive    rack-and-  jAGUApT? 

mon  steering,  the  Jaguar  XJ8  can  give  you  the  most  exhilarating  run  of  the  day.     A  new  breeder  jaguar 
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The  1999  Jeep  Grand  Cherokee  has  a  powerful 
V-8  engine  that  benefits  from  precise  machining 


Precision  Measurement 

A  major  contributor  to  excellence  in 

quality  control  is  precision 

measurement     and 

machining.  After  all,  if  a 

part  is  the  wrong  size  to 

begin  with,  how  can  it 

possibly  fit  properly?  The 

answer  is,  of  course,  that  it 

can't.  The  industry  has  used 

laser  measurement  for  some 


more  unjust.  The  progress  of  manufac-  time  now,  but  improvements  in  mea- 

turing  is  arguably  the  industry's  most  suring   and   machining  continue   to 

stunning  showcase  for  advancement.  We  appear. 

have  already  become  familiar  with  such  One  of  the  engines  used  in  the  Jeep 

things  as  robotics,  laser  measurement,  Grand  Cherokee  is  a  4.7-liter  V-8  with 

effective  teaming  among  the  technicians  aluminum  cylinder  heads.  The  precision 

who    assemble    cars    and    constant  machining  system  that  finishes  the 

improvements  in  quality  control.  Some  heads  at  Chrysler's  new  Mack  Avenue 

examples  of  current  innovations  in  man-  Engine  Plant  in  Detroit  can  measure  its 

ufacturing  are,  however,  worthy  of  note,  performance  with  startling  accuracy. 


"Our  systems  can  hold  tolerances  to 
within  10  microns,  approximately  one- 
sixth  the  width  of  a  human  hair, 
throughout  a  production  run  that  could 
well  exceed  500,000  engines  annually," 
says  Charles  E.  Wolfbauer,  president  of 
Lamb  Technicon  Machining  Systems, 
which  provided  the  system  to  Chrysler.: 
The  consumer  benefit:  precision  and 
repeatability  that  ensures  superior  emis- 
sions performance,  reliability  and  fuel 
efficiency  from  every  engine  sold. 

New  Materials 

From  carbon-fiber  to  ever-evolving 
forms  of  plastic,  automakers  continue  to 
seek  weight  reduction  that  doesn't  sacri^ 
fice  functionality.  Audi's  A8  luxury 
sedan  is  all  aluminum,  and  Ford  has 
shown  an  aluminum  Taurus.  Though 
this  lightweight  metal  has  been  around. 
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for  many  years,  it  is  now  achieving  whose  potential  has  by  no  means  been 
wider  use.  completely  realized. 

Advancements  continue  in  the  appli-  Mitsubishi  has  developed  a  strong, 

cation  of  one  of  the  oldest  material?  lightweight  compound  material  that  is 
used  in  the  manufacture  of  vehicles:  25%  lighter  than  fiberglass.  This  corn- 
steel.  The  auto  and  steel  industries  have  pound  is  already  in  use  in  the  roof-rack 
developed  thinner,  lighter-weight  steel  rails  and  brackets  on  the  company's 
that  does  not  sacrifice  strength.  Steel  newly  introduced  Pajero  sport-utility 
remains  a  useful,  economical  material      vehicle. 

Magnesium, 
another  light- 
weight metal, 
may  also  see 
increased  appli- 
cations. Once 
avoided  because 
it  is  a  highly 
combustible  sub- 
stance, magne- 

This  machining  system  at  Chrysler's  Mack  Avenue  Engine  Plant  in  Detroit    SIum  aHOVS  wnl 
can  hold  tolerances  as  minute  as  one-sixth  the  width  of  a  human  hair.       likely  be  used  in 


such  locations  as  seat  frames  and  dash- 
boards (as  braces),  where  the  material  is 
not  exposed.  These  safer  magnesium 
alloys  could  also  replace  aluminum  in 
transmission  housings  and  engine 
blocks. 

The  appearance  of  more  and  more 
new  materials  in  production  vehicles 
reflects  the  determination  of  automak- 
ers to  develop  and  utilize  them  in 
the  assembly  of  new  vehicles,  rarely  an 
easy  task. 

Fighting  the  Weight  Battle 

Lighter  cars  use  less  fuel  than  heavier 
cars  and  require  fewer  amounts  of  raw 
materials  such  as  steel.  Slightly  less  than 
one-third  of  fuel  consumption  is  depen- 
dent on  a  car's  weight,  yet  the  weight  of 
the  average  car  has  risen  more  than  200 
pounds  in  the  last  decade.  Thus  the 


At  Dana  Corporation,  there's  only  one  way  to  look  at  any  vehicle. 
From  underneath.  Because  that's  where  you'll  see  the  innovative 
Dana  systems  and  components  that  help  car,  truck  and  off -high  way 


TO  US,  THERE'S  ONLY  ONE  WAY  TO 
LOOK  AT  ANY  VEHICLE. 


vehicle  manufacturers  around 
the  world  stay  ahead  of  their 
schedule  for  the  future.  Be  it 


a  complete  rolling  chassis  or  an  axle  with  Hydra-Lok"'  four-wheel 
drive.  Dana  is  more  than  just  a  systems  supplier  with  factories  all 
over  the  globe.  We're  an  idea  factory.  Visit  us  at  www.dana.com 
and  discover  how  we  can  serve  you  under  the  vehicle  and  under 
the  hood  around  the  world,  ffopfaftfidt^/ffaffafftiy 


Advertisement  23 


The  1999 

Park  Avenue  Ultra  has 
supercharged  V-6  engine  that's 
as  powerful  as  some  V-8s. 

need  for  lightweight  materials. 


called  a  supercharger  deserves  mention. 
The  1999  Buick  Park  Avenue 
Ultra's  3800  Series  II 
engine  (a  3.8-liter 
V-6)  is  equipped 
with  a  supercharg- 
er, which  increases 
the  volume  of  air  in 
the  engine's  six  cylinders 
and  makes  the  combustion  cycle  more 
efficient.  More  efficiency  translates  into 
higher  horsepower  —  240  for  the  super- 


About  half  of  the  weight  increase  is  charged  engine  and  205  for  the  normal- 
due  to  new  safety  devices  (air  bags,  side-  ly  aspirated  3800  V-6  —  and,  in  the 
impact  girders  and  related  systems).  case  of  the  Park  Avenue  Ultra,  permits  a 
Emission-control  equipment  added  20  V-6-powered  luxury  car  to  deliver  per- 
pounds,  and  creature  comforts  added  in  formance  that  most  drivers  would  asso- 
response  to  consumer  demand  stacked  ciate  with  a  larger  engine, 
on  another  80  pounds. 

Because  a  vehicle's  body  represents      Building  a  Plastic  Car 
between  20%  and  30%  of  the  total  Chrysler  and  its  suppliers  have  devel 

weight,  it's  easy  to  see  why  aluminum  oped  a  processing  technology 
—  which  could  reduce  a  full-size  car's  that  could  revolutionize  the 
weight  by  as  much  as  300  pounds  —  way  the  company 
might  make  sense,  once  manufacturing  makes  cars  and  trucks, 
operations  are  adapted  to  its  use.  A  provided  there  are 
weight  loss  of  that  magnitude  could  solutions  to  the 
allow  a  V-6  engine  to  provide  the  same  remaining  issues.  Th 
or  nearly  the  same  performance  as  a  V-8  Composite  Concept  Vehicle 
because  less  weight  requires  less  horse-  (CCV)  is  an  automotive  application  of 
power.  This  is  the  reason  that  we  will  injection-molding  technology  that  uses 
likely  see  aluminium  used  in  more  and  the  same  material  found  in  plastic  drink 
more  engine-building  applications.  bottles.  "Before  now,  you  could  have  a 

As  for  extracting  more  power  from  lightweight  car  made  of  expensive, 
V-6  engines,  the  modern  application  of  exotic  materials  or  you  could  have  an 
an  established  power-enhancing  device      affordable  car,  bur  you  could  not  have 

both,"  says  an 
engineering  exec- 
utive at  Chrysler. 
In  addition  to 
the  innovations 
in  processing,  the 
CCV  may  repre- 
sent the  first 
modern    vehicle 

ever       designed 
The  supercharged  Buick  3800  series  V-6  produces  & 

240  horsepi  wer  and  also  saves  weight.  specifically      for 


the  emerging  markets  of  the  world 
Introduced  earlier  this  year,  the  CCV  i 
a  50-mile-per-gallon,  nearly  100%-req 
clable  sedan.  It  incorporates  the  dura 
bility    and    extra    ground    clearance 
required  for  most  undeveloped  roads, 
and  would  be  comperitively  priceij 
between  a  motorcycle  and  traditions 
entry-level  car  or  truck.  The  five-pa 
senger  CCV  fulfills  its  design  goals  o| 
efficiency,  affordability  and  utility  b| 
means  of  its  easy-to-assemble,  manufac 
turing-driven  design  and  what  may  bl 
the  industry's  most  advanced  form  ol 
thermoplastic-injection  molding. 

This  manufacturing-driven  approacll 
for  fast  and  easy  assembly  resulted  in  a  I 


Chrysler' 
Composite  Concept  Vehicl 
is  made  with  the  same  technolog 
that  creates  plastic  soft-drink  bottle: 

number  of  innovations:  The  number  o 
pieces  required  to  produce  the  vehicl 
was  cut  by  75%,  to  about  1,100.  Th 
body  consists  of  only  four  large  com 
posite  sections  that  are  fit  and  bondei 
together.  And  it  is  the  first  all-injectioi 
molded  car  where  the  only  use  of  sreel  i 
in  the  frame  chassis. 

Mercedes-Benz's  Smart  car,  abour  t> 
go  on  sale  in  Germany,  seats  two  am 
has  interchangeable  plastic  body  panel 
that  permit  an  entire  new  exterior  to  b 
installed  in  less  than  one  hour.  Th 
body  is  scratch-resistant  and  light 
weight.  The  merger  of  Daimler-Ben 
(Mercedes-Benz's  parent)  and  Chryslei 
and  the  interest  of  both  companies  ii 
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IN  LOW  TRACTION  CONDITIONS, 

QUADRA-DRIVE  FINDS  AN  ELIGIBLE  RECEIVER 

AND  SENDS  ALL  THE  POWER  TO  IT 


AND  YOU  THOUGHT  QUARTERBACKS  HAD  TO  THINK  FAST) 


Now  there's  a  revolutionary  new  four-wheel  drive 
stem  that  does  the  thinking,  and  the  work,  for  you. 

Introducing  Quadra-Drive,  our  most  advanced 
ur-wheel  drive  system  ever.  If  only  one  wheel  has 
action,  Quadra-Drive  seeks  that  wheel  out,  then 


transfers  all  the  power*  to  it.  And,  unlike  some 
other  systems,  it  works  both  front-to-rear  and  side- 
to-side.  In  fact,  Quadra-Drive  is  the  only  system  in 
the  world  that  delivers  maximum  power  all  the 
time.  So  Jeepw  Grand  Cherokee  can  pull  you  out  of 
situations  other  4x4s  just  couldn't  handle. 

For  further  information  about  our  newest, 
most  capable  sport  utility  ever,**  please  visit  us 
online  at  www.jeep.com  or  call  1-800-925-JEEP. 


Jeep 


There's    Only   One 


THE       A   L   L  -    N    E.W       JEEP     GRAND       CHEROKEE 

THE    MOST    CAPABLE    SPORT    UTILITY    EVER* 


*Sends  100%  of  the  developed  engine  torque.  **Based  on  AMCI  overall  on-  and  off-road  performance  tests  using  Grand  Cherokee  with  available 
Quadra-Drive ™  and  V8  engine.  TOptional.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 
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The  Robert  Bosch 

Corporation's  Electronic 

Stability  Program  (ESP) 

automatically  helps 

a  vehicle  correct 

for  skid 

HLx\         situations. 


plastic  materials  for  automaking,  could 
speed  the  growth  of  plastics  use  in  the 
United  States. 


SAFETY  INNOVATIONS 

It  seems  difficult  to  believe  the  idea  of 
selecting  a  car  for  its  safety  features  was 
once  as  foreign  to  motorists  as  the  horse 
and  buggy.  But  this  has  changed.  Most 

—  though  not  enough  —  Americans 
use  their  seat  belts,  the  basic  first  step  in 
occupant  safety,  and  most  believe  in  the 
overall  efficacy  of  air  bags,  despite  some 
recent  bad  publicity  involving  unex- 
pected deployment.  Injuries  from  air  bag 
deployment  —  unexpected  or  otherwise 

—  have  involved  a  disproportionate 
number  of  small  women,  leading  the 
U.S.  secretary  of  transportation  to  call 
for  crash  dummies  that  replicate  women 
of  small  stature.  Previously,  crash 
dummies  were  adult  males  only, 
although  for  many  years,  safety  experts 
at  General  Motors  have  focused  on  the 
unique  needs  of  women  in  crashes. 
More  and  more  attention  has  also  been 
given  to  child  safety.  We've  come  a  long 
way  since  the  days  when  a  mother  rode 
in  the  front  sear  with  her  child  in  her 
arms.  Child-safety  seats,  now  built  into 
many  products,  are  a  staple  of  child 
rearing.  Today,  safety  is  of  paramount 
concern  to  everyone  involved  in 
automaking,  from  manufacturers  to 
suppliers,  to  the  goven-ncnt  and  to 
consumers. 


Automated  Highway 
Development 

The    automated    highway   system, 


processes  this  data  and  controls  a  servo 
motor  added  to  the  LeSabre's  power 
steering  system.  To  maintain  speed  anc 
a  safe  distance  from  other  vehicles, 
sensitive  radar  system  precisely  locate 
the  cars  ahead  and  behind.  Radar  sen 
sors  communicate  with  the  onboarc 
computer,  which  can  instantaneously 
control  the  brake  and  throttle  functions 
One  journalist  says,  "When  all  th< 
systems  are  working,  driving  become 
riding.  It's  an  eerie  feeling  to  be  sittinr 
behind  a  steering  wheel  which  turn 


about  which  much  has  been  written,  has  itself  while  you  try  to  keep  your  righ 

reached  the  point  where  researchers  at  foot  away  from  the  brake  and  accelera 

the  University  of  California's  Berkeley  tor  pedals." 

campus  have  boldly  offered  test  drives  Eventually,  as  highways  equipped  fo 

to  journalists.  The  stated  goals  of  an  automated  operation  increase,  automau 

automated  highway  system  are  anything  ed-highway  components  will  be  inte 

but  modest:  relieve  traffic  congestion,  grated  into  future  vehicles, 
avoid    the    cost    and    environmental 


impact  of  building  new  roads,  have 
fewer  traffic  accidents  and  related  delays, 
allow  higher  speeds  and  take  stress  out 
of  driving  in  traffic. 


Anti-Whiplash 

All  of  us  dread  being  rear-ended  b; 
another  automobile,  and  now  Delph 
Automotive  Systems  has  done  some 


The  system,  being  developed  by  a  thing  about  it.  A  new  seat  and  head 
government-private  industry  consor-  restraint  system  that  the  company  call 
tium,  uses  a  typical  American  family  the  Catcher's  Mitt  cradles  the  motorist 
sedan,  the  Buick  LeSabre.  The  car  body  during  a  collision  in  much  th 
debuted  last  summer  in  a  demonstration  same  way  a  baseball  glove  envelops 
held  at  an  off-highway  site,  and  10  of     baseball. 

them    are    now    operated    by    non-  In  a  rear-end  collision,  the  occupan 

researchers  over  a  specially 
fitted  stretch  of  Interstate 
1 5  near  San  Diego,  Calif. 

The  LeSabre  "robocars" 
have  been  fitted  with  mag- 
netometers, sensors  and 
computers  that  are  mount- 
ed in  small  boxes  on  the 
front  and  rear  bumpers. 
The  devices  detect  mag- 
netic  fields   emitted   by 

cigar-shaped  ceramic  mag- 

The  yaw  rate  sensor  is  the  heart  of  the  Electronic 

nets  implanted  every  four  _.  .....    n  ,„..  T.  ,   _       ... 

'  Stability  Program  (ESP).  The  sensor  s  measuring 

feet  along  the  roadway.  A  element  will  go  through  a  heat  aging  process 

Pentium     computer     then  to  ensure  operational  stability. 
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Take  a  wet  hairpin 
turn  going  too  fast 
and  this  diagram 
suddenly  makes 
a  lot  of  sense. 


w 


©1998  Robert  Bosch  Corporation. 


What  may  look  like  a  confusing  diagram  is  actually 
a  formula  for  a  safer  car.  It  describes,  in  technical 
terms,  the  Bosch  Electronic  Stability  Program  (ESP) 
safety  system.  ESP  allows  cars  to  better  follow  the 
intended  line  of  travel  even  on  wet  or  icy  pavement. 
Which  means  more  control  and  less  sliding  in  severe 
conditions.  Here's  how  it  works.  As  soon  as  an  appar- 
ent slide  is  detected  by  the  system,  the  ESP  generates 
a  counteracting  movement  by  intervening  with  the 
brakes,  the  engine  and  the  transmission.  So  the  driver 
keeps  better  control  of  the  car.  ESP  from  Bosch  is 
another  example  of  how  we  help  make  vehicles  safer, 
no  matter  how  complicated  it  looks. 

We  bring  innovation 


BOSCH 
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Using  improvements  in  seat  design,  General  Motors,  Volvo  and  other  manufacturers 
have  made  forward  strides  in  reducing  whiplash  injuries. 


Electronic  Stability 


past  the  glare  of  an  oncoming  car'f 
headlights.  Once  danger  is  detected,  the 
system  displays  black-and-white  image*! 
*  that  resemble  photo  negatives  on  th 
lower  part  of  the  windshield  in  an  are 
about  four  inches  high  and  10  inche 
wide.  The  system  is  heat  sensitive  an 
can  even  detect  a  person  lurking  in  th 
bushes  as  you  park  in  your  driveway. 

"It's  a  supplementary  system,"  say.* 
John  Smith,  general  manager  of  GM's 
Cadillac  Division.  "You're  going  to  bt 
able  to  see  three  to  five  times  farthei 


pot 


:mn 
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of  the  struck  car  is  usually  injured 

because  his  head  and  torso  move  in  Hardly  idle  since  providing  Volkswa-      down  the  road  than  with  your  low 

opposite  directions.  The  head  is  thrown      gen  with  the  first  onboard  computer  in      beams  and  three  times  farther  than  with 
back  by  the  force  of  the  crash,  and  the      1968,  the  Robert  Bosch  Corporation      your  high  beams."  Regular  headlight: 
torso  is  first  shoved  forward  and  then      recently  introduced  its  Electronic  Sta-      allow  a  driver  to  see  about  100  yards 
backward.  To  minimize  these  forces  in      bility  Program,  or  ESP.  This  is  an  exten-      With  night  vision,  drivers  should  bt    My 
opposition,  Delphi  engineers,  in  effect,      sion  of  traction  control  and  antilock      able  to  see  up  to  500  yards, 
used  the  crash  energy  to  keep  passengers      braking  systems,  and  it  maintains  sta- 

pressed  into  their  seats.  The  engineers  bility  instantaneously  in  most  skid  situ-  Automatic  S.O.S. 
had  a  steel  frame  built  around  the  outer  ations.  ESP  operates  independently  of  You  may  already  have  a  navigatior 
dimension  of  the  seat  and  a  horizontal  the  driver's  action  even  when  the  car  is  system  in  your  car  that  tells  you  when 
bar  placed  in  the  seat  back  as  a  lumbar  free-rolling.  Once  it  senses  a  loss  of  sta-  you  are  and  how  to  get  where  you  want 
support.  On  impact  the  head  restraint  bility,  such  as  a  lateral  skid,  the  system  to  be.  But  we  will  soon  see  systems  tha 
rises  and  pushes  the  head  forward.  The  may  activate  an  individual  wheel  brake  tell  others  where  you  are.  A  Japanesi 
head  restraint  stays  with  the  seat  as  it  or  any  combination  of  the  four,  stabiliz-  consortium  that  includes  Daimler-Ben: 
moves  backward,  creating  what  Delphi  ing  the  vehicle  and  reducing  the  danger  Japan,  Matsushita  Electric  and  Nippoi 
calls  the  "catcher's  mitt  effect:"  the  head      of  an  uncontrolled  skid.  Telegraph  and  Telephone  is  offering  ai 

and  body  move  together,  and  the  seat  auto-safety  service  that  automaticall; 

cradles  the  occupant  and  pulls  him      Night  Vision  notifies  authorities  in  the  event  of  ai 

downward  on  impact.  General  Motors  will  offer  a  night-      accident  or  other  emergency.  The  ser 

A  Delphi  executive  has  said  that  the  vision  system  option  on  some  Cadillacs,  vice,  launched  on  September  1 ,  consist 
new  system  could  reduce  whiplash  starting  with  the  year  2000  model.  The  of  an  onboard  sensor  that  senses  th 
injuries  by  as  much  as  40%.  system   uses   infrared   technology  to      activation  of  air  bags,  belt  tensioners  o 

Volvo,  a  company  that  has  worked  detect  people  or  animals  in  the  dark  or  a  vehicle  rollover  and  transmits  the  car 
hard  to  develop  a  reputation  for  safery- 
mindedness,  calls  us  anti-whiplash 
system  WHIPS  (Whiplash  Protection 
Sysrem).  Aimed  at  preventing  or  reduc- 
ing neck  and  back  injuries  in  a  rear-end 
collision,  the  front-seal  backrest  moves 
backward  and  the  head  ind  upper  body 
are  supported  in  a  uniform  manner.  The 
backrest  then  tips  back  trd  to  prevent 
the  forward  whiplashlike  nent. 


.-,., 


teen; 


General  Motors  will  offer  an  infrared  night-vision  system  on  some  of  its  year  2000  models. 
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Sponsor  We 


Modern  pickup  trucks,  such  as  this  GMC  Sierra,  benefit  from  ergonomic  engineering 
that  optimally  locates  controls  and  instruments. 

rgistration  number,  location  and  time  the  road  in  order  to  find  the  desired 

t  accident  to  an  operations  center.  The  control.   More   and   more  cars   have 

perator  then  notifies  the  police  and  fire  reduced  their  controls  to  a  safe  common 

I  departments  after  confirming  the  details  denominator.  And  the  progress  is  not 

of  the  incident.  The  system  can  also  be  limited  to  cars.  New  GMC  pickups 

(driver-activated.    Daimler-Benz    was  allow  the  driver  to  adjust  the  truck's 

involved  in  the  introduction  of  a  simi-  Bose    sound    system    using    controls 

lar  system  in  Germany  earlier  this  year.  mounted  on  the  steering  wheel. 


Ergonomics  Contributes 
To  Safety 

Ergonomics,  reduced  to  its  simplest 
automotive  definition,  is  the  placement 
of  controls  and  other  components  and 
devices  that  ate  driver-used  or  driver- 
operated  in  the  best  possible  locations. 
Automakers  devote  an  extraordinary 
amount  of  research  and  development 
time  on  ergonomics,  not  just  for 
customer  convenience,  but  for  safety 
reasons. 

Putting  often-used  controls  as  close  to 
the  steering  wheel  as  possible  helps  the 
drfver  maintain  concentration.  For 
example,  if  a  sudden  downpour  erases 
visibility,  the  driver  does  not  have  to 
search  tor  the  wiper  control  or  take  his 
hand  completely  off  the  wheel  in  order 
to  operate  the  switch.  Proper  lighting  of 
controls  and  creating  distinctive  surfaces 
identifiable  to  the  touch  also  aid  the 
safety  effort.  If  you  want  to  adjust  the 
climate-control  system  or  change  a  radio 
station  in  the  dark  of  night,  you  should 
not  have  to  turn  on  a  light,  take  your 
hand  off  the  wheel  or  take  your  eyes  off 


A  BRIGHT  FUTURE 

Think  back  to  the  first  car  you  ever 
owned.  If  you're  age  60  or  over,  there's  a 
good  chance  it  didn't  have  air-condi- 
tioning, let  alone  power-assisted  brakes 
or  steering.  If  you're  50-something,  you 
might  have  had  air-conditioning,  but 
you  didn't  have  fuel  injection.  Those  of 
you  who  are  around  40  might  have  had 
a  fuel-injected  engine  in  your  first  car, 
but  you  probably  drove  one  of  those 
choked-down  monstrosities  so  prevalent 
in  the  early  years  of  emission-control 
efforts.  The  30-year-olds  among  you 
had  it  a  lot  better,  but  antilock  brakes 
and  traction  control  were  still  in  the 
future.  Those  drivers  starting  out  today 
have  it  far  better.  And,  as  we've  seen, 
those  who  begin  driving  with  the  arrival 
of  the  millennium,  or  shortly  thereafter, 
will  see  innovations  on  their  cars  that 
were  once  only  dreams. 

William  Jeanes  is  the  former 
publisher  of  Car  and  Driver  and 

Road  &  Track  and  is  a  former 
editor-in-chief  of  Car  and  Driver. 


BMW  of  North  America 

www.bmwusa.com 


Robert  Bosch  GmbH 

www.bosch.de 


Buick  Park  Avenue 

www.parkavenue.buick.com 


Cadillac  Motor  Car  Division 

www.cadillac.com 

Chrysler  Corporation 

www.chrysler.com 


Dana  Corporation 

www.dana.com 


Delphi  Automotive  Systems 

www.delphiauto.com 


GMC  Truck 

www.gmc.com 


Jaguar  Cars 

www.j  aguarcars.com 


Jeep  Grand  Cherokee 

www.jeep.com 


SAAB  Cars  USA 

www.saabusa.com 


Volvo  Cars  of  North  America 

www.volvocars.com 


Buy  it 
for  the  day 
you  sell  it. 

That's  the  day  you'll  find  out  what  your 
investment's  really  worth.  If  you  bought  a  GM 
vehicle,  statistics  show  it  will  be  worth  more. 
Because  since  1990,  on  average,  General  Motors 
cars  and  trucks  have  had  the  highest  resale 
value  of  any  U.S.  automaker*  And  with  every 
GM  car  engineered  to  go  100,000  miles  before 
the  first  scheduled  tune-up,  150,000  miles 
between  coolant  replacements  and  no  timing 
adjustments  ever,**  you'll  be  miles  (and  dolla 
ahead.  At  GM,  value  comes  from  delivering 
the  things  people  want  most.  And  from 
building  cars  and  trucks  you  can  count  on 
down  the  road. 


i  overall  average  MSRP  vs.  trade-in  value  of  1990-1997  pa' 
truck  models.  Sources:  National  Autu  Research  Black  Book  Official  U 
"Maintenance  needs  vary  with  different  uses  and  driving  conditi 


mm 


ii* 


.  i 
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www.gm.com 


General  Motors  Corporation ' 
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strategies 


By  James  Champy 


Wasteful  meetings 


r? 


There's  an  ancient  idea  in  legal  circles 
that  a  group  is  more  likely  to  solve  a  prob- 
lem or  discover  the  truth  than  a  single 
person  working  alone.  "Twelve  honest" 
jurors  is  one  of  the  precepts  of  the  Anglo- 
Saxon  jury  system. 

It's  a  very  valid  idea:  Good  minds — better 
yet,  great  minds — can  do  extraordinary 
work  when  focused  on  the  right  problem. 
That's  what  makes  research  universities  so 
special.  But  in  internal  company  meetings, 
just  the  opposite  appears  to  happen:  Most 
w  aste  valuable  time  that  could  be 
better  spent  on  real  problems. 
These  time -wasters  come  in  dif- 
ferent forms:  Here's  how  to 
identify'  them. 

Progress  reports:  Reviews  of 
numbers  no  one  wants  to  hear  or 
may  have  heard  already.  Dubbed 
"operations  meetings,"  they  are 
uniformly  never  held  until  it's 
too  late  to  do  anything  about 
last  month's  performance. 

Beauty  pageants:  Presentations      wm—mmmm 
intended  to  please  managers. 
Little  is  accomplished  because  there's  never 
a  customer  in  sight. 

Informational  meetings:  Held  to  get 
approval  for  work  under  way.  In  reality  they 
stop  progress  as  political  issues — implicitly 
or  explicitly — are  put  on  the  table. 

Foreign  policy  meetings:  People  from  large, 
fragmented  companies  come  together  to 
enact  business  rituals.  One  manager  told  me 
these  sessions  are  like  "foreign  countries 
negotiating  treaties." 

Planning  meetings:  The  problem  here  is 
that  the  planning  never  stops.  Often  such 
meetings  are  heavily  populated  by  well- 
intended  staff  people  who  don't  have  the 
power  to  act.  Or  maybe  it's  because  man- 
agers see  less  risk  in  planning  than  in  action. 

We  are  now  at  the  risk  of  technology, 
such  as  videoconferencing  and  groupware, 
automating  these  wasteful  management 
processes.  I'm  inclined  to  advise  clients  to 
ban  internal  meetings  involving  more  than 
two  people.  Time  has  become  a  manager's 
most  critical  asset.  I  suggest  that  multiper- 
son  meetings  should  only  be  held  when 
they  do  one  of  the  following: 


Most  meetings 
waste  valuable 
time  that 
could  be  bet- 
ter spent  on 
real  problems. 


Resolve  a  customer  problem  or  need.  Re- 
member, these  people  pay  for  what  we  do. 
Create  a  new  way  for  an  organization  to 
do  its  work.  Corporate  change  and  renewal 
require  the  effort  of  collective  thought  and 
the  alignment  of  senior  management. 

Solve  a  systemic  business  problem.  Meetings 
often  recur  because  something  in  the  business 
remains  broken.  Be  sure  that  you  are  working 
on  the  real  problem,  not  just  the  symptoms. 

It's  useful  for  people  to  spend  time  in 
meetings  to  get  to  know  each  other,  to 
understand  each  other's  style, 
values,  beliefs  and  even  preju- 
dices. Technologies  like  E-mail 
and  videoconferencing  can  be 
most  effective  when  the  people 
using  them  know  each  other. 
But  the  ultimate  test  of  the 
value  of  any  multiperson  compa- 
ny meeting  lies  in  the  answer  to 
two  questions. 

First:  Was  there  enough  open 
debate  to  get  to  the  truth  of 
mmmm—mm      what's  happening  in  the  markets, 
the  business  and  our  minds? 
Second,  and  most  important:  Did  the 
meeting  result  in  real  actions? 

Perhaps  the  most  dramatic  meeting  in 
modern  times  was  held  in  a  room  in  Eng- 
land in  the  early  morning  of  June  5,  1944. 
Outside,  a  driving  rain  and  howling  wind 
rattled  the  French  windows.  The  Allies'  top 
generals  and  admirals  debated  a  go/no-go 
for  D  day,  an  undertaking  already  delayed  a 
day  because  of  bad  weather.  One  hundred 
seventy-five  thousand  British,  French,  Cana- 
dian and  American  troops  waited  anxiously 
on  transports  in  the  English  Channel,  as  did 
paratroopers  at  British  airfields. 

Dwight  Eisenhower  listened  to  the  chief 
meteorologist,  a  dour  Scotsman  named 
J.M.  Stagg,  who  predicted  clearing  weath- 
er— even  though  the  storm  seemed  to  be 
getting  worse.  Eisenhower  then  polled  all 
the  ranking  officers.  There  were  serious  dif- 
ferences of  opinion.  Air  Vice  Marshal  Sir 
Trafford  Leigh-Mallory  urged  postpone- 
ment until  June  19.  But  when  all  had 
spoken,  Eisenhower  ended  the  meeting 
with  his  final  decision. 

"Okay,"  Ike  said,  "let's  go."  Hi 


James  Champy,  coauthor  of  Reengineering  the  Corporation,  is  chairman  of  consulting  for  Perot  Systems  Corp. 
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Peter  Drucker  says  the  old  assumptions 

about  management  no  longer  apply.  Roger  Sant 

and  Dennis  Bakke  figured  that  out  17  years  ago  and  thereby 

created  a  unique  and  highly  successful  company. 

Throwing  awa 

TZ\r  Plurllic  Rprmin  ^ 


By  Phyllis  Berman 

Smart  entrepreneurs  today  are 
reinventing  the  business  corporation, 
and  not  all  the  action  is  from  the  T- 
shirt-and-sandals  crowd  in  Silicon 
Valley.  A  couple  of  relatively  but- 
toned-down  guys,  Roger  Sant,  68, 
and  Dennis  Bakke,  53,  have  designed 
a  unique  business  that  is — even  amid 
the  chaos  in  international  markets — 
helping  provide  developing  countries 
with  desperately  needed  electric 
power.  To  an  outside  observer  it  is 
not  always  clear  whether  AES  (origi- 
nally Applied  Energy  Services)  is  a 
business  or  a  religion. 

Quietly,  and  scarcely  noticed  by  the 
media,  Sant  and  Bakke  built  a  com- 
pany with  a  market  capitalization  of 
$6  billion  based  on  a  single  idea. 

Created  only  in  1981,  AES  of 
Arlington,  Va.  has  already  become 
the  world's  largest  privately  owned 
generator  of  electricity.  It  operates 
100  plants  in  19  countries,  producing 
3 1 ,000  megawatts — the  equivalent  of 
lighting  half  the  U.K.  In  addition,  it 
owns  7  companies  that  distribute 
electricity  to  12  million  customers. 


Last  year  AES  produced  revenues 
of  $1.5  billion  and  profits  of  $185 
million.  This  year  revenues  should 
be  $2.6  billion;  earnings  will  still 
grow  to  $297  million  despite  con- 
cerns about  the  global  economy, 
according  to  Ray  Niles,  analyst  at 
Schroder  &  Co. 

In  the  beginning  was  the  idea. 

The  idea  began  to  germinate  in  the 
mid-70s  not  long  after  Sant  left  his 
post  teaching  finance  at  the  Stanford 
Graduate  School  of  Business  to  head 
up  energy  conservation  programs  at 
the  old  Federal  Energy  Administra- 
tion. Those  were  the  days  of  the 
"energy  crisis"  and  lines  at  gas  sta- 
tions, and  energy  was  an  exciting 
place  to  be.  John  Sawhill,  now  head 
of  the  Nature  Conservancy,  was  head 
of  the  FEA.  He  recruited  Sant  and 
demanded  that  Sant  accept  Sawhill's 
own  assistant  Bakke,  a  Harvard 
M.B.A.,  as  his  deputy. 

At  the  time  Sant  and  Bakke  had 
fairly  conventional  ideas  about 
energy.  It  was  a  scarce  resource  and 
had  to  be  hoarded.  Those  were  days 


when  reformers  were  trying  to  per 
suade  Americans  to  abandon  cars  foil 
bicycles  and  to  take  cold  showers  tcl 
conserve  energy.  Bakke  and  Sanf 
came  up  with  the  idea  of  dimming! 
the  lights  on  the  Lincoln  Memorial  a:J 
a  symbol  for  energy  conservation! 
"We  did  some  crazy  things,"  conf 
cedes  Bakke. 

But  it  dawned  on  the  pair  thai 
Americans  were  not  going  to  give  upl 
their  big,  comfortable  cars  readily  o:J 
wear  bulky  sweaters  in  lieu  of  turning 
up  the  thermostat.  Since  people  were 
not  about  to  forgo  the  comforts  oJ 
industrial  civilization,  making  powe :<[ 
plants  more  efficient  was  a  betteJ 
alternative  than  trying  to  use  les:| 
energy.  (Later  the  two  would  com<i 
to  realize  that  people  in  developing 
nations  weren't  going  to  accept  per  I 
petual  poverty. )  "And  so  we  came  uu 
with  a  broader  context,"  says  Santl 
"Our  goal  became  not  to  use  les.j 
energy  but  to  produce  those  serf 
vices — heat,  light  and  power — at  th<i 
lowest  possible  cost." 

The  duo,  by  then  close  friends I 


Growth  the  AES  way:  Leverage  is  good— as  long  as  it's  nonrecourse. 


Total  assets  ($millions) 


$12,000 
10,000 
8,000 
6,000 
4,000 
2,000 

^^f\'           1    :    ! 

0 

7            '90            '93            '96  '98 

•As  of  June  30. 

Project  and  corporate  debt  ($millions)  Equity  investment  ($millions) 

$5,000 


'93  '96  '98* 

Source:  AES  Corp. 
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Roger  Sant  (left) 
land  Dennis  Bakke 
Their  key  idea:  that 
employees  could  do 
more  than  they  dared 
to  dream. 


3f 


, 


quit  their  government  jobs  and  spent 
a  few  years  elucidating  these  insights 
at  a  research  institute  associated  with 
Carnegie-Mellon  University  and  at 
the  same  time  tried  to  find  a  way  to 
profit  from  them.  Their  first  idea  was 
to  go  into  the  residential  energy  con- 
servation market,  but  Congress  made 
that  the  business  of  electric  utilities. 
They  decided  instead  to  build  cheap 
small  power  plants  in  the  U.S.  and 
sell  the  electricity  to  utilities  which, 
under  the  Public  Utility  Regulatory 
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Policies  Act  of  1978  (purpa),  had  to 
buy  it. 

But  even  before  the  two  entrepre- 
neurs raiseci  a  single  dollar,  they  drew 
up  a  kind  of  charter  for  their  as-yet- 
unborn  business.  It  embraced  four 
principles:  The  company  would 
always  be  a  fun  place  to  work,  mean- 
ing it  would  entrust  even  minor 
employees  with  significant  responsi- 
bility (see  boxes);  it  would  put  social 
responsibility  ahead  of  making 
money;  it  would  always  act  with 


integrity;  and  all  peopl 
with  whom  it  dealt  woulc 
be  treated  with  fairness. 
Many  businesses  clain 
to  operate  under  the  sanr 
principles,  but  Bakke  ant 
Sant  actually  built  thei 
corporate  structure 

around  them.  Indeed,  th 
principles  inform  th 
whole  company. 

But  it  takes  money  tf 
put  principles  into  prac 
tice,  and  money  wasn'i 
easy  to  come  by  for  thes 
two  former  governmeni 
employees  and  academi 
cians.  "I  had  taught  ne\ 
enterprise  at  Stanfordi 
and  I  knew  just  aboui 
everyone  in  venture  capr 
tal,"  says  Sant.  He  startec 
out  trying  to  raise  $3  mil 
lion  and  more  than  a  yea 
later  settled  for  $1.3  mill 
lion,  raised  by  Unterben 
Towbin  through  its  veni 
ture  capital  fund.  A  sma. 
stake  owned  by  a  princi 
pal  of  that  firm,  Thoma 
Unterberg,  is  worth  $2! 
million  today. 

What  edge  did  San 
and  Bakke  bring  to  th 
power  business?  The 
took  decentralization  t 
an  extent  few  companie 
would  dare,  thus  inspirin 
smart  young  people  t 
produce  prodigiou 

amounts  of  work.  The 
also  had  an  uncanny  abi 
ity  to  off-load  onto  th 
banks  the  risks  of  die  pro 
ects  these  young  peopl 
were  completing  all  ovt 
the  globe. 
Sarah  Slusser  joined  aes  in  198 
when  she  was  26  and  fresh  out  c 
Yale's  School  of  Management.  AES  ; 
the  time  had  just  two  plants  in  ope 
ation.  Equipped  with  little  more  tha 
brains,  some  academic  training  an 
aes1  principles,  she  soon  found  herse 
negotiating  multimillion-dollar  pro 
ect  loans,  making  deals  with  goven 
ment  regulatory  bodies  and  lockin 
in  huge  supplies  of  fuel.  "Doing  dea 
is  addictive,"  she  enthuses. 

Now,  36,  a  mother  of  two,  Slussi 
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was  recently  chosen  to  run  aes' 
acwly  formed  Aurora  group,  which 
covers  Central  America,  Mexico,  the 
Caribbean  and  the  Gulf  states  of  the 
LJ.S  It  is  not  senior  executives  like 
Slusser  who  do  the  deals.  It  is  the 
300  team  leaders  all  over  the 
globe — 20  of  them  working  with 
Slusser — who  will  take  on  the  kind 
of  challenges  that  she  has  taken  on 
in  the  past. 

That  group  of  300  has  identified 
120      potential       deals, 
involving  63,000  I 

megawatts  of  power,  that  | 
Ats  is  now  considering.  = 
Of  these  AES  expects  to 
complete  10  to  15  this 
year.  Many  of  the  people- 
handling  them  aren't 
much  older  than  Slusser 
was  when  she  negotiated 
her  first  deal  for  AES. 
"Most  likely  the  next 
person  at  AES  to  raise 
$500  million  will  be 
someone  who  has  never 
done  it  before,"  says  Sam. 

AES  raised  S3. 8  billion 
in  the  last  12  months,  but 
its    finance    department 
consists  of  a  single  trea- 
surer,   Barry    Sharp.    Its 
legal  department  consists 
ot  a  single  lawyer,  William 
Lurashi.  AES  has  no  public 
relations  staff.  Its  constant 
battles  with  antigrowth 
environmentalists,    both 
here  and  abroad,  are  handled  by  the 
same  eager  young  people  who  nego- 
tiate the  huge  loans  and  write  con- 
tracts with  engineering  firms. 

Although  it  has  grown  from  600 
employees  in  1991  to  10,000  today, 
Al^s  operates  without  a  personnel 
department.  It  doesn't  need  one.  Its 
principles  are  its  human  resources 
department. 

To  listen  to  Sant  and  Bakke,  it 
would  seem  they  have  little  to  do — 
they  claim  that  they  haven't  made  a 
single  decision  about  the  business  in 
the  last  year,  though  together  they 
own  26%  of  it. 

"Letting  go  of  control  was 
instinctual  with  me,"  says  Sant,  who 
never  wanted  to  feel  locked  in  by 
the  demands  of  his  job.  Sant,  in 
fact,  is  working  half-time  at  AES, 
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Up  from  the  boiler  room 


PETER  N0RGE0T,  32 

Plant  manager,  Barry,  Wales. 

Graduate  of  Massachusetts  Maritime 
Academy;  worked  for  Northeast  Util- 
ities right  out  of  college,  but  wanted  to 
flee  "the  massive  bureaucracy."  Took 
job  as  a  boiler-room  technician  at  AES' 
Thames,  Conn,  plant  in  1988.  Within 


five  years  was  designing  AES'  688- 
megawatt  gas-fired  project  at  the 
Medway  plant  in  the  U.K. 

In  Wales  in  1996  Norgeot  and  his 
team  were  pessimistic  about  getting 
bank  financing  for  the  company's  first 


spending  the  rest  of  his  working 
hours  as  chairman  of  the  World 
Wildlife  Federation. 

Bakke  took  to  letting  go  less  quick- 
ly than  his  colleague,  but  he  is  now  a 
proselytizer  on  the  subject,  explain- 
ing that  he  doesn't  run  the  business 
nor  does  he  manage  people;  his  role 
is  to  create  an  environment  that  per- 
mits and  inspires  people  to  stretch 
themselves.  "One  of  my  goals  has 
been  to  create  the  most  fun  work- 
place to  exist  since  the  Industrial  Rev- 


merchant  plant,  which  had  to  sell  at 
daily  fluctuating  market  prices.  The 
AES  team  contracted  with  Texaco  to 
provide  AES  with  gas  at  a  fixed  price, 
an  arrangement  that  enabled  AES  to 
resell  any  gas  it  didn't  want  to  use. 
With  no  need  to  operate  around  the 
clock  to  burn  the  gas,  the  Wales  plant 
runs  only  when  it  has  the  opportunity  to 
sell  its  electricity  at  a  profit. 
On  the  basis  of  this  plan, 
the  Industrial  Bank  of  Japan 
gave  90%  debt  for  project 
financing. 

Norgeot's  style  is  fittingly 
off-the-wall  for  AES.  At  the 
Barry  plant  $1  million  was 
earmarked  for  "social  respon- 
sibility" projects.  Norgeot 
gave  the  money  to  his  secre- 
tary, who  decided  to  invest  in 
a  "carbon-offset  program," 
♦  which  included  planting 
800,000  trees  in  Brazil  to 
absorb  13.5  million  tons  of 
carbon  dioxide  in  25  years, 
twice  the  emissions  from 
Barry. 

When  a  technician  forgot 
to  submit  a  bid  to  the  gov- 
ernment pool  on  a  day  when 
demand  was  high  and  prices 
at  a  peak,  he  cost  the  com- 
pany $150,000  in  a  single 
hour.  Norgeot  didn't  fire 
him,  and  the  technician 
later  proved  his  worth  by  designing  a 
daily,  fail-safe  alarm  so  the  mistake 
could  never  happen  again.  "At  North- 
east [Utilities]  he  would  have  been 
summarily  fired,"  says  Norgeot. 
-P.B.  and  Erika  Brown     ■■ 


olution  began,"  says  he. 

A  devout  Christian  of  Norwegian 
descent  whose  two  brothers  followed 
their  facher  into  the  ministry,  Bakke 
tends  to  speak  in  religious  terms: 
"The  mission  of  the  company  is  to 
give  glory  to  God  by  stewarding  the 
resources  of  the  world,"  he  says. 
Translated  into  more  mundane 
terms,  that  means  building  and 
financing  the  safest,  cleanest,  lowest- 
cost  and  most  reliable  electricity 
plants  in  the  world.  "That  is  our  call- 
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He  hadn't  seen  a  plant  before 

NAVEEO  ISMAIL,  37 

Plant  manager,  Ekibastuz,  Kazakhstan. 


With  a  master's  in  mechanical  engineering  from  MIT  and  an 
M.B.A.  from  Boston  College,  Ismail  returned  to  Pakistan. 
In  1994  Dennis  Bakke,  who  had  negotiated  a  deal  with  then- 
prime  minister  Benazir  Bhutto,  was  staffing  AES'  new  operations. 
He  hired  Ismail  to  study  the  cost  of  technology  and  fuel  for  the 
new  plant,  though  Ismail  says,  "I  had  never  even  seen  a  real 
power  plant  before."  Ismail  consulted  with  AES  employees  all 
over  the  world  and  learned  about  the  gas  turbine  combined  facil- 
ity that  AES  had  built  at  Medway  in  the  U.K.  The  first  plant  was 
up  and  running  in  Pakistan  by  the  end  of  1997.  The  plants  are 
slated  to  generate  18%  of  corporate  earnings  this  year. 

Now  Ismail  is  running  another  trouble  spot:  AES'  rickety  and 
obsolete  plant  in  Kazakhstan.  The  plant  was  in  such  bad  shape 
that  technicians  were  working  by  flashlight.  AES  has  spent  $84 
million  to  fix  it  up,  among  other  things,  putting  in  5,000  new  light- 
bulbs.  When  the  Kazakhstan  government  stopped  paying  its  bills, 


Ismail  stopped  supplying  it  and  put  the  brakes  on  improvements. 
To  stay  solvent,  he  refused  to  accept  barter  from  industrial  cus- 
tomers and  began  chasing  down  anyone  who  would  pay  hard  cur- 
rency. His  staff  bets  that  when  temperatures  plunge  to  40  below 
zero  this  winter,  even  more  customers  will  come  knocking  to  keep 
warm.  -P.B.  and  E.B.  Bi 


ing,"  says  Bakke. 

Like  Bakke,  Sant  is  deeply  influ- 
enced by  religious  principles,  though 
he  is  no  longer  the  practicing 
Mormon  he  once  was.  Says  Bakke  of 
himself  and  his  partner:  "We  wanted 
to  debunk  the  idea  that  you 
could  be  a  dirty  rotten 
scoundrel  in  business  and  yet 
be  a  saint  at  home.  We 
wanted  to  elevate  people's 
behavior  at  work  to  a  higher 
moral  plane." 

In  Bakke's  office  stands  a 
statue  of  Jesus  washing  the 
feet  of  Peter.  Bakke  wants  to 
be  reminded  that  Christ 
served  mankind  and  that  his 
followers  can  serve  mankind, 
too,  even  if  they  are  in  busi- 
ness. The  proof  is  in  the  num- 
bers: AES'  U.S.  plants  emit 
only  66%  of  the  sulfur  dioxide 
allowed  by  law.  Its  nitrogen 
oxide  emissions  are  only  35% 
of  the  industry  standard. 

e  and  Sant  have  proven 
thems.  Ives  masters  of  the  fine 
art  of  leverage,  aes'  liability  is 
limited:  78%  of  its  debt  is  proj- 
ect finance  and  therefore  c<  n 
pletely  nonrecourse  to 
Here's  how  it  works:  Before 
going  to  the  banks,  ai  S 
employees — those  youngsters 
spread  across  19  countries — 


know  they  must  lock  in  the  cost  of  the 
proposed  plant's  fuel,  as  well  as 
arrange  to  sell  its  output  at  fixed  prices 
for  periods  as  long  as  30  years.  Thus 
AES  creates  dependable  cash  flow.  On 
the  basis  of  that,  banks  advance  most 


of  the  cost  of  a  plant  even  though    : 
their  only  claim — should  this  sing! 
project  fail — is  the  assets  against  whicl 
the  bank  loaned  the  money. 

Financing  in  hand,  the  AES  employ 
ee  hires  a  contractor,  such  as  West    i^ 
inghouse,  to  build  the  plant.  AE( 
owns  it  though  it  put  in  very  litrl    ^ 

Driving  deals,  not  forkl  I 
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TOMMY  BROOKS,  38 

Support  team  leader,  Oklahoma. 


After  his  dad  suffered  a  back  injur 
Tommy  Brooks,  then  16,  took  on  a  par 
time  job  to  help  support  the  family  whi 
finishing  high  school  in  tiny  Hemphill,  Te 
Seven  years  later  he  was  driving  a  forklift 
Houston  when  he  learned  that  AES  w< 
paying  a  dollar  more  per  hour  than  he  w< 
earning.  He  got  a  job  crushing  limestone 
AES'  newly  opened  plant. 

Within  a  few  months  Brooks  was  workir 
in  the  computerized  control  room;  within 
year  he  was  running  it;  later  he  joined 
series  of  startup  teams  at  new  plants. 

Now  Brooks  makes  presentations  c 
cost-cutting.  He  is  an  advocate  of  forgoii 
overtime  in  favor  of  stock  awards  ar 
bonuses.  The  result  is  that  the  plant  seen 
more  like  a  cooperative  than  a  busmes 
"We  do  what  we've  got  to,  without  some  t 
shot  looking  over  our  shoulders,"  Broo 
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equitv.  The  only  risk  aes  assumes  is 
operating  the  plant  properly.  In  an 
earlv  deal  in  Shadypoint,  Okla.  the 
hanks  financed  95%  of  the  cost  of  a 
320- megawatt  plant  and  even  paid 
aes  the  other  5%  as  a  management 
fee.  The  company  used  that  payment 
as  its  only  equity  in  the  deal. 

By  the  early  1990s  AES  had  six 
plants  in  the  U.S.  wholesaling  1,070 
megawatts  of  power  to  businesses 
and  electric  utilities.  At  the  time  those 
six  facilities  had  a  backlog  of  sales  of 
$5  billion — all  of  it  at  high  prices  to 
reliable  customers  like  U.S.  utilities — 
which  stretched  out  over  the  next  20 
vears  or  so. 

But  with  increasing  energy  effi- 
ciencx  and  a  decoupling  of  economic 
growth  from  energy  consumption, 
the  U.S.  suddenly  found  itself  awash 
in  electricity.  The  price  of  electricity 
on  the  open  market  tumbled  from 
nearly  6  cents  in  early  AES  contracts  to 
2  or  3  cents  per  kilowatt.  Building 
more  plants  made  no  sense. 

Should  AES,  then  entirely  private, 
stop  building  and  collect  its  annu- 
ities? Some  of  its  earlv  investors 
thought  so,  but  Bakke  opposed 
them.  When  he  met  Margaret 
Thatcher  in  the  late  1980s,  he  was 


explains.  "You  answer  only  to  the  other 
guys  in  the  plant.  A  slacker  sticks  out 
like  a  sore  thumb." 

Encouraged  by  plant  manager  David 

rfMcMillen,  Brooks  hasn't  stopped  at 
engineering.  He  is  starting  to  work  on 
potential  deals.  "Before  that  I  never 
even  saw  a  spreadsheet,"  he  says  in  a 

>:  Texas  twang. 

Recently  this  former  forklift  driver 
was  asked  to  address  a  meeting  of 
financial  analysts  near  AES'  Connecti- 
cut plant  on  the  company's  prospects. 
When  asked  whether  he's  bothered  by 
AES'  stock  volatility  (Brooks  has  more 
than  20,000  shares  in  his  retirement 
account — his  paper  value  fell  from  $1.2 
million  to  just  over  $700,000),  he 
replied,  "Not  at  all.  At  any  other  com- 
pany I'd  have  to  have  an  engineering 
degree  to  do  my  job,"  he  says,  "Who'd 
have  thought  I'd  end  up  where  I  am 
today?"  -P.B.  and  E.B.  KB 
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Specialize?  Not  here,  you  don't 

ANN  MURTL0W,  37 

Executive  director,  business  development,  Richmond,  U.K 


Murtlow's  first  job  at  AES  was  getting 
environmental  permits  in  the  late 
1980s.  She  thought  that  was  her  career 
path,  but  Dennis  Bakke  said  no  way — no 
specialists  at  AES.  He  had  assigned  her  to 
negotiate  air  permits  at  their  180- 
megawatt  Maryland  facility,  located  within 
60  miles  of  three  national  parks,  where  she 
also  learned  how  to  structure  power  pur- 
chase agreements,  methods  of  controlling 
maintenance  costs  and  contract  legalese. 
By  1996  she  got  her  first  chance  to  be 
part  of  an  acquisition  team — buying  up 
19%  of  Hungary's  generating  capacity  at 
bargain  prices,  slashing  staff,  closing  one 
coal-fired  plant  and  replacing  another. 
She  hopes  that  European  Union  rules  § 
requiring  countries  to  privatize  their  utili-  3 
ties  will  lead  to  more  big  assignments  and  I 
hefty  bonuses.  Plus  her  choice  of  her  next  | 
assignment.  -P.B.  and  E.B.  H  I 


impressed  by  her  determination  to 
privatize  the  utility  industry  in  the 
U.K.  Bakke  and  Sant  talked  it  over: 
In  most  of  the  world,  electric  gen- 
eration was  a  government  function, 
and  most  governments  did  a  terri- 
ble job  of  it.  aes  would  start  buying 
government  assets  as  they  priva- 
tized. It  would  also  build  facilities 
from  scratch — called  greenfield 
plants — as  it  had  done  in  the  U.S. 
in  the  early  days. 

These  deals  would  require  equity 
capital — so  in  1991  AES  went  public 
for  the  first  time.  Because  the  compa- 
ny was  so  openly  committed  to  its 
principles,  the  sec  required  that  it  pro- 
vide a  disclaimer  in  all  prospectuses: 
"...  If  the  company  perceives  a  con- 
flict between  [its]  values  and  profits, 
the  company  will  try  to  adhere  to  its 
values  even  if  it  means  a  diminishment 
of  profits  or  forgone  opportunities." 

Autonomy  proved  to  be  a  two- 
edged  sword.  Shortly  after  the  IPO,  it 
was  discovered  that  employees  at  aes' 
Shadypoint,  Okla.  plant  had  falsified 
emissions  data  in  submissions  to  the  , 
Environmental  Protection  Agency. 
The  company's  stock,  with  a  market 
cap  at  the  time  of  over  $1  billion, 


dove  $400  million  in  one  day.  Direc- 
tors panicked,  pressuring  Sant  and 
Bakke  to  modify  their  ideas.  Bakke 
threatened  to  quit  if  there  were 
changes.  "We  spent  long  hours  hash- 
ing things  out,  and  tears  flowed,"  says 
Bakke,  who  finally  agreed  to  institute 
a  more  stringent  reporting  policy. 

At  about  the  same  time,  aes  was 
embroiled  in  a  costly  battle  with  envi- 
ronmentalists over  a  coal-fired  plant 
in  Jacksonville,  Fla.  The  problem? 
"Frankly,"  says  Sant,  "we  had  been  a 
bit  unscrupulous  about  what  we  told 
people  there  about  our  intentions. 
We  had  to  reexamine  our  definition 
of  integrity."  The  upshot?  aes  sold 
the  plant. 

But  in  general,  aes  has  had  to  sac- 
rifice neither  principles  nor  profits.  It 
claims  that  its  portfolio  of  90  operat- 
ing projects  return  20%  on  average 
annually. 

Of  course,  in  politically  tricky 
places  like  Kazakhstan,  a  breakaway 
from  the  old  Soviet  Union,  things 
aren't  so  rosy.  AES  bought  an  anti- 
quated Soviet  power  plant.  Not  sur- 
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IAN  MILLER,  47 

Project  engineer,  Ironwood,  Penn. 

Ian  Milier  was  just  another  design 
engineer  with  narrow,  purely  technical 
experience  when  AES  acquired  the  gov- 
ernment-owned plant  in  Northern  Ire- 
land where  he  worked.  AES  gave  him  a 
new  assignment:  peddle  surplus  power 
to  local  utilities  on  a  long-term  basis. 
Miller  tried  for  two  years  but  concedes 
he  was  lousy  at  selling.  While  most 
companies  would  have  tossed  him 
aside,  AES  sent  Miller  to  Arlington,  Va. 
for  eight  months  of  training  in  the  AES 
philosophy.  He  relates,  "I  heard  Bakke 
say:  'There  is  no  management  textbook 
except  the  Bible.'  It's  not  the  Kingdom 
of  God  on  Earth,  but  it's  close." 

Retrained,  Miller  was  sent  to  Japan, 
where  he  spent  15  months  consulting 
with  Mitsubishi,  the  builder  of  an  AES 
facility  in  Pakistan.  Again,  Miller  fell 
short,  "I  made  mistakes  that  cost  the 
company  $600,000,  but  I  also  saved  it 
millions."  When  he  went  to  Pakistan  to 
oversee  the  project,  he  learned  why  AES 
is  extremely  tolerant — no  mistakes,  no 
initiative.  "Most  utilities  waste  small 
fortunes  making  sure  no  one  makes 
mistakes.  And  no  one  does  because  no 
one  does  anything."  Ultimately,  AES' 
confidence  paid  off:  All  Pakistan  facili- 
ties were  completed  on  time,  by  Febru- 


prisingly,  the  government  reneged  on 
its  contract  to  pay  for  the  output. 
aes'  local  managers  are  scrambling  to 
find  businesses  that  can't  survive 
without  power  and  have  the  hard 
currency  to  pay  for  it  (see  box,  p.  178). 
AES  can  afford  to  continue  operating 
the  plant  since  it  put  up  only  $5  mil- 
lion in  cash  and  spent  only  $84  mil- 
lion of  the  $500  million  it  had  com- 
mitted for  refurbishing  it. 

In  Pakistan,  corrupt  and  unstable, 
no  shining  beacon  for  investment 
money,  AES  persuaded  the  World 
Bank  to  be  an  equity  investor  in  the 
two  plants  it  built  there.  While  the 
Pakistani  government  might  not  hes- 
itate to  shaft  a  private  investor,  it 
must  think  twice  about  shafting  the 
World  Bank,  from  which  much 
largesse  flows.  Though  denouncing 
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ary  1998,  and  came  on  line  without  a 
hitch. 

Stressed  out  by  the  experience  of 
working  in  a  hot,  dusty  country  beset 
with  corruption,  Miller  wanted  a  change" 
of  scenery.  Via  E-mail  he  found  that  the 
AES  project  in  South  Wales  in  the  U.K. 


1 
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needed  someone  to  negotiate  a  coal 
contract.  That  was  a  bit  of  a  step  down 
for  Miller,  but  he  had  no  trouble  taking 
it.  AES  is  not  a  company  where  you  lose 
face  if  your  next  job  involves  less 
authority  than  your  last  one. 

Now  more  relaxed,  Miller  is  helping 
design  the  brand-new  Ironwood  plant  in 
Pennsylvania.  -P.B.  and  E.B.    H 


AES  as  corrupt,  so  far  the  Pakistani 
government  is  honoring  its  30-year 
commitment  to  buy  the  output  and 
provide  fuel. 

Since  a  1995  meeting  at  Sant's 
farm  in  Virginia — a  "miraculous  day" 
Sant  called  it  last  June — aes  has  been 
a  big  player  in  Latin  America,  a 
region  badly  in  need  of  power.  Since 
1995  AES  has  invested  a  total  of  $5.6 
billion  there,  some  40%  of  the  book 
value  of  its  assets. 

Before  Latin  America,  AES  had 
pretty  much  limited  itself  to  getting 
power  plants  built  or  refurbished  and 
operating  them.  In  Latin  America  it 
has  gone  into  the  distribution  busi- 
ness, selling  and  delivering  electricity 
to  homes  and  businesses  in  Brazil  and 
Argentina. 

"We  went  into  distribution  for  a 
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simple    reason,"    explains    Ban 
Sharp,  39,  chief  financial  office 
"We  could  get  8-  to  10-year  cor 
cessions  from  the  governments  o 
.rates."  By  that  he  means  guarantee 
prices.   With   substantial   posithBj 
cash  flow  thus  assured  for  8  to  II 
years,  AES  has   been  able   to  gdl 
plenty   of  project   finance.    "N<W 
that's  not  the  25-  or  30-year  com 
tracts  we  had  orig.l. 
nally  in  the  U.S.JH 
Sharp  says,  "but  itfoi 
enough  to  get  sutfij 
stantial     structured 
finance  for  each  <WI 
those  deals." 

Some  analysj 

argue  that  the  comp; 
ny  has  overextende 
itself  in  this  political.|> 
and  economical 
risky  part  of  th 
world.  They  als 
worry  because  Al 
faces  the  very  re. 
possibility  of  currenc 
devaluations.  Wort1 
case,  should  Brazil  devalue  the  re; 
10%,  aes  is  telling  investors  it  wi 
penalize  earnings  only  5%.  Still  tl 
stock  trades  down  39%  from  its  Apr 
high. 

The  market  has  probably  overr 
acted.  Remember  that  most  of  th 
money  borrowed  on  any  single  pn 
ect  is  nonrecourse,  that  is,  lende 
have  no  claim  on  other  AES  project 
In  almost  every  case,  the  output 
presold  on  long-term  contracts.  I 
the  case  of  a  total  loss  of  a  single  pre 
ect,  claims  the  company,  AES  wou! 
lose  very  little. 

More  important,  its  backlog  < 
$97  billion  of  contracted  sales — tl 
flow  of  undiscounted  cash  over  tl 
entire  lives  of  the  contracts- 
becomes  more  and  more  diversifiei 
By  2002  no  more  than  12%  of  cas 
flow  will  come  from  any  one  of  i 
52  business  entities. 

Looking  beneath  the  surface,  AE 
primary  banker,  David  Behnk 
managing  director  of  investmei 
banking  at  J. P.  Morgan,  says  AES 
"the  most  risk-averse  company  I'1 
ever  done  business  with." 

The  developing  world  is  difficu 
to  finance  these  days,  so  AES  h 
turned  its  attention   back  horn 
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He  wanted  autonomy  and  got  it 


ROBERT  VENERUS,  32 

Project  development,  Latin  America. 


Five  years  ago,  when  Venerus  was  working  for  a  subsidiary  of 
PSE&G,  he  was  involved  in  a  deal  in  Argentina,  where  his 
company  was  a  partner  with  AES.  Venerus  noticed  that  the  AES 
team  didn't  have  to  keep  checking  with  headquarters,  while  his 
team  did.  Soon  after  he  hopped  on  a  plane  to  Arlington  for  an 
interview  with  AES.  He  landed  a  job. 

A  few  years  later  Venerus  was  a  principal  in  a  major  change 
in  AES  corporate  strategy:  AES  had  always  run  only  generating 
plants,  leaving  distribution  to  others.  Venerus  and  his  boss, 
Tom  Tribone,  put  forward  the  idea  of  buying  transmission  busi- 
nesses in  Latin  America.  Arlington  was  cool  to  the  notion, 
thinking  them  regulated  monopolies. 

The  team  figured  that  distribution  deals  could  be  structured 
just  like  generation  deals,  with  federal  or  state  governments — 
desperate  for  a  steady  supply  of  power — guaranteeing  AES 
prices  that  would  enable  it  to  profitably  sell  to  the  ultimate 
consumer.  With  cash  flow  assured,  lenders  were  willing  to 
finance  a  piece  of  the  deal.  For  example,  with  Light  Servicios 


de  Electricidade,  distributor  of  electricity  to  2.7  million  cus- 
tomers in  Rio  de  Janeiro,  it  got  40%  from  the  banks  and  the 
rest  of  the  deal  was  financed  by  AES  junk  bonds.  Two  years 
later,  Venerus  raised  $1  billion  from  banks — against  Light's 
balance  sheet— to  do  a  similar  deal  in  Sao  Paulo.  A  Brazilian 
government  agency  financed  the  rest  of  the  deal.  AES  equity 
risk  for  both:  zero.  -P.B.  and  E.B.    WM 


("Again,  the  electricity-generating 
^business  is  in  chaos,"  says  Roger 
Naill,  a  vice  president  who's  been 
L\vith  Sant  and  Bakke  from  the 
.beginning.  "AES  will  benefit  from 
jthis  chaos."  What  he's  referring  to 
is  the  quick  pace  of  privatizations  in 
the  U.S.  market,  particularly  in 
Now  England  and  California. 

Arlington  ignored  us 


GLEN  DAVIS,  36 

Mechanical  engineer,  San  Francisco. 

Fresh  from  Brown  in  1985,  22-year- 
old  engineer  Glen  Davis  was  hired  by 
A.ES  to  help  develop  its  first  plant  to  use 
the  new  fluidized  bed  technology — a 
method  of  burning  cheap  coal  at  very 
low  heat  rates,  thus  producing  negligi- 
ble emissions. 

That  job  done,  Davis  persuaded  AES 
to  pay  for  his  M.B.A.  at  MIT.  At  30,  he 
led  a  nine-person  team  to  India.  In 
L995,  thwarted  by  the  corrupt  and  med- 
llesome  government  bureaucracy,  he 
returned  to  California  as  others  took  on 
the  elusive  India  project.  His  California 
team  wanted  to  explore  buying  U.S.  util- 

assets  but  Arlington  was  unenthusias- 
tic.  Nevertheless,  within  two  years  Davis' 
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In  one  of  its  most  innovative 
deals,  which  recently  closed,  AES 
acquired  three  California  gas-fired 
electricity-generating  plants  from 
Southern  California  Edison.  It  then 
arranged  to  take  gas  from  Williams 


team  bought  Southern  California  Edison 
assets— increasing  AES'  U.S.  holdings 
fourfold  and  again  changing  the  direc- 
tion of  the  company.  He  explains,  "The 
key.  is  to  run  these  old  plants  more  effi- 
ciently so  we'll  make  money — even  with 
fixed  contracts."      -P.B.  and  E.B.    Hi 


Energy  Services  Co.,  convert  it  to 
electricity  at  a  set  price  for  20  years 
and  turn  the  power  back  to 
Williams  for  marketing  (see  box 
below).  In  short,  AES  will  simply 
process  gas  into  electricity  for 
Williams.  AES  was  able  to 
finance  90%  of  that  $780 
million  deal  with  nonre- 
course project  financing. 

Is  AES  and  its  quasireli- 
gious  zeal  a  new  model  for 
corporate  America?  The 
question  makes  Roger  Sant 
uncomfortable.  As  a  young 
man,  he  undertook  the 
Mormons'  obligatory  spell 
as  a  missionary  and  recalls: 
"I  just  hated  telling  people 
that  I  had  the  truth  and 
they  didn't.  As  soon  as  we 
get  religious  about  our 
values,  I  get  very  nervous. 
We  haven't  discovered  the 
secret  to  life.  I'd  say  we're 
just  in  the  midst  of  a  bold 
experiment." 

Bakke  doesn't  buy  that  diffidence. 
He  goes  about  the  country  preach- 
ing aes'  unique  style  of  manage- 
ment at  business  schools  and  busi- 
ness groups.  "It's  just  in  the  nature 
of  (his)  evangelistic  upbringing," 
says  Sant  about  his  partner.  HB 
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Visit  our  website  at  www.toyola.com/usa  or  write  Toyota  Motor  Corporate  Services,  9  W.  57th  St.,  4900H2.  New  York.  NY  10019  r-  1 998 
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Indiana  has  been  home  to 
some  of  America's  greatest  sports  teams  for 
more  than  a  century.  Maybe  it's  because 
Hoosiers  are  naturally  competitive.  Or  maybe 
it's  because  the  local  fans  are  so  supportive. 
Whatever  the  reason,  teamwork  is  one  of  the 


oVO»a   Motor    M"„ftc 


qualities  that  has  made  their  state  great.  And 
it's  definitely  one  of  the  reasons  Indiana  was 
chosen  as  the  site  of  Toyota's  major  new  U.S. 
vehicle  manufacturing  plant. 

By  the  time  it's  fully  opera- 
tional, Toyota  Motor  Manufacturing,  Indiana  will 
have  the  capacity  to  produce  1 50,000  vehicles 
per  year.  The  2,300  new  jobs  created  here 
will  raise  Toyota's  direct  U.S.  employment 
to  more  than  25,000.  Now  that's  what  we 
call  an  expansion  team. 

As  a  company  which  does 
business  in  the  global  marketplace,  Toyota 
recognizes  the  need  to  invest  in  local  design, 
research  and  manufacturing,  to  ensure  that  the 
products  we  sell  answer  the  special  needs 
and  standards  of  all  of  our  drivers.  That's  why, 
in  25  countries  around  the  world,  Toyota  vehi- 
cles are  being  manufactured  by  the  same 
people  who  drive  them  -  local  people. 

Sure,  it  makes  good  busi- 
ness sense  for  Toyota.  But  it  also  builds  growth 
and  competitiveness  in  the  communities  where 
we  do  business.  That's  what  team  spirit  means 
to  Toyota.  It's  how  we  play  the  game. 

TOYOTA    People  Drive  Us 
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If  you  can  get  Audrey  MacLean  to  back  your 
fledgling  company,  you've  practically  got  it  made. 
But  believe  us — she's  not  easy  to  convince. 


"Starting 
a  company 
is  like 
going  to  war" 


By  Mary  Beth  Grover 


Audrey  MacLean  sits  with  a  couple 
of  young  engineers  at  II  Fornaio,  Sili- 
con Valley's  latest  hot  spot  for  cutting 
deals.  They're  trying  to  raise  $1.5  mil- 
lion for  their  new  E-commerce  com- 
pany. Suddenly  MacLean  wants  to 
know:  "What's  your  Mario  Andretti 
strategy?" 

Meaning:  What  in  your  deal  will 
put  you  so  far  ahead  of  the  competi- 
tion that  they  can  never  close  die  dis- 
tance— as  in  the  famous  racing 
driver's  technique.  MacLean  listens 
to  their  spiel  and  promises  to  get 
back  to  them  soon. 

A  week  later  she  decides  to  pass. 
Why?  Not  Mario  Andretti  enough. 
"They'd  licensed  someone  else's  tech- 
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nology.  What  if  that  licensing  deal  falls 
apart?  The  problem  with  the  Web  is 
it's  so  frigging  easy  to  whip  something 
out  that  you  get  this  false  sense  of 
comfort."  Something  else  was  missing, 
too.  "Two  partners  and  no  visible  chief 
executive,"  MacLean  grouses. 

MacLean,  46,  is  one  of  Silicon 
Valley's  angels — so  called  because  they 
dig  into  their  own  pockets  to  give 
entrepreneurs  their  first  financial  lift. 
In  this  they  differ  from  traditional  ven- 
ture capitalists,  who  usually  are  agents 
for  other  people's  money  and  who 
rarely  finance  brand-new  companies 
these  days. 

Angels  have  been  around  at  least 
since  Ferdinand  and  Isabella  grub- 


staked a  Genoese  sailor  namec 
Christopher  Columbus  five  centurie 
ago.  But  today's  angels  don't  just  si 
around  waiting  for  people  with  idea 
to  come  to  them.  With  good  ideas  i 
lot  scarcer  than  money  these  days 
many  angels  do  the  seeking  out.  Jet 
frey  Sohl  of  the  University  of  Nev 
Hampshire's  Center  for  Ventun 
Research,  one  of  the  nation's  leadinj 
authorities  on  angels,  savs  there  ar 
about  300,000  people  in  the  U.S 
today  on  the  prowl  for  deals,  check 
book  in  hand,  pen  at  the  ready.  EL 
says  they  put  $10  billion  into  start 
ups  last  year  alone.  This  year?  They'l 
probably  put  in  more. 

Congress  gave  these  folks  a  jolt  o 
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adrenaline  in  1997  when  it  decreed 
that  profits  made  from  financing 
brand-new  businesses  are  tax  deferred 
so  long  as  they  are  rolled  into  new 
startups  widiin  60  days. 

Angels  typically  get  into  business 
formation  earlier  in  the  feeding  chain 
than  venture  capitalists,  who  usually 
want  to  see  some  kind  of  a  function- 
ing business.  Angels,  as  their  name 
implies,  will  put  money — anywhere 
from  a  few  hundred  thousand  up  to  a 
few  million — into  an  idea,  into  a 
dream.  When  the  dream  starts  to 
come  true,  the  venture  capitalists  are 
willing  to  take  a  look. 

MacLean  is  regarded  as  one  of  the 
smartest  and  best-connected  of  the 
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angels.  Of  six  companies  she  has 
seeded,  two  went  public,  three  were 
acquired  (one  by  Microsoft),  one  went 
sour.  Forbes  estimates  she  has  made  at 
least  $20  million  on  an  investment  of 
$1.2  million.  She  has  six  more  deals  in 
various  stages. 

With  that  success  record,  venture 
capitalists  are  happy  to  look  carefully  at 
MacLean  companies.  "Angel,  noth- 
ing!" exclaims  Tim  Draper,  a  third- 
generation  venture  capitalist  and  part- 
ner at  Silicon  Valley's  red-hot  Draper 
Fisher,  Jurvetson.  "Audrey  MacLean 
walks  on  water." 

Reed  Hastings,  a  promising  engi- 
neer whom  MacLean  backed,  puts  it 
in  plainer  language:  "Audrey  is  a 


hard-ass  coach  who  draws  the  best 
out  of  people,"  he  says.  "She's  bru- 
tally honest,  but  in  a  productive  way." 
Hastings  has  reason  to  be  pleased: 
His  company,  Pure  Software,  was 
"angeled"  by  MacLean.  It  went 
public  in  1995,  making  Hastings  $75 
million  richer. 

As  Hastings  indicates,  MacLean 
brings  more  than  cash  to  a  deal. 
Taking  a  seat  on  the  board,  she  chal- 
lenges business  plans,  helps  turn  ideas 
into  prototypes,  recruits  experienced 
executives,  finds  customers. 

What  does  MacLean  look  for  in  a 
potential  investment?  A  promising 
idea,  of  course.  But  personality  counts 
for  a  lot,  too.  "If  they  get  defensive 
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when  I  ask  challenging  questions, 
that's  a  red  flag,"  she  says.  "I  back 
people  who  I  think  will  be  seeking 
help  and  advice.  These  are  the  best 
entrepreneurs." 

They  also  have  to  be  very  tough 
competitors:  "Starting  a  company  is 
like  going  to  war.  You  can't  do  any- 
thing else  but  be  fully  engaged.  You 
have  to  be  insanely,  passionately,  noth- 
ing-can-stop-me  committed." 

She  saw  that  kind  of  entrepreneur- 
ial fanaticism  in  Hastings,  a  young 
engineer  who  worked  for  her  at  Adap- 
tive,   a    networking    company    she 


Pete's  Brewing  Co. 


SAN  ANTONIO.  T 

Founder  Pete  Slos- 
berg,  marketing-exec- 
turned-microbrewer. 

Product:  Pete's  Wicked 
Ale. 

MacLean's  investment: 
$215,000,  starting  in 
1987. 

Additional  money 
raised:  $1.2  million.  No 
institutional  venture  cap- 
ital. Bankrolled  instead 
by  a  group  of  Silicon 
Valley  elite,  including 
investment  banker  Frank 
Quattrone  and  Ken 
Oshman,  founder  of 
Rolm. 

Goes  public:  November 
1995,  at  valuation  of 
$183  million — 131  times 
backers'  investment. 

MacLean's  stake: 
Worth  $2 1  million  at 
time  of  IPO. 

Denouement:  Downhill 
from  IPO;  Pete's  mount- 
ed losses  among  increas- 
ing competition  from 
microbreweries.  Sold  for 
$69  million  in  July. 
Backers  still  well  ahead  of 
game,  Slosberg  working 
on  second  startup, 
mavbe  a  line  of  barbecue 


founded  in  1988.  When  Hastings, 
then  30,  approached  MacLean  in 
1990,  his  idea  had  already  been  re- 
jected by  several  venture  capitalists. 
He  wanted  to  create  tools  to  help  soft- 
ware designers  debug  programs  faster, 
thus  getting  their  products  to  market- 
more  quickly.  MacLean  was  intrigued; 
in  software,  those  who  get  to  market 
first  often  win. 

MacLean  tossed  in  a  token  $20,000 
and  watched  Hastings.  As  her  confi- 
dence in  him  increased,  she  and  some 
venture  capitalist  friends  raised  an  addi- 
tional $6.4  million. 


Smooth  sailing  it  wasn't.  Hastings' 
product  was  ready  to  go  in  six  months, 
but  he  was  having  trouble  moving  it. 
The  company  went  through  four  vice 
presidents  of  sales  in  as  many  years. 
MacLean,  Hastings  says,  would 
demand,  "When  are  you  gonna  get 
this  right — if  ever?"  In  the  end,  she 
helped  hire  the  right  sales  vice  presi- 
dent and  Pure  Software  took  off. 
MacLean's  investment — $245,000  in 
total — was  worth  $5  million  at  the 
time  of  the  1995  IPO. 

While  MacLean  is  best  known  for 
high-tech  deals,  back  in  1987  she 
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seeded  Pete's  Brewing  Co.  (see  box,  p. 
\\186).  The  microbrewery's  founder, 
.Pete  Slosberg,  then  37,  had  worked 
:uith  MacLean's  husband  at  Rolm, 
.then  a  maker  of  corporate  telephone 
(systems.  Slosberg's  hobby  was  making 
beer,  and  he  had  just  won  the  silver 
jjmedal  at  the  Great  American  Beer  Fes- 
rival  in  Colorado.  MacLean  thought 
i;he  could  help  turn  Slosberg's  brew, 
jPete's  Wicked  Ale,  into  a  national 
•rand  and  ultimately  put  in  $215,000. 
Finding  other  believers  wasn't  easy. 
I'm  the  living  proof  that  Audrey  is 
le  best  salesperson  alive,"  jokes  Geoff 


hieva  College 
3p  Centers 


ALTO.  CALIF. 


ounder:  Carlos 
rson,  29  year-old 
nford  Law  graduate 
son  of  Jamaican 
nigrant. 

he  company:  Stanley 
Kaplan  Education 
iters  on  steroids. 
ides  practice  ses- 
)s  for  the  SAT,  pro- 
s  $50-an-hour  aca- 
lic  tutoring  and 
ege  counseling 
ices. 

lacLean's  invest- 
it:  SI 00,000,  June 


Yang,  a  partner  at  Menlo  Park,  Calif. - 
based  Institutional  Venture  Partners. 
Yang  recalls:  "She  called  me  on  the 
phone,  and  I  went  from  saying  T 
don't  know  anything  about  beer,  I'd 
prefer  not  to  do  it,'  to  'Okay,  I'll  send 
my  check  in.'  I'm  just  not  sure  what 
happened." 

Pete's  Brewing  Co.  went  public  in 
November  1995,  returning  to  the 
first  investors  more  than  a  hundred 
times  what  they  put  in.  Pete's  wasn't 
an  unqualified  success,  but  did  well 
enough  to  be  bought  recently  by 
Gambrinus,   a  San  Antonio-based 


beer  importer  of  such   brands   as 
Corona,  for  $69  million. 

If  MacLean  is  sometimes  tough  on 
her  entrepreneurs,  it's  tough  love.  She 
learned  it  helping  raise  nine  younger 
siblings  while  growing  up  without 
much  money  in  the  rural  town  of  War- 
wick, N.Y.  When  she  was  only  8,  her 
Dad  said,  "Hey  Audrey,  you  want  to 
go  to  college?  Get  a  scholarship."  In 
1970  she  got  a  partial  one  to  Colum- 
bia University,  but  didn't  attend.  "My 
father  wouldn't  cosign  my  loan,"  she 
says.  "He  said  no  one  will  ever  want  to 
marry  you  because  you'll  be  in  debt." 


ddrtional  money 
ed:  $900,000  from 
c  Lean's  vc  pal  Tim 
iper  as  well  as 
idem  Computer 
Hinder  Jim  Katz- 
i,  Laurcnc  Jobs 
trepreneur,  and 
k's  wife)  and  leg- 


•Lirt  McMurtry. 
e  plan:  raising 
round  of  capital. 
ng  to  expand  from 

^licon  Valley  loca- 
s  to  60  nationwide 
icxt  two  years.  IPO? 
s  a  slam  dunk," 
I  \  MacLean. 
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Self-employed  or  employee?  Corporation  or  entrepreneur?  Do  you  see  a  desktop  for  an  enterprise  that  remains  consistent  for  tr 
price?  That's  our  Deskpro  EP  Series.  Both  now  have  the  latest  Intel1  Celeron "  and  Pentium1  II  processors,  performance  graphics    I 


whether  yours  is  fairly  buttoned-up 


COMPAQ. 

Better  answers: 


or  the  business  equivalent  of  a  sweatshirt  and 


Deskpro  EN 


EP  S: 


■users?  That's  our  Deskpro  EN  Series.  Or  a  desktop  for  an  office  that's  seeking  the  latest  technology  at  the  best 
I         I    and  bigger  hard  drives.  Making  the  number  one  desktop1  even  more  popular  with  any  kind  of  company, 

jeans.  For  more  informarion,  contact  1-800-AT-COMPAQ or  www.compaq.com/products/desktops/promos/.     PSnt-'HWlI 
liro  EP  Series 
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So  instead,  MacLean  took  classes  at 
Long  Island  University,  where  she  had 
a  full  scholarship.  But  she  dropped  out 
in  her  junior  year  and  went  to  Paris, 
where  she  did  some  modeling  for  fash- 
ion magazines  such  as  Elk  and  Vogue. 

Back  home,  she  decided  to  get  a 
fresh  start  and  headed  for  California, 
where  she  earned  a  B.S.  in  mathemat- 
ics from  the  University  of  Redlands. 
"Math  is  the  great  equalizer,"  she  says. 
"If  you  can  do  the  numbers,  the  boys 
have  to  respect  you." 

They  did.  Starting  out  as  an  engi- 
neer at  Tymshare,  an  early  network- 


AdForce,  Inc. 


CUPERTINO,  CAL 

Chief  executive: 

Charles  Berger. 
The  company: 

Doubleclick  II. 
Provides  technolo- 
gy to  deliver  ads  for 
Web  sites — and 
tracks  their  effec- 
tiveness'. Recently 
signed  up  Netscape; 
already  has  America 
Online. 

MacLean's  invest- 
ment: $150,000  in 
November  1997. 

Additional  money 
raised:  $35  million, 
including  $10  mil- 
lion from  AOL. 

The  plan:  Look  for 
an  IPO  next  year  or 
maybe' even  a 
buyout  by  AOL. 
Given  recent  market 
turmoil,  don't 
expect  a  repeat  of 
Doubleclick's  $1 
billion  valuation 
two  weeks  after  its 


ing  company,  MacLean  rose  to 
become  a  sales  executive,  but  left 
with  a  couple  of  co-workers  when 
Tymshare  refused  to  back  their  idea 
to  create  a  line  of  switches  for  wide 
area  networking  products.  In  the 
summer  of  1982,  when  she  was  30,- 
she  cofounded  Network  Equipment 
Technologies.  MacLean  sold  a  rental 
property  she  owned  for  $70,000, 
invested  it  and  didn't  take  a  salary 
for  more  than  a  year.  She  got  poten- 
tial customers  on  the  phone  by  wait- 
ing until  their  secretaries  had  gone 
home  for  the  day  and  they  would 


have  to  pick  up  their  own  phones. 

Getting  venture  capitalists  to 
listen  to  her  pitch  was  even  tougher. 
In  those  days,  Silicon  Valley  wasn't' 
exactly  flooded  with  institutional 
money — or  with  women  entrepre- 
neurs. It  took  over  a  year  to  get  the . 
first  round  of  cash,  $4.3  million, 
and  only  after  she  recruited  a  sea- 
soned manager  from  Comsat  as 
chief  executive.  MacLean,  who  was 
carrying  her  second  child,  recalls 
one  of  the  lead  investors  asking  if 
she  was  pregnant.  "When  I  said  yes, 
he  said  'We  better  get  an  extra  half- 
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million  in  key  man  insurance.'  " 

During  the  next  four  years  MacLean 
had  that  babv  and  also  managed  to 
raise  an  additional  $20  million  and 
deliver  big  corporate  accounts  like 
IBM.  net's  ipo  in  February  1987  yield- 
led  its  backers  a  sixteenfold  return  on 
their  investment.  MacLean,  however, 
had  ended  up  with  less  than  1%  of  the 
:ompany  and  made  only  a  bit  over  $1 
million.  That  taught  her  a  lesson  she 
has  never  forgotten:  Don't  give  away 
too  much  equity. 

With  that  in  mind  she  kept  21%  of 
the  common  stock  of  her  next  startup, 


Adaptive  Corp.,  a  maker  of  high  speed 
switches.  Adaptive  was  funded  by  net 
in  1988.  Shortly  after  the  two  compa- 
nies merged  in  1993,  MacLean's  stake 
was  worth  $6  million. 

By  then  she  was  tired  of  80-hour 
weeks  and  eager  to  spend  more  time 
with  her  two  daughters.  She  decided  to 
live  on  her  capital.  She  cashed  out  of 
NET  and  Adaptive,  deciding  to  use  the 
money  to  back  other  people's  startups. 
She  also  invested  in  one  newly  public 
company.  The  name  of  that  lone  stock: 
Cisco  Systems. 

MacLean's  husband  of  20  years  is 


Michael  Clair,  a  cofounder  of  lan 
switch  manufacturer  Synoptics  and 
himself  an  active  angel.  "Between  the 
two  of  them,  they  know  everyone  in 
Silicon  Valley,"  says  Andrew  Rachleff, 
general  partner  at  Benchmark  Capital 
in  Menlo  Park,  Calif.  They  entertain 
frequently  at  their  Saratoga,  Calif, 
home.  She  and  Kleiner  Perkins  partner 
Floyd  Kvamme  recently  hosted  a 
fundraiser  for  California's  Charter 
Schools,  which  aims  to  improve 
schools  in  Silicon  Valley.  Two  days  a 
week  MacLean  teaches  an  over- 
subscribed class  on  entrepreneurship  at 
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Stanford  University's  Graduate  School 
of  Engineering. 

She  spends  a  lot  of  her  time  just 
schmoozing  with  people  like  Michael 
Price,  former  head  of  Lazard  Freres' 
telecommunications  business,  who 
helped  put  together  the  WorldCom- 
MCl  deal.  Says  Price,  "Audrey's  a 


smart,  nice,  tough  businesswoman. 
But  she's  also  a  great  mother,  a  great 
wife  and  a  great  friend.  What's  really 
interesting  about  her  is  the  full  pack- 
age." Together  they've  invested  in  sev- 
eral companies,  including  Avidia,  a 
low-end  switch  manufacturer  that  they 
seeded  with  $2.5  million  in  1997.  It 


was   quickly   snapped   up    by   fast 
growing  Pair  Gain,  a  maker  of  tele;    W 
communications  equipment,  for  $9  < 
million.   "We  made  ten  times  ou 
money  in  six  months,"  gloats  Price. 

They  also  coinvested  in  Firefly,  a,; 
Internet  upstart  from  mit's  media  la 
that  was  recently  acquired  by  Micrcj 


Celestial 
cast  of 
characters 


By  Joanne  Gordon 
and  Mary  Beth  Grover 

A  diverse  band 
of  executives 
and  former 
entrepreneurs  are 
playing  a  key 
role  in  the  incuba- 
tion of  new 
businesses  by 
backing  ideas  that 
are  not  yet  ready 
for  conventional 
venture  capital. 
A  few  of  them: 


Tl 
|otuni 


HANS  SEVERIENS 
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Portola  Valley,  Calif. 

Ex-venture 
capitalist  runs 
Band  of  Angels 
— Silicon  Valley's 
legendary  back- 
ers— whose  120 
members  include 
Compaq  Chair- 
man Ben  Rosen 
and  former 
Hewlett-Packard 
chief  operating 
officer  Dean 
Morton.  Group 
averages  invest- 
ments of 
$600,000  per 
deal.  Total  of 
$44  million  in  74 
deals  since  Janu- 
ary 1995,  includ- 
ing $4  million 
for  SendMail,  uc 
Berkeley  boys 
who  created  the 
backbone  of  E- 
mail.  Severiens 
is  pragmatic: 
"We're  not  look- 
ing to  fund  solu- 
tions to  prob- 
lems that  don't 
exist." 


RON  CONWAY 

47 

Atherton,  Calif. 

The  cofounder 
of  Altos  Com- 
puter Systems  is 
now  director  of 
strategic  alliances 
at  cbt  Systems. 
Made  some  30 
investments  in 
past  six  years; 
now  juggles  16. 
Conway  wagers 
$75,000  to 
$150,000  per 
deal.  Quickest 
return  to  date: 
$50,000  in  com- 
puter graphics 
outfit  Dimension 
X,  quadrupled  in 
just  60  days 
when  sold  to 
Microsoft. 
Invests  in  people 
over  products: 
"One  mistake 
was  getting 
excited  about  an 
idea  when  I 
didn't  like  the 
entrepreneur." 


ROGER  SIPPL 

43 

Woodside,  Calif. 

Started 
Informix  Soft- 
ware at  age  24; 
made  fortune 
with  1986  IPO. 
Invests  with  part- 
ner Jackie  Mac- 
donald  at 
$300,000  to 
$700,000  a  pop. 
Twenty  angel 
deals  to  date. 
Turned  his 
$750,000  into 
some  $20  million 
after  Vantive 
Software  went 
public;  made 
another  $22  mil- 
lion on  Visigenic 
ipo.  Backs  "ah- 
ha!"  entrepre- 
neurs— those 
who  sense  a  para- 
digm shift.  "Like 
when  IBM  started 
selling  the  PC. 
Whoever  invest- 
ed in  Compaq 
realized  the  PC 
was  going  to  be 
everywhere." 
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52 

San  Mateo,  Calif   UCity 

The  Valley'.     « 
medicine  mam  » 
has  anM.B.A 
and  a  master';' 
vascular  physk 
ogy  and  cytol      ^v 
ogy.  Cashed  o  sfcirn 
of  four  startup 
in  1996  and  1;    n: ! 
year  cofounde    (in son 
angel  group 
Tenex  Medic3 
60  rich  docs  a 
industry  execs 
who  invest  as 
little  as  $25,0 
each.  Ten  dea 
so  far.  Pumpe 
$  1  million  int    : 
blood -testing 
clinic  Berkeley 
HeartLab,  wr 
Ruderman 
"scrubs  in"  as 
chief  executiv 
No  neophyte; 
need  apply,  sa 
Ruderman:  "' 
doctor  who 
hasn't  spent  t 
in  medical  in\ 
ing  can't  keep 
with  us." 
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soft.  Firefly  tracks  the  interests  and  pur- 
chasing habits  of  Web  surfers  for  com- 
Jl  parties  like  Barnes  &  Noble. 

In  addition  to  high  tech,  these  days 
Mac  Lean  is  starting  to  look  at  health 
care.  "They're  both  huge  market 
opportunities,"  she  savs.  She  and  Stan 
Meresman,  former  chief  financial  offi- 


cer of  Silicon  Graphics,  invested  $1  mil- 
lion in  Healthcare  Transaction  Systems, 
a  company  devoted  to  making  hospital 
purchasing  svstems  more  efficient  (see 
box,  p.  191).' 

Barbara  Paldos,  a  27-year-old  Stan- 
ford Ph.D.  in  electrical  engineering, 
attended  MacLean's  entrepreneur  class 


at  Stanford.  When  Paldos  started 
Informed  Diagnostics,  an  advanced 
laser  technology  startup,  MacLean 
wrote  a  check  for  $100,000  before 
even  seeing  a  prototype. 

Will  any  of  MacLean's  startups  land 
on  the  Forbes  200  Best  Small  Compa- 
nies list?  Bet  on  it.  ■■ 
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ANDREW  FILIPOWSKI      RALPH  WAGNER 
48 


Chicago 

Founder  of $1 
billion  i  rev- 
enues i  Platinum 
Technology  (see 
p.  358).  Fifty 
angel  deals  in 
ten  years.  Struck 
gold  with  Blue 
Rhino,  which 
replaces  propane 
cylinders  for 
backyard  grills 
and  heaters:  his 
$500,000  worth 
S24  million  at 
May  1998  n-o. 
Sits  on  boards, 
but  eschew  s 
hands-on  man- 
agement. Fun- 
nels hundreds  of 
requests 
through  his 
angel  group  of 
local  execs. 
"We're  in  full 
denial  of  being 
venture  capital- 
ists," he  says. 
"The  term  can 
be  offensive  to 
entrepreneurs." 


65 
Boston 

Founded 
Microsource 
Financial,  now- 
defunct  PC 
retailer  that  he- 
sold  for  $6.6 
million  in  1985. 
Organizes 
Walnut  Venture 
Associates,  12 
locals  who  make 
deals  over  coffee 
and  low-cal 
muffins.  Wagner 
antes  up 
S25,000  to 
$250,000  per 
deal.  Electronics 
company  Active 
Laser  Systems 
returned  five 
times  his 
$50,000  in  20 
months.  Loves 
the  game: 
"Angel  investing 
is  an  extension 
of  what  you  did 
when  you  were 
working.  But 
someone  else 
does  ihe  heavy 
lifting." 


MORTON  GOULDER 


77 
Nashua,  N.H. 

Old  money, 
old-timer:  100 
deals  since  the 
mid- 70s,  more 
than  30  still 
active.  Co- 
founder  of 
Sanders  Associ- 
ates, military 
electronics  man- 
ufacturer sold  to 
Lockheed  in 
1986  for  $1.2 
billion.  Hosts 
angel  group 
Breakfast  Club, 
which  antes  up 
$25,000  to  $1 
million  per  deal. 
Club  put 
$250,000  in 
Innovative 
Computer  Con- 
cepts, a  floun- 
dering software 
company,  and 
made  ten  times 
that  in  six 
months.  Loathes 
the  term  angel, 
insisting,  "We 
don't  do  any- 
thing out  of 
charitv." 


TED  JOHNSON 
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Concord,  Mass. 

Started  as  the 
first  sales  engi- 
neer at  Digital 
Equipment 
Corp.;  left  in 
1982  with 
enough  money 
to  seed  30  com- 
panies, includ- 
ing Kronos, 
Inc.,  now  a 
$143  million 
(revenues)  time 
accounting  soft- 
ware firm. 
Invests  $25,000 
to  $400,000 
per  startup, 
many  along 
Boston's  Route 
128.  Made 
more  than  30 
times  his  money 
on  a  computer 
server  company 
after  its  1993 
IPO.  Johnson 
operates  from 
the  gut:  "I 
don't  have 
much  patience 
for  details  of 
business  plans." 


MANNY  VILLAFANA 
58 

Minneapolis 

Founded 
pacemaker  com- 
pany cpi  in 
1972  with 
$15,000.  Also 
founded  leading 
heart-valve 
maker  St.  Jude 
Medical;  now 
chairman  of  St. 
Jude's  chief  rival 
ATS  Medical  Inc. 
Has  made  some 
50  deals,  invest- 
ing around 
$75,000  each 
time.  Has  a  vir- 
tual lock  on 
local  med-tech 
startups.  "When 
people  are  rais- 
ing capital  for  a 
medical  device 
product,"  he 
says,  "investors 
ask,  'did  Manny 
see  this?'"  If 
Villafana  gives  it 
the  thumbs 
down,  the  deal 
may  not  fly.     WM 
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DVD  player 


ito  remote  control 


-Mk 


u 


*1  f  Uc*  ,w^. 


64"  HDTV 


DVX8000  multimedia  home  theater 


. 


CiVl^tatf    ColLcjJov, 

Forget  movie  lines  and  overcrowded  shows: 
turn  your  house  into  a  digital  multimedia 
dream.The  Philips  64"  HDTV  puts  traditional 
wide-screens  to  shame  with  a  Dynamic 
Focus  rear-projection  unit,  Dolby  Digital™ 


sound,  and  high-definition  quality.  Hook 
up  to  the  Philips  DVD  player  420  to 
play  audio  CDs  and  DVD-Video  Disks. 
For  an  incredible  experience,  interface 
with  the  Philips  DVX  8000  multimedia 
home  theater,  featuring  a  DVD  player, 
a  233  MHz  Pentium®  MMX  processor, 

Windows®  95,  and  wireless  keyboard. 

And  control  it  all  with  the  Philips  Pronto 

LCD  touchscreen  remote  control. 

I've  got  to  admit  it's  getting  better. 

www.PhilipsUSA.com 

©  1998  Philips  Electronic!  North  America  Corp.  Dolby  Digital  is  a  trademark  of 
Dolby  laboratories  Licensing  Corp.  Windows  and  Windows  NT  are  either  trademarks 
or  registered  trademarks  ol  Microsoft  Corporation.  Pentium  and  MMX  are  either 
trademarks  or  registered  trademarks  of  Intel  Corporation. 
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BEST      SMALL      COMPANIES 


This  has  been  a  terrible  year  for  the  200  Best  in  the  stock  market. 
Which  means  some  excellent  stocks  are  highly  affordable  again. 


The  best 
take  a 
big  dive 


By  Luisa  Kroll 


Our  200  Best  had  a  disastrous 
year  in  the  stock  market.  By  early 
October  the  Russell  2000  small 
stock  index  was  down  37%  from  its 
high,  versus  about  16%  for  the  s&P 
500.  Bear  markets  are  no  respecters 
of  corporate  excellence:  From  Oct.  3, 
1997  through  Oct.  2,  1998  the 
Forbes  200  Best  small  stocks  were 
down  6.6%  on  average,  compared 
with  a  4%  gain  for  the  S&P  500.  All 


told,  66  of  the  200  went  up;  134 
went  down. 

It's  a  strangely  interconnected 
world  we  inhabit.  The  Thai  baht 
starts  a  chain  reaction  that  plunges  the 


j=  developing  world  into  recession 
§  Hedge  funds  lose  their  shirts  short  ii 
|  ing  the  Japanese  yen  and  goin§| 
i  long  on  U.S.  Treasury  bonds;  the 
5  hedge  funds  collapse  and  take  the 
g  U.S.  junk  bond  market  with  them] 
°  In  the  so-called  flight  to  qualit 
*  that  follows,  small  stocks  gel 
8  slaughtered.      That      they      arc! 

bystanders  doesn't  help  them  at  alii 
There  is  no  way  for  investors  tcl 

protect  themselves  from  these  indi  [ 

rect    consequences     of    might}! 

events.  In  the  long  run,  however! 

investors  will  do  well  by  puttin  J 
their  money  in  the  best  companieJ 
around  when  the  stocks  of  thos<J 
companies  are  selling  at  reasonable 
prices.  Many  excellent  small-company 
stocks — including  some  members  ol 
our  200  Best  list — are  now  down  tcl 
more  reasonable  prices.  For  more  or| 
this  and  a  list  of  prospective  smal  | 
stock  bargains,  see  Money  &  Invest i 
ments  on  page  366. 


Winners 

Losers 

1 2-month 

1 2-month 

Rank 

Company 

price  change 

Rank 

Company 

price  change 

1 

American  Locker  Group 

384% 

159 

Premisys  Communications 

-73% 

61 

Tarrant  Apparel  Group 

196 

28 

DSP  Communications 

-72 

27 

Legato  Systems 

179 

96 

Ontrack  Data  International 

-71 

183 

PVC  Container 

84 

156 

Alcide 

-70 

2 

Syntel 

82 

87 

St  John  Knits 

-65 

63 

ResMed 

77 

126 

K&G  Men's  Center 

-64 

11 

Timberline  Software 

70 

161 

Barnett 

-63 

12 

Veritas  Software 

64 

95 

Viasat 

-63 

144 

Serologicals 

63 

62 

Hall  Kinion  &  Associates 

-62 

103 

Nobility  Homes 

56 

100 

Silverleaf  Resorts 

-61 

Cheapest 

Most 

expensive 

Rank 

Company 

P/E* 

Rank 

Company 

P/E* 

10 

Media  Arts  Group 

5.0 

12 

Veritas  Software 

50.8 

100 

Silverleaf  Resorts 

5.3 

68 

Advantage  Learning  Systems 

48.3 

162 

Coastcast 

5.3 

27 

Legato  Systems 

45.5 

156 

Alcide 

5.7 

88 

Great  Plains  Software 

40.9 

105 

Total  Control  Products 

5.9 

47 

Central  Parking 

32.4 

66 

RehabCare  Group 

5.9 

144 

Serologicals 

31.7 

32 

Gardner  Denver 

6.0 

3 

Abacus  Direct 

31.6 

113 

Crossmann  Communities 

6.0 

77 

Whittman-Hart 

31.4 

87 

St  John  Knits 

6.3 

142 

ITT  Educational  Services 

29.3 

140 

PAM  Transportation  Services 

6.3 

74 

Forrester  Research 

29.2 

Stock  price 

s  as  of  Oct.  2.  "Based  on  1999  earnings  es 

imates. 

Sow 

ce:  IBES  Express. 

After  taking  a] 
beating,  some 
200  Best  are 
trading  at 
ridiculously 
low  multiples 
others  are  still 
too  pricey. 
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I  Wow  its  late,  tut  I'd  like  some 
ushi.  How  far  do  I  kave  to  go?" 


m, 


lou  needn't  ever  leave  tke  comfort  of  your  Four  Seasons  room  to  he  transported  ty  a  talented  cnef. 
i  service  menus  abound  witk  regional  selections:  from  deep-disk  pizza  to  striped  Lass  witkout 
ated  calories,  to  komemade  ckicken  soup  at  1  a.m.  For  tke  same  treadtk  of  ckoice  in  anotker 

tailed  setting,  visit  our  restaurants  downstairs.  Tke  demands  of  kusiness  demand  notking  less        FOUR  SEASONS 
-  travel  counselor  or  in  tke  U.S.,  1-800-332-3442.  Visit  our  Wet  site:  www.fourseasons.com      Jfc**  W.&*** 

Defining  the  art  oj service  at  40  hotels  in  1Q  countries. 
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BEST      SMALL      COMPANIES 


The  high-tech  sector  is  dynamic  but  dangerous. 
It's  safer  to  look  for  companies 
that  sell  pickaxes  to  gold  seekers. 

Pickax  companies 


By  Caroline  Waxier 


Looking  for  the  next  hot  growth 
stock  is  a  frustrating  business.  Today's 
fast  grower  often  flames  out  quickly.  A 
growth  company — or  what  looks  like 
one — has  only  a  13%  chance  of  main- 
taining that  status  for  a  decade,  accord- 
ing to  Sanford  C.  Bernstein  &  Co. 

Peripheral  plays 


How  to  improve  your  odds: 

Look  for  stocks  that  operate  in 
businesses  where  the  future  is  fairly 
predictable.  W.  Whitfield  Gardner  of 
Gardner  Lewis  Asset  Management 
suggests  home  security,  residential 
trash  collecting  and  health  care.  These 


Company/business 

no 

price 
change 

Recent 
price 

1 

latest 
12  mos 

EPS 

1999 
est 

P/E 
1999 
est 

Latest 
12-mo 
sales 
($mil) 

Market 
value 
($mil) 

Hub  Group/transportation  services 
Mecklermedia/Internet  media 
Medtronic/medical  instruments 
National  Data/computer  services 
Sykes  Enterprises/computer  services 

-57% 

5 

-4 

-27 

-28 

$12.75 
26.19 
50.44 
26.50 

14.13 

$1.27 
0.78 
0.98 

-1.80 
0.32 

$1.61 
1.38 
1.73 
2.41 
1.17 

8 
19 
29 
11 
12 

$131 
61 

2,612 
649 
357 

$306 

238 

23,486 

891 

554 

Prices  as  of  Oct.  8.  'Acquisition  by  Penton  Media  per:  in 
Sourct 

Market  Guide 

via  OneSource  Information  Services;  IBES  Express. 
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are  businesses  where  basic  demand  i; 
so  strong  they  should  continue  tc 
grow  even  during  slowdowns. 

George  Mairs,  portfolio  manager  oij 
Mairs  &  Power  (and  member  of  th 
Forbes  Mutual  Fund  Honor  Roll) 
thinks  you  can  improve  your  odds  fur 
ther  by  seeking  out  businesses  when 
there  are  high  barriers  to  entry.  Hi: 
favorite:  Medtronic,  which  make 
implantable  devices  for  cardia 
patients. 

Look  for  outfits  that  may  no 
themselves  be  high  tech  but  serve 
high-tech  industries  such  as  comput 
ers  and  telecoms.  "The  way  to  mak< 
money  is  to  sell  pickaxes  to  th< 
prospectors,"  reasons  Robert  Mohn 
portfolio  manager  at  Acorn  US/ 
small-cap  growth  fund.  Many  of  thesi 
stocks  are  now  cheap,  since  they've 
plunged  along  with  the  tech  sector. 

Sykes  Enterprises,  for  example,  man 
help  desks  for  PC  makers  and  softwan 
developers  that  need  to  outsourc 
technical  support  for  the  end  user 
Products  wax  and  wane,  but  thei 
makers  always  need  to  find  ways  t 
help  their  customers  use  them 
Though  computer  prices  continue  tc 
fall,  Sykes  has  been  able  to  raise  it 
prices. 

Mecklermedia  runs  Internet  trad 
shows  and  conferences.  Flux  and  flue 
tuations  in  the  business  actually  ben 
efit  Mecklermedia  because  the  mor 
things  change,  the  more  people  rusl 
to  trade  shows  to  see  what's  new  anf| 
what's  not. 

Small-cap  manager  Mohn  is  happ 
to  "let  the  tech  companies  go  out  an 
bloody  themselves,"  while  he  focuse 
on  little-known  companies  that  figur 
out  how  to  turn  high  tech  to  thei 
advantage  in  established  industrie 
One  of  his  picks  is  National  Dat 
Corp.,  which  authorizes  medical  sei 
vices  and  settles  payments  to  doctoi 
and  hospitals.  Another  beneficiary  i 
Hub  Group,  Inc.,  a  freight  broke 
that  schedules  package  transportatio 
for  railroads  and  truckers.  Better  tecr 
nology  for  Hub  means  faster  an 
cheaper  deliveries. 

As  the  accompanying  table  show: 
these  nontech  but  tech-related  stocl 
have  been  clobbered  this  year  alon 
with  the  high-tech  sector. 

Happy  hunting.  ■ 
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,.aving  drive  and  talent  is  one 
hing.  But  this  is  show  business, 
laving  clout  is  everything." 


,* 


Vaughn  Gill 
tertainment  Lavy 
lall  Business  Serv 


User 


-  » 


:**% 

'^^m 


the  music  business,  where  who  you  are  is  as  important  as  how  you  sound,  Vaughn  Gill  helps  artists 
icceed.  But  when  he  started,  only  American  Express  Small  Business  Services  helped  him  compete  in  an 
dustry  of  giants.  With  the  Card,  he  had  spending  clout.  Now,  one  year  later  and  several  clients  larger,  he 
ijoys  the  ongoing  savings  of  our  special  small  business 


scounts  with  FedEx,  Mobil  and  Hertz.  Nice  performance.      CI©    1110^0 

< 

ill  1-800-SUCCESS  or  visit  www.americanexpress.com. 


AMERICAN] 
IEXPRESS 


Small  Business 
Services 


How  to  avoid  breakdowns. 
Nervous  or  otherwise. 


When  you're  out  for  a  long  drive  on  so  thoughtful,  practical  and  reliable,  its  emotional  baggage,  quite  comfo* 

a  lonesome  highway,  the  last  thing  an  automobile  that  can  help  make  your  For  your  convenience,  and  sari 

you  want  to  experience  is  a  breakdown,  commute,  and  life,  a  lot  less  stressful.  we've  included  thoughtful  touchc 

Especially  if  it's  the  kind  caused  by  (Just  think  of  it  as  therapy  on  wheels.)  about  everywhere.  The  controls 


high  levels  of  stress  and  anxiety 

But  don't  worn,:  That's  something 
you  won't  have  to  think  about  when 
you're  in  the  safe,  comfortable  confines 
of  the  1999  Accord  V-6  Sedan. 

In  the  Accord,  you'll  find  something 
that's  not  available  in  most  other  cars: 
peace  of  mind,  ^loii  see,  the  Accord  is 


Step  inside  the  Accords  spacious, 
luxurious  cabin,  and  you'll  notice  its 
calming  effects  almost  immediately. 

Ease  back  into  the  wide,  supportive 
drivers  seat.  Stretch  out  There's  an 
abundance  of  legroom,  hiproom  and 
headroom.  Enough  to  accommodate 
five  adult  passengers,  along  with  their 


gauges  are  easy  to  read  and  wit 
your  reach.  Specially  tinted  win< 
glass  protects  you  and  the  interic 
heat  and  I  A'  rays.  And,  vibration 
sound-absorbing  materials  provi) 
a  remarkably  quiet  and  peacefu 
On  the  EX  V-6  model  shown 
the  driver's  seat  adjusts  eight  din 


"Win  Amcncin  Numb  Miner  Co..  Iiu 


rlectronically  Remote  controls  leaving  all  your  worries  in  the  dust. 
:  high-powered  AM/FM  stereo  lake  to  the  highway  and  the  front 

P  player  arc  mounted  on  the  double  wishbone  and  rear  multi-link 

£  w  heel.  The  scats  are  trimmed  suspension  provides  the  responsive, 


Accords  will  receive  California's  Low- 
or  Ultra-Low  Emission  Vehicle  rating, 
the  strictest  standards  in  the  nation. 
Considering  all  the  relaxing  features 


t,  supple  leather.  And.  there's  even 
ial  holder  for  your  sunglasses. 
m,  if  all  these  amenities  don't  lift 
spirits,  the  Accord  V-6  Sedans 
nmance  most  certainly  will.  Just 
j  tap  the  accelerator  and  the 
rful  200-horsepower  VTEC™ 
e  launches  the  Accord,  promptly 


agile  handling  and  control  you  need 
to  deftly  maneuver  through  even  the 
most  nerve-racking  traffic  situations. 
What's  more,  the  Accord  will  even 
put  your  conscience  at  ease.  You'll  find 
peace  of  mind  in  knowing  Honda  is 
strongly  committed  to  protecting  the 
environment.  In  fact,  nearly  70%  of  all 


this  car  has  to  offer,  perhaps  the  only 
time  the  Accord  may  cause  any  undue 
anxiety  is  when  you  have  to  be  away 
from  it.  So,  to  experience  the  Accords 
soothing  effects,  call  1-800-33-HONDA. 
Or,  simply  visit  us  at  www.honda.com. 

The  Accord 


HONDA 


BEST      SMALL      COMPANIES 


The  market  for  initial 
public  offerings 
is  all  but  shut  down. 
When  it  opens,  expect 
better  merchandise 
at  lower  prices. 

Closed 

for 

renovation 

By  Luisa  Kroll 

MA  K I N  G  the  200  Best  Small  Com- 
panies list  just  got  a  little  harder.  The 
market  for  initial  public  offerings,  the 
gateway  through  which  these  compa- 
nies must  pass,  has  all  but  slammed 
shut  for  the  year.  If  you  don't  go 
public,  you  don't  make  the  list. 

The  1998  IPO  market  started  off 
strong,  with  many  of  the  offerings 
quickly  moving  to  a  premium,  but 
then  it  collapsed.  Even  well-respect- 
ed firms  like  Goldman,  Sachs  and 
Neuberger  &  Berman  chose  to  shelve 
their  IPOs.  If  you  had  invested  the 
same  amount  in  every  IPO,  you'd 
have  incurred  a  14.7%  loss  through 
September  compared  with  a  string  of 
dnnhle-digit  increases  going  back  at 
least  six  years  (see  table). 

There  were  some  spectacular  ex- 
ceptions. The  share  prices  of  Internet 
stocks  like  VeriSign,  Ebay  and  Broad- 
cast.com  rose  at  least  95%;  Inktomi, 
which  develops  software  that  cuts  on- 
line downloading  time,  jumped 
318%;  pharmacy  chain  Duane  Reade 
is  up  130%  since  its  [PO. 

But  the  list  of  [PO  losers  is  as  long 
as  a  Depression-era  breadline,  bmj 
Medical  Management,  which  man- 
ages orthopedic  physician  groups, 
went  public  at  $7  and  recently  traded 
r  $1.  Other  notable  lulus:  US]      !om- 


munications,  a  local  carrier  providing 
telecom  services,  which  fell  9l%;  Ziff- 
Davis,  best  known  as  a  publisher 
of  computer  magazines,  which 
dropped  53%;  1-800-contacts,  a 
direct  marketer  (down  52%);  and 
computer  reseller  Cyberian  Outpost 
(down  42%). 
You  can  blame  the  stock  market's 

New  issues,  big  problems 


Year 

Number 
of  issues 

Amount 
raised  ($bil) 

%  change* 

1991 

330 

$15.2 

NA 

1992 

451 

20.5 

31.9% 

1993 

561 

28.6 

24.5 

1994 

449 

16.4 

12.7 

1995 

506 

26.7 

40.7 

1996 

754 

40.5 

17.3 

1997 

524 

30.7 

23.7 

1998 

305 

20.9 

-14.7 

Excludes  closed-end  funds,  ADRs  and  real  estate  investment 
trusts.  Calculated  at  the  end  of  each  respective  year.  Through 
Sept.  30.  NA:  Not  available. 

Source.  CommScan  LLC,  a  New  York-based  investment  banking 
research  firm  (www.commscan.com). 

After  a  strong  start  this  year,  the  IPO  market,  bat 
tered  by  turmoil  in  the  major  indexes,  has  tanked, 
Many  companies  have  shelved  plans  to  go  public. 


collapse,  but  you've  got  to  concede 
that  the  quality  of  the  offerings  dete 
riorated,  too.  One  out  of  three  new 
issues  in  1998  had  no  operating 
income,  reports  Renaissance  Capital, 
a  Greenwich,  Conn.  IPO  research 
firm.  That's  up  from  one  in  four  in 
1997,  and  one  in  six  in  1996.  "There 
was  too  much  optimism  and  too 
many  companies  going 
public  off  their  business 
plans,"  says  Michael  Moe. 
director  of  global  growth- 
stock  research  at  Merrill 
Lynch. 

When  the  stock  market 
calms  down,  there's  nc 
doubt  that  the  IPO  bazaai 
will  be  back  in  business, 
but  you  can  bet  that  the 
quality  of  the  merchandise 
will  improve  and  the  prices 
will  be  fairer. 

"The  ipo  market  i; 
going  back  to  the  day? 
when  me-too  companie; 
and  ones  ranked  fifth  oi 
eighth  in  an  industry  usee 
to  stay  private  or  were  sole 
to  leading  players,"  say: 
Scott  Sipprelle,  cofoundei 
of  Midtown  Researcr 
Group.  ■ 
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As  the  market  leader  in  environmental  insurance,  we  can  help 
protect  you  against  asset  devaluation  and  contingent  liabilities, 
whatever  your  size.  Call  your  broker  or  visit  www.aig.com 


AIG 


ENVIRONMENTAL  PROTECTION 

AMERICAN  INTERNATIONAL  COMPANIES,  70  PINE  ST..  DEPT.  A,  NEW  YORK.  NY  10270 


BEST      SMALL      COMPANIES 


There  are  plenty  of  great  high-tech  companies  on  this  year's  200  list. 
But  so  far,  there's  not  a  single  pure  Internet  player  among  them. 


Where  are  the  Netheads? 


r 
■tpi 


By  Josh  McHugh 


Poring  over  our  list  of  the  200 
Best  Small  Companies,  there  seems  to 
be  a  stunning  omission:  Internet 
companies.  Despite  the  phenomenal 
growth  of  Net  startups,  the  record- 
breaking  ipos  (and  the  instant  billion- 
aires), not  a  single  "pure"  Internet 
outfit  has  ever  qualified  for  our  list. 

The  reason  is  clear:  Internet  stock 
valuations  are  built  on  hope.  The 
Forbes   200   demands   solid 
results. 

At  the  moment  we  suspect 
that  our  200  members  are 
making  more  money  off  the 
Internet  than  the  pure  Inter-  g 

net  companies  are.  Many  of 
them  use  the  Net  in  some 
capacity,  whether  in  market- 
ing, inventory  management  or 
on-line  sales.  Even  nontech 
outfits  go  on-line  to  reach 
new  customers,  save  money 
and  increase  revenues. 

Take  Forrester  Research, 
which  caters  to  aspiring  Inter- 
net startups.  The  Cambridge,  ^ 
Mass.  technology  consulting 
firm  (number  74)  is  known  for 
its  reports  on  markets  like  Web 
advertising  (a  $15.2  billion 
business  by  2003,  according  to 
Forrester)  and  E-commerce 
($17.4  billion  by  2001). 

And  there's  Information 
Management  Resources,  a 
new  member  of  our  list 
(number  23).  The  Clearwater, 
Fla.  company  offers  outsourc- 
ing help  on  projects  like 
upgrading  aging  mainframe  or 
network  systems  and,  of 
course,  preparing  corporations 
for  the  notorious  year  2000 
software  bug.  It  relies  on  the 
Internet  to  link  project  work- 
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ers  in  the  U.S.  with  their  peers  across 
several  time  zones  and  continents. 

Sacramento,  Calif.-based  Level 
One  Communications,  another  new 
entry  (number  42),  provides  high- 
speed access  to  the  Internet.  Its  cir- 
cuits let  companies  integrate  old 
analog  networks,  such  as  tradition- 
al telephone  systems,  with  newer 
digital    networks    like    corporate 


intranets  and  the  Internet. 

This  is  not  to  say  that  in  the  fairl 
near  future  the  200  won't  be  dotte( 
with  pure  Net  outfits.  But  for  nov 
they  just  don't  have  the  profits.  Mos 
Internet  companies  have  to  grov 
quickly  to  establish  themselves 
Sometimes  it's  a  matter  of  being  firs 
to  market  or,  at  least,  the  first  tt 
dominate  a  market  niche.  Often  it' 
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imperative  to  "define  the  space" — 
establish  an  Internet  brand  so  mil- 
lions of  Web  users  get  to  know  you. 
In  the  rush  to  sign  up  customers, 
Internet  companies  invariably  sacii 
fice  profits  for  rapid  sales  growth. 

If  they  wait  to  get  profitable  before 
expanding,  they  will  get  trampled. 

Since  Amazon.com  went 
public  in  May  1997,  its  rev- 
enues have  jumped  to  S307 
million  and  are  growing  at  an 
annual  rate  of  1,287%.  But  it 
hasn't  yet  racked  up  its  first 
profits.  Analysts  don't  think  it 
will  until  after  1999.  By  then 
the  on-line  book  retailer  will 
be  tar  larger  than  any  member  _ 
of  our  200  club. 

Yahoo!  is  another  quick  starter. 
Sales  are  growing  at  an  annual  rate  of 
447%,  far  faster  than  any  of  the  com- 
panies on  our  list,  whose  revenues  are 
expanding  at  an  average  of  34%. 
Recently  Yahoo!  announced  a  third- 
quarter  profit  of  15  cents — only  the 


third  time  it's  been  in  the  black  since 
going  public  in  April  1996.  Not 
good  enough  for  our  200  list,  which 
demands  an  average  five-year  earn- 
ings-per-share  growth  of  10%. 

Yahoo!  could  retain  some  very 
healthy  profits;  its  gross  margins  are 
86.1%'on  sales  of  $115  million.  It's 


Unlike  many  startups,  Internet 

companies  must  grow  as 

quickly  as  possible  to  survive — 

or  risk  getting  squashed  before 

getting  off  the  ground. 


expected  to  book  $34  million  in 
1998  earnings,  Yahoo! 's  first  annual 
profits  after  years  of  plowing  most  of 
its  revenues  into  marketing  to  battle 
the  likes  of  Microsoft,  Disney  and 
Time  Warner. 

Check  out  the  table  below,  a  list  of 


promising  small  Internet  companies 
slated  to  go  public  late  this  year  and 
early  next  year.  There's  a  good  chance 
that,  like  Yahoo!,  by  the  time  some  of 
these  outfits  get  profitable,  they'll  be 
too  big  for  the  200  and  will  already 
be  Forbes  500  companies. 

Best  200  candidates  or  not,  no 
investor  will  want  to  overlook 
the  Net  stocks. 

There's  Healtheon,  the 
latest  project  fielded  by 
Netscape  founder  James  Clark. 
It  uses  the  Internet  to  straight- 
en out  the  costly  snafus  of 
information  systems  in  the 
health  care  industry. 
_  PcOrder.com,  a  spinoff  of  pri- 
vately held  software  maker 
Trilogy  Development,  relies  on  Inter- 
net-based ordering  to  help  PC  manu- 
facturers streamline  the  computer 
ordering  process. 

But  don't  blink.  The  next  time  you 
see  their  names,  they  may  no  longer 
be  small  companies.  wm 


Gentlemen,  start  your  cyber  engines 


Company 

Abovenet  Communications 

barnesandnoble.com 

Earthweb 

Headhunter.net 

Healtheon 

lnfospace.com 

Internet  America 

InterWorld 

Multex  Systems 

Net  Grocer 

pcOrder.com 

Prodigy  Systems 

TheGlobe.com 

Ticketmaster  On-line-Citysearch 

uBID 

Vignette  Corp 

Xoom 

*Latest  12  months. 
i  Forbes  ■  November  2,  1998 


Description 

Internet  service  provider 
Book  chain's  on-line  spinoff 
On-line  tech  reference  library 
On-line  employment  listing 
Internet-based  health  care  systems 
On-line  yellow  pages,  maps,  etc. 
Texas  ISP  for  Net  novices 
Internet  commerce  software 
On-line  financial  research 
Internet  home  delivery  supermarket 
Internet-based  PC  order  systems 
Internet  service  provider 
Web  community 
On-line  city  guides/ticket  sales 
Internet  auctioneer 
Internet  relationship  software 
Web  community 


Underwriter 

CIBCOppenheimer 
Goldman,  Sachs 
J.P.  Morgan 
Wheat  First 
Morgan  Stanley 
Hambrecht  &  Quist 
Hoak  Securities 
CS  First  Boston 
Robertson,  Stephens 
CIBCOppenheimer 
Goldman,  Sachs 
Bear,  Steams 
Bear,  Stearns 
NationsBanc  Montgomery 
Merrill  Lynch 
Morgan  Stanley 
Bear,  Stearns 

Source:  Renaissance  IPO  Fund. 


Revenues*  ($mil) 
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A  robust  ciga 


Macanudo  Robust  stands  for  a  new,  deeper  dimension  in 


true  cigar  taste. 


..  .>;.>,,.  ^ 


Robust  i 

cigar  also  delivers  the  unequaled  smoothness  that  has  always 

distinguished  Macanudo  cigars. 

The  robustness  comes  from  the  richest  Dominican  Piloto 
Cubano  tobacco  and  a  unique  Havana-seed  binder  grown  in 
Connecticut  especially  for  this  cigar.  And  the  smoothness 
is  the  result  of  the  darkest  and  most  thoroughly  cured  of  all 
Connecticut  Shade  wrapper  leaves. 

Light  up  a  Macanudo  Robust  and  let  the  depth  of  the 
experience  give  you  a  new  sense  of  who  you  are. 
And  what  you're  all  about. 


® 
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For  more  information  or  .1  Macanudo  Rolfcst  brochure,  call  l-800-37S-01l.)4  or  visit  Club  Macanudo  in  cither  New  York  or  Chic 
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B  EST      SMALL      COMPANIES    | 


10  TO  WATCH  |  When  companies  hit  a  rough  spot  they  often  blame 
their  distributors.  Boston  Acoustics  knew  that  it  needed  fresher  products. 


Thinking 
outside  the  box 


By  William  P.  Barrett 


For  the  five  years  through  1992 
Boston  Acoustics  was  a  regular  in  the 
top  third  of  the  Forbes  200  Best  Small 
Companies  list.  Average  annual  earn- 
ings increased  25%;  return  on  equity,  a 
hefty  21.8%.  No  debt. 

Then  the  Peabody,  Mass.  maker  of 
high-quality  but  moderately  priced 
stereo  speakers  hit  a  rough  patch. 
Earnings  swung  like  a  monitoring 
needle  on  a  tape  deck:  aging  product 
line  of  home  and  car  products,  manu- 
facturing glitches,  rising  overhead  and 
losses  on  a  botched  foreign  invest- 
ment. In  1993  Boston  Acoustics  was 
gone  from  the  200. 

Now  it's  back. 

"The  typical  knee-jerk  reaction  in 


this  industry  would  have  been  to 
increase  distribution,  get  more  retail 
oudets,"  says  Andrew  Kotsatos,  chair- 
man, chief  executive  and  cofounder. 
"But  we  realized  that  would  hurt  our 
relationships  with  our  loyal  distribu- 
tors." Not  to  mention  increasing 
overhead. 

Time  to  think  a  bit  outside  the  box. 
Instead  of  expanding  distribution, 
Boston  Acoustics  would  produce 
better  products.  Kotsatos  boosted 
R&D  spending  from  4%  of  annual  sales 
to  as  high  as  6.4%. 

The  company  developed  a  line  of 
indoor/outdoor  speakers  for  cus- 
tomers who  want  to  move  their 
music  outside  to  a  pool  or  patio.  It 


figured  out  how  to  get  a  piece  of  thei 
growing  PC  business  by  signing  a 
deal  to  make  higher  quality  speakers 
for  Gateway  2000. 

In  the  fiscal  year  ended  last  March, 
Boston  Acoustics'  revenues  zoomed 
64%,  to  $82  million.  Split-adjusted 
earnings  per  share  increased  112%,  to 
$1.74.  The  company  settled  in  19th 
spot  on  the  Forbes  200. 

Gateway  now  accounts  for  35%  of 
Boston  Acoustics'  revenues,  a  percent- 
age likely  to  rise.  Overdependence  on 
one  customer?  Maybe,  but  Kotsatos 
says  the  Gateway  deal  is  nonexclusive, 
meaning  he  can  supply  other  comput- 
er makers  with  high  quality  speakers. 

These  days  Boston  Acoustics  has 
some  modest  debt,  $8  million, 
incurred  to  buy  the  22%  stake  of  co- 
founder  Frank  Reed,  who  died  in 
1996.  Kotsatos,  58,  says  Boston 
Acoustics  was  "a  two-guy  company— 
but  a  hell  of  a  two-guy  company/ 
Now  he  intends  to  show  that  it? 
management  depth  is  more  than  just 
two  deep.  I 
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AFTER  30  DAYS,  MOST 
CHARGE  CARD  COMPANIES 
GIVE  YOD  A  WARNING. 

WE  GIVE  YOU  ANOTHER  30  DAYS. 


There  must  be  a  catch,  right?  Actually,  no.  We  understand  that 
sometimes  a  three-day  business  trip  turns  into  three  weeks  and, 
by  necessity,  you  could  use  some  extra  time  to  pay  your  bill.  That's 
why  we  always  give  you  the  convenience  of  an  extra  billing  period  to 
pay  when  you  need  it,  interest-free.  Another  difference  is  having  a  real 
person  answer  your  calls  and  help  you,  24  hours  a  day.  We  also  give 
you  an  award-winning  rewards  program  that  allows  you  to  earn  miles 
that  can  be  redeemed  on  every  major  U.S.  airline.   And,  of  course,  the 
Diners  Club  Card  is  welcomed  by  airlines,  hotels,  car  rental  companies 
and  millions  of  other  places  you  go.   Call  us  at  1  800  2  DINERS. 
We'll  answer  all  of  your  questions,  no  extra  charge. 


<Si 


m  Diners  Club 
*"  International 


2331  12 

ss"  M  Bit  315 


BREAKING  THE  PLASTIC  MOLD. 


mi  Citicorp  Diners  Club  Inc        www  dinersclubus  < 


BEST      SMALL      COMPANIES 


10  TO  WATCH  |  Koala  made  its  mark  a  decade  ago  with  diaper- changing 
gadgets  in  rest  rooms.  Now  it's  out  to  make  all  public  places  kid-friendly. 


Beyond  the  bathroom 


By  Christopher  Palmeri 


If  you've  been  to  a  public  toilet 
lately,  chances  are  very  good  that  you 
have  seen  Koala  Corp.'s  signature 
product — the  diaper-changing  sta- 
tion. The  company  was  founded  12 
years  ago  by  four  St.  Paul,  Minn, 
businessmen  who  came  up  with  the 
idea  of  putting  fold-out,  plastic 
changing  stations  in  public  bath- 
rooms— men's  rooms,  too.  Koala  has 
sold  around  300,000  units  to  restau- 
rants, ball  parks,  retail  stores  and  gas 
stations  around  the  world.  Average 
price:  $199  each. 

Koala  still  has  about  half  of  the 
market  and  sales  are  growing  at  20% 
a  year,  but  it's  facing  competition 
from  a  half-dozen  com- 
panies, including  Rub- 
bermaid, Inc.  So  Koala 
Chairman  Mark  Betker 
is  preparing  for  the  day 
when  diaper-station  rev- 
enues hit  the  wall — 
instead  of  merely  hang- 
ing from  it.  "We're 
trying  to  get  out  of  the 
bathroom,"  he  quips. 

Koala  began  moving 
out  of  the  bathroom 
under  Betker's  predeces- 
sor and  company  co- 
founder  Jeff  Hilger. 
A  semiretired  medical 
device  salesman,  Hilger 
rolled  out  a  booster  seat 
for  restaurants  and 
another  chair  that  could 
be  strapped  to  a  bath- 
room stall  so  mom  or 
dad  could  do  their  busi- 
ness and  still  watch  baby. 

After  Koala  went 
public,  Hilger  was  eased 
out  and  replaced  by 
Betker,  who  had  helped 
build      privately     held 
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Windsor  Industries  Inc.  into  a  sizable 
maker  of  industrial  cleaning  equip- 
ment. 

Betker  saw  his  franchise  in  broader 
terms:  His  goal  is  to  make  public 
places  more  kid-friendly.  Using  cash 
and  stock,  he  has  acquired  companies 
that  make  indoor  and  outdoor  play- 
ground equipment — everything  from 
a  $300  table  with  Lego-like  blocks 
on  top  to  $300,000  custom-made 
contraptions  with  tunnels  and  lad- 
ders. Pizza  Hut,  Outback  Steak- 
house,  even  military  bases,  are  snap- 
ping them  up. 

Betker  is  betting  on  a  continuing 
rise  in  the  number  of  single-parent 


and  dual-career  families,  people  whc 
can't  go  anywhere  unless  they 
the  kid  along.  If  children  can't  be 
kept  diverted,  the  salespeople  can'j 
do  their  magic.  "No  car  dealer  in  the 
world  can  compete  with  a  2-year| 
old,"  Betker  says. 

No  cracks  in  the  plan  so  far 
Koala's  sales  and  earnings  have  monl 
than  tripled  in  the  last  five  years.  Thcl 
company  is  expected  to  earn  nearhl 
$3  million  on  sales  of  $18  million  thiaj 
year,  a  25%  gain  from  1997. 

Betker's  latest  target:  supermarket 
chains,  including  Bashas'  in  Arizon;] 
and  Shop  Rite,  which  increasingly  ar<[ 
building  separate  play  areas  for  kids  J 
Koala  is  hoping  to  furnish  all  of  thei  [ 
needs.  The  company  is  designing 
rooms  and  selling  playground  equipJ 
ment,  as  well  as  selling  things  liktf 
video  cameras  and  carpeting  boughij 
from  other  vendors.  "We  can  turn 
$600  order  into  $30,000," 
Betker,  smiling  just  like  a  kid. 
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Koala's  Mar 
Betker  ejgHding 
the  business: 
Diapers  aren't 
forever. 
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id  financial  security  from  GE. 


H  Introducing  insurance  and  investments  from  a 
1 1  name  you  can  trust.  GE. 

I  For  every  step  you  take  in  life,  you  can  trust  GE  to  help.  Over  five 

I  million  people  already  turn  to  die  GE  Financial  Assurance  family 

of  companies  for  mutual  funds,  life  insurance,  annuities,  long  term 

care  insurance,  supplemental  health  insurance  and  auto  insurance. 

So  when  you  think  of  insurance  and  investments,  think  of  GE. 

Visit  us  at  www.ge.com/financial. 


We  bring  good  things  to  life. 


LIFE  INSURANCE  •  MUTUAL  FUNDS  •  ANNUITIES  •  LONG  TERM  CARE  INSURANCE  •  AUTO  INSURANCE  •  SUPPLEMENTAL  HEALTH  INSURANCE 

Insurance  and  investment  products  available  from  the  GE  Financial  Assurance  family  of  companies.  Mutual  funds  and  variable  insurance  products  are  offered  by  Capital  Brokerage 
Corp..  Member  NASD/SIPC,  and  available  through  select  broker  dealers.  Capital  Brokerage  Corp.  does  business  as  GE  Capital  Brokerage  Corporation  in  IN,  MN,  NM  and  TX. 
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People  power 


By  Stephan  Herrera 


10  TO  WATCH  |  When  you've  got  a  large  payroll  to  meet,  you  had  better 
make  sure  you  motivate  your  people  well.  Sapient  knows  how. 

riet-related  systems  for  a  range  ot 
industries.  For  example,  in  August 
Sapient  bought  Web  site  designer 
Studio  Archetype. 

This  is  a  people-intensive  business.! 

For  a  company  its  size,  CambridgeJ 

Mass. -based  Sapient  has  a  big  payroll,! 

having  nearly  doubled  its  staff  in  the| 

past  year  to  1,200  people.; 

Which  means  it  can't  afford  tol 

have     people     just     sittingl 

around  or  working  inefficient-! 

ly.  "We've  only  screwed  up! 

two       jobs       that       have] 

cost  us  big  money  so  far,  and] 

both  were  a  result  of  poor 

people  management,"  saysl 

Sapient     cofounder     JerryJ 

Greenberg,  32. 

Greenberg  and  cofounder] 
J.  Stuart  Moore,  36,  whoj 
share  the  chief  executive  posi- 
tion, have  scrapped  the  tradi- 
tional top-down  centralizedJ 
corporate  model.  Sapient  isl 
divided  into  six  autonomousij 
teams,  each  serving  a  specificl 
market:    financial    services^ 
energy,  government,  manu- 
facturing,  health   care   andJ 
communications.  Each  indus-| 
try  relies  increasingly  on  thel 
Internet  for  everything  from! 
communications  to  billing,! 
and  each  has  its  own  require- 
ments and  problems. 

Anyone    who    has    everl 
worked  in  a  big  company  has  I 
felt  frustrated  because  he  was 
doing  only  a  small  piece  of  a  I 
job  and  never  saw  it  whole. I 
Sapient  figured  people  would  I 
work  more  productively  ill 
they  jumped  into  all  phases  ol  | 
a  project. 
"You  can  step  in  here  and  make  ar.  I 
impact  immediately,  as  if  you're  run- 
ning your  own  show,"  says  Moore.  He  I 
says  this  assurance  helps  recruiting 
efforts  at  places  like  U.C.  Berkeley,  Mn 
and  Harvard.  Sapient  estimates  itJ 
offer- acceptance  rate  among  such  new 
prospects  to  be  90%.  Turnover  at  the  J 
company  remains  less  than  15%,  hal: 
die  industry  average. 


The  growth  trajectory  at  Sapient 
Corp.  caught  Forbes'  eye  last  year  and 
landed  the  company  the  number  24 
spot  on  our  Best  200  list.  Sapient 
builds  Internet  and  software  systems  for 
E-commerce  and  automating  back- 
office  tasks  like  billing  and  inventory.  It 
has  a  great  gimmick:  All  jobs  are  fixed- 
fee,  performed  on  time  and  on  budget, 
or  Sapient  cats  the  difference. 


Nice  formula,  difficult  execution. 
Sapient  seems  to  have  met  the  chal- 
lenge; 1998  revenues  are  expected  to 
jump  71%,  to  $154  million,  earnings 
by  47%,  to  72  cents  a  share. 

A  good  deal  of  the  growth  this  year 
comes  from  a  fundamental  shift  in  die 
company's  business.  It  is  moving  away 
from  client-server  systems  for,  say, 
financial  services  companies  to  Inter- 
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DEA  IS  OFTEN  THE  RESULT  OF  TWO  OLD^IDEAS 
MEETING  FOR  THE  FIRST  TIME. 


At  AEP,  we  have  ideas  that  can  make  you  more  efficient, 

more  productive  and  more  profitable.  Ideas  with  power." 

To  find  out  more,  visit  us  at  www.aep.com. 


AEP  AMERICAN 
ELECTRIC 
POWER 

AEP:  America's  Energy  Partner 
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King  of  hearts 


By  Bruce  Upbin 


10  TO  WATCH     Operating  in  an  ethically  touchy  business,  CryoLife  has 
established  a  strong  niche  for  itself— and  frozen  out  the  competition. 

As  a  promotion,  Anderson,  a  form(| 
salesman  of  pacemakers,  has  give! 
away  $3,000  liquid  nitrogen  freezejf 
to  loyal  surgeon  customers. 

CryoLife  has  locked  up  80%  oft 
human  heart  valve  business.  It's  walll 
ing  a  fine  line  here.  Federal  law  pre 
hibits  trafficking  in  human  organs.  SI 
CryoLife  never  officially  takes  posse?| 
sion  of  the  tissue.  It  pays  tissue  ba 
about  $1,000  for  each  heart  and  pa 
that  cost  along  to  the  recipient. 

It's  a  tough  business,  but  a  pro:| 
itable  one.  CryoLife  should  net  nearlj 
$8  million  this  year  on  revenues  of  $( 
million,  a  12%  return  on  equity. 

Anderson  has  not  bet  everything  o 
cryopreservation.  CryoLife's  $4 
lion  research  budget  is  helping  tl 
develop  Synergraft,  a  hybrid  animal 
human  tissue  that  uses  the  humaj 
recipient's  own  blood  cells  rather  thai 
the  pig's  cells.  A  product  is  at  least  fivl 
years  away,  but  if  it  works,  says  Andeii 
son,  "there's  a  good  chance  SynergraJ 
will  replace  all-human  tissue" — an;' 
solve  his  supply  problems. 


As  every  successful  entrepreneur 
knows,  good  technology  is  never 
enough.  It's  got  to  be  something  the 
other  fellow  can't  easily  copy. 

CryoLife,  Inc.  is  the  world's  largest, 
and  only  for-profit,  supplier  of  frozen 
human  tissue — heart  valves,  leg  veins 
and  cartilage.The  Kennesaw,  Ga.  com- 
pany was  founded  in  1984  as  a 
common  source  for  body  parts.  But 
because  it  had  no  strong  patents  on  its 
freezing  techniques,  it  left  an  opening 
for  potential  rivals  to  exploit. 

Cofounder  and  Chairman  Steven 
Anderson  knew  he  had  to  get  an  edge. 
He  got  it  by  building  a  special  rela- 
tionship with  his  sole  suppliers — the 
organ  and  tissue  banks  that  convince 
candidate  donors  or  their  families  to 
give  up  organs.  These  are  indis- 
pensable middlemen  in  this  busi- 
ness because  it  would  be  consid- 
ered unethical  for  a  supplier  to 
go  to  hospitals  and  make  direct 
deals  to  buy  the  stuff. 

Anderson  hired  a  sales  staff  to 
persuade  these  nonprofit  groups 
that  CryoLife  wasn't  selling 
body  parts  on  the  black  market 
and  that  it  was  suitably  choosy 
about  what  it  bought.  That 
meant  documenting,  complete 
with  a  destruction  report  by 
serial  number,  its  reasons  for 
rejecting  a  heart. 

Today,  with  nearly  31,000 
heart  valves  shipped  and  only 
one  documented  fungal  infec- 
tion, CryoLife  has  built  a  solid 
network  of  280  tissue  banks. 
They  supply  the  company  what 
it  needs,  and  it  in  turn  provides 
training  in  dissecting  cadavers 
and  packaging  hearts  and  help 
with  promoting  the  organ 
banks'  services.  Many  banks 
now  will  sell  only  to  CryoLife. 
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Anderson  has  to  sell  on  two  fronts: 
He  must  persuade  the  people  who 
gather  the  transplant  material  to  sell  to 
him,  and  he  must  persuade  surgeons 
to  trust  his  product.  Not  an  easy  sell 
because  surgeons  can  pull  any  size  St. 
Jude  Medical  mechanical  heart  valve 
off  a  shelf  in  the  operating  room. 
Thawing  a  frozen  one  takes  at  least  15 
minutes.  It  has  to  be  the  perfect  size 
for  an  adult  and  nearly  perfect  for  a 
child.  CryoLife  employs  37  sales- 
people to  call  on  surgeons  and  remind 
them  that  for  children  and  women  of 
childbearing  age,  human  valves, 
though  70%  more  expensive  than 
mechanical  valves,  eliminate  the  need 
for  lifetime  dependency  on  anti- 
coagulant drugs. 
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that  progress  is  measured  by  What's  new  on  the  ramp. 

Our  latest  example  is  the  Falcon  900C,  with  a  cockpit 
upgrade  straight  from  the  900EX— a  high-performing  leap  in 
ergonomics  and  function.  It  replaces  the  900B  in  our  lineup. 

Constant  improvement — it  keeps  Falcons  the  best  designed, 
best  built,  best  flying  business  jets  at  the  top  of  the  market. 

For  information,  contact  John  Rosanvallon  in  the  U.S.  at 
(201)  541-4600  or  Jean-Ciaude  Bouxin  in  Paris  at  (331)  40-83-93-08. 
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CON      JET 


ivwxv.falconjet.com 
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jild  ever  be  created  if  someone  didn't  think  of  it  first,  and  dreaming 
|ou  expect  your  banker  to  look  beyond  the  obvious,  perhaps  you 
pt  bank  for  you.  ^UBS 


S  Warburg  Dillon  Read  LLC,  a  subsidiary  of  UBS  AG,  is  a  registered  broker-dealer  and  member  of  SIPC,  the  New  York  Stock  Exchange  and  other  leading  exchanges. 


BEST      SMALL      COMPANIES 


10  TO  WATCH  1  Pacific  Sunwear  of  California  doesn't  really  sell  clothes.| 
As  every  American  teenager  knows,  it  sells  cool. 


Cool  it 


By  Kelly  Barron 


Pacific  Sunwear  of  California  Chief 
Executive  Greg  Weaver  and  President 
Timothy  Harmon  have  each  logged 
100,000  frequent-flier  miles.  Review- 
ing a  recent  itinerary,  Harmon, 
46,  rattles  off  cities  like  a  train  con- 
ductor, finishing  breathlessly  with: 
"Then  the  following  week  we  flew. . . 
somewhere." 

It's  less  wanderlust  than  survival. 
Visiting  stores  and  talking  to  teens  is 
the  only  way  Anaheim,  Calif-based 
Pacific  Sunwear  can  stay  close  to  its 
young  customer — typically  a  15 -year- 
old  boy  into  boardsports,  baggy  cargo 
pants  and  clunky  sneakers. 

Leaning  on  a  carousel  of  wide- 
legged  blue  jeans  at  the  chain's  Santa 
Ana  store,  Weaver,  44,  points  to  a 
rack  of  flannel  shirts.  Last  year  the 
company  devoted  three  racks  to  the 
lumberjack  plaid  tops,  he  says.  This 
year?  One.  By  questioning  his  teen- 
age salespeople,  Weaver  learned  the 
shirts  were  no  longer  cool.  Out  they 
went.  In  came  more  T  shirts  by 
hot  brands  like  Birdhouse  and 
Hook-ups. 

Weaver,  who  spent  13  years  with 
Jaeger  Sportswear  Ltd.  before  joining 
Pacific  Sunwear  in  1987,  leaves  little 
to  chance.  The  company  allocates  up 
to  10%  of  its  roughly  $300  million 
retail  merchandising  budget  to  testing 
new  garments  and  accessories  before 
rolling  them  out  to  all  stores.  Exam- 
ple: experimenting  with  skateboard 
sales  in  just  50  of  its  323  shops. 

Getting  it  just  right  isn't  easy — 
there's  nothing  that  loses  value  faster 
than  fashion  merchandise  that  goes 
out  of  fashion.  For  the  moment, 
Pacific  Sunwear  is  getting  it  right. 
Earnings  should  grow  46%,  to  $24 
million,  this  year  on  sales  projected 
to  rise  41%,  to  $321  million.  Sales 
per  square  foot  ($408)  are  one  of  die 


Frequent  fliers 

Tim  Harmon  and 

Greg  Weaver: 

Talking  to  kids 
keeps  them  hip. 


highest  among  specialty  retailers. 

Pacific  Sunwear  wasn't  always  riding 
so  high.  In  1995,  in  the  dead  of  the 
Minnesota  winter,  the  chain  opened  a 
store  full  of  California  beachwear — 
shorts  and  T  shirts — at  the  Mall  of 
America.  "We  had  kids  come  in  and 
say,  'This  is  a  cool  store.  I'll  be  back 
when  it's  summer,'"  says  Weaver. 
That's  when  Weaver,  previously  chief 
operating  officer,  was  put  in  charge. 
No  more  dependence  on  beachwear 
in  midwinter.  He  added  pants,  jackets, 
shoes  and  a  junior  section  for  girls. 
But  dresses  and  skirts  bombed. 
Weaver  admits  he  should  have  known 
better:  In  focus  groups,  girls  said  the 
only  time  they  wore  dresses  was  to 
funerals.  The  junior  section  was  given 
a  tombo\ish  look  to  mirror  the  stores' 
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existing  boys'  lines.  This  year,  juniors 
should  account  for  25%  of  sales. 

"We've  learned  a  lot,  but  we're  not 
complacent,"  says  Weaver.  The  chain 
stays  in  close  touch  with  vendors, 
holding  open  house  every  Wednesday 
at  its  headquarters,  where  suppliers 
show  buyers  the  latest  merchandise. 
Pacific  Sunwear  frequently  talks  with 
bigger  vendors  such  as  Quiksilver 
about  what  clothes  will  be  hot. 

The  company  has  big  plans  to  open 
1 00  stores  next  year,  including  a  new 
apparel  store  called  d.e.m.o.,  aimed  at 
twenty-something  urban  males  whe 
like  hip-hop  music  and  streetwise 
brands  like  Mecca  and  fubu.  Still,  this 
isn't  an  easy  way  to  make  a  living:  Miss 
a  trend  or  strike  a  false  note  with  the 
customers,  and  you're  history.        ■ 
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BEST      SMALL      COMPANIES 


10  TO  WATCH  |  Ducommun  sold  digging  tools  during  the  gold  rush  150  yean] 
ago.  It's  still  bending  metal,  but  the  founder  wouldn't  recognize  the  products. 

War  II  the  company  had  become  the 
West's  largest  metal  distributor,  selling 
steel  and  aluminum  to  the  military] 
industrial  complex.  In  the  1960s,  wit 
tough  competition  moving  ini 
Ducommun  switched  to  electronicsl 
By  the  late  1970s  it  was  peddling  $45(1 
million  worth  of  semiconductors] 
capacitors,  connectors  and  resistors. 

Then  came  the  fall.  In  the  1980  I 
bad  inventory-control  left  unsold  semiij 
conductors  piling  up;  between  198SI 
and  1988  losses  mounted  to  $20  milf 
lion  per  year. 

Management  sold  the  crumbling 
electronics  business,  then  80%  of  sales] 
leaving  four  tiny  companies  makinij 
such  things  as  cockpit  panels  for  thj 
aerospace  industry.  Revenues  were  $5j[ 
million.  The  stock,  which  peaked  aj 
$40  in  1982,  traded  below  $1. 

But  you  can't  keep  a  good  companl 
down.  From  distributing  othel 
people's  products,  Ducommui 
became  a  specialty  airplane  parti 
maker.  The  timing  was  just  righrj 
Increasingly,  big  companies  are  novl 
outsourcing  large  chunks  of  their  pre  I 
duction  to  specialty  manufacturer:! 
Aerospace  is  no  exception.  A  $1.5  mil 
lion  digital  router,  purchased  fcl 
Ducommun's  ahf  subsidiary  in  199; 
uses  computer  files  from  Boeing  an  J 
other  manufacturers  to  form-fit  met;] 
sheets  that  are  snapped  into  fuselage 
or  slipped  over  missile  heads  at  thj 
plant.  Since  then  sales  at  ahf  tripled 
two  more  machines  are  on  order. 

Boeing  contracts  now  make  up  231 
of  sales,  but  Airbus  (3%  of  sales)  is  sai 
to  be  outsourcing  more  work,  an 
Ducommun  hopes  for  a  bigger  chur 
of  it.  Components  projects,  meantim 
get  more  ambitious:  the  entire  rad; 
compartment  of  an  F- 18  fighter,  saj 
not  just  a  front  panel. 

Ducommun's  sales  have  almol 
tripled  to  $172  million  in  four  yeai 
and  the  debt-to-capital  ratio  h 
fallen  from  70%  to  7%.  Ducommun  I 
16%  operating  income  margin  bea 
the  aerospace  industry  average  1 
four  points.  You  can  bet  that  shrev  | 
old   shovel-pusher  is   grinning 
his  grave. 


Corporate  chameleon 


By  Robert  La  Franco 


Last  month  Joseph  Berenato,  chief 
executive  of  Long  Beach,  Calif-based 
Ducommun  Inc.,  pulled  Michael 
Williams  off  the  production  fines  at  a 
nearby  turbine  engine  manufacturer 
and  gave  him  a  quiet  office  three  doors 
from  his  own.  A  former  operations 
manager,  Williams  is  now  crunching 
numbers  and  looking  at  potential 
acquisitions. 

He'll  be  busy.  Since  1994  Ducom- 
mun has  bought  four  aerospace  parts 
suppliers,  becoming  a  vital  link  in  a  vast 
supply  chain:  fuselage  and  wing  sec- 
tions for  Boeing  passenger  and  military 
cargo  planes,  fuel  tanks  for  Lockheed 
Martin's  space  shuttle  and  radar  com- 


ponents for  McDonnell- Douglas  fight- 
er jets. 

But  Berenato,  52,  can't  sit  still.  Mil- 
itary sales  have  shrunk  to  30%  of  sales 
from  45%  eight  years  ago,  and  com- 
mercial jet  sales  are  due  to  flatten  by 
2000.  For  meaningful  growth  Ducom- 
mun must  prowl  elsewhere. 

This  old  California  company  has 
been  prowling  around  for  more  than  a 
century.  In  1849  Charles  Louis 
Ducommun  walked  from  Fort  Smith, 
Ark.  to  Los  Angeles  to  dig  for  gold. 
He  quickly  figured  that  selling  tools  to 
gold  miners  was  a  sure  tiling;  prospect- 
ing for  nuggets  wasn't.  He  opened  a 
pick,  and  shovel  shop  instead.  By  World 
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What  kind 
of  game  is 


When  it  comes  to  expenses, 
we  put  all  our  cards  on  the  table. 


plan  ahead. 


Some  401(k)  providers  play 
games  with  your  expenses.  They 
hide  administrative  expenses  in 
asset  fees  or  neglect  to  explain  your 
total  costs.  Expect  better  from  the 
Principal  Financial  Group?  We  prac- 
tice full  disclosure  -  with  every  plan, 
right  from  the  start.  And  with  our 
simplified  expenses  approach,  you'll 
know  your  total  expenses  up-front, 
plus  you  choose  how  you  pay. 

Combine  this  with  our  service 
guarantee  and  local  support,  plus 
an  impressive  array  of  investment 
options  including  name-brand 
funds  and  you've  got  one  of  the 
best  total  packages  in  the  industry. 
No  wonder  more 
employers  choose  us 
for  their  401  (k)  plan 
than  any  bank,  mutual 
fund,  or  insurance  company! 
is  the  kind  of  performance 
you  can  only  expect  from  The 
Principal*-  a  company  with  over  a 
century  of  financial  expertise.  So 
call  1-800-255-6613.  Or  connect  to 
www.principal.com  on  the  Internet. 
As  for  your  present  provider,  call 
their  bluff. 


get  ahead. 


Plan  Ahead.  Get  Ahead: 


Financial 
Group 
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lucts  and  services  offered  through  Principal  Life  Insurance  Company  (The  Principal),  its  subsidiaries  and  affiliates.  Mutual  funds  and  securities  distributed 
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BEST     SMALL      COMPANIES   1 


10  TO  WATCH  |  Media  Arts  sells  not  so  much  products  as  image  and  senti- 
mentality— all  inspired  by  the  mass-produced  paintings  of  Thomas  Kinkade. 


Making  people  feel 
good  about  themselves 


By  Scott  McCormack 


Thomas  Kinkade's  luminescent  pas- 
toral scenes,  reproduced  by  the  thou- 
sands every  year,  have  captured  the 
hearts  of  middle  America  and  turned 
San  Jose,  Calif.-based  Media  Arts 
Group  into  one  of  the  fastest-grow- 
ing companies  on  the  200  list. 

Kinkade  trained  at  the  Art  Center 
College  of  Design  in  Pasadena,  where 
he  realized  that  if  he  wanted  his  work 
to  sell,  it  had  to  appeal  to  the  masses. 
In  1990  he  partnered  with  friend 
Kenneth  Raasch,  a  onetime  owner  of 
a  medical  billing  company,  to  start 
Media  Arts.  It  now  has  more  than 
140  galleries  in  shopping  malls 
around  the  country  selling  Thomas 
Kinkade  prints  and  limited  editions. 
Prices  for  these  re- 
productions range 
from  $50  for  a  table- 
top  print  to  $15,000 
for  a  lithograph  on 
canvas  with  original 
highlights  by  the 
"painter  of  light,"  as 
Kinkade,  40,  calls 
himself.  He  never 
sells  his  originals. 

The  stuff  doesn't 
wow  the  critics,  but 
sentimentality  sells. 
Media  Arts'  sales 
have  surged  at  an 
annual  average  rate  of 
37%  for  the  last  three 
years  and  should  top 
$120  million  this 
year.  The  company 
owns  only  26  gal- 
leries; the  rest  are 
independently  man- 
aged. This  helps  keep 
overhead  low  and 
operating  margins 
over  20%.  Return  on 
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equity  last  year  was  a  stunning  57%. 

Now  get  ready  for  Kinkade  the 
national  label — and  a  lot  more  than 
just  prints.  "We  think  of  ourselves  as 
an  emerging  consumer  brand,  a 
lifestyle  company,"  says  Pvaasch,  38. 
That  means  furniture,  lamps,  rugs, 
linens  and  knickknacks  inspired  by 
the  paintings. 

Media  Arts  already  has  licensing 
agreements  with  Crown  Crafts 
(throw  pillows,  rugs,  sheets  and 
towels),  Hallmark  (cards  and  orna- 
ments) and  Avon  (collectibles).  Fur- 
niture giant  La-Z-Boy  is  introducing 
several  lines  of  high-end  furniture 
based  on  the  Kinkade  "mystique." 
Look  for  bedroom  sets,  upholstered 


living  room  ensembles  and  fake 
antiques  all  inspired  by  a  series  of 
Kinkade  paintings  called  "Lamplight 
Lane,"  depicting  an  English-looking 
countryside. 

Revenues  from  licensing  — which 
drop  straight  to  the  bottom  line- 
should  jump  from  just  $1.9  million 
to  $4.2  million  this  year. 

Media  Arts  has  to  do  very  little 
marketing  of  its  own — some  11,000 
people  have  paid  $45  apiece  to  join  a 
collector's  club  and  receive  a  quarter- 
ly newsletter  that  reports  on 
Kinkade's  latest  works.  Among  them: 
an  inspirational  book  titled  Lightposts 
for  Living.  When  he  appeared  in  Jan- 
uary on  the  home  shopping  channel 
QVC,  $2.2  million  of  his  products  sole 
in  an  hour. 

If  you're  getting  a  whiff  of  Martha 
Stewart  here,  it's  deliberate.  "We're, 
going  to  cover  the  country,"  says 
Raasch.  "But  everything  we  do  has  to 
carefully  fit  the  Thomas  Kinkade 
image — and  make  people  feel  gooc 
about  themselves."  ■ 
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Borrowing  money  doesn't  have  to  be 
traumatic.  Let  us  find  solutions  for 
your  small  or  mid-sized  company  that 
are  not  only  smart,  but  hassle-free. 
888.774.6511  www.hellerfin.com 

Heller  Financial 

Straight  talk.  Smart  deals: 


SOMEONE'S  GIVING  YOU  MONEY. 

HIS  SHOULD  BE  A  HAPPY  TIME. 


BEST      SMALL      COMPANIES 


10  TO  WATCH  |  Short- sellers  have  tried  more  than  once  to 
take  down  Pre-Paid  Legal  Services.  They  picked  the  wrong  target. 

I  \   the  capital  markets  it 
Pre-Paid.  The  comparr 
had  to  pay  down  $24 
million  in  debt  fro 
internal     cash     flo 
Between     1987     anc 
1991  the  company  losi 
$1.1     million — parti 
because  it  had  beer 
selling  so-called  oper 
panel  contracts;  insteac 
of  sending  customer: 
to     preselected     law 
firms,  it  let  them  us 
their  own  lawyers,  who 
would,  of  course,  bill 
high  as  they  wanted 
Painfully  expensive,  o 
course. 

That    window    ha: 

been    mostly    closed 

And  with  wider  expo 

sure  to  attorney  prac 

rices,  Pre-Paid  collectec 

actuarial  data  that  now 

enable    it   to   predicv 

everything  from  how. 

much  it  costs  to  handk 

simple  legal  matters  ($400  for  a  will  ir 

Oklahoma,  $250  to  fight  a  traffic 

ticket)  to  how  many  people  are  calling 

law  offices  at  9  a.m.  every  Monday 

Armed  with  such  information,  Pre 
Paid  made  deals  with  law  firms  to  pro 
vide  its  customers  with  what  the} 
needed;  in  return  for  the  huge  volume 
of  business,  the  law  firms  quoted  low 
prices  to  Pre-Paid.  Parker  &  Stanbur} 
in  Los  Angeles  and  Ross  &  Matthew: 
of  Fort  Worth  have  found  it  so  prof 
itable  that  Pre-Paid  has  become  theu 
largest  single  client. 

The  short-sellers  have  been  blood 
ied — and  Forbes'  skepticism  put  tc 
rest.  The  stock  is  up  more  thar 
fourteenfold  in  five  years,  and  its  ne 
margins  are  over  20%,  compared  witl 
barely  2%  five  years  ago. 

Still  committed  to  multilevel  mar 
keting,  Stonecipher  has  developec 
policies  for  police  officers,  teachers  anc 
small  businesses.  "We  haven' 
scratched  the  surface  of  need  for  thi 
product,"  he  says.  'We  haven't  evei 
scratched  the  scratch."  ■ 


Fixing  the 
product 


By  Seth  Lubove 


You'd  think  that  selling  insurance 
to  protect  people  against  lawsuits 
would  be  a  winner.  But  it  nearly 
busted  Harland  Stonecipher,  60. 

Stonecipher  founded  the  predeces- 
sor to  Ada,  Okla. -based  Pre-Paid  Legal 
Services  (1997  revenues:  $93  million) 
in  1972.  It  was  a  bold  idea  for  an 
insurance  product.  For  about  $20  a 
month  anyone  can  buy  a  package  that 
provides  legal  services  in  times  of 
need — unlimited  telephone  consulta- 
tions with  an  attorney,  will  preparation, 
IRS  audit  defense,  basic  trial  defense 
and  a  25%  discount  on  any  other  legal 
services  not  covered  by  the  plan. 

In  a  litigious  society,  buying  such 
insurance  provides  peace  of  mind 


for  many  people. 

Stonecipher  sold  legal  services  insur- 
ance the  same  way  Amway  sells  soap — 
pyramid-style.  Paying  $65  to  $249 
apiece  these  days,  thousands  of  folks 
signed  up  to  become  sellers  of  his  poli- 
cies, taking  a  25%  commission.  Buyers 
often  became  salespeople;  whenever  thev 
sold  policies,  they  shot  a  part  of  their 
commission  back  to  those  who  recruit- 
ed them.  The  system  helped  create  a 
sales  force  of  more  than  110,000. 

So  far,  so  good.  But,  to  stimulate 
sales,  Stonecipher  had  to  pay  three 
years  of  sales  commissions  up  front 
before  the  premiums  were  collected — 
yet  accounted  for  them  as  if  they  were 
paid  out  over  three  years  instead  of 
recording  an  instant  hit  to  earnings. 
That  practice,  while  legal,  caught  the 
eye  of  Forbes,  which  warned,  "The 
balance  sheet  remains  shaky"  (June  6, 
1986).  It  also  drew  so  many  short-sell- 
ers in  1987  that  Pre-Paid  asked  the 
American  Stock  Exchange  to  investi- 
gate manipulation  of  its  stock. 

All  that  negative  attention  closed  off 
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LEAPS. 


dw  would  you  like  to  control  a  stock  for  up  to  2V2  years  -  and  pay  just  a  fraction  of  the  full 
ice?  You  can,  with  LEAPS®  (Long-term  Equity  Anticipation  Securities).  LEAPS  are  actually 
ng-term  options  on  stocks.  And  options  on  stocks  can  help  you  manage  your  investments 
many  strategic  ways.  Want  to  protect  an  investment  through  hedging?  Find  opportunities 
a  downward  or  flat  market?  They're  all  options  with  options  on  stocks. 
For  a  free  video  call  1-800-952-TOOL.  You  can  also  get  information  on  free  seminars  and 
*e  software.  It's  the  easiest  way  ever  to  find  out  if  options  on  stocks  are  right  for  you. 


Call 
£   1-800-952-TOOL 
for  free  video 
and  more. 


American  Slock  Exchange 
Chicago  Board  Options  Exchange 
The  Pacific  Exchange 
Philadelphia  Stock  Exchange 


(JC 

THE  OPTIONS 

I N  DUSTRY  COUNCi  L       The  Optioas  Clearing  Corporation 

Visit  our  Web  site  at  www.optionscentral.com 

temember,  options  involve  risk  and  are  not  suitable  for  everyone.  A  copy  of  Characteristics  and  Risks  of  Standardized  Options 
can  be  obtained  by  calling  1  -800-952-TOOL,  and  will  be  provided  at  the  seminars  and  is  included  with  your  videotape. 

Consult  your  tax  advisor  for  tax  considerations. 


BEST      SMALL      COMPANIES 


10  TO  WATCH  [  Computers  are  great — that  is,  until  they  invariably  break 
down.  Veritas  has  built  a  thriving  business  on  backing  them  up. 


Fail  Safe,  Inc 


By  Carleen  Hawn 


If  you've  ever  flown  on  a  commer- 
cial airplane,  traded  equities  or 
bought  merchandise  out  of  a  mail- 
order catalog,  you've  done  business 
with  Mountain  View,  Calif. -based 
Veritas  Software.  Its  data  storage  and 
back-up  software  probably  helped 
process  your  order. 

Veritas  products  protect  huge  scads 
of  information  (up  to  hundreds  of 
terabytes )  from  computer  system  fail- 


ures and  file  corruption.  Imagine  the 
mess  if  your  broker  couldn't  locate 
records  of  your  daily  trades  for  the 
last  six  months;  he'd  be  out  of  busi- 
ness in  no  time. 

Like  many  capital-short  Silicon 
Valley  startups,  Veritas  used  a  so- 
called  OEM  agreement  to  get  off  the 
ground.  Instead  of  trying  to  peddle 
your  own  product,  you  make  a  deal 
with   a   bigger  software   outfit   to 


bundle  your  product  with  its 
just    as    PC    makers    embe 
Microsoft  Windows  or  Inte 
computer  chips  in  almost  ever 
new  machine. 

Veritas  is  the  survivor  compai 
ny  of  Tolerant  Systems,  one  o) 
hundreds  of  companies  tha 
grew  out  of  AT&T's  Unix — th< 
first  operating  system  tha 
enabled  networks  of  desktops  t< 
replace  mainframes.  Chief  Exec 
utive  Mark  Leslie,  52,  who  ha* 
been  a  board  member  of  Toler 
ant,  joined  Veritas,  which  go 
$100,000  in  seed  capital  from 
AT&T.  Sequent  and  Unisyj 
agreed  to  bundle  Veritas  so 
ware  with  their  products  anc 
pay  Veritas  a  1%  to  2%  royal 
on  each  sale.  By  1993  Verita 
revenues  were  $11.4  millio 
but  the  company  was  barel 
breaking  even.  Leslie  knew  Ver 
itas  had  to  begin  handling  it 
own  distribution.  He  investec 
proceeds  from  a  1993  IPO  intc 
research  and  development  tha 
eventually  resulted  in  product 
like  Veritas'  Cluster  Server  anc 
Storage  Manager,  which  mad 
data  organization  and  retrieva 
in  large  networks  easier.  H> 
then  began  building  a  direc 
sales  force.  By  1997,  70%  o 
Veritas'  revenue  came  from  sale 
to  end-users.  Last  year  Verita 
earned  $23  million  on  sales  o 
$121  million;  ROE  was 
respectable  23%. 

Today  some  90%  of  Unix  sys 

terns  users  own  Veritas  software 

But  Microsoft's  NT  operatinj 

system  is  creeping  up  on  Unix 

So  Veritas  signed  an  OEM  agreemen 

with  Microsoft  in  1996  to  bundle  it 

software  with  NT  5.0  servers. 

Still  on  the  move,  on  Oct.  5  Lesli 
announced  the  acquisition  of  Seagat 
Software  nsmg,  a  subsidiary  of  Seat 
tie -based  Seagate  Technology,  fo 
$1.6  billion  in  new  stock.  The  dea 
more  than  doubles  Veritas'  revenue 
and  strengthens  its  position  in  the 
server  market. 
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le  recognized  as  a  frequent  flyer  on  not  one, 
it  six  airlines. 


avel  the  world  smoothly  on  all  six  Star  Alliance™  airlines— 
-*  Airlines,  Air  Canada,  Lufthansa,  SAS,  THAI  and  Varig. 

^pply  mileage  points  from  qualified  flights  on  any  of  the  six 
airlines  toward  your  overall  frequent  flyer  status. 

Indulge  yourself  in  any  of  our  partners'  lounges.  Morefhan 
190  around  the  world  are  open  to  eligible  First  and  Business 
Class  travelers  and  to  Star  Alliance  Gold  members. 

Redeem  miles  for  reward  travel  on  any  of  our  six  carriers, 
giving  you  more  than  600  destinations  around  the  world  to 
choose  from. 

Enjoy  Priority  Check-In  on  all  of  our  partners'  flights.  Regardless 
of  the  airline  you're  flying,  a  priority  counter  awaits  Star  Alliance 
Gold  members. 

Be  more  confident  when  trying  to  fly  a  sold-out  flight.  Priority 
Wait-List  and  Priority  Standby*  put  Gold  and  Silver  members 
toward  the  top  of  the  list  on  any  Star  Alliance  flight. 
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BEST      SMALL      COMPANIES 


'Waste  makes 
my  guts  churn' 


By  Silvia  Sansoni 


10  TO  WATCH  [  Dan  Leever  doesn't  think  of  MacDermid  as 

being  in  the  chemicals  business.  It's  in  the  business  of  serving  customers. 

enues.  Still,  MacDermid  has  booste 
R&D  spending  20%. 

Spending  what  it  takes  when  cus 
tomer  service  is  required  is  one  side  c 
the  equation.  Running  a  lean  ship  is  thl 
other  side.  When  he  took  over  as  chid 
executive  in  1990,  Leever  laid  off  30' 
of  the  U.S.  work  force  and  closed  si 
plants  .  "We've  taken  frugal  to  a  ne^ 
level,"  he  says.  Executives  get  no  cot 
porate  limos,  share  hotel  rooms  in  Be; 
Westerns  and  fly  coach  everywher 
except  Asia.  MacDermid's  cost  c 
goods  sold  is  down  20%  since  1991 
even  as  the  cost  of  materials  has  risen. 

After  dropping  out  of  Kansas  Stat 
University,  Leever  became  an  entrepre 
neur.  He  traces  his  penny-pinching  t 
the  days  when  he  ran  his  own  busine? 
importing  telephones  from  China  a  b" 
loosely.  Back  then,  "I  had  to  borrov 
money  from  my  secretary  once  t<t| 
make  payroll,"  he  recalls.  "Today,  if 
see  waste  of  even  five  dollars,  it  make- 
my  gut  turn." 


MacDermid  Inc.  is  a  real  nice  compa- 
ny. It  makes  more  than  4,000  specialty 
chemicals,  mostly  for  circuit  board 
makers.  But  that's  not  how  chief  exec- 
utive Daniel  Leever,  50,  sees  his  busi- 
ness. "What  we  give  customers  isn't 
just  what's  in  the  can,"  he  says.  "We 
help  them  become  more  efficient." 

Spoken  like  a  real  honest-to- 
goodness  late-20th-century  manager. 
Unlike  a  lot  of  such  managers,  howev- 
er, Leever  practices  what  he  parrots. 

Example:  A  new  chemical  process, 
Viatek,  allows  companies  like  Philips  in 
the  U.K.  and  Dyna  Circuits  in  the  U.S 
to  save  25%  in  the  production  of 
double-sided  circuit  boards.  MacDer- 
mid recently  created  a  chemical  appli- 
cation for  Boeing  that  strips  the  surface 
of  aircraft  before  they  are  painted — 15% 
faster  than  traditional  hand  sanding. 

MacDermid  is  in  a  tough  industry. 
Specialty  chemicals  are  more  profitable 
than  the  bulk  chemicals  made  by 
DuPont  and  Dow  Chemical,  but  it's 
still  a  cutthroat,  relatively  low-margin 
commodity  business. 

You'd  never  know  it  looking  at  Mac- 
Dermid's income  statement.  Over  the 
last  six  years  the  $314  million  (fiscal 
1998  revenues)  Waterbury,  Conn.- 
based  company  has  delivered  38%  com- 
pound annual  earnings  growth — com- 
pared with  an  industry  average  of 
7% — lifting  the  stock  price  tenfold. 
Return  on  equity  over  that  same  period 
rose  from  12%  in  1992  to  33%  today. 

Because  it  helps  customers  save 
money,  MacDermid  doesn't  have  to 
slash  prices,  like  most  of  its  competi- 
tors. Leever  says  he  turns  down  any 
potential  customer  who  demands  big 
discounts.  But  he'll  do  just  about  any- 
thing for  a  full-paying  customer.  One 
night  he  got  a  call  from  a  panicked 
purchasing  exec  at  a  large  circuit  board 
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maker.  He'd  run  out  of  a  special  addi- 
tive, which  would  mean  shutting  down 
production,  losing  millions  of  dollars. 
"We  chartered  a  jet,  flew  down  the 
chemicals  and  worried  later  about  who 
would  pay  for  it,"  says  Leever. 

Since  1993  MacDermid  has  invest- 
ed 5%  of  sales  on  new  products — com- 
pared with  an  average  of  2%  to  3%  for 
most  specialty  chemicals  companies — 
even  though  its  R&D  failure  rate  is  50%. 
That  investment  never  lets  up,  even  in 
bad  times.  This  year,  for  example,  the 
printed  circuit  board  market  has  been 
in  a  funk  because  of  Asia,  where  the 
company  makes  a  quarter  of  its  rev- 
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Learn  how 
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YOU  SNOOZE,  YOU  LOSE. 
COMPANIES  THAT  DON'T  TAKE  THE 
LEAD  ON  UPGRADING  THEIR  TECH- 
NOLOGY TO  ENSURE  SEAMLESS  ON- 
LINE TRANSACTIONS  MAY  BE  OUT  OF 
BUSINESS  TOMORROW.  THE  NAME  OF 
THE  GAME  IN  E-BUSINESS  IS  SPEED  - 
AS  IN  FASTER  PRODUCTION  OF  PROD- 
UCTS DUE  TO  A  STREAMLINED  SUPPLY 
CHAIN,  FASTER  RESPONSES  FOR  ON- 
LINE BUYERS  AND  TRADERS,  AND 
FASTER  INFORMATION  EXCHANGE 
BETWEEN  BUSINESS  PARTNERS. 
WHAT  ARF  YOU  WAITING  FOR? 


hemispherelnc. 
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he  amount  of  business  con- 
ducted  on-line  continues  to 
rise.    Analysts    predict   that 
the  pace  of  on-line  transac- 
tions —  including  collaborat- 
ing with  business  partners,  commu- 
nicating with  customers  and  offer- 
ing products  and  services,  as  well  as 
financial  services  —  will   intensify 
in  the  next  few  years. 

"Four  years  ago,  most  people 
couldn't  spell  Internet,"  says 
Steven  Bell,  analyst  for  business 
trade  and  technology  strategies  at 
Forrester  Research.  Bell  adds  that 
while  many  companies  still  aren't 
up  to  speed  on  selling  on-line  or 
exchanging  information  with  busi- 
ness partners  electronically,  "most 


Why  are  your 
competitors  gaining 
the  upper  hand? 

They've  got  smart  e-business  solutions 
Find  them  at  www.hemnet.com 


major  industries  will  move  this  way 
in  the  next  two  to  three  years." 

In  terms  of  consumer  sites,  ana- 
lysts and   industry  experts  see  an 


GTE  and  Cabletron: 
Delivering  Results  -  Fast 


When  Cabletron  Systems,  a  New  Hampshire-based  provider  of 
computer  networking  products  such  as  switches  and  routers, 
saw  that  its  competitors  were  already  selling  and  servicing 
customers  on-line,  the  company  turned  to  GTE  Internetworking 
to  help  launch  a  global  business-to-business  site. 

Called  CabletronCommerce,  the  site  provides  corporate  cus- 
tomers and  value-added  resellers  with  the  ability  to  research 
and  configure  products,  generate  price  quotes,  purchase  equip- 
ment and  track  orders  on-line.  Cabletron  first  worked  with  GTE 
Internetworking's  Professional  Services  organization,  which 
advised  Cabletron  on  the  requirements  necessary  for  a  strong 
electronic  commerce  site. 

GTE  Internetworking  then  provided  Cabletron  with  Internet  con- 
nectivity, custom  Web  hosting,  managed  Internet  security  and 
consulting. 


The  results? 
"The  site  has 
been  running 
since  August," 
says  GTE  In- 
ternetworking 
President  Paul 
Gudonis,  "and 
already  it's  sell- 
ing millions  of 
dollars  a  week 
on-line.  That's 
a  real  success 
story." 


EESaS3QBSS=l 


■101 »l 


Si 

|&|  t\  A\ 

& 

•~    1 

"'I 

WNftH—1 

ffwm,  utknn  <xm/»4c'*io'o:caj 

WNTtCtttf    |     l<Mwn    |    H,<    »*^.  [ 

;,. 

S*~ 

1 

jjj 


C3DE3 


Pre 


ducts  £c  Solutions 

lll..'...»»Jlll»..!.IJkll.»J«.l..JJJ- 


faSWIKH: 


today 


•     Sm.rtSTACK 

Cabletron  Switching  -  Smart  Solution!  for  Your  Growing  Network 

Cabletron  has  scejoons  to  satisfy  every  customer  demand  Each  of  our 
switches  features  an  advanced  erefstecture  to  provide  supenor 
performance  and  ongoing  support  lor  apcacetjons  and  services  you  plan 
to  incorporate  down  the  road  For  performance  rehabiiry  and 
ease-of-use.  you  simc+y  wont  find  a  better  scajion 


SmartSwitch  9000  Serlee 


Data  Center 


unstoppable   upward   movement! 
well.  "I  attribute  a  lot  of  it  to [ 
'tell    two    friends'   scenario,"  ;| 
Ron   Koskinen,  marketing  direc| 
Web-site    services    for    AT&T, 
notes  that  as  more  and  more  pec 
interact  with  friends  and  colleagl 
who    have    had    successful    on- 
buying    experiences,   these    pec| 
will  want  to  purchase  on-line, 
Koskinen  says  the  key  to  succesj 
consumer  sites  is  knowing  whatl 
business  model  will  be.  "If  the  \| 
is  going  to  be  the  only  avenue 
sales,  a  customer  needs  a  differ?| 
type  of  application  than   if  yd 
saying    the    Web    is    going    to: 
another  channel  that  complemd] 
five  'physical  world'  stores." 

Getting  Down  to  Busine! 

How    have   e-business   veter 
gotten  up  and  running  with  mi 
mum  angst?  Often,  those  with 
cessful  on-line  selling  sites  or  ail 
mated  business-to-business  proo 
es  have   had  the   help  of   Inter 
experts  who  can  provide  a  str 
infrastructure  and  a  well  respeq 
name  in  communications  expert 

For  example,  Sprint  is  workl 
with  a  number  of  their  busir 
customers  to  deploy  data  virl 
private  networks  (Data  VPM 
solutions  that  create  a  secure  d 
communication  network  for  tl| 
customers.  Data  VPNs  are  typic 
deployed  to  enable  intran<  j 
extranets  and  remote-access  s<i 
tions  through  which  compar 
communicate  with  their  employij 


71 


I 


'«* 


I  FOUND  THIS  oft  THE^INTERNET... 

You  said  it  was  time  we  got  smart  about  investing. 

It's  only  $9.99  per  trade,*  we  get  free  news,  research  and  unlimited  real-time  quotes. 
With  Datek  it'll  be  easier  than  ever  to  make  our  own  investment  decisions. 
They  update  accounts  instantly  and  provide  what  we  need  to  manage 

our  own  portfolio&Datefc  could  be  the  smartest  move  we've  ever  made. 
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i-Business  4 


Are  your  customers 
jumping  ship 

while  they're  waiting  for  yc<    Web  site 
to  load?  Infrastructure  solutions 
at  www.hemnet.com 


suppliers  or  customers  over  a 
secure  data  network. 

By  outsourcing  the  design  and 
management  of  a  company's  Data 
VPN  to  a  provider  like  Sprint,  cus- 
tomers can  worry  about  the  busi- 
ness at  hand  —  such  as  selling 
their  products  or  communicating 
with  their  suppliers  —  without 
fear  of  their  network  going  down 
or  their  bandwidth  needing  expan- 
sion. 

"Sprint  can  offer  '24  x  7'  net- 
work monitoring  and  management 
much  more  cost  effectively  than 
the  customer  might,"  explains 
Eileen  Riordan,  group  manager,  IP 
Business  Market  Services  for 
Sprint.  "We  can  quickly  respond 
and  advise  customers  when  their 
Data  VPN  traffic  is  trending  high- 
er. Then  we  can  provide  recommen- 
dations to  them  on  how  to  recon- 
figure their  network  solution  so 
that  it  continues  to  provide  the 
high  level  of  performance  the  cus- 
tomer requires." 

Ken  Kurz,  group  manager,  IP 
Business  Market  Services,  adds, 
"Businesses  run  into  high  capital 
costs  when  their  Data  VPN 
remote-access  solutions  are  pro- 
vided in-house.  They  may  start 
with  48  modems,  but  as  business 
expands,  they  must  continually 
increase  the  capital  investment 
by  adding  modems  and  access 
servers.  By  using  the  -emote- 
access  solution  bundlec  with 
Sprint's  Data  VPN  solution  ,  it's 


highly  x:ble  and  scalable  with- 
out tl"  _  ital  costs  —  all  you 
have  to  do  is  add  new  users  to  the 
Data  VPN." 


Outsourcing    a    Data   VPM 
Sprint  also  ensures  that  securi 
won't  be  breached.  "Sprint  is  tlj 
only  company  that  guarantees ^ 
performance  of  its  managed  fi 
wall     services,"    says     Rior 
"That  adds  another  level  of 
fort  to  our  customers,  by  le 
Sprint  handle  it  for  them." 

Mission  Critical 
Performance 

To  prepare  for  the  influx! 
Web-hosting  needs  that  are  comiM 
into  the  marketplace,  GTE  Intfll 
networking  has  set  up  12  data  ce|| 
ters  in  the  U.S.  and  Europe  and 
others  planned  for  Asia  and  Latl 
America.  The  centers  feature! 
unique  load-balancing  technow 
for  Web  hosting  to  deliver  the  indii 
try's  best  performance  and  manf 


Streamlined  Customer  Service 


A  major  office  supply  company  wanted  to  streamline  the  procen 
for  its  customers'  routine  business  supply  purchases  so  ordH 
can  be  taken  continuously.  The  company  turned  to  Sprint  to  fl 
up  an  extranet  —  a  data  virtual  private  network  (Data  VPN)  so! 
tion  that  allows  customers  to  enter  the  company's  internal  Ww 
site  using  a  password.  A  firewall  authenticates  the  identity  of  M 
site  visitor,  and  the  customer  moves  on  to  a  customized  form  thfll 
features  the  products  frequently  ordered  by  that  customer.! 
addition,  purchasers  can  order  from  an  extensive  on-line  catalo 
Once  the  products  are  selected,  the  customer  clicks  to  signal  < 
completion  of  the  order.  The  order  is  processed  and  shipped 
in  eight  hours.  All  transactional  and  approval  documents  are 
matically  forwarded  via  E-mail  or  fax. 

By  implementing  this  solution,  the  company  was  hoping  to 
just-in-time  inventory  control  for  its  customers.  The  results 
showing:  After  using  the  Sprint  extranet,  the  office  supply  con 
ny  was  able  to  realize  a  higher  level  of  efficiency  and  sales. 


The  company  now 
turns  inventory  17 
times  per  year, 
roughly  three  times 
the  average  for  its 
industry.  "Custom- 
ers like  this  type 
of  solution  because 
it  provides  a  com- 
petitive advantage," 
says  Ken  Kurz, 
group  manager,  IP 
Business  Market 
Services. 


SPRINT-PROVISIONED  EXTRANET  VPN 


Source:  i 
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V  o  u      can     feel 


f  i  d  e  n  t 


buying     anything      that 
appears     on     the      Web. 


A  S 


long     as     this 


■    i  Jubulous  buys  on  everything  from  sunglasses  to 
lions,  the  Web  is  an  extraordinary  place  to  shop.  And 

•  n  you  see  the  CPA  WebTrusl  Seal  you  can  feci  safe 
>ping  there.  This  seal  assures  you  that  a  CPA  has 
nined  the  business  practices  behind  the  site.  Has  reported   * 

1    helher  it  delivers  what  it  promises  at  the  prices  it  advertises. 

I      icon    Institute  of  Certified   Public   Accountants 


bTrust 


surfing.  To  find  out  all  about  the  CPAWcbTrusl  Seal 
and  discover  how  you  can  now  shop,  wfyrry-free,  on  the 
Veb,  call  your  CPA  or  visit  www.cpawcbtrust.org/joibcs. 
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thousands  of  servers  for  business 
customers.  GTE  Internetworking 
President  Paul  R.  Gudonis  feels 
that  this  strong  infrastructure  is 
necessary  as  e-business  takes  off. 
"Companies  are  no  longer  saying, 
'Should  I  use  the  Internet  for  my 
business?'  It's  'How  can  I  use  it 
most  effectively  and  as  fast  as  pos- 
sible?'" 

Along  with  the  reliability 
offered  by  GTE  Internetworking, 
Gudonis  says  that  the  specialized 
expertise  the  company  offers  its 
customers  allows  them  to  work  on 
other  pressing  issues.  "A  lot  of 
companies  are  busy  with  Y2K  fixes 
and  existing  applications,"  explains 
Gudonis.  "When  they  need  someone 
to  help  them,  we  can  come  in  and 
within  90  to  120  days,  help  you  get 
electronic  commerce  or  customer 
service  applications  up  and  run- 
ning." 

Through  its  Cybertrust  division, 
GTE  Internetworking  also  provides 
security  by  offering  customers  the 
technology  to  use  digital  certifi- 
cates. These  forms  of  electronic 
identification  (like  a  digital  pass- 
port) allow  approved  or  registered 
users  the  ability  to  log  on  and 
purchase  products  or  view  sen- 
sitive information.  "Merchants 
and   companies   are  trusting   GTE 


The  market's 

dropping  —  and 

your  broker's 

line  is  busy. 

Control  your  portfolio's  destiny.  Go  to 
on-line  investing  at  www.hemnet.com 


to  help  them  combat  potential 
fraud  and  provide  their  customers 
with  the  confidence  that  their 
financial  transaction  is  secure," 
says  Gudonis. 

On-Line  Investing 
Takes  Off 

Reliability  is  also  key  in  the 
fast-growing  realm  of  on-line 
investing,  where  billions  of  dollars 
are  electronically  changing  hands 
daily.  Today,  on-line  investing  sites 
are  more  reliable  than  ever  and  are 
responding  quickly  to  clients' 
requests.  Even  with  the  high  volume 
of  trading   that   has   accompanied 


Peak  Performance  for  Investors 


With  the  recent  stock  market  gyrations  causing  intense  trading  volume, 
how  have  on-line  brokerages  held  up?  Steven  Hall,  senior  analyst  at 
Gomez  Advisors,  says  the  firm's  tracking  of  each  on-line  brokerage 
shows  that  overall,  "Brokerages  are  keeping  up  with  the  trading  capac- 
ity. Most  have  spent  millions  of  dollars  upgrading  their  systems."  Gomez 
Advisors'  informal  polling  of  on-line  news 
groups  reveals  that  since  the  top-tier  bro- 
kers have  doubled  their  capacity  in  recent 
months  to  keep  up  with  demand,  complaints 
about  site  accessibility  have  diminished. 


Gomez's  Q3  1998 
ranking  of  the  best 
on-line  brokerages 


Brokers  are  adding  not  only  capacity,  but 
also  frequently  requested  services  such  as 
institutional  research,  on-line  demos,  real- 
time quotes  and  easier-to-use  customer  inter- 
faces. Such  added  services  have  helped  to 
move  E*TRADE  and  Datek  Online  into  their 
positions  as  No.  1  and  No.  5,  respectively,  on 
the  Gomez  Advisors'  list. 


1.  E*TRADE 

2.  PLJdirect 

3.  Discover 

4.  Waterhouse 

5.  Datek  Online 


Source:  www.gomez.com 


this  fall's  market  gyrations,  on-li 
brokerages  haven't  missed  a  beau 
E*TRADE,  a  leading  provic 
of  on-line  financial  services,  recei? 
ly  unveiled  a  new  Web  site  that  fe 
tures  a  technology  infrastructi.; 
able  to  handle  massive  trafj 
volume.  E*TRADE's  Statele 
ArchitectureSM  system  enabl) 
more  than  one  million  visitors 
use  the  site  simultaneously  a 
allows  up  to  150,000  customers] 
place  orders  at  the  same  tin- 
Tine  new  site  also  allows  indiv* 
ual  investors  who  are  not  necessc 
ily  E*TRADE  account  holders 
log  on  and  use  free  resource 
including  market  informatic 
headline  news,  stock  quotes  a 
charts  and  mutual  fund  inforrr 
tion.  A  visitor  who  registers  a 
becomes  a  member  receives  fr 
access  to  more  services,  like  ci 
tomizable  investment  resear 
tools,  such  as  real-time  quotes, 
well  as  free,  secure  E-ma 
Customers  who  open  accounts  wi 
E*TRADE  have  access  to  mc 
services,  including  sophisticat 
analytical  and  record-keepi 
tools. 

"We  created  the  new  E*TRA[ 
Web  site  to  develop  a  financ 
community  for  our  customers 
says  Christos  M.  Costakos,  pre 
dent  and  chief  executive  officer 
E*TRADE  Group,  Inc.  "We  al 
appeal  to  the  10  to  12  million  pe 
pie  who  use  the  Internet  to  gath 
investment    information    but   w 


Should  we  call  it  E*TRADE  98? 
E*TRADE  2.0?  Or  E*TRADE  kicks  butt? 

Introducing  the  new  E*TRADE.  The  Web's  onestop  financial  center.  With  lOx  more  research.  More  tools.  More  power. 


E*TRADE 


Welco 
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My  E*TRADE 
Market  Watch 
Portfolio  Manager 


Markets  Now 


Market  Indices 
Most  Actives 
Gainers  &  Losers 
Calendars 


Today*  Stories 


Headline  News 
Moving  the  Markets 
In  Play 
Story  Stocks 
Short  Stories 
Dairy  Stock  Brief 


»  Software  companies  to  release  Q1  earnings. 

»  How  the  FDA  ruling  will  affect  large  drug  companies. 

»  Green  Granite  Mining  Co.  names  new  COO. 


All  You  Need  to  Invest 

You  can  invest  in  stocks,  options,  and 
over  4,000  mutual  funds.  You  also  get 
cash  management  features  like  free 
checking,  direct  deposit,  and  compet- 
itive interest  on  uninvested  funds. 


Tree  Real-Time  Quotes 

Because  old  information  is  bad 
information.  Also  get  breaking  news. 
Charts.  Analysis  from  leading 
sources.  Morningstar  research. 
Upgrades.  Downgrades.  All  for  free. 


Still  $14.95  a  Trade 


E*TRADE  not  only  gives  you  free 
tools  to  track  and  manage  your 
money,  but  you  can  place  trades 
around  the  clock — online  or  by 
phone — for  as  low  as  $14.95. 


To  sign  up  with  the  online  broker  rated  #1,  call  1  800  ETRADE-1  or  visit  our  Web  site. 


M 


www.  etrade.  com 

a  o  I    keyword:    etrade 


Someday,  well  all  invest  this  way. 


'Nasdaq,  limit,  and  stop  orders  are  $19.95.  For  listed  orders  over  5,000  shares,  add  1* 'share  to  the  entire  order.  Add  $15  for  broker-assisted  trades. 

Orders  executed  during  market  hours.  10x  more  research  than  previous  generation  Web  site.  E»TRADE  rated  #1  online  broker  by  Gomez  Advisors'  3rd  quarter  report  on  brokers, 

issued  8/1 2/98.  Gomez  Advisors  is  a  leading  independent  authority  in  online  financial  services.  ©I  998  E*TRADE  Securities,  Inc.  Member  NASD.  SIPC. 
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Are  you  getting 
the  most  from  your 
on-line  broker? 

Comparison  shop  for  the  services  you 
need  at  www.hemnet.com 


don't  have  on-line  brokerage 
accounts.  The  new  site  represents  a 
real  sea  change  in  personal  finan- 
cial services/'  he  adds. 

E*TRADE  was  ranked  the  No.  1 
on-line  investing  service  in  Gomez 
Advisors'  recent  Q3  1998  ranking 
of  on-line  investing  sites. The  report 
also  cites  E*TRADE's  ease  of  use 
and  "smart,  innovative  technology." 
(See  sidebar,  page  6.) 


Real-Time  Access 

Moving  rapidly  up  the  ranks  in 
the  Gomez  list  and  rated  highly  in 
business  publications'  on-line  bro- 
kerage rankings  is  Datek  Online, 
which  has  been  called  the  nation's 
fastest  growing  on-line  brokerage 
by  Analyst  Bill  Burnham  of  Credit 
Suisse  First  Boston.  Datek's 
Executive  Vice  President  Alex  Goor 
says  the  firm's  appeal  comes  from 


its  emphasis  on  the  real-time  en 
.ronment.  "We  provide  unlimite 
free  real-time  quotes.  We  upda 
account  balances  in  real  time.  \ 
calculate  customers'  buying  pow 
in  real  time.  Everything  we  do  tak 
advantage  of  our  electronic  me* 
urn,"  says  Goor. 

Indeed,   Gomez   Advisors   not 
that  "This  is  a  broker  that  kno 
what    its   customers   want."  Wh 
these  people  do  want,  says  Goor/ 
the  ability  to  control  their  trac 
from  start  to  finish,  with  a  mi 
mum  of  downtime.  Datek's  site 
simple    and    easy   to    navigate, 
trades  are  among  the  lowest  pric 
at  $9.99,  and  the  company  offer; 
guarantee    of    no    commissions 
trades   aren't   executed   within 
seconds.   Goor   adds  that  "Peor 
want  more  control.  Our  custom? 
are  self-directed,  and  they  want: 
carry  that  experience  all  the  w 
from   making   an   investment  de: 
sion  to  executing  the  transaction 

More  Than  Just  Trading 

Often  investors  are  interested 


Transforming  Web  Visits  Into  Sales 


Hawaii  hotel  chain  Outrigger  Hotels  &  Resorts  had  a  popular  Web  site  with  400  pages  of  travel  and  dest. 
nation  information.  But  the  site  was  missing  something  that  would  convert  user  interest  into  a  certific 
booking.  To  create  a  human  link  between  the  Web  site  and  Outrigger's  potential  guests,  the  compar 
added  AT&T  InteractiveAnswers  ServiceSM  to  its  site.  This  advanced  network  technology  integrate 
long-distance  service  with  the  Internet. 


Here's  how  it  works:  A  visitor  to  Outrigger's  site 
clicks  on  an  icon  indicating  that  he  or  she  would 
like  to  speak  with  a  reservations  agent.  The  per- 
son enters  a  telephone  number,  initiating  a  toll- 
free  call.  The  reservation  agent  and  user  are  then 
bridged  together  on  a  call,  and  the  agent,  working 
from  Outrigger's  central  reservation  center,  can 
answer  questions  and  "push"  visuals  to  the 
caller's  computer. 

"Outrigger  has  always  been  a  leader  in  travel  tech- 
nology," observes  Bill  Sthay,  Outrigger  Hotels'  vice 
president  of  reservations.  So  when  he  heard  that 
AT&T  had  developed  this  cutting-edge  technology, 
he  wanted  Outrigger  to  be  the  first  hotel  chain  to 
use  it.  "This  is  one  more  way  that  we  continue  to 
be  innovative  —  providing  the  personal  touch  to 
potential  customers  visiting  our  Web  site." 
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In  the  world  of  web  commerce, 
there  are  industry  giants. 

And  then  there's  Schwab. 

Schwab  is  now  handling  $132  billion  in  online 
assets,  1.9  million  online  accounts  and  almost 
$3  billion  in  weekly  retail  web  transactions.  Fact 
is,  Schwab  handles  more  retail  customer  trades 
electronically  than  any  other  online  broker.  It's  no 
wonder  that  in  April  1998  Schwab  was  given 
the  Global  Information  Infrastructure  Commerce 
Award  for  outstanding  business  success  on  the 
Internet.  Visit  our  website  and  find  out  why 
Schwab  is  not  only  number  one  in  online 
trading,  but  a  leader  in  web  commerce,  period. 


The  I  I  iridiislrifs 

that  use  iht  Internet  to  produce  extr  . 

www.schwab.com 


hook  uiles 

truiu>(n  I 

$116  million 

in  web  commerce 

in  Q2  1998. 


Dell.com 

(computer  industry) 

$540  million 
in  web  commerce 

in  Q2  1998. 


AOL 

(faltrad  unitf  frttvkli  I 
mJmlr\) 

$792  million 

in  web  commerce 

in  Q2  1998. 


Schwab.com 

$38.9  billion 

m  web  commerce 
in  Q2 1998. 


Autobytel.com 

[online  automotive  purchasing 
and  related  services  industry) 

$1.5  billion 

in  web  commerce 

in  92 1998. 
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iternal  sources  for  Schwab  information.  For  other  companies,  estimates  based  on  SEC  filings  and  other  publicly  available  information.  Graphics  and 
rompanymg  data  estimate  the  principal  value  of  transactions  executed  or  brokered  (purchase  or  sale  of  services  or  items)  from  4/1/98  through  6/30/98 
»r  retail  consumers.  Schwab  numbers  reflect  retail  business  only  (both  domestic  and  international)  and  exclude  commissions.  Gil  Awards  is  a  trademark 
FZD  Events.  Inc.  ZD  Events  is  a  subsidiary  of  Ziff  Davis;  Inc.  ©1998  Charles  Schwab  &r  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (1 198-3937! 
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YOUR  POWER  ADDRESS  ON  THE  WEB. 
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more  than  just  trading.  They  also 
want  to  go  on-line  to  manage 
other  financial  services,  including 
research,  financial  planning,  pur- 
chasing of  mutual  funds  and  evalu- 
ation of  new  financial  products. 
Providing  this  type  of  investment 
guidance,  rather  than  just  executing 
trades,  is  the  expertise  of  Charles 
Schwab,  a  traditional  discount 
brokerage  that  now  conducts  the 
majority  of  its  trades  on-line. 
Schwab  prides  itself  on  offering  its 
longtime  customers  the  choice  of 
investing  on-line,  through  a  tradi- 
tional telephone  or  in-person  with  a 
rep.  At  the  same  time,  new  on-line 
investors  visiting  Schwab's  site  are 
encouraged  to  call  or  visit  a  finan- 
cial professional  if  they  want  or 
need  human-to-human  contact. 

"This  is  the  definition  of  a 
full-service  brokerage,"  explains 
Martha  Deevy,  senior  vice  presi- 
dent, electronic  brokerage  at 
Charles   Schwab.  "We  don't  force 


On-line  investing 
is  a  lot  more 
than  trading. 

What  you  need  to  know  to  keep  your 
finances  in  order  at  www.hemnet.com 


the  customer  to  work  one  way  or 
another.  We  give  them  a  full  menu 
of  options,  a  full  menu  of  tools,  a 
full  menu  of  products  and  a  full 
menu  of  ways  to  get  to  us." 

To  encourage  on-line  traders  to 
conduct  multiple  financial  transac- 
tions and  long-term  planning  on- 
line, Schwab  previews  several  fea- 


What  to  Look  for  in  a  Web  Host 

Paul  R.  Gudonis,  president  of  GTE  Internetworking,  notes  that  it's 
key  for  a  Web  site's  front  end  to  mesh  with  its  back-office  business 
systems.  "You're  basically  creating  a  new  electronic  channel  of 
distribution  and  customer  support,"  he  says,  so  it's  crucial  that 
functions  like  inventory  tracking  are  worked  into  an  initial  plan. 

In  addition  to  ensuring  compatibility  among  all  business  processes, 
Web-hosting  companies  should  be  able  to  answer  a  series  of  ques- 
tions that  potential  customers  may  ask: 


Can  the  Web  host  provide  a  complete  solution,  including 
not  just  hosting,  but  also  access,  integration  and  security? 

Does  it  have  a  demonstrated  track  record  with  well-known 
clients? 

How  strong  are  its  '24  x  7'  operational  procedures? 

How  much  capital  has  been  invested  in  the  backbone  net- 
work, Web-hosting  centers  and  customer  support  systems? 

Does  the  provider  have  savvy  professionals  who  can  help 
integrate  and  define  an  appropriate  e-business  solution 
that  works  with  the  customer's  existing  business? 


Once  these  questions  are  answered,  Gudonis  says,  it's  time  to  get 
in  the  game  —  and  soon.  "In  every  industry,  people  are  jockeying  for 
the  pole  position,  to  be  the  .  rand  leader  in  their  industry  on-line. 
Once  someone  has  the  lead,  it  s  tough  to  catch  up." 


tures  on  its  site:  retirement  accoi 
planning,  mutual  funds  and  soph 
ticated  research  tools.  "We  of 
full  access  to  a  number  of  optic 
that  encourage  people  to  consc 
date  more  of  their  assets  in  c 
place,"  says  Deevy. 

With  such  an  overload 
information  available  to  on-l 
investors,  Schwab  also  recen 
introduced  a  customized  home  pa 
feature  so  investors  can  see  th 
own  account  information,  favor 
research,  news  feeds,  headlines  a 
quotes  tied  to  their  holdings  wP 
they  log  on.  "Our  future  path 
around  this  whole  area  of  c 
tomization,  personalization  a 
integration,"  concludes  Deevy. 

Building 
Successful  Sites 

Customization  of  a  home  page 
one  way  to  make  a  Web  visitor  fee 
connection  with  a  site.  But  how 
you  get  a  potential  customer  to  y< 
site  in  the  first  place?  To  help  n 
Web  merchants  define  their  go 
and  map  out  plans  for  future  grow 
AT&T  offers  more  than  just  a  W 
hosting  service  to  its  customers.  Tl 
also  receive  access  to  the  Busin 
Assist  consulting  service,  free 
charge. 

"We  call  it  proactive  Web  i 
suiting,"  explains  Ron  Koskin 
marketing  director,  Web  S 
Services  at  AT&T.  "We  go  in  and 
our  customer,  'We're  here  to  h 
make  sure  that  you're  as  success 
as  you  can  be  with  your  Web  site 


Wfiic 


how  a  business  does  ©business 


io  take  real  advantage  of  the  Web  s  potential,  you  need  to  be  sure  your  site  is  more  than  just  another 
order  taker.  It  needs  to  be  a  hilly  integrated  hilhilment  machine.  And  now  with  the  Pandesic ' 
Dtemet  business  solution,  it  can  be.  A  unique  combination  of  software,  hardware  and  services,  the 
.andesic  solution  automates  eventhing  horn  billing  and  accounting  to  shipping  and  fulfillment — 
Wen  inventory  management  and  financial  reporting.  So  you  always  know  the  status  of  an  order. 
\nd  your  site  will  never  take  an  order  for  something  you  don't  have.  For  a  free  video  explaining 
low  Pandesic  works,  just  call  1-888-349-ebiz,  ext.  201.  Your  site  will  never  come  up  short  again. 


8> 

pandesic 


For  a  free  video  on  Pandesic's  e-business  solution,  call  1-888-349-3249,  ext.  201. 
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It  all  started  with  a  question:  "How  can  people 


work  smarter?"  The  answer  was  the  Internet. 


A  company  called  BBN  created  the  forerunner 


to  the  Internet,  sent  the  world's  first  e-mail. 


and  set  the  "@"  symbol  in  motion.  BBN  is  now 


GTE  Internetworking.  We're  still  asking  questions. 


Questions  about  your  business,  your  people. 


your  dreams.  To  provide  answers,  were  invest- 


ing hundreds  of  millions  in  a  global  Internet 


backbone  100  times  faster  and  substantially 


more  secure  than  today's  Internet.  In  every 


sense,  we're  people  moving  ideas.  The  Internet 


contains  a  world  of  information,  knowledge 


and  promise.  To  get  the  answers,  you  need  the 


right  questions,  and  this  is  where  they're  @. 


■ 


INTERNETW  0  R  K I  N  G 


POWERED     BY     BBN'5 
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Business  Assist  consultants  help 
AT&T  customers  answer  such  ques- 
tions as,  "How  does  banner  advertis- 
ing work  to  get  customers  to  your 
site?  How  do  you  create  a  site  that 
makes  it  easy  for  people  to  interact 
with  you?  How  do  you  handle  return- 
ing customers  who  want  you  to 
remember  what  they've  purchased 
before  and  what  they  like? 

"The  Business  Assist  program 
helps  you  make  your  Web  business 
successful/'  says  Koskinen.  "But  the 
other  aspect  is, v How  do  I  create  one 
of  those  world-class  Web  sites  or  com- 
merce centers?' " 

One  way  is  to  create  a  site  that  is 
visually  appealing,  well  organized  and 
grabs  visitors'  attention.  For  cus- 
tomers who  don't  have  the  expertise 
or  time  to  set  up  their  sites  them- 
selves, AT&T  also  provides  access  to  a 
select  group  of  Web  design  and  Web- 
application  professionals,  who  are 
members  of  the  AT&T  Alliance  pro- 
gram. "The  program  has  been  very 
successful  in  providing  customers  with 
a  whole  solution,  not  just  outsourcing 
the  infrastructure,"  adds  Koskinen. 


Don't  make  ordering 
on-line  a  hassle  for 
your  customers. 

Solutions  for  streamlining  your  site 
at  www.hemnet.com 


Security:  The 
E-Business  Essential 

Creating  a  user-friendly  interface 
will  bring  people  to  a  site,  but  what 
will  really  make  them  click  on  the  but- 
ton that  says  "Order  Now"?  For 
many,  a  feeling  that  their  purchase  is 
secure  is  the  most  important  factor  in 
ordering  on-line.  According  to 
Forrester  Research,  52  percent  of  con- 


sumers cited  security  as  the  No.  1  r 
son  they  have  not  shopped  on-line- 
date  —  no  other  factor  came  close 
Earlier  this  year,  the  Amerk 
Institute  of  Certified  Public  Accou 
ants  (AICPA),  the  national  professi 
al  organization  of  CPAs,  develoj 
WebTrust,  a  seal  of  assurance  t1 
Web-site  developers  can  obtain  at 
meeting     the     accounting     grou 


Increasing  Revenues  and  Cutting  Costs  On-Line 

Internet  business-to-business  commerce  will  grow  forty-fold  to  $327  billion  in  goods  and  services 
the  year  2002,  according  to  Forrester  Research,  Inc.  "Doing  business  on-line  is  more  convenient 
customers  and  allows  companies  to  reach  more  customers  at  a  lower  cost,"  explains  Steven  Bell,  a 
lyst  for  business  trade  and  technology  strategies  at  Forrester. 


I  Companies  are  using  the  Internet  to  work 
more  closely  with  their  suppliers  to  coordi- 
nate orders,  forecast  needs  and  collaborate 
on  design.  Bell  says,  "Most  companies  who 
move  collaborative  efforts  to  an  on-line  envi- 
ronment cut  the  design  time  in  half,  and  that's 
a  huge  cost  savings." 

|  Custom  sites  allow  companies  to  check 
shipping  status,  product  availability  or  track 
their  purchasing  trends. 


U.S.  Internet  Commerce  Revenues  (Billions) 

$200 


1997  1998  1999 


2000  2001  2002 

Source:  Forrester  Research 


I  Checking  systems  built  into  on-line  order 
forms  dramatically  reduce  error  rates  versus 
taking  orders  over  the  phone.  Bell  explains,  "When  you  take  an  order  over  the  phone,  error  rates  are  soi 
where  in  the  3  to  5  percent  range,  but  taking  orders  on-line  gives  you  99.9  percent  reliability."  These  s 
terns  also  eliminate  overhead  ar-d  marketing  expenses,  which  usually  account  for  25  to  30  percent  c 
company's  costs. 


^ 

1 


ou    see    a    business    deal 


We    see    data 


Over  three-fourths  of  the  FORBES  500,,  rely  on  Sprint  for  data. 

Millions  of  deals  arc  made  every  day.  But  as  unique  as  each  may  be,  they  all  have  one 
thing  in  common  -  the  exchange  of  data.  That's  why  Sprint  offers  such  a  wide  range  of 
data  applications  to  meet  your  challenges,  from  simple  Internet  access  to  complex 
integrated  solutions.  And  soon,  Sprint  ION,SM  our  Integrated  On-Demand  Network, 
will  deliver  virtually  unlimited  flexibility  while  seamlessly  integrating  all  of  your 
information  services  —  making  your  communications  even  faster  and  more  productive. 
Business  Runs  on  Data.   Data  Runs  on  Sprint?    www.sprint.com     1 -888  •  730  •  DATA 


Sprint 


We  help  your  business  do  more  business1 


advertisement 
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criteria  for  site  security. 

"This  is  the  tool  that  will  elevate 
businesses  operating  Web  sites  to  a 
higher  plane/'  says  Casey  Bennett, 
the  AICPA's  director  of  assurance 
services.  "Consumers  will  be  able  to 
point  to  the  seal  and  say,  'This  Web 
site  is  a  safe  place  to  shop.'  " 

To  earn  the  right  to  display  the 
WebTrust  seal,  a  site  must  be  audited 
by  a  C PA  who  has  been  licensed  to 
deliver  the  service. These  practitioners 
evaluate  each  site  on  three  major  cat- 
egories: disclosure  of  business  prac- 
tices, transaction  integrity  (that  is, 
the  product  ordered  will  match  the 
product  shipped)  and  protection  of 
buyers'  personal  information. 

One  of  the  first  WebTrust  cus- 
tomers was  Resource  Marketing,  a 
Fort  Thomas,  KY-based  advertising 
agency  that  provides  a  number  of 
Internet-related  services,  including 
placing  banner  ads  for  its  clients 
on  other  sites.  According  to  Chris 
Swainhart,  president  of  Resource 
Marketing,  the  firm's  business  has 
increased  50  percent  since  Resource 
Marketing  was  certified  with  the 
WebTrust  seal.  "WebTrust  is  reassur- 
ing the  marketplace  that  transactions 
conducted  on-line  are  what  they  say 
they  will  be." 

An  Integrated 
Solution 

To  keep  on-line  shoppers  coming 
back,  the  shopping  experience  has  to 
be  simple,  convenient,  cost-effective 
and  fun.  Helping  on-line  merchants  — 
especially  small  and  mid-sized  busi- 
nesses —  develop  complete  e-busi- 
ness solutions  that  translate  into 
profitable  sales  is  the  expertise  of 
Pandesic,  the  Internet  company  from 
Intel  and  SAP. 

Pandesic's  newest  release  offers  a 
number  of  features  designed  to 
enhance  the  customer's  shopping 
experience  such  as  gift  certificates, 
coupons  and  order  confirmation  via 
e-mail.  From  the  merchant's  point  of 
view,  the  new  Pandesic  solution 
will  allow  for  ad-banner  tracking  and 
product-recommender  features,  and 
offer  the  ability  to  check  customer 
credit  status  on-line  and  provide 
extensive  warehouse/inventory  man- 
agement. 


DVD  EXPRESS,  one  of  the 
fastest-growing  Internet  retailers, 
moved  its  Web  site  onto  the  Pandesic 
solution  last  spring. 

The  on-line  seller  of  DVDs  (Digital 
Video  Disks,  which  are  able  to  store  a 
full-length  motion  picture  on  one 
track)  needed  a  more  robust  platform 
when  its  traffic  and  sales  took  off. 
With  sales  growth  exceeding  20  per- 
cent per  month  and  over  80,000 
visitors  per  week,  DVD  EXPRESS 
couldn't  go  it  alone.  Partnering  with 
Pandesic  has  allowed  DVD  EXPRESS 
to  focus  on  its  core  business  while 
Pandesic  increases  the  Web  site's 
capacity.  "With  the  growth  of  on-line 
businesses  reaching  30  to  100  percent 
per  month,  you've  got  to  have  a  solu- 
tion that  scales  easily,"  notes 
Katherine  Yetts,  vice  president,  sales 
and  marketing  for  Pandesic. 

In  addition,  Pandesic's  integration 
of  all  steps  in  the  buying  process,  from 
storefront  management  to  shipping 
and  invoicing,  allows  companies  to 
consolidate  functions  and  save  money, 
which  can  be  used  to  market  the  site. 

"With  an  integrated  solution,  you 
are  able  to  generate  significantly 
more  revenue  per  employee  than 
if  you  have  to  add  a  lot  of  staff 
to  manage  internal  issues.  I  think 
that's  the  key  advantage  of  the 
Pandesic  solution,"  says  Yetts. 

There's  no  longer  a  question 
of  whether  business-to-business 
processes,  consumer  shopping  and 
financial  services  will  migrate  on-line. 
It's  just  a  matter  of  when  your  com- 
petitors will  achieve  the  formula  that 
gives  them  the  edge.  We'll  be  watch- 
ing for  the  latest  tools  and  analysis 
that  can  help  you  achieve  success. 
Check  out  our  next  Forbes  report  in 
the  April  19,  1999  issue.  In  it,  we'll 
provide  an  update  of  the  e-business 
products  and  services  that  you'll  need 
to  stay  ahead  of  the  curve. 
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internet,  intranet,  extranet. 


who  could  ever  make 
them  work  together? 


we  can 


AT&T 


With  AT&T  all  your  networks  can 
work  together  as  one. 


Whether  you're  running 
your  business  on  a  private 
corporate  network  or  on 
the  internet,  AT&T  makes 
networks  work  better. 
AT&T  builds  networks  your 
business  can  depend  on. 
Now  with  AT&T,  you  can 
get  the  flexibility  and  speed 
of  the  internet  with  the 


security,  management  and 
control  of  a  private  network. 
All  backed  by  the  industry's 
best  customer  support. 
AT&T  is  the  one  company 
that  can  bring  it  all  together 
for  your  company  today — 
and  well  into  the  future. 
For  more  information  visit 
www.att.com/ipservices. 
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It's  even  tougher  to  qualify  for  this  year's  list 
of  the  200  Best  Small  Companies  in  America. 

Survival 
of  the  fittest 

By  Michael  K.  Ozanian  and  Kurt  Badenhausen 

There's  no  sure  way  to  tell  which  be  bleeding  cash.  So  we  dumped 
small  company  might  grow  up  to  be  companies  with  negative  operating 
the  next  Microsoft.  But  if  rigorous  cash  flow  in  each  of  the  past  two 
analysis  counts  for  anything,  the  years — regardless  of  how  strong  their 
Forbes  200  Best  Small  Companies  in  earnings  growth. 
America  list  probably  includes  more  Aviation  Sales  Co.,  for  example, 
than  a  few  potential  gems.  didn't  make  the  cut  despite  a  five- 

These  companies  have  survived  the  year  annual  EPS  growth  of  98%.  With 
toughest  screening  process  since  we  soaring  inventories,  the  $255  million 
began  our  annual  ranking  20  years 
ago.  This  year  we  include  growth  in 
sales  and  earnings  per  share  as  well  as 
return  on  equity.  This  gives  a  better 
measure  than  past  methods  of 
whether  these  companies  are  likely  to 
sustain  their  momentum. 

We  still  think  that  return  on  equity 
(roe)  is  an  important  yardstick  for 
measuring  how  well  companies  are 
managed.  So  we  added  a  new  criteri- 
on this  year:  the  ratio  of  ROE  for  the 
most  recent  four  quarters  to  the  five- 
year  average  roe. 

As  always,  we  subjected  companies 
to  a  rigid  computerized  screening,  pro- 
vided by  Los  Angeles- based  William 
O'Neil  &  Co.  A  minimum  roe  was  set 
at  12%  for  both  the  past  five  years  and 
the  most  recent  four  quarters.  Five-year 
sales  and  earnings-per-share  growth 
had  to  average  at  least  10%. 

Any  company  with  a  decline  in 
sales  or  earnings  during  the  past  year 
was  dropped.  So  were  businesses  with 
debt/equity  ratios  over  1.25.  We  set 
minimum  requirements  for  stock 
price  ($5  a  share)  and  average  daily 
float  (1,000  shares).  To  be  eligible, 
companies  needed  sales  of  at  least  $5 
million  but  not  more  than  $350  mil- 
lion— and  to  have  been  public  since 
November  1997. 

We  took  a  very  tough  approach 
this  time  to  operating  cash  flow — 
which  is  what  knowledgeable  buyers 
look  at.  It  is  possible  for  a  company 
to  report  impressive  earnings  and  yet 
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ment  has  failed  to  earn  as  much  as 
analysts  were  expecting.  The  Street, 
whose  expectations  are  typically  opti-1 
mistic,  thinks  Lindsay  will  earn  only 
$1.32  in  the  fiscal  year  ending  August 
1999,  versus  $1.52  the  previous  year. 
No  Lindsay  on  this  year's  200  Best 
Small  Companies  list. 

Finally,  we  reviewed  the  financial 
documents  and  literature  of  eachl 
company  in  search  of  relevant  facts 
that  might  affect  future  value.  Sales 
and  profit  growth  of  Action  Perfor- 
mance would  have  placed  the  market- 
ing firm  in  the  top  half  of  our  list.  But. 
the  $130  million  (sales)  company  is  a 
defendant  in  several  lawsuits  ranging: 
from  disagreements  over  licensing; 
royalties  to  environmental  issues 
Meanwhile,  the  company's  chief  exec 
utive  has  dumped  9.6%  of  his  stock. 


kki 


i 


(sales)  maker  and  distributor  of  air- 
craft spare  parts  had  negative  operat- 
ing cash  flow  in  1997  ($49  million) 
and  1996  ($8  million). 

We  also  decided  to  look  at  earnings 
estimates  for  each  company  for  the 
next  two  fiscal  years.  (Not  that  ana- 
lysts' predictions  are  to-the-penny 
accurate,  but  they  can  be  a  helpful 
piece  to  a  larger  puzzle.) 

Take  $158  million  (sales)  Lindsay 
Manufacturing  Co.  In  four  of  the  last 
six  quarters  this  maker  of  farm  equip- 


Out  went  Action  Performance. 

The  200  Best  Small  Companies  are 
a  battle-ready  group  of  competitors. 
They  have  median  five-year  sales  and 
earnings-per-share  growth  rates  ol 
28%  and  32%,  respectively,  and  a  five- 
year  average  roe  of  20%.  Their  bal- 
ance sheets  are  strong:  55%  of  oui 
companies  have  no  debt,  and  none 
are  dangerously  leveraged.  All  gooc 
signs  for  sustained  growth.  ■ 


Researcher:  Allison  Schrader. 
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Here  are  15  companies, 
the  creme  de  la  creme 
of  the  Best  200. 


Superstars 


By  Steve  Kichen 


EVERY  YEAR  since  1979  we've  nomi- 
nated what  we  consider  the  200  Best 
Small  Companies  in  America.  At  the 
pinnacle  of  the  list  is  the  Honor  Roll, 
with  just  15  names.  It's  not  easy  to 
reach  that  distinction.  Here's  some  of 
what  it  takes: 

Making  the  200  Best  at  least  three 
times  in  the  last  five  years. 
'Showing  returns  and  growth  rates 
well  above  average  among  the  200. 
The  five-year  average  return  on 
equity  for  Honor  Roll  companies  was 
at  least  18%;  this  was  half  again 
greater  than  the  12%  minimum  for 
the  entire  200. 

How  have  our  Honor  Roll  mem- 

The  1998  Honor  Roll 


bers  performed  as  stocks?  Pretty 
darned  well.  If  you'd  invested 
$10,000  in  all  15  companies  five 
years  ago,  your  pot  would  have 
grown  to  $526,000,  a  251%  gain— 


Company 

Years 
on 
list 

Return  < 
5-year 
avg 

in  equity 

latest 
12mos 

5-year 
sales 

growth 
EPS 

Recent 
price 

Value  of 
$10,000 
invested1 

Chief  executive 

Barra 
*  Buckle 

5 
5 

23% 

18 

32 

21 

21 

27% 

31% 

41% 

$18.69 

$43,334 

Andrew  Rudd 

27 

20 

32 

16.63 

64,853 

Dennis  H  Nelson 

Catalina  Marketing 
Fair,  Isaac  &  Co 
Gentex 
I  Jack  Henry  &  Associates 

5 
6 
5 

38 
21 
25 

24 
31 
30 

30 
28 

44.44 

21,416 

Daniel  D  Granger 

32.19 

30,295 

Larry  E  Rosenberger 
Fred  T  Bauer 

34 

31 

14.38 
39.19 

20,721 

7 

4 

30 
26 

42 

28 

50,565 

Michael  E  Henry 

j  infoUSA 

37 

33 

20 

6.63 

7,162 

Vinod  Gupta 

Knight  Transportation 

4 

21 

21 

40 

36 

17.00 

17,6622 

Kevin  P  Knight 

Micros  Systems 

7 

21 

30 

41 

22 

30.75 

62,675 

A  L  Giannopoulos 

On  Assignment 
RehabCare  Group 

6 
5 

22 
23 

25 
27 
29 

30 

31 

32.75 

65,500 
13,475 
18,000 

H  Tom  Buelter 
Alan  C  Henderson 
Robert  E  Gray 
Thomas  J  Fitzmyers 

28 

22 

11.88 

St  John  Knits 
Simpson  Manufacturing 

5 
4 

28 

24 

30 

15.75 

18 
28 

22 

45 

20 
18 

37 

30.19 

24,8973 

Timberline  Software 
Zebra  Technologies 

4 

56 

19.00 
33.44 

71,529 

14,229 

526,314 

Curtis  L  Peltz 
Edward  L  Kaplan 

6 

23 

24 

23 

'    22 

TOTAL 

■invested  Oct.  8. 1993.  invested  Oct.  25, 1994. 

invested  May  26, 

994. 

Forbes  ■  November  2,  1998 

compared  with  118%  for  the  s&P 
500  and  111%  for  the  Nasdaq  index. 

This  year's  standout  is  Beaverton, 
Ore. -based  Timberline  Software 
Corp.,  whose  products  are  used  by 
contractors  and  property  managers 
to  track  projects,  schedules  and 
costs.  A  $10,000  stake  in  Timber- 
line  made  on  Oct.  8.  1993  is  now 
worth  $71,500,  a  615%  gain. 

But  not  every  Honor  Rollee  is  a 
winner.  Omaha-based  infoUSA 
(formerly  American  Business  Infor- 
mation Systems),  which  sells  mail- 
ing list  databases  on  U.S.  business- 
es, would  now  be  worth  only 
$7,200— a  loss  of  28%.  But  the 
lists  include  remarkably  few  such 
clunkers. 

How  about  last  year's  Honor  Roll 
(Forbes,  Nov.  3,  1997)>  From  the 
end  of  October  1997  through  Oct. 
2,  1998,  the  14  stocks  were  down 
11%,  compared  with  a  1%  gain  for  the 
Nasdaq  and  a  10%  gain  for  the  s&P 
500.  What  about  the  long  stretch? 
For  the  12 -year  period  a  hypothetical 
$10,000  investment  in  1986  in  each 
of  the  14  original  Honor  Roll 
stocks — reinvested  in  their  replace- 
ments— gained  281%  versus  a  311% 
gain  for  the  S&P  500  and  a  255% 
increase  in  the  NYSE.  m 
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Everywhere  we  look  we  see  opportunity- 
from  Poland  to  China  to  Mars. 

In  recent  years,  Timken  has  opened  new  facilities  from 

eastern  Europe  to  the  Pacific  Rim.  Timken  bearings  were  on  |m/| 

the  Pathfinder  mission  to  Mars,  and  Timken  has  been  part  of 

every  space  shuttle  mission.  Companies  and  countries  rely  

on  Timken  technology  around  the  world — and  beyond.  worldwide  leader  i 
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latest 
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49% 
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1999E 
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1999E 
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■ 

American  Locker  Group 

incorporated  in  1958,  this  firm  sells 
lockers  &  centralized  mailboxes 

28% 

41 

100+ 

71% 

49 

47 

38 

154 
38 

3.5 
19.5 

56 
706 

NA 
0.65 
1.47 

NA 
28 
32 

23.00t 
18.50: 

46.50 

2 

■ 

Syntel 

information  technology 
outsourcing  services 

Abacus  Direct  (2)t 

collects,  tabulates,  analyzes  &  resells  data 
on  1.5  bil  purchases  from  catalog  cos 

3 

2 

8.9 

452 

4 

55 

Datastream  Systems  (3)1 

Windows-based  industrial 
automation  software 

25 

29 

1 

82 

66 

81 

48 

82 

13.9 

318 

0.99 

17 

16.75 

5 

68 

Pre-Paid 

paying  a  pre 
to,  or  reimbi 

Legal  Services  (3) 

set  fee  gives  members  access 
rsement  for,  legal  sves 

aming(2)t 

casinos  in  Colorado,  licenses 
aming  &  vending  equip 

24 
24 
24 

33 
33 
32 

0 
2 
11 

46 
48 
45 

49 
51 
67 

94 
44 
36 

49 
98 
96 

111 
232 
329 

23.0 

68.4 
19.7 

426 
648 

214 

1.53 
5.88 
2.28 

12 
9 

19.00 
52.13 

6 

26 

Anchor  G 

operates  twr. 
&  services  g 

7 

76 

National  RV  Holdings  (2) 

designs,  manufactures  &  markets  motor 
homes  &  recreational  vehicles 

9 

21.00'i 

8 

■ 

Kaynar  Technologies1 

formed  in  1993  by  purchasing  aerospace 
fastener  business  of  Microdot,  a  bankrupt  firm 

38 

33 

54 

43 

39 

100 

65 

■    173 

16.1 

65 

1.98 

6 

12.75' 

9 

173 

Micrel  (2)+ 

manufactures  &  markets  high-performance 
analog  integrated  circuits 

19 
34 
28 
18 
25 

31 
40 
45 
28 
31 

1 
0 
0 

96 
0 

50 
22 
18 
86 
36 

50 
86 
27 
63 
46 

111 
26 
56 
78 
57 

72 

160 

131 

77 

52 

125 
96 
39 

21.7 
14.2 
6.0 

504 
101 
134 

1.47 
1.54 

17 
5 

25.38 
7.75 

10 

■ 

Media  Arts  Group1 

wholesales  art  collectibles,  gifts, 
home  decor  products  &  memorabilia 

11 

83 

Timberline  Software  (4) 

software  for  contractors,  property 
managers  &  estimators 

1.21 

16 

51 

9 

19.00 

48.25 
14.75 

12 

95 

Veritas  S 

develops,  m 
storage  ma 

oftware  (2)f 

arkets  &  supports  enterprise 
lagement  software 

all  accounting  systems 
ng  industry 

154 
24 

28.8 
2.9 

2,275 
30 

0.95 
1.70 

■ 

13 

74 

Xeta  (2) 

telephone  c 
for  the  lodg 

14 

■ 

ASVt 

rubber-tracked,  all-terrain  vehicles 
for  landscaping  &  trail  grooming 

15 

33 
49 

57 

59 
34 

99 

28 

74 
28 

124 
50 

34 

3.3 

135 

0.82 

22 

17.75 
29.26 

15 

7 

Safeskin  (3)1 

leading  manufacturer  of  latex  &  synthetic 
gloves  to  health  care  &  scientific  markets 

30 

209 

51.9 

1,592 

1.24 

24 

Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  li  *   "Indue 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  i   ck  His 

es  all  share 
ory  Databas 

classes.  'Initial  pub 
e  via  OneSource  Infer 

ic  oftermj 
nation  Se 

,  within  la 
rvices;  IBl 

st  five  ye 
S  Expres 

ars.  NA:  N 
s. 

ot  available 

Dr  not  appli 

cable. 
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HE'S  THERE  TO  BACK  YOU  UP. 
to  help  make  sure  your  long-term 
financial   goals   can  be   met  and 

Goal  Keeper 

your  family  kept  secure  today. 

A  superstar?  Yes.  We've  got  lots  of 
them.  As  part  of  the  global  AXA 
group,  a  financial  services  power 
house  with  more  than  $530  billion 
under  management';  Equitable  has 
a  full  line  of  products  and  services  for 
all  life's  opportunities  and  challenges 
Our  representatives  hold  more  dual 
CLU  and  ChFC  professional  designa 
tions  than  anyone  in  the  industry.  And 
they're  ready  to  help.  It  all  starts  with 
a  phone  call.  Contact  us  today.  We 
have  some  of  the  best  goal  keepers 
around.    1-800-590-5995    or    visit 
www.equitable.com 


EQUITABLE 


Member  of  the  Global  T±VjM  GrouP 


-165  The  Equrtable  We  Assurance  Society  of  the  U.S.  NY,  NY  10104  is  a  ma,or , 


Dmponent  of  the  AXA  Group.  Equitable  is  solely  responsible  for  its  own  obligations. 


*As  of  12/31/97 


BEST      SMALL      COMPANIES 
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s 

'97 

COMPANY  (consecutive  years  on  list) 
business 

PROFITABILITY                            GROWTH 

SALES 

latest 

12mos 

v  ($mil) 

NET 

INCOME 

latest 

12mos 

($mil) 

MARKET 
VALUE* 

($mil) 

EPS 

1999E 

($) 

P/E 

1999E 

RECEN 

PRICE 

RETURN  0 
5-year 
average 

29% 

H  EQUITY      DEBT/ 
latest      EQUITY 
12mos 

SAl 

5-year 
average 

25% 

29 
28 
19 

ES 

latest 
12mos 

17% 

33 

37 

77 

33 

24 
138 
147 

77 

49 

58 

64 

32 

35 

EPS 

5-year     latest 
average  12mos 

115%      31% 
112         26 

($) 

16 

171 

17 

59 

LoJack  (2) 

markets  LoJack,  a  stolen-vehicle 
tracking  system 

50% 

42 

42 

4% 

6 

0 

76 
36 
113 

10.4 

173 

0.90 

11 

8 

27 

9.63 

General  Employment  Enterprises  (2) 

this  employment  agency  for  technical 
workers  traces  its  roots  back  to  1893 

37 
30 

3.0 

28 

0.79 
1.44 

6.36 

18 

42 

Jack  Henry  &  Associates  (6) 

data-processing  systems 
for  banks  &  finance  cos 

31         38 
14       144 
20         61 
35         72 
48         92 

140       206 
84         69 
50        43 
50       137 
84         62 

142         38 
42         40 

22.2 

743 
121 

39.19 

19 

■ 

Boston  Acoustics 

audio  speaker  systems 
for  homes  &  autos 

24 

44 

40 

92 
79 
124 
76 
120 
118 
124 
266 
107 
106 

10.5 

14.3 

3.1 

6.5 

2.20 

11 
13 
NA 

24.25 

44.88 
7.38 

20 

27 

21 

■ 

Duff  &  Phelps  Credit  Rating  (2) 

credit  rating  agency  for  corporate, 
structured  &  sovereign  financing 

38 

61 

30 

19 
49 
51 
57 
111 
35 

217 

3.53 

Richton  International 

irrigation  products  distributor; 
computer  systems  integrator 

22 

33 

60 

21 
155 

NA 
1.43 

22 

163 

Analytical  Surveys  (3) 

produces  computerized 
survey  maps 

16 
62 

27 

18 

59 

1 

16 
25 

23.00 

23 

■ 

24 

24 

25 

■ 

26 

■ 

27 

131 

28 

■ 

29 

116 

Information  Mgmt  Resources 

offshore  devel  centers  in  India  &  Ireland 
help  it  provide  computer  svcs  to  large  firms 

19.9 
16.2 
5.1 
25.5 
20.4 
29.4 

656 
700 
61 
986 
1,657 
253 

0.89 

22.50 

Sapient  (2)f 

computer  systems 
integrator 

Travis  Boats  &  Motors1 

operates  21  stores  in  the  Southeast 
selling  boats  &  accessories 

27 
23 

20 
28 

0 
23 

1.04 
1.60 
0.93 
0.99 
0.91 

27 
9 

22 
45 

7 
22 

27.63 

14.25 

Mastech" 

computer  services  for  medium 
&  hrge-size  companies 

31 

21 
22 
25 

0 
0 
0 

49 

66 

110 

26 

20.13 

45.00 

6.25 

31.0C 

Legato  Systems  (2)1 

develops,  markets  &  supports  data 
storage  management  software 

DSP  Communications1 

successor  to  Israeli  firm;  develops  &  markets 
computer  chip  sets  for  wireless  devices 

FactSet  Research  Systems  (2)f 

mid-1996  IPO  is  an  on-line  integrator 
of  financial  databases 

18 
19 
22 

34 
26 

0 

79 

12.6 

299 

1.38 

30 

■ 

Ocular  Sciences' 

manufactures  &  markets  Hydron, 
Edge  III  &  other  soft  contact  lenses 

39 

3 

35 

30         51         68 

136 

27.1 

425 

1.53 

12 

18.97 

Stock  prices  as  of  Oct.  2   ■  Not  on  last  year?  list.  "Includ 
Sources  William  ONeil  &  Co.,  Market  Guide  am  Sfac*  Hist 

es  all  share 
ory  Databas 

classes.  Initial  public  offering  within  last  five  years.  NA  N< 
e  via  OneSource  Information  Services;  IBES  Express. 

t  available 

>r  not  applicable 
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NATHAN  MYHRVOLD, 

Chief  technology  Officer,  Microsoft  Corporation, 

Chose  The  Gulfstream  v 

As  THE  Technically 

.  Superior  Airplane. 


£& 


VhyThis  Brilliant  Technical  Futurist  Bought  The  100th  GulfstreamV 


Nathan  Myhrvold  is  Bill  Gates'  chief  scientist  and  widely 

itded  as  perhaps  the  most  intlLienti.il  technical  mind  of 

time. 

postdoctotal  fellow  in  applied  mathematics  and 

>retical  physics  at  ( Cambridge  University.  He  has  a  Ph.D. 

heoretical  mathematics  and  physics,  as  well  as  an  M.S. 
j  nathematical  economics  from  Princeton  University.  He 

Kuh  an  M.S.  in  geophysics  and  space  physics  and  a  B.S. 

nathematics  from  the  University  of  California. 

Jo,  when  Dr.  Myhrvold  decided  to  purchase  a  large  cabin, 
•  a-long  range  airplane  for  his  use,  as  you  would  expect,  he  did 

homework  very  carefully.  In  discussing  this  experience  he  said, 


"In  my  job,  I  have  to  evaluate  technical  claims  and  I  did  that 
here.  I  talked  to  the  engineers,  evaluated  the  data,  examined  the 
competition  carefully  and  concluded  that  the  Gulfstream  V'9  is 
technologically  superior  to  all  of  its  competitors." 

His  choice  of  the  Gulfstream  V  is  another  resounding 
endorsement  of  our  usefully  applied  technology  and  further  proof 
that  this  is  the  airplane  of  choice  for  knowledgeable  individuals, 
companies  and  governments  the  world  ewer  who  want  the 
unbeatable  combination  of  reliability  and  the  latest  technology. 

To  learn  more  about  the  GulfstreamV  and  our  family  of  transportation 
products  and  services,  call  Bill  Boisture  at  (912)  965-5555  or  visit  us  on  the 
web  at  www.gulfstreamaircraft.com.  After  all,  nothing  flies  like  a  Gulfstream. 


THE  WORLD  STANDARD.' 


|        COLLI!  R  AWARD 
"•  I  M  ^  F  R 

Gullstream  Aerospace  Corporalic 


Gulfstream 


- 


200 


BEST      SMALL      COMPANIES 


z 
< 

'97 

COMPANY  (consecutive  years  on  list) 
business 

PROFITABILITY 

SAl 

5-year 
average 

55% 

17 

30 

24 

20 

46 

42 

33 

28 

28 

17 

57 

32 

42 

23 

GROWTH 

SALES 

latest 
12  mos 
($mil) 

NET 
INCOME 

latest 
12  mos 
($mil) 

MARKET 
VALUE* 

($mil) 

EPS 

1999E 
($) 

P/E 

1999E 

RECE!    I 
PRIC 

($)     i 

RETURN  0 

5-year 
average 

N  EQUITY 

latest 
12  mos 

24% 

32 

27 

38 

32 

23 

25 

37 

50 

DEBT/ 
EQUITY 

0% 
49 

o 

0 
0 
0 
0 
101 
0 
0 

ES 

latest 
12  mos 

45% 

36 

42 

26 

64 

83 

60 

50 

55 

43 

53 

76 

42 

77 

71 

EF 

5-year 
average 

29% 
102 

32 

30 

38 

23 

67 

20 

20 

32 

31 

41 

75 
101 

39 

S 

latest 
12  mos 

80% 
46 
65 
35 
52 
51 
30 
20 
23 
49 
58 
80 
90 
47 
163 

31 

■ 

32 

■ 

Vivid  Technologies1 

automated  inspection  systems  tor  detecting 
explosives  in  airline  luggage 

■ 

Gardner  Denver 

blowers,  air  compressors  &  pumps  for 
manufacturing  &  energy  industries 

100+% 
20 
42 
32 
18 
59 
19 
26 
55 

40 

7.5 

60 

0.94 

6 

6.06   1 

13.561 
26.0CJ 
44.441 
16.751 

349 

32.8 

220 

2.27 

6 
21 

33 

10 

Metro  Information  Services  (2)f 

information  technology  consulting 
&  custom  software  development 

183 

12.0 

386 
822 

1.24 

34 

■ 

35 

■ 

36 

4 

Catalina  Marketing 

in-store  coupons  &  other 
electronic  promotions 

Gulf  Island  Fabrication1 

builds  offshore  drilling 
&  production  platforms 

JDA  Software  Group  (2)t 

enterprise-wide  information  management 
software  for  retailers 

227 

34.0 

2.72 

16 
10 

169 

16.1 

195 

1.68 

120 

15.5 

289 

1.29 

10 

12.3ll 
8.6sl 
6.63 

37 

■ 

38 

100 

39 

■ 

40 

■ 

41 

■ 

42 

■ 

43 

■ 

Advanced  Communications  Systems1 

satellite  communications  services 
to  federal  agencies  &  corporations 

infoUSA  (2) 

maintains  &  markets  information  database 
on  11  million  US  businesses 

Deltek  Systems1 

software  for  managing  project  work  flow, 
regulatory  paperwork,  budgets  &  finances 

Melita  International 

hardware  &  software  for  managing 
telephone  call  centers 

75 
222 

3.4 
29.9 

75 
327 

0.84 
0.75 

10 
9 

65 

78 

303 

12.4 

9.8 

22.7 

319 
152 
197 

1.00 
0.87 
1.51 

18 
11 
7 

17.88 

10.0C 
9.9/ 

19.38 
8.13 
7.21 

20.25 

34 

26 

Mesaba  Holdings 

regional  airline  serving  hubs  of 
Detroit  &  Minneapolis/St  Paul 

Level  One  Communications 

develops  &  markets  integrated  circuits 
for  high-speed  signals 

21 
15 
16 
18 

30 
23 

21 

6 
95 

0 
11 

0 

211 

27.8 

681 

1.13 

17 

TSR 

software  development 
&  training  services 

70 

3.4 

49 

NA 
0.54 

NA 
13 
28 

44 

■ 

SCB  Computer  Technology1 

computer  consulting,  outsourcing 
&  staffing  services 

124 

8.2 

179 

45 

■ 

Sanchez  Computer  Associates 

software  for  the  banking  industry;  competitors: 
Fiserv  &  Andersen  Consulting 

25 

21 

36 

5.0 

236 

0.72 

Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  list.  *lnclud 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  Hisl 
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"It's  kind  of  hard  to  have  a  fishing  industry  without  fish.  That's 
exactly  what  happened  in  Sicily  due  to  industrial  pollution.  Then  we  came  in 
and  helped  mix  things  up — literally.  We  designed  and  provided  the  big, 
dependable,  submersible  pumps  and  mixers  that  drive  their  new 
water  purification  process.  And  once  it  started  operating,  the 
water  started  comingback  to  life — fish  and  all.  Hallelujah!" 

Zbigniew  Czarnota,  Research  Engineer,  Stockholm 


WATER  TREATMENT 
PROJECTS  ARE  ONE  OF  THE 
FASTEST  GROWING  SECTORS 
IN  INFRASTRUCTURE 
INVESTMENT. 


OUR  ENGINEERS  DESIGN 
THE  SMART  CARD  CONNECTORS 
THAT  FACILITATE  SECURE 
COMMERCIAL  TRANSACTIONS 
OVER  THE  INTERNET. 


</> 


ITT  Industries 

Engineered  for  life 
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COMPANY  (consecutive  years  on  list) 
business 

PR0FITABILI1 

RETURN  ON  EQUITY 

5-year      latest 
average     12  mos 

rY 

SA 

5-year 
average 

14% 
26 
58 
19 
24 
55 
39 
101 
31 
46 
13 
30 
20 
41 
50 

GRC 

.ES 

latest 
12  mos 

24% 
75 
126 
19 
34 
83 
70 
54 
34 
34 
15 
29 
33 
23 
51 

IWTH 

El 

5-year 
average 

50% 

30 

65 

25 

18 

93 

15 

50 

41 

72 

33 

34 

32 

22 

71 

'S 

latest 
12  mos , 

35% 

38 

77 

40 

19 
132 
109 

SALES 

latest 
12  mos 
($mil) 

252 
340 

NET 
INCOME 

latest 
12  mos 

($mil) 

MARKET 
VALUE* 

($mil) 

EPS 

1999E 
($) 

P/E 

1999E 

REC 
PRI 

($ 

< 

0! 
'97 

DEBT/ 
EQUITY 

46 

■ 

Plantronii 

telephone  he? 
telecommunic 

:sT 

dsets  &  other 
ations  equip 

irking  (3)T 

ing  facilities 
ign  countries 

100+% 
21 
15 
28 
30 
13 
15 
24 
23 
23 

81%    122% 

43.4 
24.9 

837 

1,351 

NA 
1.41 

NA 
32 

50."/ 

45.6 

47 

93 

Central  P, 

operates  park 
in  US  &  7  fori 

26 
20 
34 
37 
19 
27 
17 
27 
20 
38 
25 
27 
30 
17 

76 
0 
3 

18 
0 
0 

o 

0 
0 

26 
0 
0 

10 
4 

48 

■ 

Actrade  Intl 

purchases  trade  acceptances; 
helps  cos  export  products 

99 
31 

4.4 

122 

0.70 

20 

14.2 

49 

■ 

Tech-Ops  Sevcon 

motor  controls  for  electric  fork  trucks, 
mining  equip  &  other  vehicles 

3.1 

46 

NA 

NA 

14.6 

50 

37 

EW  Blanch  Holdings  (3) 

reinsurance  &  insurance 
services 

184 
31 
36 

28.1 
12.8 

520 
398 

2.62 

16 

40.8 

51 

■ 

Theragenics 

therapeutic  radiological  products 
for  treating  cancer 

0.74 

NA 

1.07 

1.85 

18 

NA 
16 
10 

13.5 

6.1 

16.8 

18.6 

52 

■ 

Global  Payment  Technologies1 

machines  &  subassemblies  to  detect 
&  reject  counterfeit  money 

Arisf 

consulting  &  training  on  Oracle, 
Microsoft,  Sun  &  Lotus  software 

2.8 

34 
187 

53 

■ 

74 
17 
39 
30 

„ 

68 
27 
30 

77 
146 
100 

7.6 

54 

99 

Barra  (4) 

research,  software  &  consulting 
for  analyzing  risk 

RWD  Technologies1 

computer  consulting 
services 

19.2 
11.2 

258 

55 

■ 

284 

0.93 

21 

19.1 

,  :  ■ 
9.8 

i< 
14.3     , 

56 

■ 

Chase 

protective  coatings  for  electronics 
&  telecommunications  inds 

26 
21 
18 
21 
34 

45 
208 
302 
280 

4.0 
43.1 
28.7 

21.3 

38 

1,032 

366 

496 

82 

NA 
0.79 

NA 
18 

57 

in 

Gentex  (3) 

light-sensitive  automatic  dimming  mirrors  for 
automobiles;  industrial  smoke  detectors 

58 

164 

Buckle  (5) 

medium-  to  higher-priced 
casual  apparel  stores 

1.67 

10 

16.6 

59 

121 

Micros  Systems  (2) 

point-of-sale  transaction  processing 
systems  for  restaurants  &  hotels 

1.60 
1.23 

19 

10 

30.7 

tilt 

12.7     Cj 

^v5 

60 

13 

American  Coin  Merchandising  (2)f 

owns  &  services  gaming  machines  in  which 
players  use  a  crane  to  capture  a  prize 

73 

5.2 

Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  list.  *lnclud 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  Hist 

es  all  share 
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:      DOES    YOUR    LENDER    UNDERSTAND 
HOW   THIS    CONTEMPORARY 
BECOMES    HER    FUTURE? 

A  goal  becomes  an  achievement  through  hard  work,  applied  intelligence  and  appropriate  financing. 
For  thousands  of  American  businesses  and  individuals,  the  financing  is  supplied  by  The  CIT  Group. 

At  The  CIT  Group,  a  $23  billion  corporation  which  provides  over  a  billion  dollars  of  home  equity 
loans  per  year,  we  have  made  a  real  commitment  to  understanding  both  specific  local  conditions  and  broad 
national  trends.  Since  1 908,  we  have  used  this  knowledge  to  create  financial  solutions  which  add  value  to 
our  customers. 

For  example,  our  experts  could  tell  you  that  a  substantial  portion  of  the  $3  70  billion  home 
equity  loan  market  is  spent  on  higher  education  for  America's  youth.  To  see  what  we  can  do  for  you,  visit 
www.citgroiip.com  or  call  1-800-CIT-1908. 

I — H 

CIT 

NYSE  •  Money    well    lent 


CONSTRUCTION  •  CONSUMER  •  MANUFACTURING  •  RETAIL 

e  1998  The  CIT  Group.  Inc 


SERVICE 


TECHNOLOGY 


TRANSPORTATION 


WHOLESALE 


ADVERTISEMENT 


CNA  PUBLIC  POLICY  FORUM 


Y2K  LITIGATION 


A  Mountain  or  a  Molehill? 


A  particle  of  dirt  multiplied  becomes  a  mountain.  Likewise,  a  decision  made  at  the  start  of  the  Computer  Age  has  become  a  mountain  of  potential  busine 
difficulties.  The  decision  was  to  save  limited  and  expensive  memory  resources  by  designing  computers  to  read  years  by  their  last  two  digits  only  - 
a  practice  that  has  been  multiplied  across  millions  of  computers  and  electronic  systems.  This  situation  may  cause  computers,  operating  systems  at 
other  critical  electronic  systems  either  to  think  that  January  1,  2000,  is  January  1,  1900,  or  to  shut  down.  Those  companies  that  have  not  prepared  tt 
computer  systems  and  other  equipment  could  face  an  avalanche  of  Year  2000(Y2K)  disputes  that  could  further  block  efficient  remedies. 

There  are  a  number  of  initiatives  to  address  Y2K  readiness  at  both  the  federal  and  state  government  levels.  In  addition,  there  is  already  biparti, 
support  for  legislative  proposals  that  encourage  disclosure  of  Y2K  readiness.  The  business  community  also  must  determine  how  to  ready  computer  te 
nology  to  bypass  Y2K  problems  and  how  to  avoid  or  equitably  resolve  Y2K-r elated  disputes. 


Let's  Conquer  the  Y2K Mountain  Together 

As  we  continue  the  transition  to  Y2K  readiness,  I  call  on  U.S.  business 
leaders  to  avoid  Y2K  problems  by  making  sure  they  are  internally  ready 
and  by  managing  their  business  risks  to  avoid  unnecessary  litigation. 
Even  those  organizations  that  are 
ready  internally  may  have  Y2K  problems 
if  the  firms  they  work  with  are  not.  And 
what  business  doesn't  depend  on  multiple 
organizations  to  create  and  distribute  its 
goods  or  services? 

Despite  our  interdependent  business 
structure,  however,  many  companies  have 
not  fully  disclosed  their  Y2K  readiness 
for  fear  that  competitors  or  others  will  use 
the  information  against  them.  As  a  result, 
too  many  businesses  may  not  have  the 
information  they  need  to  make  their  own 
systems  Y2K  ready  or  to  properly  allocate 
resources  to  modify  their  operations  in  case  a  business  partner's  system 
fails.  Y2K  problems  could  bury  these  companies  in  lengthy  and  expensive 
disputes. 

But  some  businesses  are  recognizing  there  are  ways  to  avoid  litiga- 
tion, which  would  siphon  off  time  and  money  from  Y2K  remedies. 


Dennis  Chookaszian 
Chairman  and  CEO,  CNA 

"Many  companies  have 
not  fully  disclosed  their 
Y2K  readiness." 


These  businesses  are  taking  the  following  actions: 

•  Making  sure  their  internal  systems  and  infrastructures  are  Y2K  rea 

•  Signing  agreements  with  suppliers,  customers  and  other  business 
partners,  exchanging  the  right  to  sue  for  full  disclosure  of  Y2K 
preparedness. 

•  Preparing  to  use  negotiation  and  mediation  to  settle  disputes, 
rather  than  litigation. 

•  Seeking  out  other,  creative  ways  to  discuss  these  issues  and  to 
problem  solve  with  business  partners  and  within  industries. 

No  single  solution  will  fit  every  company's  needs.  But  let's  commit  t 
explore  non-adversarial  solutions  and  full  communication  with  our 
business  partners  about  Y2K  issues. 


•: 


A  series  on  important  public  policy  issues 


ADVERTISEMENT 


yptfor  Problem  Solving,  Not  Litigation 

[ere  is  mounting  evidence  that  businesses  worldwide  may  experience 
3  disruptions  related  to  the  Y2K  issue.  And.  where  there  is  busi- 
ss  disruption,  there  inevitably  will  be  disputes. 
However,  most  Y2K-related  disputes  are  really  business  problems, 
ich  do  not  lend  themselves  to  "I  win,  you  lose"  litigation.  Further, 
!se  disputes  will  most  frequently  arise  within  business  relationships 
that  have  taken  years  to  develop.  We, 
therefore,  are  promoting  a  protocol  that 
provides  businesses  the  opportunity  to 
commit  in  writing  to  using  negotiation 
followed  by  mediation  in  any  Y2K  dispute. 

Quite  a  few  companies  have  already 
made  this  commitment,  because  Y2K  dis- 
putes are  really  business  problems  related 
to  logistics,  systems  or  organizational 
snags  that  usually  involve  multiple  parties 
and  cannot  be  satisfactorily  resolved 
through  litigation.  Through  negotiation 
and  mediation,  business  partners  can 
focus  their  efforts  on  continued  produc- 
tivity while  working  out  their  differences. 


r  Henry 

institute  tor 
oute  Resolution 

lost  Y2K  disputes 
realty  business 
terns" 


?  CPR  Institute  is  a  nonprofit  initiative  of  global  corporations,  law 
is  and  law  teachers  that  is  developing  new  uses  of  alternative  dis- 
e  resolution  for  business  and  public  disputes. 


eep  Communication  on  the  Right  Path 

ryone  in  the  business  community  has  to  do  his  or  her  part  to  avoid 
ndslide  related  to  Y2K  litigation.  Your  trade  association  might  be  able 
lip  you  and  your  peer  companies  avoid  a  slippery  path. 
any  chemical  companies  have  been  grappling  for  some  time  with  the 
challenge:  But  recently  they  turned  to  the  Chemical  Manufacturers 
ociation  (CMA)  to  help  speed  the  process  of  readiness.  Here  are  the 
?s  they  took: 

inding  themselves  burdened  with  an  avalanche  of  readiness  surveys 
om  customers,  our  member  companies  developed  a  reasonable  model 
urvey,  posted  it  on  the  association's  Web  site  (www.cmahq.com)  and 


David  loll 

Vice  President  and 

General  Counsel 

Chemical  Manufacturers  Assoc. 

"Make  readiness 
among  peers  a  shared 
goal." 


encouraged  its  use  among  chemical 
customers  and  suppliers. 

•  Realizing  they  could  learn  remediation 
management  techniques  from  each 
other,  they  shared  their  experiences 
in  meetings  and  over  the  Internet. 

•  Recognizing  just  how  counterproduc- 
tive Y2K  litigation  could  be,  our 
members  promoted  the  use  of  a 
broadly  applicable  mediation  commit- 
ment. This,  too,  was  posted  on  the 
CMA  Web  site. 

•  Learning  of  the  Y2K  concerns  of  the 
Chemical  Hazard  and  Safety 
Investigation  Board,  the  association 

invited  a  representative  to  meet  with  members  and  share  perspectives. 
It  may  make  sense  for  your  company  to  use  its  trade  association  to 
help  avoid  litigation  and  to  make  readiness  a  shared  goal. 


Conclusion 

Avoiding  economic  damage  to  our  nation  and  across  the  globe  due  to 
Y2K  problems  and  related  litigation  will  require  a  cooperative  spirit 
among  all  business  and  government  entities.  CNA  is  working  hard  to  be 
prepared,  and  we  hope  your  company  and  its  business  partners  also  are 
addressing  this  important  issue.  Together,  we  can  ensure  that  our  com- 
panies won't  be  facing  a  mountain  of  business  problems  and  litigation 
as  the  new  year  dawns  on  January  1,  2000. 


OVA 

For  AH  the  Commitments  You  Make' 


CNA  is  one  ol  the  world's  premier  insurance  organizations,  ranking  among  the  lop  10  U.S.  insurance  groups. 
Since  1897.  CNA  has  built  on  a  foundation  ot  financial  strength,  stability  and  commitment  to  customers  and 
business  partners.  CNA  is  a  registered  trade  name  and  service  mark  ol  the  CNA  Financial  Corporation. 
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COMPANY  (consecutive  years  on  list) 
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PROFITABILITY 

GROWTH 
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12  mos 

_  ($mil) 

NET 
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latest 
12  mos 

($mil) 

MARKET 
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($mil) 

EPS 

1999E 
($) 

P/E 

1999E 

RECEN 
PRICE 

($) 
21.81 

RETURN  C 

5-year 
average 

32% 

N  EQUITY 

latest 
12mos 

32% 

DEBT/ 
EQUITY 

0% 

SA 

5-year 
average 

17% 

.ES 

latest 
12mos 

21% 

EPS 

5-year    latest 
average  12  mos 

23%     46% 

61 

Tarrant  Apparel  Group 

297 

15.5 

296 

1.63 

13 

■ 

sells  moderately  priced  private-label 

•: 

casual  apparel  to  the  Limited  &  others 

28 

12 

8 

75 

50 

78 

1 

236 

106 

16 

8.00 

62 

Hall  Kinion  &  Associates1 

3,8 

76 

0.50 

■ 

placement  agency  for  information 

technology  professionals 

17 

21 

0 

54 

35 

43 

39 

45.50 

63 

ResMed  (2)t 

67 

10.6 

333 

1.77 

26 

172 

products  for  the  diagnosis  &  treatment 

64 

of  sleep-disor 

i2  Techno 

der  breathing  problems 

24 

12 

0 

154 

85 

64 

143 

ogies  (2)f 

266 

22.0 

929 

0.58 

23 

13.25 

20 

planning  &  scheduling  software  for  managing 
work-in-progress  inventories  &  distribution 

65 

SBS  Technologies  (2) 

24 

20 

0 

46 

41 

80 

23 

74 

10.1 

125 

2.07 

10 

21.38 

70 

open  architecture  computer  boards  &  modules 

66 

fortelecomm,  medical  &  aerospace  inds 

RehabCare  Group  (4) 

23 

27 

87 

28 

22 

22 

40 

6 

11.88 

171 

10.9 

75 

2.02 

61 

develops  &  manages  physical 

67 

rehabilitation  clinics 

Etec  Systems1 

26 

24 

0 

45 

20 

99 

9 

288 

46.8 

495 

2.40 

22.44 

9 

■ 

former  Perkin-Elmer  division  makes 

semiconductor  photomask  production  equip 

72 

19 

o 

61 

42 

31 

26 

42 

68 

Advantage  Learning  Systems1 

8.0 

653 

0.80 

48 

38.63 

■ 

software  for  enhancing  reading, 

69 

math  &  science  skills 

Nature's  Sunshine  Products  (8) 

28 

33 

0 

22 

11 

29 

21 

1.48 

11 

15.63 

294 

21.9 

287 

56 

makes  &  sells  vitamins,  herbs  &  other 

nutritional  pr 

ods  to  independent  distributors 
d(2) 

22 

30 

99 

20 

8 

44 

27 

320 

31.06 

70 

MacDerm 

31.3 

781 

1.78 

17 

149 

chemicals  &  equipment  for  finishing 

71 

&  polishing  plastic  &  metal  surfaces 

13 

23 

0 

41 

34 

41 

96 

6.81 

Automobile  Protection 

106 

5.5 

80 

0.61 

11 

■ 

markets  &  administers  EasyCare  &  private 

label  extended  vehicle  service  contracts 

28 

25 

0 

32 

23 

26 

39 

1.46 

72 

Kenneth  Cole  Productions 

200 

15.0 

228 

12 

17.00 

■ 

distributes  footwear, 

73 

handbags  &  accessories 

13 

21 

0 

41 

52 

43 

79 

21.13 

Pacific  Sunwear  of  California 

274 

20.2 

445 

1.43 

15 

■ 

mall-based  retailer  of  casual  apparel 

for  teenagers  &  young  adults 

33 

55 

59 

59 

27 

51 

6.3 

280 

32.75 

74 

Forrester  Research  (2)1 

IB 

0 

1.12 

29 

12 

independent  research  on  computer 
&  technology  industries 
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Making  great  displays 
is  a  matter  of  focus. 


tochukd 


We  became  known  as  The  Display  Technology  Company"  by  keeping  our  eyes  on  the  screen.  While 
others  dabble  in  everything  from  microwaves  to  computers,  our  solitary  goal  is  to  create  the  displays  of 
the  21st  Century  and  beyond. 

Today,  we  offer  the  most  complete  family  of  high-performance  displays  available— for  PC,  Macintosh* 
and  other  workstations.  Whatever  the  screen  size.  Whatever  the  specs.  Whatever  the  price. 

And,  with  over  100  major  awards  earned  in  1997,  industry  publications,  as  well  as  the  most  critical 
critics,  agree  that  ViewSonic  displays  deliver  the  best  performance  at  the  best  price.  Whether  you  require 
simple  text  and  word-processing  or  sophisticated  CAD  and  graphics,  multimedia  or  videoconferencing. 

After  all,  that's  been  our  focus  from  the  very  beginning. 

For  more  information  about  ViewSonic,  call  (800)  888-8583  and 
ask  for  agent  81341,  or  visit  our  website  at: 
u  'u  n '.  /  ieu  'son  ic.  com/forbes 


(909)  869-7976  fax:  (909)  869-7958  •  Specifications  subject  to  change  without  notice  •  Copyright  ©  1 998.  ViewSonic  Corporation 
All  rights  reserved  •  Corporate  names  and  trademarks  are  the  property  of  their  respective  companies. 


mmnmumm 
ViewSonic® 

See  The  Difference! 
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K 
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RETURN  0 
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22% 

26 

23 

21 

38 

N  EQUITY 

latest 
12mos 

25% 

20 

15 

19 

26 

DEBT/ 
EQUITY 

0% 
0 
0 
0 
105 

SAL 

5-year 
average 

30% 

48 

68 

42 

31 

ES                 EP 

latest     5-year 
12  mos  average 

S 

latest 
12  mos 

38% 
25 
45 
48 
3 

1999E    1999E 
($) 

($) 

75 

89 

On  Assignment  (6) 

provides  professional  &  technical  employees 
for  long-  &  short-term  assignments 

22% 

20 

68 

60 

57 

31% 

84 

68 

34 

21 

119 

9.8 

357 

1.18 

28 

32.75 

76 

31 

Tollgrade  Communications  (2)f 

network  testing  products  for 
the  telecommunications  ind 

Whittman-Hart  (2)t 

information  technology  consulting 
&  systems  integration  svcs 

Cybex  Computer  Products  (2)f 

extension  &  switching  products  for 
computer  keyboards,  mice  &  monitors 

Drew  industries 

50 

7.8 

70 

1.53 

8 

11.88 

77 

36 

225 

14.9 

819 
201 
137 

0.51 
1.79 

31 
14 

16.00 
24.25 
12.00 

1 

78 

72 

60 

9.4 

79 

279 

13.4 

1.46          8 

■ 

aluminum  & 
manufacture 

vinyl  windows  for 
j  homes  &  RVs 

e  Group  (2)f 

ciliary  services 
:ients 

50 
22 
19 

16 
21 
22 

9 
0 
0 

68 
69 
34 

67 
57 
42 

18 
30 
42 

58 
17 

29 

286 
300 
134 

27.3 
10.5 

24.38: 
15.88' 
17.63 

■ 

80 

6 

Renal  Cai 

dialysis  &  an 
for  kidney  pa 

984 
161 

1.09 

22 

11 

81 

106 

Coldwater  Creek  (2)t 

catalog  retailer  of  apparel,  gifts, 
jewelry  &  home  furnishings 

1.46 

82 

Cai  Dive  International1 

19.2 

257 

1.79 

10 

p 

■ 

subsea  construction  &  support 
services  to  oil  &  gas  ind 

37 

16 

108 

55 

86 

59 

5 

40 

2.6 

9 

6.38 

.. 

83 

ASI  Solutions1 

41 

0.73 

■ 

human  resources  services 
for  large  corporations 

15 
25 
19 
28 

21 
19 
27 

0 
0 
0 

36 
56 
15 
24 
26 

34 
50 
32 
20 
53 

35 
51 
30 
30 
90 

144 
14 
32 
17 
60 

84 

■ 

Complete 

extensive  op 
computer  sv 

Business  Solutions' 

'rations  in  India  help  it  provide 
:s  to  corporations  worldwide 

i  Natl  Dealer  Services  (2) 

ile  Protection,  ranked  71, 
=hicle  service  contracts 

er(5) 

ter  age  this  firm  sells 
daily  organizers 

184 
48 

16.0 
2.8 

630 

28 

226 

1.08 

21 

23.13 
6.13 
19.00 
15.75 

r- 

85 

19 

Interstati 

like  Automob 
it  provides  v 

0.75          8 

* 

86 

148 

Day  Runn 

in  the  compi 
paper-based 

168 

15.9 

1.49 

13 

87 

49 

St  John  Knits  (5) 

higher-priced  knitted  women's 
apparel;  retail  stores 

29          0 
14          0 

278 

37.3 

263 

2.50 

6 

88 

■ 

Great  Plains  Software' 

Windows-based  finance,  manufacturing 
&  human  resources  software 

28 

96 

M 

586 

1.04        41 

42.50 

Stock  prices  as  ot  Oct.  2.  ■  Not  on  last  year's  list.  "Inclui 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  His 
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What's  Even  More  Impressive, 

We've  Helped  Almost  As 

Many  Families  Own  Homes. 


ndoubtedly.  there's  something 

<aid  tor  wishing  upon  a  star.  But 

at   Fannie  A\ae.  we've  made  sure  the 

homeownership  dreams  of  50  million 

Americans  have  come  true. 

As  we  mark  our  30th  year  as  a 
private  company,  we  are  the  largest 
ol  funds  for  home  mortgages. 
Were  committed  to  increasing  the 
availability  and  allowability  ol  housing 
for  families  all  across  the  country.  And 
to  help  luture  generations  ol  Americans 
see  their  dreams  come  true  and  own 
their  own  homes. 

For  more  information,  visit  us  at 
www.tanniemae.com.  You'll  see  that  we're 
committed  to  turning  more  dreams  than  ever 
into  realities  that  are  just  as  breathtaking. 


^annieMae 

www.fanniemae.com  r 
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RETURN  ON  EQUITY 
5-year      latest 
average     12  mos 

DEBT/ 
EQUITY 

SALES 

5-year     latest 
average   12  mos 

EF 

5-year 
average 

27% 

37 

77 

36 

31 

43 

66 

71 

27 

23 

40 

54 

25 

78 

S 

latest 
12  mos 

48% 

56 

41 

33 

38 

55 

26 

39 

43 

27 

27 

29 

86 

* 

1999E    1999E 
($) 

($) 

89 

■ 

Colorado  MEDtech 

designs,  develops  &  manufactures 
medical  equip  for  other  companies 

13% 

31% 

19 

14 

21 

25 

13 

19 

0% 

,» 

47 

0 
30 

0 

5 

15% 

35 

68 

40 

19 

43 

56 

47 

48 

34 

26 

67% 
44 
366 
29 
22 
42 
26 
32 
82 
69 
22 

47 

4.5 

77 

0.50        14 

7.13 

90 

142 

Concord  1 

equip  &  svcs 
authorization 

:fs  si 

for  check  &  credit  card 
&  electronic  funds  transfer 

Energy  Resources 

ds  &  operates 
ies 

nsportation  (4)j 

um-haul-truckload 
tern  US 

17 
20 
21 

303 

51.9 

2,454 

0.88        29 

25.13 
17.88 

91 

■ 

Midcoast 

acquires,  bui 
energy  pipeli 

204 

8.5 

102 

1.94          9 

92 

64 

Knight  Tra 

short-to-med 
carrier  in  we: 

113 

11.9 

254 

1.06        16 
NA        NA 

17.00 
6.25 

93 

■ 

Barbers  h 

franchises  & 
City  Looks  & 

airstyling 

owns  nearly  1,000  Cost  Cutters, 
other  hair  salons 

se  Finance1 

commercial  aircraft 
uipment 

19 
30 

26 

1.7 

25 

94 

■ 

Willis  Lea 

leases  spare 
engines  &  eq 

59 
66 

7.2 
5.5 

117 
66 

1.54         10 
0.97          9 

16.13 
8.25 

95 

65 

Viasat  (2)1 

digital  satell 
&  networking 

te  telecommunications 
equip 

lata  International  (2)f 

led  disks;  other  data 
ces  &  software 

22 

96 

35 

Ontrack  [ 

rescues  eras 
recovery  serv 

24 
14 
19 
18 
17 
17 

16 
19 
21 
23 
18 
28 

0 
0 
0 
7 

58 
2 

41 

6.2 

72 

0.75        10 

7.25 
14.13 
13.00 
19.38 

9.69 
23.00 
11.63 

97 

■ 

RCM  Technologies 

staffing  services  for  the  information 
technology  &  health  care  industries 

176 

8.5 

148 

1.34        11 

98 

114 

Koala  (3)f 

Koala  Bear  Kare  seats,  changing  stations 
&  other  child-protection  prods 

Ducommun  (2) 

components  &  assemblies  for 
the  aerospace  industry 

Silverleaf  Resorts1 

develops  &  manages  timeshare  resorts 
in  the  southwestern  US  &  Missouri 

17 

2.7 

33 
218 

1.45          9 
1.78        11 

99 

102 

172 

118 

212 

98 

16.6 

■ 

100 

■ 

41          74 
14          10 
14         21 

15.1 

33.7 

4.4 

126 

649 

71 

1.82          5 

101 

■ 

Boole  &  Babbage 

software  for  managing,  tracking  &  maintaining 
computers  in  an  organization 

1.33        17 
1.15        10 

102 

■ 

Grow  Biz  International 

franchises  stores  that  sell,  buy,  trade 
&  consign  new  &  used  merchandise 

15 

25 

24 

Stock  prices  as  of  Oct  2   ■  Not  on  last  year's  list.  *lnclu< 
Sources  William  O'Neil  &  Co.;  Market  Guide  and  Stock  His 

es  all  share 
fory  Databas 

classes.  'Initial  pub 
e  via  OneSource  Infor 

ic  offering  within  la 
nation  Services;  IBl 

st  five  years.  NA:  N 
S  Express. 

ot  available 

V  not  applicable. 
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■  SeattlelTacoma 


Minneapolis/ ''■' 
St.  Paul] 


•..  Detroit.fi: 

':■  :  Chicago 
•    Memphn 


Beijing  ■ 


Seoul 


San  Francisco 
'■"..■  LasVegas 
""■■■Los  Angeles 


.  Hi  hi  \ti m 
Dallas/ 
Ft  Worth 


'■-.  Boston  '•-., 

■Y..'<  '):irk 

.  Washington,  DC. 
Atlanta 


N 


Shanghai 
Taipei 

':      H'J' 

Singapore 


Over  90 

nonstop  flights 

from  8  U.S.  cities. 
We've  got 

Asia  covered. 


With  over  90  nonstop  flights 
weekly  from  8  strategically 
placet!  gateways,  plus 
convenient  service  to 

.   -        important  Asian  business 
centers,  you're  certain 
to  find  a  schedule  to 
fit  your  needs. 

Detroit 

Honolulu    Las  I 
Los  Angela 
Minneapolis/St.Paul 
Neu  York 
San  Francisco 
SeattlelTacoma 

What's  more,  thanks  to  our 
carefully  orchestrated  network 
ol  connections,  you  can  save 
up  to  7  hours  when  you  fly 
from  the  Eastern  U.S. 

So  next  time  business  calls 
lor  trawl  lo  Asia,  consider  the 
unparalleled  convenience  of 
Northwest, 

Call  Northwest  Airlines  at 
1-800-447-4747,  book  online 
at  wwwnwa.com,  or  call  your 
travel  agent. 


©1998  Northwest  Airlines.  Inc  Northwest  recycles  enough  paper  products  in  one  year  to  save  16,000  trees   Q 


NORTHWEST 

AIRLINES 


1-K00-447-4747   /  www.nwa.cor 


BEST      SMALL      COMPANIES 


^      COMPANY  (consecutive  years  on  list) 
^       business 

s 

"98 

'97 

103  Nobility  Homes 

Fla-based  builder  &  retailer 
of  manufactured  homes 


PROFITABILITY 


GROWTH 


SALES        NET      MARKET     EPS       P/E     RECENT 
INCOME    VALUE*  PRICE 

latest  1999E    1999E 


RETURN  ON  EQUITY      DEBT/  SALES  EPS  latest 

5-year      latest      EQUITY    5-year     latest     5-year     latest        12mos     12mos 
average     12mos  average    12  mos  average  12mos      J$mil)       ($mil)       ($mil)        (?) 


22%         25%       0%       22%      17%     11%      41%        46 


104  Computer  Management  Sciences  (2)7      16         18 

140     computer  consulting  services 
&  custom  software  development 

105  Total  Control  Products^  12         16 

■      hardware  &  software  for  industrial 
automation  equipment 


106  Medialink  Worldwide 

■  video  &  audio  production  &  distribution 
services  for  business 

107  CH  Robinson  Worldwide1 

■  helps  customers  obtain  &  manage  cost- 
efficient  &  timely  freight  shipments 


109  Project  Software  &  Development1      18 

■      software  for  managing  &  maintaining  plants, 
production  equipment  &  other  capital  assets    : 


110  C&D  Technologies  (2) 

144     reserve  power  sys  &  power-conversion  prods 
for  electronics  &  telecommunications 

111  Del  Laboratories 

■  manufactures  cosmetics  & 
over-the-counter  drugs 

112  Techne(5) 

92     clinical  diagnostic 
equipment  &  products 

113  Crossmann  Communities  (3) 

63     builds  low-priced,  single-family 
homes  in  Indiana,  Ohio  &  Kentucky 

114  Ninety-nine  Cents  Only  Stores1 

■  ]  deep  discount,  single-price-point 

stores  in  California 

115  Jones  Pharma 

■  pharmaceuticals  for  critical-care 
&  extended-care  patients 

116  Zebra  Technologies  (2) 

84     bar-coie  label  printers 
&  supplier  software 


20 


23 


38 


13    2 


52 


48 


44 


25    48 


47 


107 


85   132 


28    0    16 


108  Strayer  Education'  36         25 

■      for-profit  undergraduate  &  graduate  degree 
programs  in  Washington,  DC  area 


18 


22 


52 

81 

125 

65 

71 

36 

13 

225 

3.9 


11.1 


5.4 


61   1.16   12  13.69 


197   1.03   13 


13.50 


51   l.i 


6   6.38 


16    22    25    If 


3.0    92   0.85   20  17.38 


38.9    778   1.16    16  18.88 


59  ,  16.4    419   1.34   20  26.94 


20    0    39 


23    11    If 


22    48    28    112    14.4    150   1.77    8  15.00 


6    47    28    318    22.6    276   2.14    10  22.31 


25    273    14.3    144    NA   NA  19.00 


26   80    12    10    33 


24    0    17    10    28    37     67    15.2    315   0.66   24  15.63 


rs-» 


23     20 


21     22 


16     18 


38    32    32    13    348    22.1    205   3.00    6  17.: 


17    29    28    28    261    20.8    732   1.59   24  37.69 


31    36    41    37    127    35.0    833   1.49    19  29.00 


24    0    23    18    22    20    209    43.4    813   2.25    15  33.44 


Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  list.  "Includes  all  share  classes.  'Initial  public  offering  within  last  five  years.  NA-.  Not  available  or  not  applicable. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  History  L  'abase  via  OneSource  Information  Services;  IBES  Express. 
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We  Thought  Corporate 

Facilities  development  needed 
a  similar  Solution. 


T'S  FACE  IT,  THE  OLD  METHOD  OF  FACILITIES  DEVELOPMENT  IS  NOT  VERY  EFHCIENT  -  WITH  SITE  CONSULTANTS, 
AL  ESTATE  BROKERS,  ARCHITECTS,  AND  CONTRACTORS  ALL  DOING  THEIR  OWN  THINGS,  AND  ALL  REQUIRING 
FFERENT  CONTRACTS.  THAT'S  WHY  THE  HASKELL  COMPANY  BROUGHT  ALL  THE  PIECES  TOGETHER.  OUR  TOTAL 

aurtr  Solutions  is  the  single  source  for  everything  you  need  -  from  initial  analysis  and  site  selec- 

DN  TO  DESIGN  AND  CONSTRUCTION  THROUGH  DELIVERY.  WE  CAN  EVEN  PROVIDE  HNANCING  UP  FRONT  AND 
CILITY  MANAGEMENT  AT  THE  END.  ONE  COMPANY.  ONE  TEAM.  ONE  CONTRACT.  ONE  HANDY  PROCESS.  AND 
STONE  PERSON  TO  TALK  WITH.  CALL  LAMAR  NASH  AT  1-888-742-7535  OR  VISIT  US  AT  www.thehaskellco.com. 

The  Haskell  Company 

America's  Design-Build  Leader® 
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BEST      SMALL      COMPANIES 


SMS 

z 
< 

OS 
* 
•97 

117 

COMPANY  (consecutive  years  on  list) 
business 

Fair,  Isaac  &  Co 

PROFITABILITY 

GROWTH 

SALES 

latest 

12  mos 

^  ($mil) 

NET 
INCOME 

MARKET 
VAIIIF* 

EPS 

1999E 
($) 

P/E 

RECEN 

PBIHF 

RETURN  ON  EQUITY      DEBT/ 
5-year      latest      EQUITY 
average    12  mos 

SALES                   Ef 
5-year     latest     5-year 
average    12  mos  average 

S 

latest 
12  mos 

17% 

latest 
12  mos 
($mil)       ($mil) 

1999E 

($) 

21% 

22%        1% 

31% 

24%     28% 

234 

22.2         440 

2.01 

16 

32.19 

■ 

analyzes  consumer  profiles  to 

. 

118 

determine  level  of  credit  risk 

Black  Box 

26 

25           6 

18 

17         25 

20 

2.53 

9 

23.8! 

285 

31.9 

404 

■ 

mails  over  10  million  electronic 

&  telecom  equip  catalogs  a  year 

15          3 

62 

53         49 

43 

119 

Orthodontic  Centers  of  America  (iv 

16 

144 

28.3 

728 

0.95 

16 

15.25 

156 

practice  management  services 

to  orthodontists 

23          3 

24 

19         32 

15 

259 

1.37 

16 

120 

National  Instruments  3 

23 

36.5 

706 

2150 

75 

instrumentation  software  &  equip 
for  scientific  &  technical  markets 

121 

Pediatrix  Medical  Group  (2)T 

16 

15          2 

54 

48 

48 

49 

155 

25.1         648 

2.26 

19 

42.50 

127 

physician  management  sves  to  hospital-based 

122 

neonatal  intensive  care  units 

Centex  Construction  Products 

17 

21          0 

15 

17 

60 

26 

299 

3.15 

11 

33  S8 

58.7 

719 

■ 

manufactures  cement,  aggregates 

&  wallboard 

123 

CryoLife 

13 

19        52 

24 

40 

66 

25 

59 

5.8 

198 

0.79 

20 

15.44 

■ 

ultra-low  temperature  storage  of  heart  valves, 

124 

veins  &  connective  tissue  for  transplant 

First  Years 

27 

36 

131 

8.8 

13 

12  50 

15 

20          0 

22         47 

130 

1.00 

■ 

products  &  toys  for 

125 

infants  &  toddlers 

Adtran 

37 

11          40 

17 

282 

43.7 

790 

1.37 

15 

20.25 

22 

21         24 

■ 

digital  telecomm  equip;  competitors:  Lucent 

Technologies,  Motorola,  Newbridge  Networks 

23 

18          1 

34 

27         33 

26 

126 

0.90 

126 

K&G  Men's  Center  : 

6.8          69 

8 

6.75 

54 

warehouse-style  deep-discount  stores 

127 

selling  quality  men's  apparel 

Electro  Rent 

18 

19          0 

15 

33 

NA 

70 

33 

256 

32.3 

287 

NA     11.75 

■ 

leases  computers  &  test  equipment 

to  aerospace  &  defense  cos 

18 

21 

259 

28.2 

349 

128 

Simpson  Manufacturing  4 

22           0 

20 

15         37 

2.82 

11     30.19 

145 

manufactures  structural  connectors 

&  venting  systems  for  buildings 

13 

17           0 

33 

38         48 

41 

1.54 

18     28.13 

129 

Advent  Software7 

58 

7.9 

230 

■ 

portfolio  &  office  management  software 

130 

for  financial  advisers 

20          0         25 

11      15.00 

Mity-Lite  (3)f 

22 

31 

23 

22 

27 

3.4          49 

1.40 

73 

manufactures  lightweight  folding 

tables  &  stacking  chairs 

Stock  prices  as  of  Oct  2.  ■  Not  on  last  year's  list.  'Indue 
Sources:  William  0  Neil  &  Co.,  Market  Guide  and  Stock  His 

es  all  share 
oryDatabis 

classes.  Initial  public  offering  within  last  five  years.  NA:N 
!  via  OneSource  Information  Services;  IBES  Express. 

ot  available 

x  not  applicable. 
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J  I M  |  U II 1 1  S  AND  DEATH   RY  RIMOVING   7HI  CAUSES  Of   HOME    HIGHWAY  AND  WORK  ACCIDENTS    I  ] 


■^■^\ 


H/ver  since  we  recommended  a 

dip- resistant  floor  surface  where  L,ouisa  Abbott  works, 

she  hasnt  taken  a  spill.  [At  least-,  at  work.] 


JL/ouisa  has  never  taken  a  spill  on  the  job  because  of  the  safety  precautions  her 
employer  learned  from  Liberty  Mutual.  At  our  research  center  we  study  the  connection 
between  shoes,  floor  surfaces  and  slippery  hazards  like  water  and  grease.  By  investigating 
your  safety  concerns  we  can  recommend  a  plan  that  can  help  lower  your  workers 
compensation  costs,  and  ensure  that  Louisa  lives  a  safer,  more  secure  life. 
^*      There's  more  information  we'd  like  to  share.  So  please  call  John  Ryan  »  irrjEfrr*  -r 

MUTUAL 

at  (617)  574-5842  or  visit  our  w'ebdite  at  http://www.libertymutual.com      rflg  freedom     f  T  l>  rtN 


UDDV  SHOM  QNV  AVMHD'H    3l\OH   30  S^IVD  JH1  ^MIAOW]*  AM   H1VJC]  QNV  S3l»fllNI   ON  II  Jd  III  D  1N3  A3»  J  Ol  SH33S  II  3SDVD38  lViyO  SI  11    3SmjyUN3  IVfllflW  lVmCI  V  Nl  Q3DV9N3  3HV  3M  SHSaiOHOIlO.I 


BEST      SMALL      COMPANIES 


2       COMPANY  (consecutive  years  on  list) 
^      business 

OS 

38 

'97 

131  BacouUSA 

■  protective  eyewear,  respirators  & 
other  personal  protective  equip 

132  HolophaneT 

■  lighting  fixtures  for  industrial, 
commercial  &  outdoor  applications 

133  Seamed1 

■  contract  engineering  &  manufacturing 
of  electronic  medical  equip 

134  Hibbett  Sporting  Goods' 

■  operates  sporting  goods  stores 
in  southeastern  US 

135  Resource  Bancshares  Mtg 

■  originates,  pools  &  repackages  mortgage 
loans;  finances  equipment  leases 

136  Aeroflex 

■  electronic  modules  for  aerospace, 
communications  &  medical  applications 

137  FYI+ 

■  document  imaging,  storage  &  management 
services  for  health  care  &  financial  svc  mds 


PROFITABILITY  GROWTH  SALES       NET      MARKET 

INCOME 

RETURN  ON  EQUITY      DEBT/  SALES  EPS  latest        latest 

5-year      latest      EQUITY    5-year     latest     5-year     latest        12  mos     12  mos 
average     12  mos  average    12  mos  average   12  mos     i_  ($mil)       ($mil) 


20% 


27 


19%       0%       35%      60%     21%      16% 


10 


18 


24    70 


29 


32 


16 


42 


34 


27 


55 


26 


50 


32 


181 


209 


22 

35 

36 

39 

15 

46 

11 

50 

15 

20 

127 


208 


119 


189 


23.1 


19.0 


4.1 


6.7 


38.0 


8.4 


12.7 


MARKET 
/ALUE* 

($mll) 

EPS 

1999E 
($) 

P/E 

1999E 

RECEN 
PRICE 

($) 

305 

1.64 

11 

17.31 

244 

2.04 

11 

i  Is 

22.50 

73 

0.90 

15 

13.38 

163 


391 


164 


295 


1.57    16  25.38:' I11 


7  16.44 


0.62    15   9.44 


1.50    16  24.63 


Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  list.  "Includes  all  share  classes.  'Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  History  Database  via  OneSource  Information  Services;  IBES  Express. 


As  your  company  formulates  business  strategies 
for  the  21st  century,  no  location  offers  a  brighter 
future  than  Florida.  Larger  than  all  but  five  national 
economies  in  the  hemisphere,  Florida  is  perfectly 


situated   within   the   800-million   consumer   ma 
of  the  Americas.  It  has  the  cultural  affinity,  inte 
tional    expertise,    world-class    transportation 
telecommunications  infrastructure  to  compete  glor. 
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BEST      SMALL      COMPANIES 


^      COMPANY  (consecutive  years  on  list) 

„j       business 

■ 

■97 

138  Kronos 

'    ■     hardware  &  software  for  tracking 
employee  attendance  &  work  hours 

139  Strattec  Security  (2) 

153     manufactures  &  markets  automotive 
locks  &  related  products 

■  140  PAM  Transportation  Services 

■  truckload  carrier  of  consumer 
goods  &  manufactured  prods 

.  141  Align-Rite  International 

■  manufactures  &  markets  photomasks 
for  making  semiconductors 

1 142  ITT  Educational  Services 

I    ■     incorporated  in  1946.  the  firm  operates 
62  degree  &  nondegree  technical  schools 

[143  QRS  (2) 

i  108    software  &  services  to  help 

retailers  manage  merchandise 

•  144  Serologicals  (3)' 

■  126    collects  &  processes  human 

blood  for  antibody  products 


PROFITABILITY 


RETURN  ON  EQUITY      DEBT/ 


GROWTH 


SALES 


EPS 


5-year      latest 
average    12  mos 


EQUITY     5_year     |atest     5-year     latest 
average    12  mos  average   12  mos 


SALES       NET      MARKET 
INCOME    VALUE* 

latest  latest 
12  mos  12  mos 
($mil)       ($mil) 


EPS   P/E 

1999E  1999E 


RECENT 
PRICE 


16%    19%   0%   25%   20%  32%   31%   195 


13.8 


($mil) 
304 


19    17 


37 


20 


25 


22   85 


9    15 


35 


47 


187 


135 


13.5    149 


7.3 


24 


24 

27 

39 

16 

12 

12 

20 

23 

34 

24 

37 

27 

43    39    58    32 


47 


276  I  21.0    830 


79 


111 


9.9    232 


14.4 


587 


($) 

($) 

2.11 

17 

36.75 

2.67 

10 

26.06 

1.11 

6 

7.00 

1.62 

6 

10.38 

1.05 

29 

30.75 

1.65 

17 

27.25 

0.77 

32 

24.38 

Stock  prices  as  of  Oct.  2   ■  Not  on  last  year's  list.  "Includes  all  share  classes.  'Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable. 
Sources  William  O'Neil  &  Co.;  Market  Guide  and  Stock  History  Database  via  OneSource  Information  Services;  IBES  Express. 
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L  1 

L 

c 

O 

M 

PAN 

I 

E  S 

as 
z 

COMPANY  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SALES 

latest 
12mos 

($mil) 

NET 

INCOME 
latest 
12mos 
<$mil) 

MARKET 
VALUE* 

($mil) 

EPS 

1999E 
($) 

P/E 

1999E 

RECE 
PRICl 

($) 

< 

'97 

RETURN  C 
5-year 
average 

N  EQUITY 

latest 
12mos 

DEBT/ 
EQUITY 

SA 

5-year 
average 

.ES 

latest 
12mos 

El 

5-year 

average 

>S 

latest 
12mos 

145 

200 

Wackenhut  Corrections  (4)7 

develops  &  manages  correctional  facilities 
in  the  US.  UK  &  Australia 

13% 

13 

23 

14% 

0% 

34% 

28 

15 

57% 

15 

28 

63% 

30 

17 

40% 
31 

1 

35 

264 

14.3 

459 

1.06 

19 
15 
9 

20.63 
1213 
9.23 

146 

50 

Ace  Cash  Express  (2) 

check  cashing  &  financial 
service  stores 

21 
19 

65 
42 

100 
48 

6.4 
3.5 

120 

37 

0.81 
1.08 

147 

CFC  Intr 

■ 

printed,  pigmented  &  magnetic  coatings  for 
decorative,  pharmaceutical  &  security  prods 

Dialogic7 

high-performance  telephony  hardware  &  soft- 
ware for  voice,  fax,  data  &  speech  synthesis 

2 

29 

19 

20 
12 
24 
31 
26 
46 
26 
23 

148 

■ 

18 

19 

39 
31 
16 
23 

281 
214 

27.1 

9.4 

431 
102 

2.07 
1.21 

13 

26.6Z 

149 

85 

Supreme  Industries  (2) 

manufactures  specialized  truck 
bodies  &  shuttle  buses 

21 
25 
16 
17 

21 
20 
18 
21 

39 
37 

3 

18 
0 

14 
18 
24 
15 
47 
87 
16 

21 
15 
35 
12 
32 
15 
17 

8 
16 
11 

9.2a 
17.31 

23.75 

150 

14 

Consolidated  Products  (2)+ 

operates  &  franchises 
Steak  'n  Shake  restaurants 

297 
253 

18.7 
22.2 

363 

1.10 

151 

109 

AFC  Cable  Systems  (2)t 

designs  &  manufactures  wires  &  cables 
for  connecting  computers  &  terminals 

Astronics 

two  distinct  businesses:  aerospace 
&  electronics,  specialty  packaging 

303 

2.22 

152 

■ 

22 
24 
18 
19 

43 

3.9 

50 

NA 

NA 

9.0S 

153 

■ 

Gadzooks 

300  casual  apparel  stores 
catering  to  teenagers 

16 
28 

15 

194 
253 
147 

8.8 
16.3 
9.7 

72 
600 
147 

1.22 

1.24 
2.93 

7 

21 
12 

8.16 
25.81 
35.88 

154 

■ 

Pharmaceutical  Product  Development7 

provides  research  &  consulting 
svcs  to  pharmaceutical  cos 

13 
21 

0 
0 

155 

161 

CorVel  (5) 

medical  cost  containment 

18 

&  managed  care  svcs 

19 
15 

22 

0 

15 
38 
38 

5 

45 
29 

32 
28 
25 

9 

25 
39 

14 

3.5 

42 

2.88 

6 

16.44 

156 

155 

Alcide  (2) 

disinfectants  &  sterilants  for  the 
dairy  &  food  processing  industries 

157 

162 

Tetra  Tech  (5) 

former  Honeywell  sub  provides  environmental 
engineering  &  mgmt  svcs 

16          0 

333 

19.2 

596 

0.90 

23 

20.84 

158 

■ 

Covenant  Transport' 

long-haul  truckload  carrier  specializing 
in  transcontinental  shipments 

16 

16 

85 

334 

15.6 

160 

1.47 

7 

10.75 

Stock  prices  as  ol  Oct.  2.  ■  Not  on  last  years  list.  "Includ 
Sources:  William  O'Neil  S  Co.;  Market  Guide  and  Stock  Hist 
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UNDERNEATH   ITS  COLD,  WICKED  EXTERIOR 
LIES  THE  HEART  OF  A  PRUDENT  ENGINEER. 


■ 


:h  closer  to  the  spider's  web,  and  you'll  witness 
ingenious  technical  triumph.  Pound  for 

Iund,  not  even  steel  can  match  the  strength  of 
silk.  At  Phillips,  we  appreciate  bold  engineering, 
ich   PXnlain*;  whv  wp  dttrart  tho  Urinhtoct 


ung  talent,  including  Lori  Hasselbring,  Ph.D.,  PE., 


and  Mark  Lashier,  Ph.D.,  PE.  Both  were  recently 
named  "Young  Engineer  of  the  Year"  by  the 
National  Society  of  Professional  Engineers. 
And  both  make  brilliant  examples  of  what  it 


rvi  £>in  c 


llltUilJ 


PHILLIPS  PETROLEUM  COMPANY  (^ 


a  copy  of  on,  annual  report,  call  918-661-3700,  or  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  74004, 

or  visit  us  at  www.phillips66.com. 
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BEST      SMALL      COMPANIES 


2      COMPANY  (consecutive  years  on  list) 
«j       business 

K 

■96 

'97 

159  Premisys  Communications1 

■  equip  for  integrating  various 
types  of  telecom  svcs 

160  Market  Facts 

■  founded  in  1946,  it  provides  custom 
marketing  research  services 

161  Barnetti 

60     direct  marketer  &  distributor  of  plumbing, 
electrical  &  hardware  products 

162  Coastcast 

■  manufactures  titanium  &  steel  golf-club 
heads  &  orthopedic  implants 

163  Transaction  Network  Services1 

■  provides  credit  card  authorization 
&  transaction  services 

164  Autocam  18 

■  fuel  delivery  sys  &  other  alloy  components 
for  autos,  computers  &  med  equip 

165  First  Commonwealth1  21 

■  provides  managed  dental  benefit 
plans  in  the  upper  Midwest 

166  Impco  Technologies  17 

■  alternative-fuel  delivery  systems  for  autos 
&  other  internal  combustion  motors 

167  LSI  Industries  16 

■  indoor  &  outdoor  commercial 
lighting  fixtures  &  signs 

168  Philadelphia  Consolidated  Holding  (2)      14 

192     property  &  casualty 
insurance 


PROFITABILITY 


GROWTH 


SALES       NET      MARKET     EPS       P/E     RECEI 
INCOME    VALUE*  PRIC 

RETURN  ON  EQUITY      DEBT/  SALES  EPS  latest        latest  1999E     1999E 

5-year      latest      EQUITY    5-year     latest     5-year    latest        12mos     12mos 
average     12  mos  average    12  mos  average  12  mos    J    ($mil)       ($mil)       ($mil)        ($)  ($) 


14%        14%       0%       83%     31%      72%      22%       102         16.6        166        O.i 


8       6.56 


169  CMAC  Investment  (2) 

184    underwrites  mortgage 
insurance 

170  Sonic  (5) 

159     has  1,700  franchised  &  company-owned 
drive-in  restaurants 

171  Roanoke  Electric  Steel 

■  converts  steel  scrap  into  steel 
bars  &  other  products 

172  Sun  Hydraulics7 

■  valves  for  fluid  power  systems  for  industrial 
machines  &  heavy  equipment 


14    19    22    27    65    21    117     7.3    215   1.17   21  24.25 


22     19    0    19    25    27    14    200    14.3    130   1.00 


16     19    0    24    17    17    38    170    14.9    77   1.61    5   8.50 


12     12    0    53 


29    49    39     73    8.5    332   1.45    18  26.13 


17   69    15    46    13    39     90    7.7    81   1.39    10  13.25 


16    0    36    18    25    24     61     3.6    40   1.21    9  ll.i 


17    16    19    19    23    49     75    5.7    90   1.28    10  12.50 


16    1    19    31    29    33    189    12.6    167   1.49    12  17.25 


17    0    24    27    28    19    121    18.9    259   1.51    14  21.00 


15     18    0    28    23    22    20    306    82.4    933   4.30    10  41.13 


17     18   39    22    21    23    19    210    21.1    325   1.32    13  17.06 


18   27    11    15    35    25    295    19.3    142   1.75    7  12.81 


I' 


16        22         17         25         21         41  71  5.4  64        1. 


10     10.00 


Ct>Ml 

is 


Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.    Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  History  Database  via  OneSource  Information  Services.  IBES  Express. 
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TECHNO 


LG    makes    it    work    better 


J 


&9S 


*LG 


J 


• 


LG 


Electronics 


WE  PUT  PEOPLE  FIRST 


K&c 


See  Us  At 
COMDEX 
30th  #L1614 


lechnology  today  doesn't  stand  still.  Neither 
do  we.  At  LG  Electronics,  we're  always  working  to 

deliver  better  products  and  higher  performance.  Products  like  our  revolutionary  new 
Flatron™  monitor.  With  its  geometrically  flat  screen,  it  eliminates  distortion  and  reduces  glare  up 
to  25%  over  conventional  flat  square  screens.  Or  our  high-speed,  high-capacity  CD-ROM  and 
DVD-ROM  drives.  Or  our  more  powerful,  more  portable  Phenom  Handheld  PCs.  At  LG  Electronics, 
we  have  people  ail  around  the  world  making  technology  more  efficient  and  more  affordable  than 
ever  before.  See  how  LG  is  making  it  work  for  you.  Call  1-800-243-0000  or  visit  www.lgeus.com. 

©  1998  LG  Electronics  U.S.A.,  Inc.  All  trademarks  and/or  registered  trademarks  are  property  of  their  respective  owners 
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BEST      SMALL      COMPANIES 


z 

COMPANY  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SALES 

NET 

INCOME 

MARKET 
VALUE* 

EPS 

P/E 

RECEI 
PRIC 

< 

K 

•96 

'97 

RETURN  C 

5-year 
average 

N  EOUTTY 

latest 
12mos 

DEBT/ 
EQUITY 

SALES 

5-year     latest 
average   12  mos 

E 

5-year 
average 

14% 

>S 

latest 

12  mos 

latest 
12  mos 

($mil) 

latest 
12  mos 

($mil) 

($mil) 

1999E 
($) 

1999E 

($) 

173 

Ballard  Medical  Products  (3) 

18% 

19% 

0% 

20% 

16% 

14% 

143 

33.8 

586 

1.35 

14 

19.25 

124 

disposable  products  for  providing  critical-care 

, 

patients  with  nutrients  or  ventilation 

15 

16 

0 

20 

52 

20 

20 

174 

Investors  Title 

40 

5.0 

59 

1.98 

11 

21.0C 

■ 

writes  property  title  insurance  in 

175 

the  Carolinas  &  14  other  states 

Cort  Business  Services  (2)f 

18 

16 

42 

25 

11 

31 

21 

11 

299 

24.5 

340 

2.30 

26.06 

107 

rents  office  &  residential 

furniture  &  accessories 

14 

17 

0 

17 

12 

52 

15 

60 

5.1 

116 

1.09 

18 

176 

Lifeline  Systems 

19.88 

■ 

emergency  assistance  paging  systems 

177 

for  elderly  &  homebound 

Aaron  Rents  (2) 

15 

15 

16 

20 

24 

1.20 

19 

51 

343 

20.3 

306 

12 

14.50 

181 

rents  &  sells  residential 

178 

&  office  furniture 

15 

13 

0 

17 

27 

62 

41 

164 

16.4 

1.36 

13 

Dril  Quip 

308 

17.88 

■ 

oil  &  gas  drilling  equip  for  deepwater 

&  harsh  environments 

17 

12 

0 

23 

45 

20 

31 

33.2 

1,219 

1.09 

26 

179 

International  Speedway1 

166 

28.69 

■ 

owns  &  operates  Daytona 

&  other  auto  racetracks 

0 

26 

31 

18 

16 

286 

2.18 

180 

Southwest  Securities  Group 

15 

16 

20.6 

187 

8 

17.50 

■ 

regional  securities  brokerage 

181 

in  southwestern  US 

Quiksilver 

14 

16 

11 

24 

30 

25 

20 

14.8 

278 

274 

1.36 

14 

18.94 

■ 

markets  &  retails  beachwear, 

182 

snowboardwear  &  sportswear 

Churchill  Downs  (2) 

16 

19 

5 

20 

11 

10 

7 

128 

10.2 

216 

NA 

NA 

28.75 

175 

owns  &  operates  Thoroughbred  horse-racing 
track  in  Kentucky 

183 

PVC  Container 

14 

17 

98 

13 

19 

27 

25 

70 

2.8 

50 

NA 

NA 

7.13 

■ 

manufactures  plastic  bottles  for  cosmetics, 

toiletries  &  other  consumer  products 

184 

Supertex 

17 

16 

0 

21 

9 

39 

9 

53 

9.1 

121 

1.00 

10 

10.00 

■ 

semiconductors  &  high-voltage  integrated 

185 

circuits  for  telecomm  &  flat-panel  displays 

11 

8 

38 

14 

Badger  Meter 

13 

17 

2 

135 

7.2 

102 

2.25 

12 

28.00 

■ 

manufactures  meters  to  measure 

186 

flow  of  liquids  &  gases 

,5 

22 

11 

77 

109 

1.02 

12 

11.88 

C-Cor  Electronics 

14 

.. 

15 

152 

7.3 

■ 

amplifiers,  fiber-optic  nodes  &  other 
equip  for  cable  cos  &  broadcasters 

Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  list 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  h 

es  all  share 
ory  Databast 

classes.  'Initial  publ 
■  via  OneSource  Inforr 

c  offering 
lation  Sei 

within  la 
vices;  IBE 

>t  five  ye 
S  Expres. 

are.  NA:N< 

t  available  c 

r  not  applicable. 

276 

Fo 

•bes  ■  ] 

Govern 

ber  2, 

199 

\ 


_     -      "". 

^j^^HBBP           I,    — 

■  ■ 

li^'IH 

:    r!:jj|:i:| 

■ji 

M\^j>  yl  £ 1  ^K  2   H  ^E3 

ii  ii 

1 

• 

1 

fkjt^KjtjQj  (*j 

.  1 

■^" 

^         ' 

i  if 

£*^ 


This  meeting  can  have  a  great  impact 
on  the  future  of  your  small  business. 


^h 


• 


m 


So  can  this  one. 


Not  even  an  act  of  Congress  will  protect  your  small  business  against  the  disability,  death  or  retirement 
of  a  partner  or  key  person.  However,  a  meeting  with  an  agent  representing  Northwestern  Mutual  Life 
can  do  just  that  So  take  our  call.  We  can  tailor  protection  and  benefit  plans  that  are  just  right  for  your 
small  business  whether  it  has  2  or  102  employees. 


Have  you  heard  from  The 


Quiet, 


c  1998  The  Northwestern  Mutual  Life  Insurance  Co,  Milwaukee,  Wl    www.N6rthwestemMutual.com/business 
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COMPANY  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SALES 

NET 
INCOME 

MARKET      EPS 
VALUE* 

P/E 

AECEJi 

PRirH 

2 

'97 

RETURN  C 

5-year 
average 

N  EQUITY 

latest 
12mos 

DEBT/ 
EQUITY 

SALES 

5-year     latest 
average :  12  mos 

EPS 

5-year  '  latest 
average:  12  mos 

17%       17% 

latest 
12  mos 
($mil) 

latest 
12  mos 

($mil) 

($mil) 

1999E 

($) 

1999E 

($)l 

187 

CACI  International 

16% 

17% 

0% 

16% 

19% 

326 

11.7 

167 

1.20 

13 

15.3 1 

■ 

provides  technical  software  &  services 

. 

primarily  to 

lefense  industry 

15 

17 

6 

15 

9 

29 

8 

188 

Quipp 

27 

3.2 

27 

NA 

NA 

16.5'l 

■ 

material-handling  equipment  for  newspaper 

packaging  &  distribution  centers 

18 

17 

10 

15 

11 

12 

11 

189 

Chromcraft  Revington 

230 

15.7 

170 

1.60 

10 

15.3 1 

■ 

medium-priced  home  & 

office  wood  furniture 

15 

15 

56 

36 

26 

11 

10 

122 

4.0 

98 

190 

Champion  Industries 

0.67 

15 

io.i:i 

■ 

commercial  printing;  office 
products  &  furniture 

191 

Supreme  International  (2) 

13 

14 

66 

39 

16 

15 

18 

209 

7.9 

72 

1.49 

7 

io.7;l 

177 

designs  &  markets  moderately  priced 

men's  &  boys 

'  casual  apparel 

14 

16 

50 

21 

12 

28 

4 

130 

6.8 

92 

0.94 

11 

192 

Lancer 

10.1,1 

■ 

manufactures  beverage-dispensing  systems; 

Coca-Cola  accounts  for  24%  of  direct  sales 

13 

15 

0 

18 

15 

27 

20 

105 

10.9 

151 

1.48 

193 

Chemfab 

13 

19.3)1 

■ 

flexible  high-performance  fluoropolymer 

materials  &  films  for  aerospace  ind 

19 

16 

0 

20 

10 

13 

10 

182 

14.2 

194 

Urban  Outfitters 

240 

1.14 

12 

13.5(1 

■ 

Urban  Retail  &  Anthropologie  apparel 

&  household 

merchandise  stores 

;ms 

12 

17 

6 

13 

13 

19 

18 

13.01 

195 

MTS  Systi 

330 

20.5 

241 

1.23 

11 

■ 

simulation  &  testing  equip  for  research, 

product  development  &  factory  automation 

FPIC  Insurance  Group 

14 

16 

0 

17 

22 

16 

15 

105 

18.7 

196 

246 

2.52 

10 

26  0C 

■ 

medical  malpractice 

| 

i 

insurance 

16 

o 

15 

12 

16 

13 

12 

18.2! 

197 

National  Dentex 

15 

62 

4.6 

64 

1.54 

■ 

owns  &  operates  dental 

laboratories 
IHOP 

15 

15 

101 

12 

17 

14 

15 

239 

2.89 

13 

37.19 

198 

23.5 

366 

■ 

operates  &  franchises  800  International 

House  of  Pancakes  restaurants 

14 

14 

0 

18 

9 

10 

16 

172 

26.69 

199 

Medical  Assurance 

40.3 

573 

2.19 

12 

■ 

malpractice  insurance  for  health 

care  service 

Penn  Eng 

providers 

14 

13 

0 

14 

11 

13 

21 

178 

2.05 

200 

neering  &  Manufacturing 

16.1 

169 

10 

1956 

■ 

manufactures  fasteners 

&  electric  motors 

Stock  prices  as  of  Oct.  2.  ■  Not  on  last  year's  list.  *lnclud 
Sources:  William  O'Neil  &  Co.;  Market  Guide  and  Stock  Hist 
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HE  LATEST  TECHNOLOGY 
IS  HEWLETT-PACKARD'S 
BUSINESS.  THAT'S  WHY 
OUR  PLANT  IS  IN 


Hewlett-Packard  started  operations  in  Puerto  Rico  in  March  1980,  manufacturing  computer 
terminals.  A  t  present,  it  manufactures  over  180  different  products,  among  them  inkjet  printer  cartridges 

for  the  world's  best-selling  printers. 

With  our  open  door,  pro-business  government  and  our  comprehensive  tax  exemptions, 
Puerto  Rico,  USA  offers  the  perfect  climate  for  your  business. 

►  A  new  tax  incentive  law  with  an  effective  tax  rate  as  low  as  2%  and  a 
maximum  of  7%.  For  manufacturing  and  export  oriented  services. 

►  200%  deduction  of  R&D  costs. 

►  200%  deduction  of  training  costs. 

►  Full  expensing  of  investment  in  plants,  parts  &  equipment. 

►  Ample  supply  of  skilled  production  workers. 

►  Highly  educated,  bilingual  managers  and  executives. 

And  of  course,  in  Puerto  Rico,  USA,   you  will  find  a  beautiful  climate  all  year  round  and  an 
enviable  quality  of  life.  No  wonder  half  of  all  Fortune  100  companies  are  established  here! 

Want  to  know  more?  Just  call  for  additional  information  or  contact  us 
and  let  us  prove  to  you  that  Puerto  Rico  means  business! 

www.pridco.com 


1-888-5-PRIDCO 


PUERTO  RICOBSUSA 


PERFECT 


BUSINESS 


L       I       M       A      T       E 


-- 
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BEST      SMALL      COMPANIES 


3 


If  you  own  a  stock 
check  out  whether  the 
folks  who  run  the 
company  are  big 
owners.  And  be  careful 
if  they  start  selling. 

Feeling 
your  pain 


By  Thomas  G.  Condon 
and  Brian  Zajac 

The  compensation  of  chief  execu- 
tives is  like  divorce  settlements:  The 
mention  of  money  invariably  raises 
questions  of  fairness. 

The  median  total  compensation  for 
the  people  at  the  helm  of  the  200 
Best  rose  21%  in  1998  to  $500,000, 
up  from  $415,000  last  year.  Our  cal- 
culations include  salary,  plus  bonuses 
and  perks  (including  long-term 
incentive  plan  payouts,  life  insurance 
premiums  and  the  value  of  restricted 
stock),  as  well  as  gains  from  exercis- 

Who  makes  the  most 


M 


ing  options.  Those  are  nice  numbers 
but  hardly  overwhelming. 

But  the  numbers  don't  tell  the 
whole  story.  Look  at  Robert  Deutsch 
of  rwd  Technologies  (total  compensa- 
tion: $77.8  million)  and  John  Fruth  of 
Ocular  Sciences  ($21.3  million), 
enriched  mostly  by  stock  options. 
Vinod  Gupta,  founder  of  infoUSA, 


paid  himself  a  scant  $48,000.  But  don 
cry  for  him:  Gupta  owns  35%  of  h 
company's  stock,  worth  a  cool  $10 
million.  Ditto  for  Amos  Aharoni,  wh 
pocketed  a  mere  $97,000  total  con : 
pensation.  His  27.5%  stake  in  Actrac 
International  is  worth  $33  million. 

But,  of  course,  these  are  entrepn 
neurs  who  built  considerable  weak 


salary 

other 

stock 

total 

%             mkt  val* 

Latest  li-mu 
sales          profits 

equity 

Chief  executive/company 

+  bonus 

gains 

($thou) 

($mil) 

5-yr  avg 

Robert  W  Deutsch/RWD  Technologies 

$550 

$11,615 

$65,630 

$77,795 

62.4% 

$177,289 

$100 

$11.2 

23 

John  D  Fruth/Ocular  Sciences 

550 

4 

20,744 

21,298 

22.3 

94,845 

136 

27.1 

39 

Robert  S  Cecil/Plantronics 

979 

248 

6,556 

7,783 

-t 

761 

252 

43.4 

100+ 

Rl 

Dan  K  Wassong/Del  Laboratories 

1,578 

354 

3,924 

5,856 

23.1 

33,149 

273 

14.3 

20 

hii 

Dan  M  Palmer/Concord  EFS 

689 

— 

4,743 

5,432 

— 

— 

303 

51.9 

17 

* 

Daniel  Greenberg/Electro  Rent 

730 

25 

3,283 

4,038 

13.5 

38,752 

256 

32.3 

18 

III 

Robert  S  Pepper/Level  One  Communications 

909 

3 

2,950 

3,862 

0.5 

3,501 

211 

27.8 

15 

Gary  D  Lemke/ASV 

110 

— 

3,704 

3,814 

3.4 

4,590 

34 

3.3 

15 

lb 

Dennis  H  Nelson/Buckle 

1,932 

10 

1,579 

3,521 

0.4 

1,613 

302 

28.7 

18 

L 

Richard  B  Jaffe/Safeskin 

900 

17 

2,321 

3,238 

4.5 

71,446 

209 

51.9 

30 

1* 

Daniel  H  Leever/MacDermid 

958 

721 

1,155 

2,834 

7.2 

56,010 

320 

31.3 

22 

u 

0  G  Dagnan/Centex  Construction  Products 

735 

28 

1,993 

2,756 

-t 

711 

299 

58.7 

17 

I H 

Andrew  Rudd/Barra 

593 

— 

2,110 

2,703 

20.3 

52,373 

146 

19.2 

23 

Ilk 

Joseph  A  Sasenick/Alcide 

378 

— 

2,154 

2,532 

1.4 

587 

14 

3.5 

19 

W 

V  Gordon  Clemons/CorVel 

250 

1 

2,265 

2,516 

9.7 

14,160 

147 

9.7 

18 

||b: 

•Includes  all  share  classes.  tLess  than  0.1%. 

j 
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BEST      SMALL      COMPANIES 


Taking  profits 


The  wealthiest 


% 

Chief  executive/company 

Jerome  M  Lapin/Amencan  Coin  Merchandising     37% 

Stephen  E  Cooper/Etec  Systems  35 


John  D  Frutn/Ocular  Sciences 

32 

Alfred  Weber/C&D  Technologies 

29 

Gary  D  Lemke/ASV 

28 

Richard  W  Mora/Coastcast 

19 

Jerry  A  Greenbergt /Sapient 

15 

Mark  Leslie  Veritas  Software 

13 

Robert  E  Mead/Silverleaf  Resorts 

11 

Mark  D  Dankberg/Viasat 

6 

-Stock- 
sale 
price 

$19.53 

51.63 

27.50 

25.54 

16.75 


recent 
price 

$12.75 

22.44 

18.97 

22.31 

17.75 


17.13 
47.00 
39.92 
24.38 
16.88 


8.50 

27.63 

48.25 

9.69 

8.25 


•Directly  owned  +Office  is  lointly  held  with  J.  Stuart  Moore 


for  their  shareholders  as  well  as  them- 
selves. Which,  of  course,  means  that  in 
a  lousy  market  for  small  stocks  these 
same  people  felt  their  shareholders' 
pain.  On  Apr.  21,  1998,  the  Russell 
2000  index  reached  a  high  of  49 1.41 
points.  Since  then,  the  index  has  fallen 
by  29%. 

But  some  of  these  entrepreneurs  alie- 
nated their  pain  by  selling  in  time.  John 
Fruth  sold  32%  of  his  stake  in  Ocular 
Sciences — S64  million — during  a  sec- 


Source:  Disclosure  Inc. 


ondary  offering  on  March  24,  1998. 
Since  then,  company  shares  have  traded 
31%  lower.  Robert  Mead  took  the  same 
route,  selling  11%  of  his  holdings — $21 
million — in  Silverleaf  Resorts  during  a 
secondary  offering  in  early  April.  The 
stock  price  is  now  60%  below  the  offer- 
ing date.  Both  men  point  out  that  as 
founders  of  companies  that  went  public 
last  year,  they  were  taking  their  first 
opportunity  to  reward  themselves  for 
years  of  sweat  equity. 


—Stock  owned— 
mktval*        % 

compensationt 

Chief  executive/company 

($thou) 

($thou) 

Monroe  J  Carell  Jr/Central  Parking 

$844,661 

62.5% 

$696 

William  C  France/International  Speedway 

439,764 

36.1 

1,250 

Sanjiv  S  Sidhu/i2  Technologies 

435,925 

46.9 

227 

David  Gold/Minety-nine  Cents  Only  Stores 

305,759 

41.7 

500 

Suml  Wadhwani/Mastech 

299,460 

30.4 

479 

Stanley  E  Fulton/Anchor  Gaming 

267,427 

41.3 

345 

Mark  C  Smith/Adtran 

253,101 

32.0 

249 

Bharat  Desai/Syntel 

243,760    : 

34.5 

596 

Robert  F  Bernard/Whittman-Hart 

238,272 

29.1 

370 

Rajendra  B  Vattikuti/Complete  Bus.  Solutions 

237,265 

37.7 

721 

John  H  Fain/Metro  Information  Services 

217,820 

56.4 

511 

Ron  K  Bailey/Strayer  Education 

212,339 

50.7 

130 

George  F  Colony/Forrester  Research 

196,405 

70.1 

284 

James  J  Truchard/National  Instruments 

192,126 

27.2 

240 

Jerry  A  Greenberg'/Sapient 

181.795 

26.0 

158 

•Includes  all  share  classes,  tlncludes  salary  plus 

bonus,  other  compensation  and  stock  gains. 

'Office  is  jointly  held  with  J.  Stuart  Moore. 

Shares  of  American  Coin  Merchan- 
dising have  dipped  35%  since  Jerome 
Lapin  sold  60,000  shares — $1.2  mil- 
lion— on  March  26.  Lapin  has  a  plau- 
sible excuse  for  bailing  out:  He  had  to 
pay  a  tax  bill  due  from  a  previous  exer- 
cise of  323,297  options.  "The  shares 
are  currently  undervalued,"  says  Lapin. 
"And  I  wouldn't  have  sold  but  for  the 
money  owed  to  Uncle  Sam." 

In  general,  however,  it's  not  a  good 
sign  when  the  big  guys  cash  out.     H 


Who  makes  the  least 

— Compen 

Stock  owned — 

Latest  12-mo 

Return  on 
equity 

salary 

other 

stock 

total 

% 

mkt  val* 

sales 

profits 

Chief  executive/company 

+  bonus 

gains 

($thou) 

i 

•mil) 

5-yr  avg 

Vinod  Gupta/infoUSA 

$48 

— 

— 

$48 

34.9% 

$104,505 

$222 

$29.9 

26 

Amos  Aharoni/Actrade  Intl 

87 

$10 

— 

97 

27.5 

!     33,423 

99 

4.4 

15 

Gasper  Lazzara  Jr/Orthodontic  Centers  of  America 

90 

12 

— 

102 

8.1 

59,278 

144 

28.3 

16 

Dan  C  Tutcher/Midcoast  Energy  Resources 

100 

12 

— 

112 

11.8 

12,025 

204 

8.5 

20 

Stephen  H  Greenspan/K&G  Men's  Center 

120 

4 

— 

124 

16.4 

11,356 

126 

6.8 

23 

Ron  K  Bailey/Strayer  Education 

127 

3 

— 

130 

50.7 

i   212,339 

59 

16.4 

36 

'  S  David  Ellenbogen/Vivid  Technologies 

148 

— 

— 

148 

4.4 

2,640 

40 

7.5 

100  + 

Christopher  C  Multhauf/First  Commonwealth 

135 

13 

— 

148 

8.4 

3,364 

61 

:     3.6 

21 

Gregory  L  Wilson/Mity-Lite 

144 

5 

— 

149 

27.0 

13,188 

27 

3.4 

22 

Marshall  T  Reynolds/Champion  Industries 

150 

— 

— 

150 

49.4 

48,356 

122 

4.0 

15 

Jerry  A  Greenbergt/Sapient 

157 

1 

— 

158 

\    26.0 

181,795 

118 

16.2 

27 

Kenneth  E  deLaski/Deltek  Systems 

161 

4 

— 

165 

28.6 

91,064 

65 

12.4 

55 

Stephen  Katz/Global  Payment  Technologies 

175 

— 

— 

175 

8.8 

3,009 

36 

2.8 

15 

Herbert  M  Gardner/Supreme  Industries 

185 

— 

— 

185 

6.0 

6,119 

214 

9.4 

21 

Mark  A  Betker/Koala 

187 

— 

— 

187 

0.2 

65 

17 

2.7 

19 

"Includes  all  share  classes.  'Office  is  jointly  held  with  J.  Stuart  Moore. 
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COMPANY/chief  executive 

COMPENSATION  ($thou) 

STOCK  OWNED 

Age 
71 

YEARS 

salary 
+ bonus 

other             stock 
gains 

total 

% 

mktval* 
($thou) 

with 
company 

as 
CEO 

Aaron  Rents/R  Charles  Loudermilk  Sr 

$759 
501 

$84               — 

$843 

26.7 
5.6 
8.4 

81,668 

43 

36 

Abacus  Oirect/M  Anthony  White 

52               -             551 

.  1 

25,436 
10,151 

49 

9 

9 

Ace  Cash  Expres 
Actrade  Intl/Amo: 

S/Donald  H  Neustadt 

415 
87 

14 
10 
5 

— 

429    | 

49 

11 

4 

Aharoni 

■I 

249 

27.5 
32.0 

33,423 

53 

11 

7 

Adtran/Mark  C  Smith 

244 

253,101 

58 

12 

12 

Advanced  Commun  Systems/George  A  Robinson 

353 

4               — 

357 

11.0 

8,232 

60 

11 

11 

Advantage  Learn 
Advent  Software/ 

ing  Systems/Michael  H  Baum 

168 

331               — 

499 

— t 

11.7 
1.3 

483 
26,865 

51 

4 

2 

Stephanie  G  DiMarco 

313 
221 

5 

40 

15 

15 

Aerof  lex/Harvey  R 
AFC  Cable  Systei 

Blau 

1 

$709             931 

2,144 

62 

15 

7 

ns/Ralph  R  Papitto 

580 

— 

580 

19.3 
1.4 

10.3 
8.1 

58,304 
587 

72 
58 

8 

2 

Alcide/Joseph  A  Sasenick 

378 

— 

2,154         2,532 

-           391 

2.053         2,242 

7 

6 

Align-Rite  International/James  L  Mac  Donald 

353 

38 

4,775 

52 

28 

28 

American  Coin  Merchandising/Jerome  M  Lapin 

179 

10 

6,670 

68 

4 

4 

American  Locker  Group/Edward  F  Ruttenberg 

— 

— 

1,226 

i 

1.1 

628 

51 

— t 

— t 

Analytical  Surveys/Sidney  V  Corder 

603 

345 

9 

1,838 

0.1 
41.3 
40.2 
39.8 
13.0 

193 

56 

8 

5 

Anchor  Gaming/Stanley  E  Fulton 

-           345 
247 

267,427 
75,154 
16,421 

67 

10 

10 

Aris/Paul  Y  Song 
ASI  Solutions/Be 
Astronics/Kevin  T 

243 

4 

35 
56 

8 
20 

8 

nard  F  Reynolds 

244 
334 

57               —             301 

20 

Keane 

13 

36 
3,704 

383 

6,542 

65 

27 

27 

ASV/Gary  D  Lemke 

110 

— 

3,814 

3.4 
58.7 
8.8 
2.4 
2.6 
3.5 
0.3 

4,590 

47,538 

7,030 

57 

15 

15 

Autocam/John  C  Kennedy 

464 

88              —            552 

40 

10 

10 

Automobile  Protection/Larry  1  Dorfman 

553 

- 

-  553 

-  1,813 

43 

14 

10 

Bacou  USA/Walter  Stepan 

1,700 

113 

7,320 

59 

32 

10 
13 

Badger  Meter  ja 
Ballard  Medical 
Barbers  Hairstyl 

mes  L  Forbes 

522 
279 
304 
450 

41              148             711 

2,677 

20.494 

62 

3 

66 

19 

Products/Dale  H  Ballard 
ing/Frederick  A  Huggins  Jr 

49               — 
59                — 

279 
353 

75 
63 

20 
8 

20 
8 

Barnett/WiMiam  R  Pray 

509 

—t 

51 
48 

20 
23 

5 
14 

Barra/Andrew  Rue 
Black  Box/Fred  C 
EW  Blanch  Holdi 

d 

593 

—          2,110         2,703 

872              -          1.470* 

108             -         1,782    | 

1            1,225           1,915 

53               22             417 

10           1,579          3.521 

20.3 

-* 

52,373 

176 

26,471 

2,332 

Young 

598 

42 

7 

-t 

ngS/EdgarW  Blanch  Jr 

1,674 
689 
342 

1,932 

5.1 

0.4 

62 

54 

40 
7 

22 

7 

Boole  &  Babbage/Paul  E  Newton 

Boston  Acoustics/Andrew  G  Kotsa'os 

28.8 

0.4 

34.796 
1,613 

58 
48 

19 
28 

2 
1 

Buckle/Dennis  H  Nelson 

Stock  prices  as  of  Oct.  2.  'Includes  all  share  classes    tLess  than  one  years  service.  Hess  than  0.1%.  'New  CEO;  no  salary  available,  ^ew  CEO;  compensation  is  for  another  executive  office. 
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"A  Sound  Strategy. 


// 


www.  roadway,  com 


As  ajjigj^yj^grnanufacturer  of  high-quality 
music  systems,  loudspeakers  and  car  stereo  systems, 


Bose  Corporation  depends  on[timely  and  accurate) 
freight  information  (24  hours  a  day.JThat's 
why  Paul  Tagliamonte,  manager  of 
transportation,  has  included 
[J22|at  desk  tops 

throughout  Bose. 

"Roadway's  web  site  is  an  extension  of  our  logistics 

function."  Bose  uses(QUIKTRAK®  Online)to  check 

on  inbound  raw  materials  required  for 

manufacturing,  and  the  [Customer  Service] 

Department  uses  it  to  advise  Bose  customers  of 

their  shipment  status. 

Talk  about  productivity  improvements. 


Reliable.  Responsive 


Roadway  Express  blends 
the  most  efficient 
network  with  the  most 
responsive  work  force 

in  the  industry  to  deliver  exceptional  customer 

service  to  you. 


ROADWAY 

express 

www.roadway.com  I  "Ovv"fcJ  /  "ZOj  /  v 


www.bose.com 


xceptional  Service.  .  .No  Exceptions' 


©1997  Roadway  Express,  Inc  All  Rights  Reserved 
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BEST      SMALL      COMPANIESl 

COMPANY/chief  executive 

COMPENSATION  (Sthou) 

STOCK  OWNED 

Age 

YEARS 

C&D  Technolog 
C-Cor  Electroni 

salary 
+ bonus 

other 

stock 
gains 

total 

% 

mktval* 
(Sthou) 

with 
company 

as 
CEO  ! 

es/Alfred  Weber 

$725 

$107 

— 

$832 

1.2 

3,284 

66 

9 

5    | 

CS/David  A  Woodle 

2003 

— 

— 

200 

— 

— 

43 

— t 

-tl 

CACI  Internatio 
Cal  Dive  Intern; 

nal/J  Phillip  London 

560 

61 

— 

621 

5.8 

9,717 

61 

26 

14   1 

Itional/Owen  Kratz 

340 

4 

— 

344 
952< 

9.9 

25,396 

44 

14 

1    1 

Catalina  Marke 
Centex  Constru 
Central  Parking 

CFC  Intl/Roger  F 
CH  Robinson  W 

ing/Daniel  D  Granger 

332 

45            $575 
28           1,993 

—t 

809 

49 

10 

-tl 

ction  Products/0  G  Dagnan 

735 

2,756 
696 

—X 

711 

59 

9 

8   1 

/Monroe  J  Carell  Jr 

691 

5 
3 

— 

62.5 

844,661 

67 

30 

30   1 

Hruby 

329 

332 
738 

62.4 
7.9 

22,805 

63 

40 

12    1 

)rldwide/D  R  Verdoorn 

499 

239 

61,331 

59 

35 

21    1 

Champion  Industries/Marshal!  T  Reynolds 

150 

— 

— 

150 

49.4 

48,356 

61 

34 

34    1 

Chase/Peter  R  Chase 

492 

8 

505 

1,005 

8.0 

3,056 

50 

26 

5    1 

Chemfab/John  W  Verbicky 

297 

7 

— 

304* 

-t 

48 

46 

5 

-tl 

Chromcraft  Rev 
Churchill  Down: 

ington/Michael  E  Thomas 

353 

140 

67 

8 

46 

— 

493 
544 
758 
721* 

0.7 
0.4 

1,104 
773 

56 

6 

6    1 

;/Thomas  H  Meeker 

477 
750 

55 

14 

14 

CMAC  Investme 
Coastcast/Richa 

nt/FrankP  Filipps 

— X 

239 

51 

6 

3    1 

rd  W  Mora 

675 

—X 

39 

58 

3 

-tl 

Coldwater  Creek/Dennis  C  Pence 

341 
216 

8 

— 

349 

33.7 

54,234 

48 

14 

10 

Colorado  MEDtech/John  V  Atanasoff  II 

5 

140 

361  • 

2.2 

1,706 

63 

5 

5 

Complete  Business  Solutions/Rajendra  B  Vattikuti 

700 

21 

— 

721 

37.7 

237,265 

46 

13 

13 

Computer  Nlana 
Concord  EFS/Da 

gement  Sciences/Anthony  v  Weight 

— 

— 

4,743 

5,432 

13.0 

25,732 

57 
55 

15 
16 

— t 
9 

n  M  Palmer 

689 

— 

Consolidated  Products/Alan  B  Gilman 

512 

130 
12 

305 

947 

0.8 

2,974 

68 

6 

6 

Cort  Business  Services/Paul  N  Arnold 

468 

68 

548 

0.3 

1,123 

52 

30 

6    ' 

CorVel/V  Gordon  demons 

250 

1 

2,265 

2,516 

9.7 

14,160 

55 

10 

10 

Covenant  Trans 
Crossmann  Con 

port/David  R  Parker 

628 

8 

— 

636 

46.3 

74,231 

40 

13 

4 

imunities/John  B  Scheumann 

440 

21 

— 

461 

18.3 

37,538 

49 

21 

6 

CryoLife/Steven 
Cybex  Compute 

G  Anderson 

480 

35                67 

582 

8.7 

17.270 

59 

14 

14 

r  Products/Stephen  F  Thornton 

255 

5 
5 
2 
354 
4 

3,924 

260 

8.8 

17,705 
56,947 

58 

14 

14 

Datastream  Systems/Larry  G  Blackwell 

187 
250 

192 

252' 

17.9 
0.1 

57 

12 

12 

Day  Runner/Jam 
Del  Laboratorie 

es  E  Freeman  Jr 

306 
33,149 

51 

5 

— t 

S/Dan  K  Wassong 

1,578 
161 

5,856 

23.1 

68 

33 

, 

Deltek  Systems/Kenneth  E  deLaski 

165 

28.6 

91,064 

40 

15 

- 
L 

Dialogic/Howard  G  Bubb 

365 

7 

349 

721 

— X 

56 

44 

7 

5 

Stock  prices  as  of  Oct.  2.  "Includes  all  share  classes.  tLess  than  one  year's  service.  tLess  than  0.1%.  'Annualized  salary,  'New  CEO;  compensation  is  for  another  executive  office, 
figures  are  for  the  fiscal  year  ending  June  30, 1997.  6Acting  CEO;  no  salary  available. 
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If  you're  making  energy  decisions        energy  information  services.  Get  your        should  be  doing,  too.  In  fact,  we're  adding 
pjiout  detailed  usage  information,  you're        energy  usage  profiles,  24  hours  a  day.        P=      nearly  100,000  meters  a  month  to  the 
bably  paying  too  much.  That's  why  you  need        And  use  this  information  to  run  ^^^  over  one  million  meters  already 

llNet's  online  meter  reading  technology        your  business  more  efficiently     data   systems     online    across    the    country. 

and    cost    effectively.  So  before  you  jump  to  conclusions 

It's  exactly  what  about  your  energy  needs,  visit  our  website, 
more  and  more  forward-  www.myEnergyInfo.com,  for  a  free  demo, 
thinking  businesses  are  Or  call  us.  And  get  the  information  you 
doing.  And  what  you        need  to  be  a  smarter  energy  buyer. 


:ause  now  is  not  the  time  to  be 


sting  energy  playing  games. 
Once  we  connect  your  meter(s) 
our  network,  you'll  have  online 
:ess  to  a  world  of  invaluable 


1    WILL  YOU  BE             *M 

1    CELINFT  READY?  H 
1    OR  NOT.                      ■ 

%   \ 

1    1  800  256  6304     1 

^{^-" 

8Cd)Nc(  Dju  Systen- 


125  SHOREWAY  ROAD     SAN  CARLOS    CA    9d070 
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E  S   | 

COMPANY/chief  executive 

COMPENSATION  ($thou) 

STOCK  OWNED 

Age 

YEARS 

with          as 
company      CEO 

salary 
+  bonus 

other 

stock 
gains 

total 

% 

mktval* 
($thou) 

Drew  Industries/Leigh  J  Abrams 

$565 
677 
192 
598 

$10 

$575 

M.9 

2,608 

56 

29 

19 

Dril  Quip/Larry  E  Reimert7 

3 
24 

— 

680     | 

20.1 

61,856 

50 

17 

17 

DSP  Communications/Joseph  Perl 

$2,639 

2,855*  ] 

— * 

11 

53 

8 

-t 

Ducommun/Joseph  C  Berenato 

417 

3,283 
894 

1,015    J 

0.3 

690 

52 

6 

1 

Duff  &  Phelps  Credit  Rating/Paul  J  McCarthy 

1,271 
730 
481 

9 

25 
2 

1,280 

4,038 
1,377     j 

1.4 

2,993 

60 

7 

7 

Electro  Rent/Daniel  Greenberg 

13.5 

38,752 

57 

31 

19 

Etec  Systems/Stephen  E  Cooper 

0.6 

2,771 

52 

5 

5 

FactSet  Research  Systems/Howard  E  Wille 

600 
350 

54 
307 

_ 

654 

21.4 

64,058 

70 

20 

20 

Fair,  Isaac  &  Co/Larry  E  Rosenberger 

— 

657 

2.1 

9,071 

52 

24 

7 

First  Commonwealth/Christopher  C  Multhauf 

135 

13 

— 

148 

8.4 

3,364 

44 

12 

12 

First  Years/Ronald  J  Sidman 

799 
284 

38 

30 
61 
10 
31 

254 



1,682 
97 

1,091 

8.4 

10,865 

51 

9 

3 

Forrester  Research/George  F  Colony 

284    j 

70.1 

196,405 

45 

15 

15 

FPIC  Insurance  Group/William  R  Russell 

355 
357 
400 

746 

385    j 

1.1 

2,675 

51 

10 

8 

FYI/Ed  H  Bowman  Jr 

418    j 
2,092    j 

2.0 

5,984 

52 

« 

2 

Gadzooks/Gerald  R  Szczepanski 

0.4 

285 

50 

14 

14 

Gardner  Denver/Ross  J  Centanni 

874    j 

0.4 

808 

53 

18 

5 

General  Employment  Enterprises/Herbert  F  Imhoff 

510 

2 

— 

512    j 

27.6 

7,762 

72 

41 

34 

Gentex/Fred  T  Bauer 

342 

4 

346 

5.5 

56,932 

55 

19 

13 

Global  Payment  Technologies/Stephen  Katz 

175 

3 

175 
423 

8.8 

3,009 

54 

2 

2 

Great  Plains  Software/Douglas  J  Burgum 

420 

14.0 

82,182 

42 

15 

7 

Grow  Biz  International/Ronald  G  Olson 

260 

45 
8 

305 
656 

21.3 

15,088 

58 

8 

8 

Gulf  Island  Fabrication/Kerry  J  Chauvin 

648 

0.7 

1,420 

50 

13 

8 

Hall  Kinion  &  Associates/Brenda  C  Hall 

270 

— 

270 

28.3 

21,450 

45 

6 

6 

Jack  Henry  &  Associates/Michael  E  Henry 

205 

— 

448 

653 

18.2 

134,920 

37 

19 

4 

Hibbett  Sporting  Goods/Michael  J  Newsome 

313 

7 

320 

1.5 

2,431 

59 

34 

17 

Holophane/John  R  DallePezze 

540 

253 

104 

897 

3.1 

7,531 

55 

9 

9 

IHOP/Richard  K  Herzer 

792 
326 

23 

— 

815 

352 

859 

48 

1,250 
355 

5.4 

19,721 

67 

29 

15 

Impco  Technologies/Robert  M  Stemmler 

26 
98 

769 
63 

— t 
27.4 

15 

63 

5 

5 

Information  Mgmt  Resources/Satish  K  Sanan 

761 

48 

481 

292 

180,041 

51 

10 

10 

infoUSA/Vinod  Gupta 

International  Speedway/William  c  France 

34.9 
36.1 

104,505 

52 

26 

26 

439,764 

64 

27 

17 

Interstate  Natl  Dealer  Services/Chester  J  Luby 

10.4 

2,945 

67 

6 

61 

Investors  Title/J  Allen  Fine 

337 

93 

26 

456 

7.9 

4,654 

63 

26 

26 

*aaaaaaJ  1 

Stock  prices  as  of  Oct.  2.  'Includes  all  share  classe      Less  th 
'New  CEO;  compensation  is  for  another  executive  office 

in  one  year's  serv 

ce.  fless  tha 

nO.1%.  'Office 

is  jointly  held  i 

with  Gary  0  Smith  and  J  Mike  Walker. 
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Business  is  beautiful.  At  least  that's  our  outlook  in  Virginia.  It's  a  perspective  based  on  phenom- 
enal growth.  During  the  past  three  years  over  600  companies  have  built  new  facilities  or  expanded 
here.What's  the  attraction?  Start  with  a  highly  educated  workforce,  supported  further  by  specialized 
training  programs.  Then  consider  our  location -close  to  major  American  markets,  but  still  offering 
all  the  advantages  of  a  Southeastern  state,  including  right-to-work  laws.The  more  you  learn  about 
us,  the  more  you'll  appreciate  the  beauty  of  doing  business  in  Virginia.  wIRGINIUA 


Contact  Wayne  Sterling.  CED.  Executive  Director.  V,rg,n,a  Economic  Development  Partnership.  PQ  Box  798.  Richmond.  VA.  232 1 8.  804-37 1  -8202,  wwwYesV,rg,n,a.or 
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BEST      SMALL      COMPANIES 


COMPANY/chief  executive 

COMPENSATION  ($thou) 

STOCK 

% 

*    -t 
46.9 
— * 
12.1 

OWNED 

mktval* 
($thou) 

Age 

YEA 

with 
company 

RS 

salary 
+ bonus 

$450 

225 

363 

400 

120 

440 

845 

250 

187 

311 

200 

326 

909 

243 

523 

615 

958 

519 

459 

396 

254 

369 

460 

407 

495 

568 

380 

100 

144 

300" 

280 

235 

440 

other  ■ 

stock 
gains 

total 
$1,008 

227    ; 

3,497" 
430 

as 
CEO 

ITT  Educational  Services/Rene  R  Champagne 

$6 
2 
2 

30 

4 

2 

2 

33 
1 
3 
3 
4 
111 
721 
9 

20 

13 

2 

20 

20 
16 
18 
10 
12 
5 

4 
5 

$5529 
3,132 

1,200 
2,950 

925 
1,169 

691 
1,155 

479 
44 

471 

692 
435,925 

57 

13 

13 

i2  Technologies/Sanjiv  S  Sidhu 

41 

10 

3 

JDA  Software  Group/Brent  W  Lippman 

46 

41 

8 

1 

Jones  Pharma/Dennis  M  Jones 

101,033 

60 

17 

17 

K&G  Men's  Center/Stephen  H  Greenspan 

124 
440 
845 
252 
187 

16.4 

7.0 

43.2 

14.1 

0.2 

11,356 

57 

8 

8 

Kaynar  Technologies/Jordan  A  Law 

4,494 
98,352 
35,890 

56 
44 

10 

5 

Kenneth  Cole  Productions/Kenneth  D  Cole 

16 

16 

Knight  Transportation/Kevin  P  Knight 

42 

8 

8 

Koala/Mark  A  Betker 

65 

48 

3 

3     1 

Kronos/Mark  S  Ain 

313 

233 

1,527 

3,862 

1,171 

1,696 

1,417 

2,834 

528 

479 

888" 

300 

389 

5.6 
13.6 
4.1 

16,964 
12,591 
68,418 

55 
59 

21 

21     \i 

Lancer/George  F  Schroeder 

31 

31     I 

Legato  Systems/Louis  C  Cole 

55 

9 

9      1 

Level  One  Communications/Robert  S  Pepper 

0.5 
3.3 
1.5 

3,501 
3,866 

63 

52 

12 

12 

Lifeline  Systems/Ronald  Feinstein 

6 

5    m 

LoJack/C  Michael  Daley 

2,538 

62 

12 

12     1  I 

LSI  Industries/Robert  J  Ready 

5.7 

9,486 

58 

22 

22 

MacDermid/Daniel  H  Leever 

7.2 

56,010 

50 

16 

8 

Market  Facts/Thomas  H  Payne 

1.5 
30.4 
0.2 
6.8 
9.9 

3,235 

299,460 

217 

6,241 

56,611 

111,474 

416 

217,820 

53 

27 

2 

Mastech/Sunil  Wadhwani 

45 

12 

2 

Media  Arts  Group/Raymond  A  Peterson 

53 

5 

-t  1 

Medialink  Worldwide/Laurence  Moskowitz 

47 

12 

12 

Medical  Assurance/A  Derrill  Crowe 

61 
46 

22 

19 

22     1 

19 

Melita  International/Aleksander  Szlam 

460 
898 
511 
586 
390 
112 
149 
300 
284 
240 
440 

73.4 

0.2 

56.4 

15.3 

Mesaba  Holdings/Bryan  K  Bedford 

37 

3 

3 

Metro  Information  Services/John  H  Fain 

50 

19 

19 

Micrel/Raymond  D  Zinn 

77,219 

61 

20 
6 

20 
5 

Micros  Systems/A  L  Giannopoulos 

185 

58 

Midcoast  Energy  Resources/Dan  C  Tutcher 

11.8 

12,025 

49 
51 

9 
11 

— t 
16 
22 

9     | 
11 

— t  E 

16     j 
22 

Mity-Lite/Gregory  L  Wilson 

27.0 

13,188 

MTS  Systems/Sidney  W  Emery 
National  Dentex/William  M  Mullahy 

NA 
5.3 

NA 
3,353 

52 
63 

National  Instruments/James  J  Tm 

27.2 

192,126 

55 

National  RV  Holdings/Wayne  M  Mertes 

4.2 

9,022 

62 

34 

34 

Stock  prices  as  of  Oct.  2.  *  Includes  all  share  classes.  tLessth 
is  for  another  executive  office.  "Annualized  salary. 

an  one  year's  serv 

ice.  J  Less  tha 

i  0.1%.  NA:  Not 

available.  qVali 

e  of  ITT  Corp.'s 

options  exercis 

?d.  10New  CEO;  compe 

isation     1 

f 
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I  yow-  business 
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1  C/73/7^e  //7 

h    '-lis 

1  fa/ay's  ^tote/ 

E; 

1  marketplace? 

Visit  www.fastchange.com 

'1 

1  Or  call  us  at  1-800-772-2727,  ext.  615 

(See  how  you  could  become 

[  a  real  superhero!) 

t  c 


fssS 


The  Best  Way  Forward 


'OQether  under  license  ©)998  bm  r       «"  C°rp0ra,ion  and  are  ""d 
Software  Assoca.es,  Inc.  C°rP  SSA  iS  a  ,rade™*  of  System 
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BEST 

S  M 

A  L 

L 

c  o 

M  P  A  N  I  E 

S    II 

COMPANY/chief  executive 

COMPENSATION  ($thou) 

STOCK  OWNED 

Age 

I 
YEARS 

salary 
+ bonus 

other 

stock            total 
gains 

% 

mkt  val* 
(Sttiou) 

with 
company 

as 
CEO 

Nature's  Sunshine  Products/Daniel  P  Howells                $49 

$40 

-           $89"  ! 

'  — 

— 

57 

1 

1 

Ninety-nine  Cents  Only  Stores/David  Gold                    1 75 

325 

— 

500  J 

224    j 

41.7 

305.759 

66 

33 

33 

Nobility  Homes/Terry  E  Trexler                                         1 87 

37 
4 

$20,744 
1,897 

45.0 

27,433 

59 

31 

31 

Ocular  Sciences/John  D  Fruth                                    550 

21,298 

22.3 

94,845 

55 

13 

13 

On  Assignment/H  Tom  Buelter                                     350 

— 

2,247 

0.9 

3,288 

57 

9 

9 

Ontrack  Data  International/Michael  W  Rogers 

480 

90 

913 

11 
12 
27 

6 

— 

491 

17.4 

12,603 

42 

13 

12 

Orthodontic  Centers  of  America/Gasper  Lazzara  Jr 

102    j 

8.1 

59,278 

56 

13 

13 

Pacific  Sunwear  of  California/Greg  H  Weaver 

940 

0.3 

1,352 

44 

11 

» 

PAM  Transportation  Services/Robert  W  Weaver                326 

156            482 

7.0 
4.4 

4,077 
28,556 

48 

18 

8 

Pediatrix  Medical  Group/Roger  J  Medel                        500 

— 

506 

52 

19 

19 

Penn  Engineering  &  Mfg/Kenneth  A  Swanstrom                434 

19 
6 

•1 

10.2 

17,260 

58 

38 

5 

Pharmaceutical  Prod  Develop/Frederic  N  Esheiman         487 

-            «     i 

13.3 

79,914 

50 

13 

8 

Philadelphia  Consolidated  Holding/James  J  Maguire 

1,275 

208 

-         1.483    | 

32.2 

83,171 

64 

36 

36 

Plantronics/Rob 
Pre-Paid  Legal 

ert  S  Cecil 

979 

248 
13 

2 
49 

6,556          7,783     | 

—X 

761 

63 

6 

6 

i  | 

Services/Harland  C  Stonecipher 

577 



590    | 

4.9 

20,767 

60 

26 

26 

Premisys  Communications/Nicholas  J  Williams 

275" 

275     j 

NA 

NA 

51 

1 

-t 

Project  Software  &  Develop/Norman  E  Drapeau  Jr    |        248 

250*  j 

— 

— 

38 

16 

-t 

PVC  Container/Phillip  L  Friedman 

396 

445*  j 

279*  j 

7.9 

3,966 

51 

16 

16 

QRS/John  S  Simon 

273 

6 

— x 

38 

42 

10 

— t     1 

Quiksilver/Robert  B  McKnight  Jr 

532 

5 

— 

537    j 

3.5 

9,583 

• 

22 

7 

Quipp/Anthony  P  Peri 

135'3 
400 

422 

10 
3 

347 

135    j 

— 

— 

56 

— t 

-t     I 

RCM  Technologies/Leon  Kopyt 

772"  j 

0.7 
0.9 

966 

53 

8 

6 

RehabCare  Group/Alan  C  Henderson 

691 

52 

8 

-t     j 

Renal  Care  Group/Sam  A  Brooks 

525 

— 

525 

—X 

119 

59 

4 

3 

ResMed/Peter  C  Farrell                                                   372 

5 

377    J 

6.5 

21,608 

56 

9 

8 

Resource  Bancshares  Mtg/Edward  J  Sebastian               850 

4 

-           «l 

1.1 

4,455 

52 

9 

9 

Richton  International/Fred  R  Sullivan                          335 

— 

— 

335    | 

45.2 

9,560 

84 

9 

9 

Roanoke  Electric  Steel/Donald  G  Smith 

873 
550 

25 
11.615 

116 

1,014     | 

0.8 

1,107 

63 

41 

10 

RWD  Technologies/Robert  W  Deutsch 

65,630        77,795     | 
2.321          3,238     j 

62.4 

177.289 

74 

10 

10 

Safeskin/Richard  B  Jaffe 

900 

17 
1 

1 

4.5 

71,446 

45 

10 

St  John  Knits/Robert  E  Gray 

1,570 

1,571 

4.5 

11,946 

73 

36 

36 

Sanchez  Computer  Associates/Ronald  J  Zlatoper 

153 

226            379"  i 

0.2 
26.0 

510 

181,795 

56 

1 

1 

Sapient/Jerry  A  Greenberg16 

157 

-            158    j 
1.725         1,980    ; 

32 

7 

7 

SBS  Technologies/Christopher  J  Amenson                          250                5 

0.6 

795 

48 

6 

2 

Stock  prices  as  ol  Oct.  2.  *  Includes  all  share  classes,  tLess  tiian  one  year's  service.  Uess  than  0.1%.  NA:  Not  available.  12Paid  to  date.  ^Annualized  salary   "New  CEO;  compensation  is 

for  another  executive  office.  15Figures  are  for  the  fiscal  year  endu    June  30. 1997.  ''Office  is  jointly  held  with  J  Stuart  Moore.                                                                                       ^ 
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TURNING  PHONE  CALLS. 


CATCHING  UP  ON  EM  A 


QLOlNGftJ 


« 


LAZING  HOW  MUCH  I  GET  BONE 
EN  I'M  OUT  Of  THE  OFFICE" 


•"- 


L_ 


WHEREVER  YOU  ARE,  OUR  SATELLITES  KEEP  YOU  IN  TOUCH  VIA  VOICE, 

VIA  E-MAIL.  VIA  FAX.  VIA  TELEX.  VIA  INTERNET  AND  EVEN  VIA  VIDEO. 
SO  IF  YOU  NEED  TO  BE  IN  THE  OFFICE  EVEN  WHEN  YOU'RE  OUT  OF  THE  v     ,     A 

OFFICE.  GET  IN  TOUCH  WITH  INMARSAT  TODAY.  INMARSAT  ^ 


MUCH  MORE  THAN  TALK 


(I)***  171  728  1100     "CZJlNFORMATIOHGINMIIISIT.ORB     @  HTTP: //WWW. IU-INHI1SIT. 

01998  INMARSAT.   INMARSAT  AND  THE  INMARSAT  LOQO  ARE  TRADEMARKS  OF  INMARSAT.   LONDON.  U.K. 
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BEST 

S  M 

A  L 

L 

c  o 

M  P  A  N  ] 

:  e 

S   1 

COMPANY/chief  executive 

COMPENSATION  ($thou) 

STOCK 

% 

OWNED 

mktval* 
($thou) 

Age 

YEA 

with 
company 

RS. 

salary 
+  bonus 

other  - 

$8 

3 

43 

stock 
gains 

$614 
763 

total 

as     1 
CEO   1 

SCB  Computer  Technology/Ben  C  Bryant  Jr 

$300 
321 
265 
500 

$308 
938 

1.071 
500 

1.144 
381 
865 

"21.1 

37,727 

51 

22 

22 

Seamed/W  Robert  Berg 

3.0 
— t 
54.7 

2,195 
275 

55 

13 

10 

Serologicals/Harold  J  Tenoso 

60 

5 

5 

Silverleaf  Resorts/Robert  E  Mead 

69,028 

52 

9 

9 

Simpson  Manufacturing/Thomas  J  Fitzmyers 

1,120 
376 
846 

464 

24 
5 
19 

— 

4.5 

15,746 

57 

20 

4 
3 

Sonic/1  Clifford  Hudson 

2.8 

8,950 

43 

14 

Southwest  Securities  Group/David  Glatstein 

4.9 

9,083 

49 

3 

2 

Strattec  Security/Harold  M  Stratton  II 

5 

3 

23 

1 

5 

50 

17 
11 

6 

12 
2 
1 

53 
228 

468 

130 

203 

275 

185 

230 

586 

959 

151"  j 

297 

279 

593 

188" 

595 

297 

499 

232 

999 

0.7 

1,105 

50 

21 

4 
9 

Strayer  Education/Ron  K  Bailey 

127 
180 
274 
185 

50.7 

212,339 

974 

8,505 

6,119 

16,160 

243,760 

131,604 

57 
63 
61 
58 

24 

Sun  Hydraulics/Clyde  G  Nixon 

1.5 

7.0 

6.0 

22.4 

34.5 

44.5 

10 
23 

10 
23 

Supertex/Henry  C  Pao 

Supreme  Indust 
Supreme  Intern: 

■ies/Herbert  M  Gardner 

19 

5 

Itional/Oscar  Feldenkreis 

225 
596 
900 
151 
190 
265 
503 

63 

31 

5 

Syntel/Bharat  Desai 

Tarrant  Apparel  Group/Gerard  Guez 

45 
42 

18 
13 

18 

13 

Tech-Ops  Sevcon/Matthew  Boyle 

3.3 

36 

2 

1 

Techne/Thomas  E  Oland 

10,303 
36,279 

1,417 

57 
63 
48 

14 
31 

12 
10 

Tetra  Tech/Li-San  Hwang 

6.1 
0.4 
0.2 
1.8 
8.0 
4.4 
8.6 
34.1 
40.4 

Theragenics/M  c 
Timberline  Softw 

hristine  Jacobs 

11 
20 
10 

5 
— t  1 

3 

rare/Curtis  L  Peltz 

127 
277 
275 
488 
231 

257 

1,274 

4,129 

14,458 

5,235 

16,602 

96,856 

40,072 

46 
37 
41 
61 
47 
67 

Tollgrade  Communications/Christian  L  Allison 

Total  Control  Products/Nicholas  T  Gihl 
Transaction  Network  Services/John  J  McDonnell  Jr 

16 
8 
19 

4      | 

8 

3 

Travis  Boats  &  Motors/Mark  T  Walton 

TSR/Joseph  F  Hughes 

880 
235 

11 

— 

29 

29 

Urban  Outfitters 
Veritas  Software 

/Richard  A  Hayne 

874 
704 

249 

51 
52 

28 

28 

!/Mark  Leslie 

576 
299 
148 
471 
370 
600 
297 
449 

1 
5 

32 
,0 

1,451 
394 
149 

1.297 
379 
999 

1.8 

8 

8 

Viasat/Mark  D  Oankberg 

10.0 
4.4 
0.3 

6,607 
2.640 
1,196 

43 

12 

12 

Vivid  Technologies/S  David  Ellenbogen 
Wackenhut  Corrections/George  C  Zoley 

59 
48 

9 
10 

9 

4 

Whittman-Hart/Robert  F  Bernard 

29.1 

238,272 

37 
50 

14 

23 

8 

14 

23 

8 

Willis  Lease  Finance/Charles  F  Willis  IV 

42.1 

49,354 

Xeta/Jack  R  Ingram 

297 
459 

9.0 

2,724 

55 

Zebra  Technologies/Edward  L  Kaplan 

5.8 

47,138 

55 

29 

29 

Stock  prices  as  of  Oct.  2.  'Includes  all  share  classes.  tLess  the 

n  one  year's  service.  tLess  thar 

0.1%.  17New( 

;EO;  compensat 

ion  is  for  anoth 

Br  executive  offi 

ce. 

1 
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A  Quote  for  Every 
Occasion 

More  than  14,000  thoughts  on  the  business  of  life 
now  all  in  one  deluxe  volume 

"  There  is  no  true,  lasting  success 
in  business,  without  success  in  the 
business  of  living,  of  life." 

— B.C.  FORBES,  Founder  of  Forbes  Magazine 


Forbes 

Book  of 

Business 

Quotations 

THOUGHTS  ON 
THE  BUSINESS  OF  LIFE 


A  Gift  for  Every  Occasion! 


By  necessity,  by  proclivity, 
and  by  delight,  we  all  quote." 

—RALPH  WALDO  EMERSON 

Life  begets  life.  Energy  creates 
energy.  It  is  only  by  spending 
oneself  that  one  becomes  rich." 

-SARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for  easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks, 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plus 
shipping  and  handling.  [C1 4] 


To  Order  by  Phone,  Call  Toll-Free:  1-800-876-6556 
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WHERE  THEY  RANK 

COMPANY 
Aaron  Rents 

5-year 

average 

ROE 

Sales 

($mil) 

Profits 
($mil) 

Market 
value* 
($mil) 

12-mo 
stk  price 
change 

Ticker 
symbol 

overall 

5-year 

average 

ROE 

sales 

profits 

market 
value 

177 

164 

3 

59 

"I 

15% 

$343 

$20.3 

$306 

-17% 

RNT 

3 

3 

186 

131 

46 

Abacus  Direct 

100+ 

38 

8.9 

452 

44 

ABDR 

146 

195 

131 

155 

144 

Ace  Cash  Express 

13 

100 

6.4 

120 

-10 

AACE 

48 

158 

133 

174 

141 

Actrade  Intl 

15 

99 

4.4 

122 

-28 

ACRT 

125 

77 
108 

27 
148 

7 
186 

18 
162 

Adtran 

Advanced  Communications  Systems 

22 

19 

282 

43.7 

790 
75 

-52 
-29 

ADTN 

37 

75 

3.4 

ACSC 

68 

4 

180 

139 

30 

Advantage  Learning  Systems 

72 

42 

8.0 

653 

37 

ALSI 

129 

196 

169 

140 

97 

Advent  Software 

13 

58 

7.9 

230 

15 

ADVS 

136 

182 

115 

137 

121 

Aeroflex 

14 

119 

8.4 

164 

-18 

ARX 

151 

155 

43 

47 

74 

AFC  Cable  Systems 

16 

253 

22.2 

303 

-16 

AFCX 

156 

107 

200 

184 

188 

Alcide 

19 

14 

3.5 

42 

-70 

ALCD 

141 

48 

172 

156 

186 

Align-Rite  International 

25 

50 

6.4 

47 

-56 

MASK 

60 

21 

152 

166 

156 

American  Coin  Merchandising 

34 

73 

5.2 

82 

-22 

AMCN 

1 

33 

187 

182 

180 

American  Locker  Group 

28 

38 

3.5 

56 

384 

ALGI 

22 

149 
56 

146 
48 

154 
2 

125 

Analytical  Surveys 

16 

76 

6.5 

155 

3 

ANLT 

6 

33 

Anchor  Gaming 

24 

232 

68.4 

648 

-38 

SLOT 

53 

55 

145 

144 

112 

Arts 

24 

77 

7.6 

187 

-22 

ARSC 

83 

17 

183 

199 

189 

ASI  Solutions 

37 

40 

2.6 

41 

-32 

ASIS 

152 

130 

179 

179 

183 

Astronlcs 

17 

43 

3.9 

50 

-10 

ATRO 

14 

168 
124 

192 
138 

188 
143 

,35 

« 

ASV 
Autocam 

15 
18 

34 
90 

3.3 
7.7 

135 

-8 

ASVI 

164 

81 

7 

ACAM 

71 

197 

126 

162 

158 

Automobile  Protection 

13 

106 

5.5 

80 

31 

APC0 

131 

95 

76 

41 

72 

Bacou  USA 

20 

181 

23.1 

305 

-5 

BAU 

185 

188 

97 

150 

150 

Badger  Meter 

13 

135 

7.2 

102 

-43 

BMI 

173 

111 
102 

95 
197 

18 
200 

39 
199 

Ballard  Medical  Products 

18 

143 

33.8 

586 

-21 
25 

BMP 
BBHF 

93 

Barbers  Hairstyling 

19 

26 

1.7 

25 

161 

79 

66 

98 

138 

Barnett 

22 

200 

14.3 

130 

-63 

BNTT 

54 

62 

93 

66 

87 

Bam 

23 

146 

19.2 

258 

-33 

BARZ 

118 

46 

26 

23 

53 

Black  Box 

26 

285 

31.9 

404 

-46 

BBOX 

50 

26 

73 

31 

41 

EW  Blanch  Holdings 

30 

184 

28.1 

520 

28 

EWB 

101 

129 
57 

55 
137 

19 
118 

31 
142 

Boole  &  Babbage 

17 

212 

33.7 

649 

20 

BOOL 
B0SA 

19 

Boston  Acoustics 

24 

92 

10.5 

121 

8 

58 

119 

15 

28 

58 

Buckle 

18 

302 

28.7 

366 

-3 

BKE 

110 

100 

11 

44 

83 

C&D  Technologies 

20 

318 

22.6 

276 

-8 

CHP 

186 

180 

91 

147 

147 

C-Cor  Electronics 

14 

152 

7.3 

109 

-23 

CCBL 

187 

144 

9 

112 

119 

CACI  International 

16 

326 

11.7 

167 

-23 

CACI 

82 

106 

99 

67 

88 

Cal  Dive  International 

19 

134 

19.2 

257 

-53 

CDIS 

'Includes  all  share  classes 
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If  it  weren't  for  CTX,  I  wouldn't  be 
here  today. 

They're  fabulous.  And  so  different 
from  other  companies — offering  all 
the  products,  support  and  service  I 
need  to  turn  in  a  great  performance. 

CTX  makes  all  its  own  desktops, 
notebooks  and  displays.  So  prices 
are  lower  and  quality  is  higher.  And 
since  availability's  not  a  problem, 
I  get  whatever  I  want,  whenever  I 
want.  Just  like  I  always  do. 

But  where  CTX  steals  the  show 
is  service  and  support.  Sales  people 
are  helpful  and  super  friendly.  And 
their  tech  support  experts  always 
have  the  answers.  There's  also  a 
toll-free  help  line  and  an  informa- 
tive, user-friendly  website. 

So  call  CTX  at  800-888-2120.  With 
12  years  in  the  business  and  nearly 
a  billion  dollars  in  sales,  they're  a 
great  supporting  cast.  And  a  very 
hard  act  to  follow. 


^ 


r  *v 


www.ctxintl.com 

'   VkwM I 


iVF(M 
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PC  WORLD 


VL950  May  98 


mm 
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EX1200Jan98  EzBook  750MS  Oct/Nov  97; 

EzBook  764MT  Oct  97 


[Jnust 


Presentations 


Windows  Magazine  1998  (Jy 

EzPro  550  Jul  97  -  Sept  3B  EzPro  600  Mar  98 
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WHERE  THEY  RANK 

COMPANY 

5-year 

average 

ROE 

Sales 
($mil) 

Profits 
($mil) 

Market 
value* 
($mil) 

12-mo 
stk  price 
change 

Ticker 
symbol 

overall 

5-year        sales 
average 
ROE 

profits 

market 
value 

34 

24            50 

17 

15 

Catalina  Marketing 

32% 

$227 

$34.0 

$822 

-14% 

POS 

122 

133            17 

3 

24 

Centex  Construction  Products 

17 

299 

58.7 

719 

12 

CXP 

47 

88              4 

38 

5 

Central  Parking 

21  ' 

340 

24.9 

1,351 

26 

CPC 

147 

71 

174 

183 

192 

CFC  Intl 

23 

48 

3.5 

37 

-23 

CFCI 

107 

64 

51 

12 
177 

20 

CH  Robinson  Worldwide 

23 

15 

225 
122 

38.9 

778 

-16 

CHRW 

190 

173          110 

152 

Champion  Industries 

4.0 

98 

-46 

CHMP 

56 

42          178 

176 

191 

Chase 

26 

45 

4.0 

38 

-18 

CCF 

193 

187          128 

115 

127 

Chemfab 

13 

105 

10.9 

151 

-9 

CFA 

189 

116           49 

83 

116 

Chromcraft  Revington 

18 

230 

15.7 

170 

-1 

CRC 

182 

150 

102 
12 

121 

103 

Churchill  Downs 

16 
15 

128 
306 

10.2 
82.4 

216 

31 

CHDN 

169 

157 

1 

10 

CMAC  Investment 

933 

-27 

CMT 

162 

152           83 

91 

160 

Coastcast 

16 

170 

14.9 

77 

-49 

PAR 

81 

78            16 

119 

123 

Coldwater  Creek 

22 

300 

10.5 

161 

-49 

CWTR 

89 

193          176 

172 

159 

Colorado  MEDtech 

13 

47 

4.5 

77 

4 

CMED 

84 

169 
141 

72 
140 

81 
114 

34 
110 

Complete  Business  Solutions 
Computer  Management  Sciences 

15 

184 

16.0 

630 

56 

CBSI 

104 

16 

81 

11.1 

197 

-41 

CMSX 

90 

135 

14 

4 

1 

Concord  EFS 

17 

303 

51.9 

2,454 

49 

CEFT 

150 

52 

19 

70 

59 

Consolidated  Products 

25 

297 

18.7 

363 

10 

COP 

175 

122 

18 

39 

62 

Cort  Business  Services 

18 

299 

24.5 

340 

-37 

CBZ 

155 

112 
145 

92 

126 

131 
124 

CorVel 

Covenant  Transport 

18 

16 

147 

9.7 

147 

-8 

CRVL 

158 

5 

84 

334 

15.6 

160 

-42 

CVTI 

113 

72             2 

48 

106    I 

Crossmann  Communities 

23 

348 

22.1 

205 

-22 

CROS 

123 

192          167 

160 

108 

CryoLife 

13 

59 

5.8 

198 

7 

CRY 

78 

92          164 

128 

107 

Cybex  Computer  Products 

21 

60 

9.4 

201 

34 

CBXC 

4 

47          139 
103           85 

101 
82 

68 
99 

Datastream  Systems 

25 

82 

13.9 

318 

-9 

DSTM 

86 

Day  Runner 

19 

168 

15.9 

226 

-1 

DAYR 

111 

96           35 

97 

132 

Del  Laboratories 

20 

273 

14.3 

144 

-30 

DLI 

39 

8          161 

109 

67 

Deltek  Systems 

55 

65 

12.4 

319 

-15 

0LTK     1'" 

148 

117            28 

35 

49 

Dialogic 

18 

281 

27.1 

431 

-39 

DLGC    1 

79 

14 

30 

104 

134 

Drew  Industries 

38 

279 

13.4 

137 

-14 

DW 

178 

174 

87 

75 
26 

70 
90 

Dril  Quip 

15 

164 

16.4 

308 

-52 

DRQ       ' 

28 

104          125 

DSP  Communications 

19 

106 

29.4 

253 

-72 

DSP 

99 

115            81 

72 

101 

Ducommun 

18 

172 

16.6 

218 

-22 

DC0 

20 

15          142 

95 

102 

Duff  &  Phelps  Credit  Rating 

38 

79 

14.3 

217 

40 

DCR 

127         123 

42 

22 

80 

Electro  Rent 

18 

256 

32.3 

287 

-33 

ELRC    I 

67 

43 

23 

6 

44 

Etec  Systems 

26 

288 

46.8 

495 

-61 

ETEC    I 

29 

81 

143 

107 

75 

FactSet  Research  Systems 

22 

79 

12.6 

299 

-1 

FDS 

'Includes  all  share  classes. 
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The  best  way  to 

raise  money 

is  to  present  to 

certified  investors, 

one  on  one, 
several  dozen  times 

a  day. 


You  can  do  that  without  taking  a  single 
plane,  train,  automobile  —  or  wearing  out 
any  shoe  leather. 

Do  it  through  the  SourceCapital 
Network.  You  get  there  on  the  Internet, 
and  once  there,  you'll  find  scores  of  angel 
investors  who  are  actively  looking  for  new 
projects  to  finance.  You'll  only  have  to 
make  your  presentation  once,  and  you  can 
use  pictures,  voice  and  video  to  bring  it  to 
life.  So  it's  almost  like  presenting  in  person 
Without  the  jitters. 

For  more  information,  e-mail  us  at* 


cal 


angel_5812@sourcecapitalnet.com.  Or 
us  toll-free,  1-877-424-7100,  ext.  5812. 
And  do  it  soon.  It's  not  polite  to  keep 
an  angel  waiting. 


200 

B 

E  5 

;  T 

SMALL      CO 

M 

P  A  N  I  E  S 

WHERE  THEY  RANK 

COMPANY 

5-year 

average 

ROE 

Sales 
($mil) 

overall 

5-year 

average 

ROE 

83 

sales 

profits 

market 
value 

Profits 

($mil) 

Market 
value* 
($mil) 

$440 

12-mo 
stk  price 
change 

-27% 

Ticker 
symbol 

FIC 

117 

47 

46 

48 

Fair,  Isaac  &  Co 

21% 

$234 

$22.2 

165 

84 

163 

181 

190 

First  Commonwealth 

21 

61 

3.6 

40 

-27 

FCWI 

124 

171 

100 

132 

137 

First  Years 

15  • 

131 

8.8 

130 

-13 

KIDO 

74 

22 

171 

157 

82 

Forrester  Research 

33 

51 

6.3 

280 

19 

FORR 

196 

176 
6 

129 
70 

71 
106 

91 
77 

FPIC  Insurance  Group 

14 

105 
189 

18.7 
12.7 

246 

-10 

FPIC 

137 

FYI 

62 

295 

-5 

FYII 

153 

142 

68 

133 

166 

Gadzooks 

16 

194 

8.8 

72 

-59 

GADZ 

32 

98 

1 

21 

100 

Gardner  Denver 

20 

349 

32.8 

220 

-35 

GDI 

17 

16 

190 

193 

197 

General  Employment  Enterprises 

37 

36 

3.0 

28 

^10 

JOB 

57 

93 
161 

62 
191 

10 
197 

193 

Gentex 

Global  Payment  Technologies 

21 
15 

208 
36 

43.1 
2.8 

1,032 

20 

GNTX    ' 
GPTX 

52 

34 

-44 

88 

36 

135 

127 

38 

Great  Plains  Software 

28 

96 

9.5 

586 

45 

GPSI 

102 

165 

134 

173 

168 

Grow  Biz  International 

15 

98 

4.4 

71 

-25 

GBIZ 

35 

125 

84 

78 

111 

Gulf  Island  Fabrication 

18 

169 

16.1 

195 

-40 

GIFI 

62 

34 
28 

127 
119 

180 
45 

161 
21 

Hall  Kinion  &  Associates 
Jack  Henry  &  Associates 

28 

106 

3.8 
22.2 

76 
743 

-62 
48 

HAKI 
JKHY 

18 

30 

113 

134 

127 

103 

153 

122 

Hibbett  Sporting  Goods 

17 

127 

6.7 

163 

-7 

HIBB 

132 

41 

59 

68 

92 

Holophane 

27 

209 

19.0 

244 

-9 

HLP 

198 

167 

46 

40 

57 

IHOP 

15 

239 

23.5 

366 

2 

IHOP 

166 

136 
5 

149 
113 

161 
61 

155 
29 

Impco  Technologies 
Information  Mgmt  Resources 

17 
62 

75 

5.7 

90 
656 

3 
8 

IMCO 
IMRS 

23 

120 

19.9 

38 

45 

53 

25 

65 

infoUSA 

26 

222 

29.9 

327 

-46 

IUSAB    f" 

179 

128 

86 

20 

6 

International  Speedway 

17 

166 

33.2 

1.219 

39 

isca    ; 

- 

85 

50 

175 

196 

196 

Interstate  Natl  Dealer  Services 

25 

48 

2.8 

28 

^12 

ISTN 

174 

166 

182 

170 

178 

Investors  Title 

15 

40 

5.0 

59 

1 

ITIC 

142 

85 

33 

54 

14 

ITT  Educational  Services 

21 

276 

21.0 

830 

31 

ESI        1 

64 

59 

36 

49 

11 

i2  Technologies 

24 

266 

22.0 

929 

^15 

ITWO 

36 

7 

112 

86 

78 

IDA  Software  Group 

59 

120 

15.5 

289 

-53 

JDAS      (h 

115 

140 

104 

16 

13 

Jones  Pharma 

16 

127 

35.0 

833 

-7 

JMED 

126 

66 

105 

152 

170 

K&G  Men's  Center 

23 

126 

6.8 

69 

-64 

MENS 

8 

13 
39 

79 
65 

80 
89 

172 
98 

Kaynar  Technologies 

38 

173 

16.1 

65 

-56 

KTIC 
KCP 

72 

Kenneth  Cole  Productions 

28 

200 

15.0 

228 

5 

92 

87 

120 

111 

89 

Knight  Transportation 

21 

113 

11.9 

254 

-12 

KNGT     ;: 

98 

101 

199 

198 

194 

Koala 

19 

17 

2.7 

33 

-22 

KARE 

138 

138 

67 

102 

73 

Kronos 

16 

195 

13.8 

304 

18 

KR0N 

192 

183 

101 

151 

154 

Lancer 

14 

130 

6.8 

92 

-36 

LAN 

27 

113 

124 

58 

3 

Legato  Systems 

18 

107 

20.4 

1,657 

179 

LGT0 

"Includes 

ill  share  els 

sses. 

■ 
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I  was  confident  in  seeing  an  IMD 
alumnus  become  my  successor" 


Helmut  Maucher 


Peter  Brabeck-Letmathe 

CEO,  Nestle  SA 
Alumnus  of 

Program  for  Executive  Development,  1976 
nar  for  Senior  Executives,  1985 


ter  Brabeck-Letmathe,  the  new  CEO  of  Nestle,  is  one  of 
many  highly  successful  international  executives  whose 
eers  have  been  enhanced  by  attending  programs  at  IMD. 

first  program  he  participated  in,  Program  for  Executive 
velopment,  or  PED,  is  an  intensive  10-week  general 
inagement  program  (over  1 4  months)  designed  to  prepare 
t-moving  middle  managers  for  their  next  big  step. 


At  Nestle,  as  in  several  other  leading  international  companies, 
the  Program  for  Executive  Development  is  a  cornerstone  in 
the  management  development  process.  It  is  used  to  create  a 
common  language  among  senior  executives  world-wide. 

If  you  want  to  capitalize  on  your  leadership  potential  and  give 
your  company  a  competitive  edge,  you  should  carefully 
consider  attending  one  of  these  general  management  programs: 


lior  Executive  Forum 

ting  rapid  internal  growth 
ting  dates: 
iruary  24  or  October  20,  1999 

ninar  for  Senior  Executives 

defining  the  senior  manager's  agenda 

ting  dates: 

ie  7  or  October  25,  1999 


Program  for  Executive  Development     International  Program  for  Board  Members 

Preparing  fast-moving  managers  for  the  next  big  step  Creating  value  through  the  board 

Starting  dates:  Starting  date: 

March  1 ,  July  26  or  August  23,  1 999  May  3,  1 999 


Managing  Corporate  Resources 

Sharpening  skills  for  business  unit  management 

Starting  dates: 

May  1 0  or  November  8,  1 999 


Building  on  Talent 

Developing  young  managers  with  high  potential 

Starting  dates: 

November  22,  1 998  or  August  8,  1 999 


4S2> 

Real  World.  Real  Learning® 

Please  contact  Ms.  U.  F.  Kohler  at  the  International  Institute  for  Management  Development,  Lausanne,  Switzerland. 

Tel:  +41  21/618  03  42    Fax:  +41  21/618  07  15    E-mail:  info@imd.ch    Website:  http://www.imd.ch 

Ms.  Kohler  would  also  be  pleased  to  inform  you  about  IMD's  MBA  and  Executive  MBA  programs. 


BEST     SMALL     COMPANIES! 


WHERE  THEY  RANK 


overall 

5-year 

average 

ROE 

sales 

profits 

market 
value 

42 

172 

56 

32 

28 

176 

186 

165 

167 

146 

16 

30 

147 

120 

115 

167 

153 

69 

108 

118 

70 

76 

10 

24 

19 

160 

89 

118 

146 

104 

26 

10 

106 

199 

40 
41 
33 
9 
59 

91 
130 
195 
197 
120 


114 

103 

30 

75 

96 

119 

73 

140 

121 

200 
154 
168 
46 
5 
159 


25 
20 
151 
181 

19 
94 
10 
105 
86 

99 

82 

200 

159 

70 

60 
31 
90 
74 
12 

75 
54 
139 
189 
97 
147 

179 
38 

178 

1 

53 

177 


37  36  8 

136  100  151 

189  192  153 

80  11  40 


144 
13 
74 

106 
29 


8 

22 

39 

177 

96 

114 
181 
94 
34 
98 
88 

77 
44 
111 
45 
123 
130 


125 
43 

110 
51 
52 


64  135 

196  185 

7  57 

162  |  171 

40  15 


62 
50 
55 
178 
34 


126 
109 
56 
42 

43 

149 
184 

93 
174 

26 

105 
79 
22 

175 
51 


124 

60 

158 

166 

29 

23 

60 

47 

148 

179 

37 

32 

79 

117 

76 

35 

69 

86 

12 
50 
120 


COMPANY 


Level  One  Communications 

Lifeline  Systems 

LoJack 

LSI  Industries 

MacDermid 

Market  Facts 

Mastech 

Media  Arts  Group 

Medialink  Worldwide 

Medical  Assurance 

Melita  International 

Mesaba  Holdings 

Metro  Information  Services 

Micrel 

Micros  Systems 

Midcoast  Energy  Resources 
Mity-Lite 
MTS  Systems 
National  Dentex 
National  Instruments 

National  RV  Holdings 
Nature's  Sunshine  Products 
Ninety-nine  Cents  Only  Stores 
Nobility  Homes 
Ocular  Sciences 

On  Assignment 
Ontrack  Data  International 
Orthodontic  Centers  of  America 
Pacific  Sunwear  of  California 
PAM  Transportation  Services 
Pediatrix  Medical  Group 

Penn  Engineering  &  Manufacturing 

Pharmaceutical  Product  Development 

Philadelphia  Consolidated  Holding 

Plantronics 

Pre-Paid  Legal  Services 

Premisys  Communications 


5-year         Sales 
average        ($mil) 
ROE 


15% 

14. 

29 

16 

22 

21 
31 
34 
16 
14 


$211 

60 

76 

189 

320 

117 

266 

96 

36 

172 


34 

78 

21 

303 

42 

183 

19 

125 

21 

280 

20 
22 
12 
15 
23 

24 
28 
21 
22 
39 

22 
24 
16 
13 
20 
16 

14 
28 

14 

100+ 
24 
14 


204 
27 

330 
62 

259 

329 
294 
261 
46 
136 

119 
41 
144 
274 
135 
155 

178 
253 
121 
252 
111 
102 


Profits 
($mil) 


Market 
value* 
($mil) 


12-mo 
stk  price 
change 


$27.8 

$681 

-32% 

5.1 

116 

3 

10.4 

173 

-31 

12.6 

167 

2 

31.3 

781 

29     ; 

7.3 

215 

10 

25.5 

986 

25 

14.2 

101 

-3 

3.0 

92 

-4 

40.3 

573 

-2 

9.8 

152 

-11 

22.7 

197 

-29 

12.0 

386 

20 

21.7 

504 

-34 

21.3 

496 

29 

8.5 

102 

-12 

3.4 

49 

-18 

20.5 

241 

-32 

4.6 

64 

-16 

36.5 

706 

-31 

19.7 

214 

49 

21.9 

287 

-36 

20.8 

732 

46 

3.9 

61 

56 

27.1 

425 

-26 

9.8 

357 

36 

6.2 

72 

-71 

28.3 

728 

-16 

20.2 

445 

16 

7.3 

58 

-30 

25.1 

648 

-4 

16.1 

169 

-28 

16.3 

600 

24 

18.9 

259 

-7 

43.4 

837 

34 

23.0 

426 

-39 

16.6 

166 

-73 

Ticker 
symbol 


LEVL 
LIFE 
L0JN 
LYTS 
MRD 

MFAC 
MAST 
ARTS 
MDLK 

MAI 

MEU 

MAIR 

MISI 

MCRL 

MCRS 

MRS 
MITY 

MTSC 
NADX 
NATI 

NRVH 

NATR 

NDN 

NOBH 

OCLR 

ASGN 

ONDI 

OCA 

PSUN 

PTSI 

PDX 

PNN 
PPDI 
PHLY 

PLT 
PPO 
PRMS 


includes  all  share  classes. 


300 


Forbes  ■  November  2,  1995 


What  would  you  like  for  your  next  wish? 


Imagine  a  land  of  affordable  labor,  low  oper- 


ating costs  and  cooperative  public  officers.  You 


might  think  it's  some  kind  of  site-selection  fairy 


tale.   It's  not.   It's  simply  business  as  usual  in 


Mississippi.  We've  created  an  aggressively  pro- 


business  environment  and  would  like  nothing 


more  than  the  opportunity  to  prove  it  to  you. 


Call  1-800-340-3323.  And  we'll  do  everything  in 


our  power  to  make  your  next  site  decision  a  very 


easy  one.  No  matter  how  lofty  your  goals. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 
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WHERE  THEY  RANK 

COMPANY 

5-year 

average 

ROE 

Sales 
($mil) 

Profits 
($mil) 

Market 
value* 
($mil) 

12-mo 
stk  price 
change 

Ticker 
symbol 

overall 

5-year 

average 

ROE 

sales 

profits 

market 
value 

109 

126 

121 

94 

128 

Project  Software  &  Development 

18% 

$112 

$14.4 

$150 

-28% 

PSDI 

183 

185 

156 

195 

182 

PVC  Container 

K 

70 

2.8 

50 

84 

PVCC 

143 

154 

141 

123 

96 

QRS 

16' 

79 

9.9 

232 

-26 

QRSI 

181 

184 

31 

92 

84 

Quiksilver 

14 

278 

14.8 

274 

-3 

ZQK 

188 
97 

170 
175 

195 
78 

189 
136 

198 
130 

Quipp 

RCM  Technologies 

15 
14 

27 
176 

3.2 
8.5 

27 

-3 

QUIP 
RCMT 

148 

-10 

66 

65 

82 

116 

163 

RehabCare  Group 

23 

171 

10.9 

75 

-54 

RHBC 

80 

9 

24 

33 

9 

Renal  Care  Group 

50 

286 

27.3 

984 

5 

RCGI  ■ 

63 

134 

158 

117 

63 

ResMed 

17 

67 

10.6 

333 

77 

RESM 

135 
21 

148 
80 

63 
107 

13 
190 

55 

Resource  Bancshares  Mortgage 

16 
22 

208 

38.0 

391 

32 

RBMG 

200 

Richton  International 

124 

3.1 

21 

44 

RHT 

171 

146 

21 

64 

133 

Roanoke  Electric  Steel 

16 

295 

19.3 

142 

-14 

RESC 

55 

63 

132 

113 

81 

4 

RWD  Technologies 

23 

100 

11.2 

284 

-23 

RWDT 

15 

29 

60 

5 

Safeskin 

30 

209 

51.9 

1,592 

32 

SFSK 

87 
45 

35 
51 

32 
188 

14 

85    1 

St  John  Knits 

28 

278 

37.3 
5.0 

263 
236 

-65 

SJK 

169 

95    f 

Sanchez  Computer  Associates 

25 

36 

15 

SCAI 

24 

40 

117 

77 

27 

Sapient 

27 

118 

16.2 

700 

7 

SAPE 

65 

58 

150 

122 

140 

SBS  Technologies 

24 

74 

10.1 

125 

-15 

SBSE 

44 

118 

108 

138 

114 

SCB  Computer  Technology 

18 

124 

8.2 

179 

-31 

SCBI 

133 
144 

163 
143 

155 
122 

175 
93 

164 

Seamed 

15 

70 

4.1 

73 
587 

-28 

63 

SEMO   1 

37 

Serologicals 

16 

111 

14.4 

SERO    1 

100 

131 

116 

88 

139 

Silverleaf  Resorts 

17 

118 

15.1 

126 

-61 

SVR       J 

128 

121 

41 

30 

61 

Simpson  Manufacturing 

18 

259 

28.2 

349 

-25 

SSD       I 

170 

137 

57 

53 

66 

Sonic 

17 

210 

21.1 

325 

-9 

SONC    1 

180 
139 

162 
114 

25 
71 

56 
103 

113 
129 

Southwest  Securities  Group 
Strattec  Security 

15 
18 

286 
187 

20.6 
13.5 

■87 

-31 

SWS 

149 

-5 

STRT     V 

108 

18 

168 

74 

52 

Strayer  Education 

36 

59 

16.4 

419 

-12 

STRA    1 

172 

110 

153 

164 

173 

Sun  Hydraulics 

19 

71 

5.4 

64 

-18 

SNHY    T 

184 

132 

170 

130 

143 

Supertax 

17 

53 

9.1 

121 

-37 

SUPX 

149 

91 

54 

129 

148 

Supreme  Industries 

21 

214 

9.4 

102 

7 

STS 

191 
2 

190 
11 

58 
90 

141 
63 

165 
25 

Supreme  International 
Syntel 

13 
41 

209 

7.9 

72 

-28 
82 

SUPI     . 
SYNT 

154 

19.5 

706 

61 

23 

20 

85 

76 

Tarrant  Apparel  Group 

32 

297 

15.5 

296 

196 

TAGS    1 
TO 

49 

37 

193 

191 

187 

Tech-Ops  Sevcon 

28 

31 

3.1 

46 

24 

112 

68 

157 

87 

69 

Techne 

23 

67 

15.2 

315 

-16 

TECH    1 

157 

160 

6 

65 

36 

Tetra  Tech 

15 

333 

19.2 

596 

24 

WATR    1 

51 

191 

194 

105 

54 

Theragenics 

13 

31 

12.8 

398 

-39 

TGX 

'Includes  all  share  classes. 
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B_E_SJT_8  MALL      COMPANIES   | 


WHERE  THEY  RANK 


7; 


overall 
11 

76 
105 
163 

25 


5-year  sales 
average 
ROE 

32  185 

44  173 

198  160 

199  151 
61  109 


profits      market 
value 


159 
142 
165 
134 

168 


43 

156 

154 

194 

109 

75 

12 

120 

89 

95 

73 

159 

31 

2 

184 

145 
77 
94 
13 

116 


194 
67 
27 
49 
69 


38 

52 

166 

198 

61 


"Includes  all  share  classes. 


136 
169 
181 
64 
176 


187  185 

99  94 

27  2 

163  171 

145  177 

96  45 

90  16 

149  145 

194  195 

9  17 


COMPANY 


Timberline  Software 
Tollgrade  Communications 
Total  Control  Products 
Transaction  Network  Services 
Travis  Boats  &  Motors 

TSR 

Urban  Outfitters 

Veritas  Software 

Viasat 

Vivid  Technologies 

Wackenhut  Corrections 

Whittman-Hart 

Willis  Lease  Finance 

Xeta 

Zebra  Technologies 


5-year         Sales 
average        ($mil) 
ROE 


28% 

26 

12 

12 

23 


$39 
50 
65 
73 

124 


16  70 

19  182 

18  154 

22  66 

100+  40 


Profits 
($mil) 


$6.0 
7.8 
5.4 
8.5 
5.1 

3.4 
14.2 
28.8 
5.5 
7.5 


$134 

70 

51 

332 

61 

49 

240 

2,275 

66 

60 


13 

264 

14.3 

459 

23 

225 

14.9 

819 

30 

59 

7.2 

117 

25 

24 

2.9 

30 

23 

209 

43.4 

813 

70% 
-48 
-56 

31 
-29 

-31 
-21 
64 
-63 
-60 

-41 
9 
-31 
-24 
-5 


Ticker 
symbol 


TMBS 

TLGD 

TCPS 

TNSI 

TRVS 

TSRI 

URBN 

VRTS 

VSAT 

VVID 

WHC 
WHIT 
WLFC 
XETA 
ZBRA 


usnooze,  YOU|ose.YOUsn 


WATCH  CNBC  ALL  BUSINESS  DAY.  CNBC  WEEKDAYS  5:30AM-7:30PM  ET. 

Profit  from  it 


68  CNBC.  Inc  and  the  Dow  Jones  Company.  Inc  All  rights  reserved 


,*mm,    . 
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BEST 

SMALL 

COMPANIES   | 

COMPANY 

PHONE 

ADDRESS 

WEB  SITE  (www.) 

Aaron  Rents  404-231-0011 

Abacus  Direct  303-657-2800 

Ace  Cash  Express  972-550-5000 

Actrade  Intl  212-563-1036 

Adtran  256-963-8000 
Advanced  Communications  Systems      703-934-8130 

Advantage  Learning  Systems  715-424-3636 

Advent  Software  415-543-7696 

Aeroflex  516-694-6700 

AFC  Cable  Systems  401-453-2000 

Alcide  425-882-2555 

Align-Rite  International  818-843-7220 

American  Coin  Merchandising  303-444-2559 

American  Locker  Group  716-664-9600 

Analytical  Surveys  317-634-1000 

Anchor  Gaming  702-896-7568 

Aris  425-372-2747 

ASI  Solutions  212-319-8400 

Astronics  716-447-9013 

ASV  218-327-3434 

Autocam  616-698-0707 

Automobile  Protection  770-3y4-7070 


Bacou  USA  401-233-0333 

Badger  Meter  414-355-0400 

Ballard  Medical  Products  801-572-6800 

Barbers  Hairstyling  612-331-8500 

Barnett  904-384-6530 

Barra  510-548-5442 

Black  Box  724-746-5500 

EW  Blanch  Holdings  214-756-7000 

Boole  &  Babbage  408-526-3000 

Boston  Acoustics  978-538-5000 

Buckle  308-236-8491 


C&D  Technologies  215-619-2700 

C-Cor  Electronics  814-238-2461 

CACI  International  703-841-7800 

Cal  Dive  International  281-618-0400 

Catalina  Marketing  727-579-5000 

Centex  Construction  Products  214-559-6514 

Central  Parking  615-297-4255 

CFC  Intl  708-891-3456 

CH  Robinson  Worldwide  612-937-8500 

Champion  Industries  304-528-2791 

Chase  781-848-2810 

Chemfab  603-424-9000 

Chromcraft  Revington  765-564-3500 

Churchill  Downs  502-636-4400 


309  East  Paces  Ferry  Road  NE,  Atlanta,  GA  30305 

8774  Yates  Drive,  Westminster,  CO  80030 

1231  Greenway  Drive,  Suite  800,  Irving,  TX  75038 

7  Penn  Plaza,  Suite  422,  New  York,  NY  10001 

901  Explorer  Boulevard,  Huntsville,  AL  35806 

10089  Lee  Highway,  Fairfax,  VA  22030 

2911  Peach  Street,  Wisconsin  Rapids,  Wl  54495 

301  Brannan  Street,  San  Francisco,  CA  94107 

35  South  Service  Road,  Plainview,  NY  11803 

50  Kennedy  Plaza,  Suite  1250,  Providence,  Rl  02903 

8561  154th  Avenue  NE,  Redmond,  WA  98052 

2428  Ontario  Street,  Burbank,  CA  91504 

5660  Central  Avenue,  Boulder,  CO  80301 

608  Allen  Street,  Jamestown,  NY  14701 

941  North  Meridian  Street,  Indianapolis,  IN  46204 

815  Pilot  Road,  Suite  G,  Las  Vegas,  NV  89119 

2229  112th  Avenue  NE,  Bellevue,  WA  98004 

780  Third  Avenue,  New  York,  NY  10017 

1801  Elmwood  Avenue,  Buffalo,  NY  14207 

840  Lily  Lane,  Grand  Rapids,  MN  55744 

4070  East  Paris  Avenue,  Kentwood,  Ml  49512 

15  Dunwoody  Park  Drive,  Suite  100,  Atlanta,  GA  30338 


10  Thurber  Boulevard,  Smithfield,  Rl  02917 

4545  West  Brown  Deer  Road,  Milwaukee,  Wl  53223 

12050  Lone  Peak  Parkway,  Draper,  UT  84020 

300  Industrial  Boulevard  NE,  Minneapolis,  MN  55413 

3333  Lenox  Avenue,  Jacksonville,  FL  32254 

2100  Milvia  Street,  Berkeley,  CA  94704 

1000  Park  Drive,  Lawrence,  PA  15055 

500  North  Akard,  Suite  4500,  Dallas,  TX  75201 

3131  Zanker  Road,  San  Jose,  CA  95134 

300  Jubilee  Drive,  Peabody,  MA  01960 

2407  West  24th  Street,  Kearney,  NE  68847 


1400  Union  Meeting  Road,  Blue  Bell,  PA  19422 

60  Decibel  Road,  State  College,  PA  16801 

1100  North  Glebe  Road,  Arlington,  VA  22201 

400  N  Sam  Houston  Parkway  E,  Suite  400,  Houston,  TX  77060 

11300  Ninth  Street  North,  St  Petersburg,  FL  33716 

3710  Rawlins  Street,  Suite  1600,  Dallas,  TX  75219 

2401  21st  Ave.  South,  Suite  200,  Nashville,  TN  37212 

500  State  Street,  Chicago  Heights,  IL  60411 

8100  Mitchell  Road,  Eden  Prairie,  MN  55344 

2450-90  First  Avenue,  Huntington,  WV  25703 

50  Braintree  Hill  Park,  Braintree,  MA  02184 

PO  Box  1137,  Merrimack.  NH  03054 

1100  North  Washington  Street,  Delphi,  IN  46923 

700  Central  Avenue,  Louisville,  KY  40208 


aaronrents.com 

abacus-direct.com 

acecashexpress.com 

acrt.com 

adtran.com 

advcom.com 

advlearn.com 

advent.com 

aeroflex.com 

afcweb.com 

alcide.com 

alignrite.com 

skill-crane.com 

americanlocker.com 

anlt.com 

aris.com 
asisolutions.com 

asvi.com 

autocam.com 

easycare.com 


bacouusa.com 

badgermeter.com 

bmed.com 

thebarbers.com 

bntt.com 

barra.com 

blackbox.com 

blanch.com 

boole.com 

bostonacoustics.com 

buckle.com 
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A 


/j£tl  onager 

year  2000 


Free  Multimedia 
Demo  CD.  Call 
1-877-MANAGE  IT 
(626-2434), 
ext  950,  or  visit 
www.gartner.com/ 
rtmanager 


If  you  believe  that  your  organization  may  be  at  risk,  or  that  your  SEC  reporting 
on  Y2K  may  be  incomplete,  then  GartnerGroup  has  the  solution  for  you. 

GartnerGroup's  Risk  Manager  for  Year  2000  is  the  only  softv/are  available  that 
allows  you  to  collect  and  analyze  data  covering  every  aspect  of  your  organization's  Year 
2000  efforts  —  even  after  the  millennium  hits.  And  it's  the  only  software  that  helps  you 
manage  and  report  on  compliance,  risk,  costs  and  accuracy  of  information  on  the  year 
2000  problem  across  your  entire  enterprise,  supply  chain  and  customers. 

Your  company  may  not  know  exactly  what  will  happen  when  Y2K  hits,  but  with  Risk 
Manager  for  Year  2000,  you  —  and  the  SEC  —  will   ~^^      » 
know  exactly  what  you're  doing  to  prepare  for  it.  V*/  VJ3T  tnGrCjrOUP 


/  'IT 
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BEST 

SMALL 

COMPANIES 

COMPANY 

PHONE 

ADDRESS 

WEB  SITE  (www.) 

CMAC  Investment 

Coastcast 

Coldwater  Creek 

Colorado  MEDtech 

Complete  Business  Solutions 

Computer  Management  Sciences 

Concord  EFS 

Consolidated  Products 

Cort  Business  Services 

CorVel 

Covenant  Transport 

Crossmann  Communities 

CryoLife 

Cybex  Computer  Products 


Datastream  Systems 

Day  Runner 

Del  Laboratories 

Deltek  Systems 

Dialogic 

Drew  Industries 

Dril  Quip 

DSP  Communications 

Ducommun 

Duff  &  Phelps  Credit  Rating 


Electro  Rent 
Etec  Systems 


FactSet  Research  Systems 
Fair,  Isaac  &  Co 
First  Commonwealth 
First  Years 
Forrester  Research 
FPIC  Insurance  Group 
FYI 


Gadzooks 

Gardner  Denver 

General  Employment  Enterprises 

Gentex 

Global  Payment  Technologies 

Great  Plains  Software 

Grow  Biz  International 

Gulf  Island  Fabrication 


215-564-6600 
310-638-0595 
208-263-2266 
303-530-2660 
248-488-2088 
904-737-8955 
901-371-8000 
317-633-4100 
703-968-8500 
949-851-1473 
423-821-1212 
317-843-9514 
770-419-3355 
256-430-4000 


864-422-5001 
714-680-3500 
516-844-2020 
703-734-8606 
201-993-3000 
914-428-9098 
713-939-7711 
408-777-2700 
562-624-0800 
312-368-3100 


818-786-2525 
510-783-9210 


203-863-1500 
415-472-2211 
312-644-1800 
508-588-1220 
617-497-7090 
800-741-3742 
214-953-7555 


972-307-5555 
217-222-5400 
630-954-0400 
616-772-1800 
516-256-1000 
701-281-0550 
612-520-8500 
504-872-2100 


1601  Market  Street,  Philadelphia,  PA  19103 

3025  East  Victoria  Street,  Rancho  Dominguez,  CA  90221 

One  Coldwater  Creek  Drive,  Sandpoint,  ID  83864 

6175  Longbow  Drive,  Boulder,  CO  80301 

32605  W  Twelve  Mile  Rd.,  Suite  250,  Farmington  Hills,  Ml  48334 

8133  Baymeadows  Way,  Jacksonville,  FL  32256 

2525  Horizon  Lake  Drive,  Suite  120,  Memphis,  TN  38133 

36  South  Pennsylvania  Street,  Indianapolis,  IN  46204 

4401  Fair  Lakes  Court,  Suite  300,  Fairfax,  VA  22033 

2010  Main  Street,  Suite  1020,  Irvine,  CA  92614 

400  Birmingham  Highway,  Chattanooga,  TN  37419 

9202  North  Meridian,  Suite  300,  Indianapolis,  IN  46260 

1655  Roberts  Boulevard  NW,  Kennesaw,  GA  30144 

4991  Corporate  Drive,  Huntsville.  AL  35805 


50  Datastream  Plaza,  Greenville,  SC  29605 

15295  Alton  Parkway,  Irvine.  CA  92618 

178  EAB  Plaza,  Uniondale,  NY  11556 

8280  Greensboro  Drive,  Suite  300,  McLean,  VA  22102 

1515  Route  10,  Parsippany,  NJ  07054 

200  Mamaroneck  Avenue,  White  Plains,  NY  10601 

13550  Hempstead  Highway,  Houston,  TX  77040 

20300  Stevens  Creek  Blvd.,  Suite  465,  Cupertino,  CA  95014 

111  West  Ocean  Blvd.,  Suite  900,  Long  Beach,  CA  90802 

55  East  Monroe  Street,  Chicago,  IL  60603 


6060  Sepulveda  Boulevard.  Van  Nuys,  CA  91411 
26460  Corporate  Avenue.  Hayward.  CA  94545 


One  Greenwich  Plaza,  Greenwich,  CT  06830 

120  North  Redwood  Drive,  San  Rafael,  CA  94903 

444  North  Wells  Street,  Suite  600,  Chicago,  IL  60610 

One  Kiddie  Drive,  Avon,  MA  02322 

1033  Massachusetts  Avenue,  Cambridge,  MA  02138 

1000  Riverside  Avenue,  Suite  800,  Jacksonville,  FL  32204 

3232  McKmney  Avenue,  Suite  900.  Dallas,  TX  75204 


4121  International  Parkway,  Carrollton.  TX  75007 

1800  Gardner  Expressway,  Quincy.  IL  62301 

One  Tower  Lane,  Suite  2100,  Oakbrook  Terrace,  IL  60181 

600  North  Centennial  Street.  Zeeland.  Ml  49464 

20  East  Sunrise  Hwy,  Suite  201,  Valley  Stream,  NY  11581 

1701  Southwest  38th  Street,  Fargo,  ND  58103 

4200  Dahlberg  Drive,  Minneapolis.  MN  55422 

583  Thompson  Road,  Houma.  LA  70363 


cmacmi.com 

coastcastcorp.com 

coldwater-creek.com 

cmed.com 

cbsinc.com 

cmsx.com 

efsnb.com 

steaknshake.com 

cortl.com 

corvel.com 

covenanttransport.com 

croscom.com 

cryolife.com 

cybex.com 

dstm.com 

dayrunner.com 

dellabs.com 

deltek.com 

dialogic.com 


dspc.com 

ducommun.com 

dcrco.com 


electrorent.com 
etec.com 


factset.com 
fairisaac.com 


forrester.com 

fpic.com 

fyii.com 


;T 


gadzooks.com 

gardnerdenver.com 

generalemployment.com 

gentex.com 

gptx.com 

gps.com 

gbizl.com 

gulfisland.com 
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Hall  Kinion  &  Associates 
Jack  Henry  &  Associates 
Hibbett  Sporting  Goods 
Holophane 


IHOP 

Impco  Technologies 

Information  Mgmt  Resources 

infoUSA 

International  Speedway 

Interstate  Natl  Dealer  Services 

Investors  Title 

ITT  Educational  Services 

i2  Technologies 


JDA  Software  Group 
Jones  Pharma 


K&G  Men's  Center 
Kaynar  Technologies 
Kenneth  Cole  Productions 
Knight  Transportation 
Koala 
Kronos 


Lancer 

Legato  Systems 

Level  One  Communications 

Lifeline  Systems 

LoJack 

LSI  Industries 


MacDermid 

Market  Facts 

Mastech 

Media  Arts  Group 

Medialink  Worldwide 

Medical  Assurance 

Melita  International 

Mesaba  Holdings 

Metro  Information  Services 

Micrel 

Micros  Systems 


408-863-5600  19925  Stevens  Creek  Blvd.,  Suite  180,  Cupertino  CA  95014 

417-235-6652  PO  Box  807,  Monett,  MO  65708 

205-942-4292  451  Industrial  Lane,  Birmingham,  AL  35211 

614-224-3134  250  East  Broad  Street,  Suite  1400,  Columbus,  OH  43215 


818-240-6055  525  North  Brand  Boulevard,  Glendale,  CA  91203 

562-860-6666  16804  Gridley  Place,  Cerritos,  CA  90703 

813-797-7080  26750  US  Hwy  19  North,  Suite  500,  Clearwater,  FL  33761 

402-596-8900  5711  South  86th  Circle,  Omaha,  NE  68127 

904-254-2700  1801  W  International  Speedway  Blvd.,  Daytona  Beach,  FL  321 14 

516-228-8600  333  Earle  Ovington  Blvd.,  Suite  700,  Mitchel  Field,  NY  11553 

919-968-2200  121  North  Columbia  Street,  Chapel  Hill,  NC  27514 

317-594-9499  5975  Castle  Creek  Pkwy,  N  Drive,  Indianapolis,  IN  46250 

214-860-6000  909  East  Las  Colinas  Boulevard,  Irving,  TX  75039 


602-404-5500      11811  N  Tatum  Blvd.,  Suite  2000,  Phoenix,  AZ  85028 
314-576-6100      1945  Craig  Road,  St  Louis,  MO  63146 


404-351-7987  1225  Chattahoochee  Avenue  NW,  Atlanta,  GA  30318 

714-712-4900  500  North  State  College  Boulevard,  Orange,  CA  92868 

212-265-1500  152  West  57th  Street,  New  York,  NY  10019 

602-269-2000  5601  West  Buckeye  Road,  Phoenix,  AZ  85043 

303-574-1000  1 1600  East  53rd  Avenue,  Unit  D,  Denver,  CO  80239 


781-890-3232      400  Fifth  Avenue,  Waltham, 


02154 


210-310-7000  6655  Lancer  Boulevard,  San  Antonio,  TX  78219 

650-812-6000  3210  Perter  Drive,  Palo  Alto,  CA  94304 

916-855-5000  9750  Goethe  Road,  Sacramento,  CA  95827 

617-679-1000  640  Memorial  Drive,  Cambridge,  MA  02139 

781-326-4700  333  Elm  Street,  Dedham,  MA  02026 

513-793-3200  10000  Alliance  Road,  Cincinnati,  OH  45242 


203-575-5700  245  Freight  Street,  Waterbury,  CT  06702 

847-590-7000  3040  West  Salt  Creek  Lane,  Arlington  Heights,  IL  60005 

412-787-2100  1004  McKee  Road,  Oakdale,  PA  15071 

408-324-2020  521  Charcot  Avenue,  San  Jose,  CA  95131 

212-682-8300  708  Third  Avenue,  New  York,  NY  10017 

205-877-4400  100  Brookwood  Place,  Birmingham,  AL  35209 

770-239-4000  5051  Peachtree  Corners  Circle,  Norcross,  GA  30092 

612-726-5151  7501  26th  Avenue  South,  Minneapolis,  MN  55450 

757-486-1900  200  Golden  Oak  Court,  Virginia  Beach,  VA  23452 
408-944-0800  '   1849  Fortune  Drive,  San  Jose,  CA  95131 

301-210-6000  12000  Baltimore  Avenue.  Beltsville,  MD  20705 


hallkinion.com 
jackhenry.com 
hibbett.com 


ihop.com 

impcotechnologies.com 

imr.com 

infousa.com 

daytonausa.com 

inds.com 

lawsight.com 

itttech.edu 

i2.com 


jda.com 
jmedpharma.com 


kgmens.com 

kaynar.com 

kencole.com 

knighttransportation.com 

koalabear.com 

kronos.com 


lancercorp.com 

legato.com 

levell.com 

lifelinesys.com 

lojack.com 


macdermid.com 

marketfacts.com 

mastech.com 

mediaarts.com 

medialink.com 

medicalassurance.com 

melita.com 

mesaba.com 

metrois.com 

micrel.com 

micros.com 
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Midcoast  Energy  Resources 

Mity-Lite 

MTS  Systems 

713-650-8900 
801-224-0589 
612-937-4000 

1100  Louisiana  Street,  Suite  2950,  Houston,  TX  77002 

1301  West  400  North,  Orem,  UT  84057 

14000  Technology  Drive,  Eden  Prairie,  MN  55344 

mitylite.com 
mts.com 

w 

National  Dentex 

508-358-4422 

526  Boston  Post  Road,  Wayland,  MA  01778 

nadx.com 

National  Instruments 
National  RV  Holdings 

512-794-0100 
909-943-6007 

11500  North  Mopac  Expressway,  Bldg.  B,  Austin,  TX  78759 
3411  North  Perris  Boulevard,  Perris,  CA  92571 

natinst.com 
nrvh.com 

Nature's  Sunshine  Products 

801-342-4300 

75  East  1700  South,  Provo,  UT  84606 

nsponline.com 

Ninety-nine  Cents  Only  Stores 
Nobility  Homes 

213-980-8145 
352-732-5157 

4000  Union  Pacific  Avenue,  Commerce,  CA  90023 
3741  Southwest  Seventh  Street,  Ocala,  FL  34474 

( 

% 

Ocular  Sciences 

650-583-1400 

475  Eccles  Ave,  South  San  Francisco,  CA  94080 

On  Assignment 

818-878-7900 

26651  West  Agoura  Road,  Calabasas,  CA  91302 

assignment.net 

Ontrack  Data  International 

612-937-5161 

6321  Bury  Drive,  Suites  13-21,  Eden  Prairie,  MN  55346 

ontrack.com 

Orthodontic  Centers  of  America 

904-280-4500 

5000  Sawgrass  Village  Circle,  Ponte  Vedra  Beach,  FL  32082 

ocai.com 

I 

> 

f 

Pacific  Sunwear  of  California 

714-693-8066 

5200  East  La  Palma  Avenue,  Anaheim,  CA  92807 

pacificsunwear.com 

PAM  Transportation  Services 
Pediatrix  Medical  Group 

501-361-9111 
954-384-0175 

Highway  412  West,  Tontitown,  AR  72770 

1455  North  Park  Drive,  Fort  Lauderdale,  FL  33326 

pediatrix.com 

Penn  Engineering  &  Manufacturing 
Pharmaceutical  Product  Development 

215-766-8853 
910-251-0081 

PO  Box  1000,  Danboro,  PA  18916 

3151  South  17th  Street  Extension,  Wilmington,  NC  28412 

ppdpharmaco.com 

Philadelphia  Consolidated  Holding 
Plantronics 

610-617-7900 
831-426-5858 

One  Bala  Plaza,  Suite  100,  Bala  Cynwyd,  PA  19004 
345  Encinal  Street,  Santa  Cruz,  CA  95060 

phlyins.com 
plantronics.com 

Pre-Paid  Legal  Services 

580-436-1234 

321  East  Main  Street,  Ada,  OK  74821 

pplsi.com 

Premisys  Communications 
Project  Software  &  Development 
PVC  Container 

510-353-7600 
781-280-2000 
732-542-0060 

48664  Milmont  Drive,  Fremont,  CA  94538 

100  Crosby  Drive,  Bedford,  MA  01730 

401  Industrial  Way  West,  Eatontown,  NJ  07724 

premisys.com 
psdi.com 

( 

\ 

QRS 
Quiksilver 

510-215-5000 
949-645-1395 

1400  Marina  Way  South,  Richmond,  CA  94804 
1740  Monrovia  Avenue,  Costa  Mesa,  CA  92627 

qrs.com 
quiksilver.com 

Quipp 

305-623-8700 

4800  Northwest  157th  Street,  Miami,  FL  33014 

quipp.com 

1 

n 

RCM  Technologies 

609-486-1777 

2500  McClellan  Ave,  Suite  350,  Pennsauken,  NJ  08109 

rcmt.com 

RehabCare  Group 
Renal  Care  Group 

314-863-7422 
615-345-5500 

7733  Forsyth  Boulevard,  Suite  1700,  St  Louis.  MO  63105 
2100  West  End  Avenue,  Suite  800,  Nashville,  TN  37203 

rehabcare.com 
renalcaregroup.com 

ResMed 

Resource  Bancshares  Mortgage 

Richton  International 

619-689-2400 
803-741-3000 
212-751-1445 

10121  Carroll  Canyon  Road,  San  Diego,  CA  92131 
7909  Parklane  Road,  Columbia,  SC  29223 
767  Fifth  Avenue,  6th  Floor,  New  York,  NY  10153 

resmed.com 
rbmg.com 

Roanoke  Electric  Steel 

540-342-1831 

102  Westside  Boulevard  Northwest,  Roanoke,  VA  24017 

RWD  Technologies 

410-730-4377 

10480  Little  Patuxent  Pkwy.  Suite  120,  Columbia,  MD  21044 

rwd.com 

I 
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Safeskin 
St  John  Knits 

619-794-8111 

12671  High  Bluff  Drive,  San  Diego,  CA  92130 

safeskin.com 

949-863-1171 

17422  Derian  Avenue,  Irvine,  CA  92614 

Sanchez  Computer  Associates 

610-296-8877 

40  Valley  Stream  Parkway,  Malvern,  PA  19355 

sanchez.com 

Sapient 

617-621-0200 

One  Memorial  Drive,  Cambridge,  MA  02142 

sapient.com 

SBS  Technologies 

505-875-0600 

2400  Louisiana  Blvd.  NE  #5  -  600,  Albuquerque,  NM  87110 

sbs.com 

SCB  Computer  Technology 

901-754-6577 

1365  West  Brierbrook  Road,  Memphis,  TN  38138 

scb.com 

Seamed 

425-867-1818 

14500  Northeast  87th  Street,  Redmond,  WA  98052 

seamed.com 

Serologicals 

404-296-5595 

780  Park  North  Blvd.,  Suite  110,  Clarkston,  GA  30021 

serologicals.com 

Silverleaf  Resorts 

214-631-1166 

1221  Riverbend  Drive,  Suite  120,  Dallas,  TX  75247 

silverleafresorts.com 

Simpson  Manufacturing 

925-460-9912 

4637  Chabot  Drive,  Suite  200,  Pleasanton,  CA  94588 

strongtie.com 

Sonic 

405-280-7654 

101  Park  Avenue,  Oklahoma  City,  OK  73102 

sonicdrivein.com 

Southwest  Securities  Group 

214-651-1800 

1201  Elm  Street,  Suite  3500,  Dallas,  TX  75270 

southwestsecurities.com 

Strattec  Security 

414-247-3333 

3333  West  Good  Hope  Road,  Milwaukee,  Wl  53209 

Strayer  Education 

703-892-5100 

1025  15th  Street  Northwest,  Washington,  DC  20005 

strayeredu.com 

Sun  Hydraulics 

941-362-1200 

1500  West  University  Parkway,  Sarasota,  FL  34243 

sunhydraulics.com 

Supertax 

408-744-0100 

1235  Bordeaux  Drive,  Sunnyvale,  CA  94089 

supertex.com 

Supreme  Industries 

219-642-3070 

65140  US  33  East,  Goshen,  IN  46528 

supremeind.com 

Supreme  International 

305-592-2830 

3000  Northwest  107th  Avenue,  Miami,  FL  33172 

supreme.com 

Syntel 

248-619-2800 

2800  Livernois  Road,  Suite  400,  Troy,  Ml  48083 

syntelinc.com 

Tarrant  Apparel  Group 

213-780-8250 

3151  East  Washington  Boulevard,  Los  Angeles,  CA  90023 

Tech-Ops  Sevcon 

617-523-2030 

One  Beacon  Street,  Boston,  MA  02108 

Techne 

612-379-8854 

614  McKinley  Place  Northeast,  Minneapolis,  MN  55413 

techne.com 

Tetra  Tech 

626-351-4664 

670  North  Rosemead  Boulevard,  Pasadena,  CA  91107 

tetratech.com 

Theragenics 

770-271-0233 

5325  Oakbrook  Parkway,  Norcross,  GA  30093 

theragenics.com 

Timberline  Software 

503-690-6775 

15195  NW  Greenbriar  Parkway,  Beaverton,  OR  97006 

timberline.com 

Tollgrade  Communications 

724-274-2156 

493  Nixon  Road,  Cheswick,  PA  15024 

tollgrade.com 

Total  Control  Products 

708-345-5500 

2001  North  Janice  Avenue,  Melrose  Park,  IL  60160 

total-control.com 

Transaction  Network  Services 

703-453-8300 

1939  Roland  Clarke  Place,  Reston,  VA  20191 

tnsi.com 

Travis  Boats  &  Motors 

512-347-8787 

5000  Plaza  on  the  Lake,  Suite  250,  Austin,  TX  78746 

travisboats.com 

TSR 

516-231-0333 

400  Oser  Avenue,  Hauppauge,  NY  11788 

tsrconsulting.com 

1 

% 

9 

Urban  Outfitters 

215-564-2313 

1809  Walnut  Street,  Philadelphia,  PA  19103 

1 

Veritas  Software 

650-335-8000 

1600  Plymouth  Street,  Mountain  View,  CA  94043 

veritas.com 

Viasat 

760-438-8099 

2290  Cosmos  Court,  Carlsbad,  CA  92009 

viasat.com 

Vivid  Technologies 

781-938-7800 

10  East  Commerce  Way,  Woburn,  MA  01801 

vividusa.com 
wackenhut.com 

V 

Wackenhut  Corrections 

561-622-5656 

4200  Wackenhut  Dr.  #100,  Palm  Beach  Gardens,  FL  33140 

Whittman-Hart 

312-922-9200 

311  South  Wacker  Dr.,  Suite  3500,  Chicago,  IL  60606 

whittman-hart.com 

Willis  Lease  Finance 

415-331-5281 

2320  Marinship  Way,  Suite  300,  Sausalito,  CA  94965 

wlfc.com 

Xeta 

■ 

918-664-8200 

4500  South  Garnett  Rd„  Suite  1000,  Tulsa,  OK  74146 

Zebra  Technologies 

847-634-6700 

333  Corporate  Woods  Pkwy,  Vernon  Hills,  IL  60061 

zebra.com 
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When  Sony  or  Matsushita  or  other  Japanese  firms  hire  engineers  these  days,  it's 
not  always  for  lifetime  employment.  Meitec  is  bringing  outsourcing  to  Japan. 


Out— what??? 


By  Neil  Weinberg 


In  these  lousy  economic  times 
Japan's  top  employer  of  fresh  college 
grads  this  year  isn't  Sony,  Toyota  or 
Hitachi.  It's  a  firm  from  Nagoya 
called  Meitec. 

Meitec,  which  joins  the  Forbes  100 
Foreign  Small  Companies  list  for  the 
first  time,  doesn't  make  anything.  It 
doesn't  flip  burgers  or  flog  financial 
services.  What  it  does  do  is  very 
American — provide  outsourced  engi- 
neering work.  It  supplies  teams  of 
engineers  to  Sony,  Toyota,  Hitachi 
and  many  other  big  firms. 

Japan's  official  unemployment  rate, 
at  4.3%,  is  at  a  50-year  high.  Throw  in 
idle  employees  at  layoff- averse  compa- 
nies and  the  rate  is  more  like  10%,  fig- 
ures Dai-ichi  Life  Research  Institute. 
Given  such  inflexibility,  it's  no  surprise 
that  Japanese  workers  are  a  quarter 
less  productive  than  Americans. 

Not  at  Meitec,  where  worker  uti- 
lization is  close  to  100%.  This  spring 
the  firm  took  on  905  college  grads 
and  posted  its  fifth  straight  profit 
gain,  with  a  50%  rise,  to  a  record  $28 
million.  Revenues  climbed  22%,  to 
$447  million.  The  recession  has 
slowed  growth  in  the  current  fiscal 
quarter.  But  the  firm  still  expects  solid 
gains  in  revenues  and  operating  prof- 


its for  the  year  through  next  March. 

Meitec's  secret?  It's  part  of  a  larger 
corporate  wave  that's  turning  Japan 
from  a  land  of  rigid,  high-cost  lifetime 
employees  into  a  nation  where  skilled 
workers  migrate  with  jobs.  The  local 
market  for  engineering  outsourcing 
should  grow  10%  annually  over  the 
next  five  years,  reports  Noboru 
Terashima,  an  analyst  at  Goldman, 
Sachs  (Japan).  Meitec,  he  believes, 

Meitec  is  helping  to 

shake  up  the  way  Japan 

is  doing  business. 


will  expand  nearly  twice  as  fast,  thanks 
to  a  highly  skilled  work  force. 

Consider  Meitec  client  Canon, 
Inc.,  the  maker  of  cameras,  copiers 
and  other  precision  electronics.  One 
recent  project  required  Canon  to 
quickly  turn  out  a  new  stepper,  a 
$4.2  million  device  used  to  make 
semiconductors.  "Until  recently  we 
did  such  work  ourselves,  but  technol- 
ogy is  changing  so  quickly  that  we 
can  no  longer  afford  to  wait  until  our 
engineers  are  available,"  says  Akiyoshi 


Moroe,  a  human  resources  executive. 
Once  Canon  engineers  had  drafted 
the  basics,  they  brought  in  Meitec  to 
help  design  components. 

It's  a  far  cry  from  Meitec's  in- 
auspicious start.  When  Fusaro 
Sekiguchi,  a  small-time  Nagoya  man- 
ufacturer, founded  the  firm  in  1974, 
lifetime  employment  was  a  birthright. 
His  seven-man  shop  subsisted  on 
menial  design  work.  His  big  break 
came  in  the  giddy  1980s  when  labor- 
short  Japan  was  desperate  for  temps. 

But  like  many  Japanese  executives 
at  the  time,  Sekiguchi  overplayed  his 
hand.  He  took  on  hundreds  of  mini- 
mally skilled  technicians  and  let  his 
headquarters  staff  swell  to  900,  or 
16%  of  Meitec's  total  payroll.  When 
the  bubble  economy  deflated,  so  did 
demand  for  his  workers.  Meitec  fell 
into  the  red  in  the  year  through 
March  1993.  Unfazed,  Sekiguchi 
used  companv  funds  to  buy  a 
$110,000  table  for  Meitec's  board- 
room that  once  was  used  by  a  British 
prime  minister  and  snapped  up  a 
Bugatti  limousine. 

Meitec's  board  took  the  unusual 
step  of  canning  him  in  July  1996 — 
after  Sekiguchi  proposed  diversifying 
into  racehorses.  He  soon  lost  his 
board  seat  as  well  after  taking  a  swing 
at  Meitec's  new  second-in-command. 
In  came  Mitsuo  Ohtsuki,  a  no-non- 
sense physicist  trained  at  the  Univer- 
sity of  Chicago.  He  slashed  staff  at 
headquarters  by  75%  and  halved 
administrative  expenses  to  18%  of 
sales.  Meitec's  operating  margin  rose 
70%  in  the  two  years  through  March, 
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Cracks  in  the  iron  rice  bowl 

Even  by  Japan's  deceptively  low  measure,  the  jobless 
rate  is  now  higher  among  its  male  work  force  than 
among  U.S.  males. 

Bad  news  for  the  people  laid  off,  good  news  for 
Japan's  long-range  prospects.  Tough  times  are  forcing 
managers,  workers  and  even  bureaucrats  to  try  to 
improve  on  low  productivity  and  create  a  more  mobile 
labor  market. 

In  October  computer  maker  Fujitsu  switched  its 


46,000  Japanese  employees  to  incentive  pay.  The  compa- 
ny is  ranking  jobs  by  importance  and  grading  each 
worker's  performance.  Highfliers  get  big  bonuses  and 
quick  promotions.  Stragglers  will  suffer  once-unheard-of 
pay  cuts.  Trading  house  Mitsui  &  Co.  plans  to  implement 
similar  policies  next  year.  Scores  of  others  have  recendy 
begun  introducing  stock  options  and  other  incentives. 
Flexibility-  is  coming  to  Japan  Inc.  Take  Matsushita 
Electric  Industrial,  the  world's  largest  consumer-elec- 
tronics maker.  Matsushita  reorganized  its  semiconductc 
r&d  department  last  year  to  develop  chips  for  advancec 
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o  17%.  Employee  turnover  is  down 
i-om  17%  to  6%. 

Ohtsuki's  plan  to  help  Meitec  sur- 
vive Japan's  endless  recession:  assem- 

le  the  best  possible  teams  of  engi- 
lcers.  Over  90%  of  new  hires  in  the 

ast  three  years  have  at  least  four- 
rear  university  degrees,  versus  30%  in 
he  late  1980s.  It's  showing  results. 
\'o\v  most  of  Meitec's  business 
:omes  from  sending  teams  to  take  on 
rntire  design  jobs — where  margins 
ire  highest.  Recent  example:  helping 

top  semiconductor  maker  quickly 


diversify  out  of  the  depressed 
memory  business  by  developing 
complex  new  systems  on  a  chip.  It's 
also  taking  on  big  design  projects 
with  aerospace  companies. 

Ohtsuki  is  willing  to  pay  for  per- 
formance.. Meitec  salaries  and  bene- 
fits are  comparable  to  those  his  clients 
offer  their  top  engineers;  profit  shar- 
ing can  exceed  10%  of  an  employee's 
salary — and  will  rise  to  25%.  That 
means  a  talented  early-30s  engineer 
can  easily  out-earn  a  laggard  several 
years    his    senior — sacrilege    under 


seniority  pay  plans.  Another  good 
omen  for  the  Tokyo  Stock  Exchange - 
listed  firm:  Meitec's  11  directors  and 
51  sales  office  heads  recently  received 
stock  options. 

Four  years  ago,  when  Meitec  began 
using  the  English  word  "outsourcing," 
the  local  press  was  baffled.  "Do  you 
mean  outsewing?"  asked  one  reporter. 
These  days  the  term  is  splashed  all  over 
the  business  press,  though  Ohtsuki 
says  it's  still  an  uphill  battle  getting 
many  big  firms  to  recognize  the  bene- 
fits. Give  'em  time.  an 


oducts  like  digital  TVs.  One-third  of  the  group's  1,500 
vorkers  are  on  the  payroll  of  Meitec  (see  story)  and  other 
:ngineering  specialists.  After  decades  of  designing  every  - 
hing  for  itself,  Matsushita  is  learning  about  outsourcing. 

More  startling  still,  even  the  sclerotic  Labor  Ministry 
nay  be  taking  a  whack  at  lifetime  employment  by  making 
t  easier  to  hire  temporary  workers,  now  restricted  to  26 
ategories.  The  temp  business,  though  only  a  fraction  the 
ize  of  the  U.S  temp  market,  is  growing  at  double-digit 

tes  and  employs  720,000  people. 

Pasona,  Japan's  top  temp  agency  (Forbes,  Oct.  23, 


7995),  has  applied  under  the  Big  Bang  financial  liberal- 
ization to  offer  Japan's  first-ever  401(k)-style  pensions. 
Such  plans  make  it  far  easier  for  people  to  carry  bene- 
fits with  them  to  a  new  job. 

In  another  closely  watched  move,  Matsushita  this 
year  offered  new  workers  a  choice  of  conventional 
retirement  benefits  or  larger  basic  salaries.  Some  40% 
chose  the  latter,  shrugging  off  one  of  lifetime  employ- 
ment's firmest  bonds. 

Japan  may  not  be  changing  fast  enough  to  satisfy  us 
impatient  Americans,  but  it  is  changing.       -N. W.    WM 
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BEST      SMALL      COMPANIES 

America  may  be  the  home  of  entrepreneurship,  but  we  haven't  got  it  all. 


The  global  100 


By  John  H.  Christy 


While  elsewhere  they  have  a  harder  time  getting 
money  and  markets,  entrepreneurial  companies  are 
no  U.S.  monopoly.  Using  the  Worldscope  data- 
base, we  identified  the  companies  shown  in  the 
accompanying  table  as  the  100  fastest-growing 
small  companies  in  the  world.  In  this  context, 
"small"  means  between  $50  million  and  $500  mil- 
lion in  annual  sales.  Companies  must  also  have 
posted  return  on  equity  of  at  least  8%  in  the  latest 
fiscal  year. 

As  in  past  years,  U.K.-based  firms  lead  the  list, 
with  19  entries.  (No  surprise,  since  British 
investors  have  long  been  fairly  receptive  to  small- 
er companies.)  A  total  of  29  countries  are  repre- 
sented, with  19  companies  based  in  emerging 
markets. 

About  one-quarter  of  those  on  the  list  are 


involved  in  electronics,  communications  or  com-l 
puter  software  or  services.  Among  them,  Admiraj 
Pic.  in  the  U.K.  and  Ordina  Beheer  nv  of  the 
Netherlands  provide  IT  consulting  services,  anc 
Britain's  Psion  makes  a  well-known  line  of  hand } 
held  computers. 

But  abroad,  as  at  home,  there  are  opportunities! 
in  low  tech  as  well  as  in  high  tech.  PizzaExpress  in| 
the  U.K.  and  Spain's  TelePizza  are  both  cashing 
in  on  Europe's  growing  appetite  for  that  popular 
fast  food. 

According  to  Lipper  Analytical  Services,  there  are 
now  almost  70  mutual  funds  specializing  in  foreigrj 
small-capitalization  stocks.  And  here's  a  pleasanij 
surprise:  Through  early  October  these  funds  were 
holding  up  well  in  a  market  that  has  been  devastat-i 
ing  to  most  U.S.  small-cap  stocks. 
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BEST      SMALL      COMPANIES 


COMPANY/business  COUNTRY 


Aalberts  Industries/industrial  products  Netherlands 

Adcock-lngrain/health  care  products  South  Africa 

Admiral/information  technology  services  UK 

Allgon/communications  equipment  Sweden 

Altran  Technologies/engineering  consulting  France 

API  Group/paper  &  packaging  UK 

Ashtead  Group/machinery  rental  &  leasing  UK 

Aspoyhtyma/electronics  Finland 

Athens  Medical  Center/hospitals  &  clinics  Greece 

Avimo  Group/precision  optical  equipment  Singapore 

Azkoyen/manufactures  vending  machines  Spain 

Bank  Rozwoju  Eksportu/bank  Poland 

Banmedica/pension  plans;  health  insurance  Chile 

Barlo  Group/radiators;  plastic  packaging  Ireland 

Bellsystem24/telemarketing  services  Japan 

Bodycote  Intl/metal  products;  protective  clothing      UK 

Boewe  Systec/office  supplies  Germany 

Brederode/chemicals;  financial  services  Belgium 

Brioche  Pasquier/baked  goods  France 

BUT/department  stores  France 

Canada  Bread  Company/baked  goods  Canada 

Capita  Group/business  services  UK 

Cementos  Portland/cement  Spain 

CIN/paints  &  varnishes  Portugal 

C-Mac  Industries/electronics  Canada 

Data  Modul/electronics  Germany 

Datacraft  Asia/communications  systems  Singapore 

DCS  Group/computer  software  &  services  UK 

Eczacibasi  llac/pharmaceuticals  Turkey 

EDB  Gruppen/computer  software  &  services  Denmark 

Edipresse/publishing;  on-line  services  Switzerland 

•  Elan/pharmaceuticals  Ireland 
Elec  &  Eltek  International/electronics  Singapore 

•  Engil-SGPS/construction  Portugal 
Exco  Technologies/precision  tools  Canada 

Gewiss/electrical  equipment  Italy 

GFI  Industries/automotive  equipment  France 

Goldsmiths  Group/retail  jewelry  stores  UK 

Grafton  Group/wholesale  distribution  Ireland 

Gurit-Heberlein/chemicals  Switzerland 

Hag/office  furniture  Norway 

Haldex/automobile  parts  Sweden 

Harvey  Norman  Holdings/retail  stores  Australia 

Hewden  Stuart/engineering  services  UK 

Infosys/computer  software  &  svcs  India 

IPL/plastics  &  packaging  Canada 

IRSA/real  estate  developer  Argentina 

•Johnson  Electric/auto  parts;  appliances  Hong  Kong 

Kingspan  Group/building  materials  Ireland 

Knoll  Pharmaceuticals/pharmaceuticals  India 


RECENT        LATEST 
PRICE  12-MO 

($US)  EPS 


$22.23 
2.61 
18.40 
7.16 

165.23 

5.53 

2.18 

29.91 

15.12 

1.35 

115.94 
15.63 
0.18 
0.91 

143.93 

11.52 
29.15 
182.46 
112.70 
54.53 

11.33 
9.50 
20.79 
38.56 
11.01 

37.05 
1.56 
6.67 
0.02 

48.22 

251.33 

68.29 

2.83 

7.03 
4.60 

16.71 

31.26 

2.89 

18.24 

2,026.83 

9.46 
10.33 
5.60 
2.30 
59.12 

7.12 
2.11 
1.89 
2.81 
11.17 


$1.25 
0.28 
0.34 
0.51 
3.94 

0.53 
0.17 
3.98 
0.41 
0.09 

4.33 
2.69 
0.03 
0.07 
3.24 

0.73 
1.53 
16.07 
5.81 
2.36 

0.51 
0.12 
1.71 
1.68 
0.61 

1.34 
0.07 
0.26 
0.00 
1.05 

9.63 
2.00 
0.36 
0.68 
0.36 

0.62 
2.80 
0.33 
1.47 
222.28 

0.65 
0.94 
0.17 
0.16 
1.01 

0.03 
0.31 
0.09 
0.22 
0.85 


P/E 


16.4 
12.1 
51.8 
14.4 
39.5 

9.9 
12.3 

7.0 
43.6 
17.4 

25.0 

6.1 

7.1 

12.6 

48.4 

15.3 
17.5 
10.8 
18.3 
21.7 

24.3 
74.4 
11.6 
23.9 

19.5 

26.3 
25.4 
25.0 
14.9 
47.1 

24.4 
32.2 
8.2 
10.0 
13.8 

25.8 
10.5 

8.3 
12.4 

8.5 

14.7 
11.3 
40.4 
13.5 
66.6 

11.6 
6.8 
21.6 
13.0 
15.4 


EST 
1999 
EPS 

RETURN 

ON 
EQUITY 

SALES 

NET 
INCOME 

($mil) 

$1.76 

31% 

$313 

$18.7 

0.30 

42 

400 

78.6 

-.0.51 

58 

192 

18.5 

0.67 

28 

215 

14.5 

5.77 

35 

327 
235 

29.5 
16.7 

0.86 

17 

0.25 

21 

236 

35.3 

4.81 

26 

247 

26.7 

1.21 

40 

53 

8.2 

0.10 

17 

114 

7.7 

6.53 

22 

112 

9.2 

3.40 

29 

280 

44.6 

0.04 

22 

255 

15.3 

0.11 

17 

203 

11.8 

4.59 

12 

235 
337 

12.2 
58.3 

1.02 

19 

2.67 

19 

164 

11.6 

15.30 

38 

148 

61.5 

7.71 

25 

240 

18.8 

3.04 

14 

418 
372 

22.8 
22.5 

1.00 

15 

0.18 

100  + 

283 

19.9 

2.50 

12 

281 

47.5 

4.08 

21 

136 

7.1 

0.85 

15 

299 

14.6 

2.19 

32 

73 

2.9 

0.09 

40 

143 

10.3 

0.48 

100  + 

98 

5.3 

0.01 

25 

153 

13.5 

2.06 

19 

103 

4.7 

25.21 

22 

362 

21.0 

3.79 

43 

392 

181.1 

0.43 

26 

249 

41.1 

0.89 

15 

376 

10.0 

0.45 
0.95 

16 

73 

6.1 
24.8 

27 

231 

4.23 

19 

433 

27.2 

0.44 

23 

131 

8.0 

1.94 

28 

392 

23.6 

302.40 

12 

458 
68 

20.7 
5.8 

0.85 

38 

1.26 

20 

328 

18.8 

0.19 

17 

126 

28.2 

0.23 

16 

485 

45.5 

2.12 

53 

69 

16.2 

0.71 

22 

80 

4.6 

0.24 

12 

65 

31.4 

0.12 

19 

363 

80.9 

0.31 

100  + 

363 

35.1 

0.58 

83 

63 

13.8 

MARKET 
VAL0E 


$357 
751 

1,166 
206 

1,621 

189 
661 
137 
300 
142 

247 
299 
97 
155 
720 

931 
175 
843 
364 
525 

242 
1,818 
579 
193 
286 

82 
290 
143 

55 
175 

547 

7,670 

321 

113 

88 

668 
303 
69 
294 
213 

90 

230 

1,082 

639 

947 

52 

427 

1,740 

469 

181 


Prices  as  of  Oct  2.  "Available  as  an  ADR. 

Sources:  Worldscope  and  IBES  International  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  IBES  Express. 
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Many  Fortune  500  Companies  Choose 
Retirement  Plans  From  Vanguard. 

So  Do  Companies  Of  5. 


You  don't  have  to  be  a  corporate  giant  to 
take  advantage  of  Vanguard's  low-cost 
retirement  plans  and  responsive  service. 

Vanguard  offers  a  wide  variety  of  retire- 
ment plans  to  meet  the  needs  of  any  size 
business.  Large  or  small. 

In  addition  to  significant  tax  benefits, 
these  plans  also  offer  great  flexibility, 
allowing  you  or  your  employees  to  choose 
investment  options  from  among  50 
Vanguard  funds. 

Vanguard's  Low-Cost  Advantage. 

High  costs  can  take  a  big  bite  out  of  your 
retirement  assets.  Not  with  Vanguard, 
however.  Year  after  year,  Vanguard  has 
maintained  the  lowest  costs  and  fees  in 
the  industry.  Traditionally  one  quarter  of 
the  industry  average.*  Which  means, 
more  of  your  fund's  returns  can  be  paid 
to  you.  There  are  no  loads,  12b-l  fees, 
deferred  sales  charges  or  commissions. 

Service  You  Can  Depend  On. 

Markets  change  over  time.  Tax  laws 
change.  So  do  your  retirement  investment 
needs.  That's  why  Vanguard's  staff  of 
retirement  specialists  are  on  call  from 
8  a.m.  to  6  p.m,  Monday-Friday,  to  help 
answer  all  your  questions. 


VANGUARD  OFFERS  A  VARIETY  OF 
RETIREMENT  PLANS  TO  CHOOSE  FROM 


Profit  Sharing/Money  Purchase 
Pension/40  l(k)  -  for  partnerships, 
corporations  or  professional  practices. 

SIMPLE  IRA  -  for  self-employed 
individuals  and  companies  with  100  or 
fewer  employees. 

SEP-IRA  -  offers  tax-deferred  retire 
ment  savings  for  self-employed  individ- 
uals and  small  companies. 

403(b)(7)  -  for  schools,  universities, 
hospitals,  and  other  nonprofit 
organizations. 

Or...  If  you  use  a  third-party  adminis- 
trator and  would  like  to  access  Vanguard 
Funds,  inquire  about  Vanguard's 
Retirement  Investment  Program. 


If  you  would  like  to  discuss  your  retire- 
ment plan  call  Vanguard  at  the  number 
below.  Or  visit  our  Retirement  Resource 
Center  on  the  Vanguard  website. 

We  believe  the  more  you  know  about 
investing,  the  more  you'll  want  to  know  about 
Vanguard. 


For  A  Free  Information  Kit 

Call  1-800-608-8613 


www.vanguard.com 


TH^tUisuardGROUR 


*Lipper  Analytical  Services,  Inc. 


©1998  Vanguard  Marketing  Corp.,  Distributor. 


BEST      SMALL      COMPANIES 


COMPANY/busmess 

COUNTRY 

RECENT 
PRICE 

($US) 

LATEST 

12-M0 

EPS 

P/E 

EST 

1999 
EPS 

RETURN 

ON 
EQUITY 

SALES 

NET 
INCOME 

($mil) 

MARKET 
VALUE 

Koninklijke  Ahrend/office  furniture 
Kordsa  Kord  Bezi/manufactures  tires 
Lynx  Group/computer  software  &  services 
Manitou  BF/forklifts  &  trucks 

Marschollek,  Lautenschlaeger  &  Partner/financial  svcs 

Mecatherm/industrial  machinery 
Meitec/computer  software  &  services 
Microtek  International/computer  peripherals 
Mitie  Group/building  maintainence  services 
Mota/construction 

NEDAP/electronic  control  products 

Neways  Electronics  International/electronics 

Oceana  Fishing  Group/fishing 

OM  Gruppen/financial  services 

Ordina  Beheer/mformation  technology  services 

Parity/information  technology  services 
Penauille  Poly  Services/sanitation  services 
Phonak  Holding/hearing  aids 
PizzaExpress/fast-food  restaurants 
Power  Technologies/electrical  equipment 

Netherlands 

Turkey 

UK 

France 

Germany 

$17.87 

0.03 

2.94 

132.15 

400.83 

$1.71 
0.01 
0.13 

10.05 
3.02 

1.73 
0.72 
0.07 
0.17 
1.17 

10.0 

7.0 

21.9 

12.4 

121.7 

$2.41 

0.01 

"•0.17 

13.97 

5.16 

39% 

78 

89 

17 

15 

37 
8 

24 
48 
21 

$421 
169 
197 
472 
292 

57 
399 
226 
332 
331 

$26.7 
30.9 
11.1 
23.6 
18.8 

6.9 
28.6 
25.0 

8.2 
16.2 

$280 
119 
303 
310 

2,645 

France 

Japan 

Taiwan 

UK 

Portugal 

Netherlands 
Netherlands 
South  Africa 
Sweden 
Netherlands 

UK 
France 

Switzerland 

UK 

South  Africa 

19.81 
19.99 
0.69 
1.76 
13.48 

10.8 
30.8 
12.2 
10.0 
11.1 

2.11 
0.83 
0.07 
0.25 
1.41 

79 
801 
254 
114 
187 

21.37 
16.09 
0.76 
14.94 
24.22 

1.56 
i.10 
0.16 
0.54 
0.48 

12.6 
13.5 
5.9 
28.7 
47.8 

1.65 
1.35 
0.16 
0.76 
0.93 

22 

17 

54 

23 

100  + 

105 
124 
220 
130 
130 

7.9 

3.6 

14.1 

43.7 

12.4 

14.8 
8.7 
16.1 
20.4 
24.2 

143 

77 

77 

1.250 

619 

9.05 

215.40 

936.03 

11.65 

0.59 

6.04 
13.48 
2.30 
4.94 
4.27 

0.39 
7.21 
25.70 
0.38 
0.14 

0.17 
0.93 
0.25 
0.57 
0.21 

4.19 
7.76 
1.97 
0.08 
37.13 

22.2 
28.2 
33.8 
29.5 
5.3 

34.5 
16.5 
8.8 
8.3 
19.2 

0.54 
10.89 
35.23 
0.56 
0.15 

100  + 
22 
22 
81 
22 

331 
347 
150 
115 

417 

233 
269 
195 
132 
456 

167 
437 
254 
290 
416 

87 
183 

98 
184 

51 

447 
261 
588 
771 
100 

•  Psion/portable  computers 

Ranbaxy  Laboratories/pharmaceuticals 
Reliance  Security  Group/security  services 

•  Saes  Getters/metals;  industrial  chemicals 
Safilo/eyeglass  frames 

UK 

India 

UK 

Italy 

Italy 

0.26 
1.07 
0.39 
0.83 
0.37 

17 
19 

41 
10 
24 

12.6 
43.8 
5.8 
13.4 
21.9 

14.6 

7.9 

4.2 

15.1 

34.7 

9.2 
12.5 
14.0 
17.1 

5.9 

454 
724 
53 
116 
438 

Schouw  &  Co/agricultural  equipment 
Sidergie/temporary  employment  services 
Simac  Techniek/computer  network  systems 
Steel  &  Tube  Holdings/steel  products 
Suedelektra  Holding/steel  products 

Tata  Infotech/computer  software  &  services 
•Taylor  Nelson  Sofres/market  research  services 
Tecan/scientific  equipment 
TelePizza/pizza  delivery 
Television  Corporation/editing  svcs;  television  prod 

Denmark 
France 
Netherlands 
New  Zealand 
Switzerland 

75.46 

155.41 

118.41 

0.58 

681.75 

18.4 
18.9 
57.3 
8.5 
17.2 

6.80 
12.60 
4.16 
0.09 
78.35 

24 
24 
29 
19 
12 

228 
158 
225 
51 
767 

India 

UK 

Switzerland 

Spain 

UK 

33.73 

1.33 

2,874.41 

6.66 

3.28 

0.75 
0.05 
108.18 
0.09 
0.23 

51.1 
24.3 
24.8 
67.4 
13.7 

1.56 
0.09 
160.30 
0.17 
0.24 

37 
33 
41 
57 
40 

413 

497 

371 

1,429 

85 

Tieto  Corporation/computer  software  &  services 

Times  Media/publishing 

Titan  Cement/building  materials 

Unican  Security  Systems/locks,  security  systems 

Unilog/computer  engineering  services 

Union  Tool/industrial  machinery 
Unitrans/transportation  services 
•Varitronix/liquid  crystal  displays 
Venezolana  de  Cementos/cement 
Venture  Manufacturing/electronics  &  logistics  services 

Finland 
South  Africa 
Greece 
Canada 
France 

Japan 

South  Africa 
Hong  Kong 
Venezuela 
Singapore 

29.11 

7.76 

56.78 

18.94 

262.66 

0.84 
0.56 
3.30 
0.02 
7.10 

32.1 
17.7 
18.0 
35.7 
34.9 

1.14 
0.63 
4.89 
1.04 
12.82 

25 
26 
27 
12 
24 

469 
137 
460 
222 
198 

36.3 
13.3 
66.6 
11.2 
7.6 

1,538 
183 

1.188 
363 
282 

36.81 
2.06 
1.90 
0.28 
298 

1.04 
0.30 
0.14 
0.25 
0.18 

40.0 
8.7 

13.9 
1.3 

19.2 

0.93 
0.30 
0.18 
0.29 
0.20 

16 
17 
31 
19 
28 

135 
180 
109 
478 
443 

20.6 
12.9 
38.8 
101.0 
29.8 

773 

•Vina  Concha  y  Toro/wine 
Viscofan/packaging  materials 

•Wetherspoon  (JD)/operates  pubs 
Wilshaw/wholesale  distribution 
WSP  Group/engineering  services 

Chile 

Spain 

UK 

UK 

UK 

0.42 
21.83 
2.84 
0.73 
1.76 

0.03 
1.49 
0.16 
0.12 
0.12 

16.9 
13.7 
16.6 
5.6 
14.2 

0.04 
2.06 
0.23 
0.06 
0.19 

14 
17 
16 
22 
31 

151 

381 

226 

86 

81 

19.8 

28.7 

27.3 

5.3 

3.6 

Prices  as  of  Oct  2  •Available  as  an  ADR 

Sources:  Worldscope  and  IBES  International  via  OneSource 
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EADING  AMERICA'S  URBAN  RENAISSANCE 


merica's  Urban  Renaissance:  On  the  eve 
e  new  millennium,  the  signs  of  rebirth 
everywhere,  from  restored  neighbor- 
's to  returning  families,  revitalized 
istries  to  refurbished  schools.  No  place 
Lmerica  manifests  the  comeback  of  the 
it  American  city  more  than  the  City  on 
Lake,  the  City  of  Big  Shoulders,  the 
/  That  Works  —  Chicago, 
bday,  Chicago  is  a  national  leader  in 
creation,  housing  starts,  neighborhood 
elopment  and  government  reform. 


Chicago's  economy  outpaces  the  nation's 
in  terms  of  new  business  start-ups  and 
expansions.  The  local  financial  exchanges 
drive  some  of  the  world's  food  prices  and 
remain  the  global  nerve  center  for  the  risk 
management  industries,  while  Chicago's 
transportation  system  is  the  linchpin  of  the 
nation's  infrastructure.  Forty-seven  Forbes 
500s  companies  are  headquartered  in  the 
Chicago  area. 

Chicago's  visitor  industry  is  nipping  at 
the  heels  of  longtime  tourist  magnets  like 


New  York  and  San  Francisco.  At  the  same 
time,  the  city  is  also  securing  its  role  as  the 
leader  in  the  lucrative  and  growing  con- 
vention and  trade  show  industry  against 
cutthroat  competition  elsewhere  in  the 
nation.  The  unsavory  and  disabling  image 
of  Al  Capone  has  finally  succumbed  to  the 
phenomenal  global  popularity  of  Michael 
Jordan  and  the  six-time,  world-champion 
Chicago  Bulls. 

International  events,  such  as  the  1994 
World  Cup  soccer  tournament,  the  1996 
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Chicago  is  an  international  center  for  culture,  entertainment  and  commerce. 


Democratic  National  Convention 
(DNC)  and  the  1998  Pow  Wow,  the 
travel-industry  trade  show,  have  show- 
cased Chicago's  world-class  cultural, 
entertainment  and  recreational  amenities 
to  an  international  audience.  Hotels  are 
enjoying  record-high  occupancy  rates, 
and  at  least  a  dozen  new  ones  are  in 
development. 

For  the  growing  number  of  business 
executives  who  make  their  homes  here, 
the  six-county  region  boasts  some  of 
America's  most  desirable  communities, 
finest  golf  courses  and  best  public  school 
systems.  The  outstanding  quality  of  life 
this  region  affords  is  among  Chicago's 
leading  advantages  in  an  increasingly 
competitive  climate  for  business  attraction. 

At  the  center  of  it  all  sits  a  city  known 
as  much  for  its  cutting-edge  architecture 
as  for  its  storied  political  history,  its  stun- 
ning lakefront  and  its  remarkable  can-do, 
gritty  American  spirit.  As  Chicago  heads 
into  a  new  century  under  the  leadership 


of  Mayor  Richard  M.  Daley,  the  three 
words  that  best  define  what  is  special 
about  the  city  today  are  community, 
diversity  and  partnership. 

Community  is  the  essential  building 
block  of  Chicago  society,  whether  it  is 
defined  as  a  segment  of  the  business  lead- 
ership, a  neighborhood  or  a  particular 
ethnic  group.  For  Chicago  families,  it 
means  the  parks,  parishes,  schools  and 
shopping  areas  that  have  served  as  com- 
munity anchors  for  generations. 

In  Chicago's  civic  and  business  circles, 
community  translates  into  the  leadership 
and  vision  that  unite  the  city  in  pursuit 
of  common  goals.  These  include  reform- 
ing the  schools;  supporting  internation- 
ally renowned  cultural  institutions  like 
the  Art  Institute  of  Chicago  and  the 
Lyric  Opera;  creating  a  downtown  park 
system  on  a  par  with  the  finest  gardens 
of  Europe;  bringing  high-profile  events 
like  the  DNC  to  Chicago;  or  launching 
bold,  new  development  initiatives  like 


the  restoration  of  State  Street  and  th 
downtown  theater  district. 

Chicago's  business  community  i 
uniquely  diversified,  such  that  the  locc 
economy  is  not  overly  dependent  on  an 
one  industry.  While  Chicago's  overa 
economy  has  shifted  toward  servic 
industries  since  World  War  II,  America 
strongest  job  market  is  still  powered  b 
its  traditional  twin-engine  economy  c 
manufacturing  and  transportation. 

"The  diversification  of  the  Chicag 
economy  is  the  key  to  the  city's  strengtl 
both  in  good  times  and  in  bad,"  sa> 
Chicagoland  Chamber  of  Commerc 
President  and  CEO  Gerald  Rope 
"That's  why  Chicago  fares  better  tha 
most  areas,  even  in  a  recession,  and  that 
why  we're  poised  for  leadership  in  th 
global  economy  ahead." 

With  names  like  Chinatown,  Greet 
town  and  Little  Italy,  Chicago's  77  di:i 
tinct  communities  are  also  diverst 
Chicagoans  come  from  all  over  the  worl 
to  stake  their  claim  on  a  neighborhooc 
The  city  today  is  a  microcosm  of  th 
global  village  —  a  vibrant  crossroads  < 
cultures,  values  and  viewpoints,  alon 
with  a  rich  mosaic  of  languages,  custon 
and  ethnic  color. 

Partnership  is  the  handshake  betwee 
government  and  business  that  is  helpir 
transform  what  one  federal  official 
dozen  years  ago  called  "the  nation's  wor 
school  system"  into  a  national  model  < 
school  reform.  Partnership  between  go 
ernment  and  business  has  produce 
bustling,  modern  industrial  parks,  thri' 
ing  with  high-wage  jobs  where  abai 
doned  factory  sites  languished  f< 
decades. 

Partnership  between  people  and  tl 
police  has  produced  the  most  revoli 
tionary  experiment  in  inner-city  crirr 
fighting  anywhere  in  the  country:  Chic 
go's  Alternative  Policing  Strategy,  local 


Where   does 
nfrastructure   end 


and   business   begin? 


make 


«i» 


This  isn't  a  trick  question.   Ideally, 
the  IT  infrastructure  —  data,  systems, 
applications  —  should  support  even  the 
most  daring  business  initiatives  from 
start  to  finish.   Realistically,  though, 
the  infrastructure  can  also  derail  them. 
As  one  of  the  world's  top  ten 
independent  software  providers, we 
realize  just  how  daunting  this  situation 
can   be.  So  we  offer  the  most 
comprehensive  portfolio  of  products 
and  services  to  manage  and  improve 
the  IT  infrastructure  —  from  database 
and  systems  management  to  data 
warehousing,  decision  support, 
application  lifecycle  and  Year  2000  — 
all  with  a  lot  less  risk.  Because  when 
our  clients  can  spend  less  time  looking 
back  over  their  shoulders,  they  stay 
more  focused  on  what's  coming  up 
ahead  —  where  business  really  begins. 
www.platinum.com/shine 
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Our  great  city  grows  traders 


like  the  Swiss  grow  bankers  and  the 
Italians  grow  designers. 

Patrick  Arbor,  Chairman,  Chicago  Board  of  Trade 


Chicago's  O'Hare  International  Airport  —  the  world's  busiest  airport 


Financial  Services 

In  the  world  of 
finance,  Chicago  has 
always  played  the 
creative  younger  sibling 
to  New  York  City.  The 
Big  Apple  has  a  longer 
history  in  the  financial 
arena,  but  Chicago  has 
been  the  place  where 
new  financial  products 
have  been  developed, 
including  futures, 
options,  foreign  currency 
trading,  stock  indexes 
and  credit  derivatives. 


known  as  CAPS.  Partnership  between  Electronic  trading  also  began  here, 

the    federal    and   local   governments,  according  to  Scott  Gordon,  chairman  of 

private  developers  and  tenant  advocates  the    Chicago    Mercantile    Exchange 

is  leading  to  the  replacement  of  thou-  (CME).  Gordon  attributes  Chicago's 

sands    of    units    of   public    housing  success  to  the  fact  that  "We're  not  afraid 

high-rises  with  new  mixed-income  com-  of  change,  and  we  have  had  to  try  harder, 

munities.  Here  college  graduates,  corpo-  That's  why  we  pioneered  all  the  new 

rate  executives  and  working  families  rub  tools  for  risk  management." 

shoulders  with  people  striving  daily  to  According  to  Patrick  Arbor,  chairman 

break  the  cycle  of  dependency  after  of  the  Chicago  Board  of  Trade  (CBOT), 

decades  on  public  assistance.  the  CBOT  provides  "all  the  benchmark 

As  cities  all  across  America  look  to  products  in  global  derivatives  trading, 

rebuild   for   the   century   ahead,    the  Our  30-year  bond  contracts  are  the 

smartest  of  them  will  scour  the  country  global  measure  for  interest  rate  move- 

->r  proven  strategies  they  can  use  for  ments,  and  agribusinesses  everywhere  use 

their  own  purposes.  Regardless  of  where  CBOT  grain  markets  to  guard  against 

that  search  takes  them,  however,  they  changing  prices." 

will  find  that  Chicago  sets  the  standard  In  the  best  tradition  of  Chicago  boost- 
when  it  comes  to  real-life,  practical  and  ers,  Arbor  flatly  declares  that  Chicago 
olutions  that  make  a  genuine  traders  are  "the  best  in  the  world."  He 
dirki.        in  the  everyday  lives  of  people.  adds,  "Our  great  city  grows  traders  like 


the  Swiss  grow  bankers  and  the  Italia; 
grow  designers." 

For  William  J.  Brodsky,  chairman 
the  Chicago  Board  Options  Exchanj 
(CBOE),  Chicago's  openness  to  ne 
ideas  is  what  attracted  him  to  the  city: ' 
was  an  amazing,  innovative  center  f 
risk  management.  Chicago  created: 
whole  new  dimension  to  the  stoc 
market.  When  we  started,  we  were  tra«. 
ing  options  on  16  companies  —  abo 
900  contracts  per  day.  Now,  we're  trat 
ing  1,400  companies  and  more  tha 
900,000  contracts  each  day." 

Today,  the  Mercantile  Exchange,  tl 
Board  of  Trade  and  the  Board  Optioi 
Exchange  combine  for  some  $500  tr: 
lion  in  annual  trading  activity.  Direct 
or  indirectly,  they  employ  approximat 
ly  150,000  people.  The  Merc  alone  avt 
ages  $33  billion  a  day  in  trades,  $6  b: 
lion  more  than  the  New  York  Sto< 
Exchange,  according  to  John  Holde 
spokesman  for  the  Merc. 

Brodsky  points  out  that  55  exchang 
around  the  world  trade  options,  b 
Chicago  is  still  the  unquestioned  leadi 
The  CBOE  is  also  discussing  a  merg 
with  the  Pacific  Stock  Exchange,  whi< 
would  give  it  control  of  some  two-thir 
of  the  U.S.  options  market. 

The  last  member  of  the  cir 
exchanges  is  the  Chicago  Stock  Exchan 
(CHX).  Launched  in  1882,  the  CH 
changed  its  name  to  the  Midwest  Stoi 
Exchange  in  1949  after  merging  wi 
exchanges  in  St.  Louis,  Minneapolis-J 


Wealths  greatest  reward  is  the  ability  to  share 
your  achievements  with  people  you  cherish. 
That's  why,  as  you  and  your  family  come 
to  rely  more  than  ever  on  your  portfolio, 
you're  drawn  to  those  investments  of  only 
the  highest  quality  and  potential. 

A  time  for  living,         , 

a  time  for  grOWth. 

For  a  century,  we  at  John  Nuveen  and  Company  have  focused  on 

the  needs  of  investors  seeking  comfortable,  dependable  financial 
Stock  and  bond  investments 

solutions.  Today,  over  1 .3  million  investors  entrust  their  assets  to  us 

that  add  quality  and  diversity      .        .  ,   ,  c,  ,      .       ,       .     ,     , 

J      through  our  expanded  array  or  long-term,  growth-oriented  equity  funds 

tr po    wiio      ^j  omer  quality  investments.  Along  with  our  carefully  chosen  Premier 

Advisers M  we  employ  a  disciplined  fund  management  approach  that  seeks 

attractive  returns  with  moderated  risk. 


Talk  with  your  financial  adviser  today  about  Nuveen  investments, 
or  contact  us  at  800-782-6308,  ext.  108,  or  www.nuveen.com. 


IUUVI 


1808 
ini  igg8 


OUR    SECOND    CENTURY 

helping  investors  sustain  the  wealth  of  a  lifetime?" 

For  a  prospectus  containing  more  complete  information,  including  charges  and  expenses,  call  your  invest- 
ment adviser  or  Nuveen.  Read  it  carefully  before  you  invest.  ©1998  John  Nuveen  &  Co.  Incorporated. 
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Paul  and  Cleveland,  and  then  reverted  to 
its  original  name  in  1993.  Today,  the 
CHX  is  the  second-largest  stock 
exchange  in  the  country  after  the  NYSE 
and  the  eighth-largest  in  the  world, 
according  to  its  President  and  CEO 
Robert  Forney.  In  addition,  the  Chicago 
Stock  Exchange  trades  more  than  4,000 
NYSE,  AMEX,  NASDAQ  and  CHX- 
exclusive  issues. 

Volume,  however,  is  less 
important  than  the  CHX's 
technological  capabilities,  says 
Forney.  Coming  from  the  soft- 
ware industry,  he  believes  that 
automation  is  the  wave  of  the 
future,  citing  the  growth  of  dis- 
count brokerage  houses  like 
Charles  Schwab,  E*Trade  and 
Price  Waterhouse,  which  all  rely 
heavily  on  electronic  trading. 

With  90%  of  the  CHX's 
trades  and  80%  of  CBOE  busi- 
ness conducted  electronically, 
financial  industry  leaders  pre- 
dict that  Chicago  will  be  better 
positioned  than  other  money 
centers  to  capitalize  on  the 
growing  trend  toward  low-cost 
personal  investing  over  the 
Internet.  As  Forney  puts  it, 
"Because  we're  the  most  auto- 
mated, we're  the  least  expensive."  j 

Citing  Chicago's  "tradition 
of  technological  leadership," 
Forney  says,  "With  today's 
emphasis  on  customer  service,  we're  find- 
ing new  ways  to  use  technology,  so  doing 
business  is  easier  and  less  expensive.  In 
an  electronic  environment,  it's  critical 
that  we  have  a  high  level  of  service." 

Beyond  the  exchanges,  Chicago  is  the 
"second-largest  center  oi  banking  in 
America,"  according  to  the  Merc's  Scott 
Gordon,  and  "the  best  place  to  bank, 
work  and  invest,"  according  to  Bill 


Goodyear,  Bank  of  America's  Chicago 
CEO. 

Two  influential  banks  realize  the  ben- 
efits Chicago  has  to  offer  —  ABN 
AMRO,  the  $230-billion  Dutch  bank- 
ing giant,  and  Columbus,  Ohio-based 
BANC  ONE  Corporation,  which 
acquired  First  Chicago  NBD.  Both  are 
relocating  their  U.S.  headquarters  to 


The  International  terminal  at  O  'Hare 

Chicago,  further  assuring  the  city's  role 
as  an  international  banking  powerhouse. 
To  Goodyear,  the  reasons  for  ABN 
AMRO  and  BANC  ONE's  location 
decisions  are  obvious:  "Chicago  is  the 
economic  and  cultural  capital  of  the 
Midwest,  which,  at  $1.5  trillion,  repre- 
sents the  healthiest,  fastest-growing 
large  economy  in  the  world.  Central 
geographically,  we  have  an  abundance 


of  transportation  options,  ecoriom 
growth  and  business  prosperity,  a  weal: 
of  ethnic  and  religious  diversil 
and  world-class  museums,  art,  opera 
symphony  and  educational  institutions 
Bank  of  America  built  its  Chica 
operation  around  the  acquisition 
Continental  Bank.  The  company  h 
distinguished  itself  locally  for  its  suppc 
of  community-based  busines 
es  and  nonprofit  corporation 
and  developers.  Today,  tl 
city's  25  largest  local  ban 
hold  approximately  $1( 
billion  in  assets,  while  tl 
investment  banking  sect 
accounted  for  another  $5 
billion  in  investments  durii: 
1997,  according  to  the  Chicas 
Department  of  Planning  a 
Development. 

The  city  benefits  in  ma 
ways  from  its  growing  impo 
tance  as  a  center  of  bankin 
But  the  icing  on  the  cak 
from  Mayor  Daley's  point 
view,  is  that  the  CEOs  oft 
banks  also  want  to  live  hei 
"The  presidents  of  these  ban: 
are  moving  back  into  the  ci 
from  the  suburbs  because 
our  quality  of  life.  That  has 
happened  in  a  long  time 
Daley  says. 

Quality  of  life  is  critical 
the  success  of  John  Nuveen 
Co.,  a  money  management  firm  wi 
650  employees  and  $3  billion  in  sal 
for  1997.  Nuveen  CEO  Timor 
R.  Schwertfeger  says  the  quality 
life  in  Chicago  makes  it  easier  for  hi 
to  recruit  and  retain  high-quali 
employees. 

"The  span  of  culture  —  from  arcl 
tecture  to  science,  music  and  dance 
is  one  of  the  best  in  the  world,"  he  sa 


"  Wnen  did  you  stop  looking  up? 


Ahere  was  a  time  when  travelling  was  still  a  great  adventure  to  you. 

It  opened  your  eyes.  Inspired  you.  And  always  gave  you  a  fresh,  new  perspective  on  the  world. 

Fortunately,  there's  a  place  where  it  still  does.  Step  inside  any  Hyatt  hotel  or  resort,  and 
discover  once  again  the  joy  of  reaching  a  destination  that  captures  your  imagination. 

You  might  see  a  magnificent,  23-story  atrium  when  you  enter  our  lobby.  Or  a  panoramic 
city  view  through  the  windows  of  one  of  our  meeting  rooms.  Or  Romanesque  arches  towering 
above  you  in  a  hotel  created  from  a  historic  train  station. 

And  everything  we  do,  from  the  fine  art  we  commission  to  the  exceptional  cup  of  coffee 
we  serve,  will  help  make  your  next  trip  a  delightfully  new  experience.  In  fact,  things  could  start  looking 
up  from  the  moment  you  check  in.  For  reservations,  contact  your  travel 
planner  or  call  Hyatt  at  1-800-233-1234.  Or  visit  us  at  www.hyatt.com 


HYATT 

HOTELS  &  RESORTS 


Feel  the  Hyatt  Touch 


Hyatt  Hotels  and  Resorts*  encompasses  hotels  managed,  franchised,  or  operated  by  tvfb  separate  groups  of  companies -Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation  ©1998  Hyatt  Corp. 


For  service  exceeding  your  expectations,  Hyatt  proudly  offers 
ifs  an  within  your  ««!>.      E=  sir  AT&T  reliable  in-room  communications  from  AT&T.  So  you'll  stay 

better  connected  to  family,  friends  and  work  anywhere,  anytime. 
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Public  art  and  imiovative  architecture  are  Chicago  traditions. 

Nuveen's  primary  market  is  people  in  because  we're  in  the  middle  of  the  coun- 
or  near  retirement.  "This  segment  of  try.  It's  almost  as  though  if  you  stand  on 
society  is  growing  four  times  faster  than  your  toes,  you  can  see  both  coasts," 
society  as  a  whole  as  baby  boomers  move  Schwertfeger  says, 
into  their  senior  years,"  Schwertfeger  The  region's  deep-rooted  civic  corn- 
says.  He  adds  that  as  companies  like  his  mitment  translates  into  big  dollars,  with 
move  away  from  institutional  clients  Illinois  foundations  and  corporations 
toward  individuals,  service  will  become  donating  more  than  $760  million  last 
more  important.  year  to  hospitals,  universities,  cultural 

But  high-quality  service  to  clients  is 


just  one  of  Nuveen's  missions.  Equally 
important  is  public  service,  which  is  the 
company's  theme  as  it  celebrates  its 
100th  year  in  business  in  Chicago. 
Nuveen  encourages  all  of  its  employees 
to  participate  in  public  service  activities. 
One  such  program  the  company  sup- 
ports, the  Chicago  Scholars  Program, 
identifies  one  student  per  year  at  each  of 
the  city's  120  public  and  private  high 
schools,  provides  them  with  $1,000 
scholarships,  and  helps  them  prepare  for 
and  apply  to  colleges  and  universities. 


This  is  a  city  where 

public  service  and  civic 

commitment  are  as  deep  as 

anywhere  in  the  country. 

It's  really  the  quality  of 

the  people  that  the 

heartland  values/* 

Timothy  R.  Schwertfeger,  CEO, 
John  Nuveen  &  Co. 

institutions,  public  programs  and  chari- 

"This  is  a  city  where  public  service  and  ties,  accotding  to  the  Donors  Forum  of 

civic  commitment  are  as  deep  as  any-  Chicago.  Among  the  larger  recent  gifts 

where  in  the  country.  It's  really  the  qual-  are  a  $120  million  matching  grant  to  the 

ity  of  the  people  that  the  heartland  Illinois  Institute  of  Technology  from  the 

values.  There's  something  inherent  in  Pritzker  family  and  Motorola's  Robert 

Chicago  —  a  sense  of  limitless  reach  Calvin,   and   a  multimillion   bequest 


to  Northwestern  University  from  Pat 
Ryan,  chairman  and  CEO  of  A* 
Corporation. 

With  1997  revenues  of  $5.8  bill. 
AON  is  one  of  the  world's  largest  in 
ance  companies.  Its  core  business  is  1 
kerage  and  consulting  services  and  in 
ance  underwriting.  The  company 
some  600  offices  in  1 1 5  countries  wc 
wide,  and  last  year  it  enjoyed  a  4 
increase  in  revenues.  The  recex 
announced  mega-merger  of  Travel 
Insurance  and  Citicorp  highligh- 
trend  that  Ryan  feels  AON  is  well  p 
tioned  for.  He  says,  "The  insura 
industry  has  undergone  major  cons 
dation  around  the  world.  Addition: 
the  traditional  insurance  markets 
converging  with  the  capital  mark 
AON  has  been  a  leading  consolidate 
the  industry." 

The  1997  FORBES  500s  ranked  A4 
260th  for  U.S.  companies.  In  Chia 
however,  the  company  is  hardly  alon 
the  insurance  field.  AON's  leac 
Chicago  competitors  include  Kerr 
Funds  and  CNA  as  well  as  Zurich-Ameri 
a  Swiss  company  with  North  Ameri 
operations  based  in  suburban  Schai 
burg.  Constantine  "Dinos"  Iordarn 
Zurich-American's  president  and  CI 
says  the  Chicago  area  is  second  onl 
New  York  City  in  the  insurance  busii 
a  mixed  bag  from  his  point  of  view. 

"On  the  one  hand,  you  don't 
being  so  close  to  your  competitors, 
on  the  other  hand,  it  helps  att 
talent,"  he  says.  Iordanou  accentuates 
positive  by  citing  the  high  quality  of 
suburban  school  system,  which  "give 
an  advantage.  This  area  produces 
type  of  employees  we  want  to  have." 

Chicago's  other  leading  advant; 
include  its  geographical  location 
O'Hare  Airport,  which  make  it  I 
easy   to    run    a   national   comp 


HERE  DOES  THE  CITY  GO  TO  GET  BETTER? 


Northwestern  Memorial  Hospital  has  consistently  been  ranked  number  one 

by  the  people  of  Chicago. 

From  doctors  and  nurses,  to  quality  care,  it's  considered  the  best. 

Now  with  the  opening  of  our  new  facility  next  spring,  a  whole  new  era  of 

medical  excellence  is  beckoning. 

With  such  an  amazing  reputation, 

no  wonder  the  city  calls  on  us  for  its  medical  care. 

For  a  physician  referral  call  312-908-1000. 


M 


Northwestern  Memorial 
Hospital 


Amazing    Things    Happen1 


©1998  Northwestern  Memorial  Hospital 
3ased  on  the  National  Research  Corporation,  Lincoln,  Nebraska,  "Healthcare  Market  Guide  1998". 
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efficiently,"  Iordanou  says.  Beyond  that, 
Chicago's  growing  role  as  a  center  of 
business  services  ensures  that  his  compa- 
ny will  have  the  intellectual  capital  it 
needs  to  grow. 

Helping  businesses  grow  is  the  core 
mission  of  another  Chicago-based  com- 
pany that  is  further  burnishing  the  city's 
reputation  as  a  center  for  business  and 
financial  services.  Arthur  Andersen  is  the 
only  one  of  the  "Big  Five"  accounting 
firms  founded  and  headquartered  in 
Chicago.  Today,  it  has  363  offices  in  78 
countries,  but  its  biggest  branch  office 
remains  in  Chicago,  with  more  than 
2,000  employees,  making  it  the  largest 
professional  services  firm  in  the  city, 
according  to  the  Managing  Partner  of  the 
Chicago  office,  Cary  McMillan. 

Officially,  the  company  offers  account- 
ing, tax  and  business  consulting  services; 
unofficially,  it  offers  "knowledge  — 
the  most  important  thing  today," 
McMillan  says. 

He  believes  that  the  city's  strength  in 
the  next  century  will  come  from  immi- 
grants, who  bring  the  kind  of  energy  and 
enthusiasm  a  fast-paced  global  economy 
demands.  He  further  predicts  that  tech- 
nology jobs  from  the  West  Coast  will 
continue  to  migrate  to  Chicago,  in  part 
because  of  the  city's  appeal  to  younger, 
computer-sawy  workers. 

"We  have  neighborhoods  like  Wicker 
Park  —  places  where  Generation  Xers 
can  have  fun.  They  want  to  live  in  those 
neighborhoods.  A  lot  of  European  cities 
have  neighborhoods  similar  to  Wicker 
Park,  but  no  other  place  in  America 
does,"  he  says. 

Technology 

Andrew  "Flip"  Filipowski  is  one 
person  who  will  be  happy  to  see  more 
knowledge  workers  coming  to  Chicago. 
He  is  chairman,  president  and  CEO  ol 


Chicago's  famous  lakefront 

the  Midwest's  largest  software  company,  puter  Source  sells  and  services  more  trrl 

Oakbrook  Terrace-based  PLATINUM  200,000  computer-related  products  frcj 

Technology,  Inc.  In  fact,  he  partly  attrib-  more  than  1 ,000  manufacturers,  inchWi 

utes  the  growth  of  his  1 1 -year-old  com-  ing  Sun,  Lotus  and  Oracle, 

pany  into  a  $740  million  distributor  of  Sayers,  a  member  of  the  Natior 

software  products  to  the  fact  that  good  Football  League  Hall  of  Fame,  is  qui 

workers  are  "not  as  heavily  recruited  here  to  credit  part  of  his  success  to  his  pop 

as  in  other  areas."  larity  as  a  star  athlete  in  a  town  tl 

PLATINUM's    customers    include  enthusiastically  values  and  supports 

IBM,  Oracle,  Hewlett-Packard,  Microsoft  professional  football,  basketball,  baseb 

and  Intel.  Pursuing  an  aggressive  acqui-  and  hockey  teams, 

sitions  strategy,  the  company  today  has  "As  a  former  athlete  in  Chicago,  yo 

more  than  120  offices  in  40-plus  coun-  name  will  get  you  in  any  door,  but  if  y 

tries  and  more  than  6,000  employees,  don't  come  dressed  to  play,  your  nat 

including  800  in  the  Chicago  area.  doesn't  mean  anything.  In  this  busine 

The  Chicago  area  boasts  many  well-  the  key  to  success  is  service.  If  you  do 

known  technology  leaders  like  Motoro-  have  service,  you're  in  real  trouble 

la,  Ameritech,  Zenith  and  3Com's  U.S.  he  says. 

Robotics  unit.  But  Filipowski  believes  Above  all,  Sayers  believes  that  Chic  I 

the  future  holds  even  more  promise  in  go's  strength  lies  in  its  diversity.  "Chic  | 

the  technology  sector:  "Right  now,  we're  go  is  a  melting  pot.  The  arts,  food,  mu. 

the  second-largest  area  for  high-tech  urns,  lakeshore  and  the  people  all  ma  | 

start-ups  in  the  country."  this  a  great  city." 

At  that  rate,  former  Chicago  Bears 


football  star  Gale  Sayers  should  contin- 
ue to  see  double-digit  annual  growth  in 
his  company's  computer  reselling  busi- 
ness. With  offices  in  Chicago,  Phoenix 
and  northern  California,  Sayers  Corn- 


Health  Care 

With  95  hospitals  and  25,000  beds  I 
well  as  several  leading  medical  scho< 
and  national  medical  organizations,  t 
Chicago  area  is  arguably  the  health-c 


ihica 


With  more  connecting  flights  to  than  any  airport  on  the  planet 

O'Hare  International  Airport  makes  the  world  your  marketplace. 

Hourly  non-stop  service  to  all  major  domestic  business  centers 
and  700  weekly  departures  to  70  international  cities 

O'Hare  provides 

to  help  business  travelers  get  to  their  ultimate  destination. 


Whatever  your  destination,  whatever  your  mission,  O'Hare  International  Airport 

is  YOUR  GATEWAY  TO  THE  WORLD 


c>Go 


Voted  "Best  Airport in  North  America"  in  Busines 
Traveler  Magazine's) 998  Annual  Reader's  Poll 


http:  'www 


.'works 


frpot\" 


Richard  M.  Daley,  Mayor  •  Mary  Rose  Loney,  A.A.E.,  Commissioner  of  Aviation 
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capital  of  America.  Recent 
studies  by  the  City  of  Chicago 
estimate  the  annual  economic 
impact  of  the  regional  health- 
care industry  at  $28  billion, 
with  the  direct  employment  of 
123,000  people  and  the  indi- 
rect employment  of  nearly  a 
quarter  million. 

More  than  40,000  health- 
care industry  workers  are  locat- 
ed in  the  Illinois  Medical  Dis- 
trict on  Chicago's  Near  West 
Side,  which  includes  14  sepa- 
rate health-care-related  institu- 
tions with  a  combined  total  of 
12  million  square  feet  of  med- 
ical, educational  and  research 
facilities. 

The  largest  single  employer  is 
Rush-Presbyterian-St.  Luke's 
Medical  Center,  a  consortium 
of  nine  area  hospitals  serving  an 
estimated  two  million  people  in 
the  Chicago  area.  Rush's  Presi- 
dent and  CEO  Dr.  Leo 
Henikoffis  less  concerned  with  size  than 
quality,  however,  and  is  quick  to  point 
out  several  specialties  where  his  institu- 
tion enjoys  international  stature,  includ- 
ing arthritis,  Alzheimer's  disease,  pre- 
leukemia cancer  and  AIDS. 

In  addition,  Rush-St.  Luke's  recently 
built  a  new,  freestanding  infectious- 
disease  center  for  ambulatory  treatment 
of  AIDS  and  other  immunodeficiency 
diseases.  "A  hospital  is  often  the  worst 
place  for  AIDS  patients,  because  their 
immune  systems  are  compromised.  This 
center  will  become  the  national  proto- 
type for  the  treatment  of  AIDS," 
Henikoff  says. 


■■Olf lilliilH 

■  ■if  iiliiiiin 

■  ■liiiiliiiiii 

■  liliiiiiHI" 


Northwestern  Memorial  Hospital  will  open  the  doors  to  the  nation 
newest  preeminent  academic  medical  center  in  the  spring  of  1999. 


There 's  a  great  sense 
of  community  in  Chicago 
and  our  ability  to  work  with 
the  business  community 

gives  us  the  strength 
in  a  field  that  is  changing 
dramatically.** 

Gary  Mecklenburg,  President  and 
CEO,  Northwestern  Memorial  Hospital 


ered  each  year  at  Northwest 
affdiated    Prentice   Wom| 
Hospital  and  Maternity  Ce 
Northwestern  is  the  lead 
cancer  research  and  treat 
center  in  the  Chicago  are 
well  as  a  major  center  for  r 
roscience  and  the  study  of  b; 
diseases     and     spinal     c 
injuries. 

Mecklenburg  attributes 
strength  of  the  institutior 
the  Chicago  business  comrl 
nity,  which  has  been  very  § 
erous  with  its  "time  i 
resources."  Northwestern 
completed  a  six-year  fund-r 
ing  drive  to  help  pay  for  a  i 
$700  million  hospital  in  doT 
town  Chicago  that  will  ho 
500  beds  and  550  physichi 
offices. 

"This  only  happened  beca 
people  believe  in  what  w 
doing.  There's  a  great  sensa 
community  in  Chicago,  i 
our  ability  to  work  with  the  busir 
community  gives  us  the  strength  i 
field  that  is  changing  dramatical. 
Mecklenburg  says. 

Northwestern  is  not  the  only  heal 
care  institution  investing  in  downto 
Chicago.  Blue  Cross  and  Blue  Shielc 
Illinois  —  the  state's  oldest  and  larg 
health  insurance  company,  with  2.9  n 
lion  customers  —  cut  the  ribbon  I 
October  on  a  new  30-story  headquan 
overlooking  Lake  Michigan.  Comp; 
CEO  Raymond  McCaskey  attributes 
choice  to  locate  in  downtown  Chicagc 


industry  in  Chicago  is  really  first-rate. 

Henikoff  will  get  no  argument  from  driven,  in  part,  by  the  fact  that  rm 

Gary  Mecklenburg,  president  and  CEO  than  half  of  his  4,200  employees  live 

Dr.  Henikoff  believes  that  the  quality      of  Northwestern  Memorial  Hospital,  just  the  city.  The  $223  million  project  is  i 

of  Chicago's  medical  institutions  exceeds      across  town  from  Rush.  Mecklenburg  first  new  office  building  completed 

its  national  profile:  "We  need  to  enhance      cites  his  institutions  leadership  in  obstet-  downtown  Chicago  in  five  years  and  v 

our  reputation,  because  the  health-care      rics,  with  more  than  8,000  babies  deliv-  designed  with  the  capability  of  expand) 
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Is  your  materials  management  process 
breaking  your  back? 


If  managing  your  maintenance,  repair  and  operations  (MRO)  inventory  is  weighing  you  down  maybe  it's 
me  to  taMs  to  Grainger,  the  MRO  leader  that  stands  behind  every  great  business.  We  already  lighten  the  load 
Mr  many  Fortune  100  compames,  and  more  than  a  million  small  businesses.  We  can  do  the  same  for  you 

Only  Grainger  offers  such  a  broad  range  of  MRO  solutions  to  meet  each  customer's  individual  needs 
rom  providing  all  of  your  routine,  everyday  MRO  equipment  and  supplies,  to  customizing  our  services  to 
tyour  existing  purchasing  strategy,  to  outsourcing  the  complete  MRO  process.  We  can  even  re^engineer 
our  entire  materials  management  system,  freeing  your  people  to  concentrate  on  what  thev  know  best  - 
our  business.  • 

Don't  let  the  materials  management  process  break  your  back.  Call  Grainger    f*DHriU/"FD 
;  1-800-905-3338  ext.  1882.  Or  visit  our  web  site  at  http://www.grainger.com.      ^fr**™****^!* 

We'll  take  the  weight  Off  your  shoulders.  Industrial  and  Commercial 

,  ,nc.  Equipment  and  Supplies 
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upward  by  another  24  floors.  Ar  the  time 
of  the  building's  completion,  Mayor 
Daley  christened  it,  "a  fine  addition  to 
Chicago's  world-famous  skyline  and  tes- 
timony to  the  continued  vitality  and 
importance  of  our  downtown  area." 

Close  on  Northwestern's  heels,  in 
terms  of  size,  is  the  Loyola  University 
Medical  Center  (LUMC)  in  west  subur- 
ban Maywood.  The  center  is  home  to  a 
Level  1  trauma  unit,  a  medical  school,  a 
general  hospital,  a  children's  hospital 
named  for  its  major  benefactor,  Oak- 
brook-based  McDonald's  Corporation, 
an  outpatient  center  and  a  cancer  center 
named  for  Chicago's  late  beloved  Joseph 
Cardinal  Bernardin. 

Among  other  things,  LUMC  has  been 
a  pioneer  in  open-heart  surgery  and 
enjoys  a  national  reputation  for  neonatal 
care,  micro-neurosurgery,  kidney  trans- 


Cbicago's  City  Hull 


plants  and  the  treatment  of  burn  victims. 
The  hospital  also  operates  an  aeromed- 
ical  service  featuring  a  "flying  emergency- 
room"  helicopter. 

The  Medical  Center  is  part  of  the 
larger  Loyola  University  Health  System, 
which  today  has  annual  gross  revenues  in 
the  neighborhood  of  $1  billion.  Much  of 
the  growth  stems  from  the  industry-wide 
shift  to  outpatient  services,  the  opening 
of  10  new  primary-care  centers  and  an 
increase  in  home  health-care  visits  and 
ambulatory  surgical  cases. 

All  told,  Chicago  is  home  to  five  major 
universities  offering  degrees  in  health- 
related  disciplines,  including  the  Univer- 
sity of  Illinois  at  Chicago  -  College  of 
Medicine,  the  nation's  largest  medical 
school,  with  nearly  1,300  students.  In 
addition,  the  American  Medical  Associ- 
ation, the  American  Hospital  Associa- 
tion, the  American  College  of  Surgeons 
and  the  American  Dental  Association 
(ADA),  which  represents  more  than 
141,000  people  in  dentistry,  are  head- 
quartered here. 

According  to  Dr.  John  Zapp,  CEO  of 
the  American  Dental  Association,  "Being 
centrally  located  is  a  big  advantage.  We 
have  members  coming  in  all  the  time.  In 
fact,  we're  the  Ritz-Carlton's  single  largest 
customer." 

The  ADA,  which  holds  one  of  the 
largest  annual  conventions  in  the  coun- 
try, is  planning  to  hold  the  year  2000 
meering  in  the  city  because  "our  mem- 
bers love  to  come  to  Chicago.  They  like 
the  shopping,  sports  and  museums.  They 
especially  like  being  able  to  walk  in  an 
area  that  s  safe,"  says  Zapp. 

Conventions  and  Tourism 

The  ADA  may  be  one  of  the  lucky 
ones,  because  hotel  rooms  in  the  year 
2000  arc  getting  scarcer  by  the  day, 
according  to  Chicago  Convention  and 


Tourism  Bureau  (CCTB)  President 
Astleford. 

"Chicago  is  really  on  a  roll.  We've  ll 
on  an  upward  spiral  of  success  foil 
years.  We  once  had  a  glut  of  hotel  rocl 
but  today,  we  have  the  opposite  pil 
lem,"  he  says. 

According  to  the  Hotel-Motel  Assl 
ation  of  Illinois,  the  occupancy  ratel 
Chicago's  32,000  hotel  rooms  hoi 
over  70%,  in  large  part  due  to  the  cl 
ventions,  trade  shows  and  business  ml 
ings  that  will  bring  4.4  million  travel 
to  Chicago  this  year.  They  will  sp 
about  $5.6  billion  for  a  total  econo 
impact  of  more  than  $13  billion,  acccl 
ing  to  CCTB.  Last  year,  Chicago  hoi 
156  major  trade  shows,  including  2  J 
the  largest  200. 

"We  are  still  the  trade  show  and  cl 
vention  capital  of  America,"  Astlefl 
says. 

The  reasons  why  are  clear:  Chica] 
location  and  transportation  system  rrl 
it  easily  accessible  from  anywhere  in 
country,  and  the  convention  facilities] 
the  best  in  the  world.  Following  a 
lion-dollar  expansion  completed 
year,   McCormick   Place   is   now 
nation's  largest  convention  facility  at 
million  square  feet.  The  Lakeside  Cerl 
the  original  East  Building  at  McCornl 
Place,  has  also  been  renovated  to  aca 
modate  smaller  trade  show  and  busiil 
meetings  —  the  fastest-growing  segrrl 
of  the  market. 

The  growth  in  the  convention    I 
tourism  industry  has  led  to  an  epide 
of  hotel  development,  renovation 
expansion,  with  at  least  nine  new  hoi 
open  this  year  or  under  construction 
several  more  in  development.  Among  I 
most  aggressive  investors  is  Chica 
based  Hyatt  Hotels,  which  owns  n 
major  hotels  in  the  region,  including 
largest,  the  2,019-room  Hyatt  Regei  I 


VERY   HEALTHY 


It's  hard  to  rival  the  classic  Swiss  Army  knife  for 
multi-functionality,  but  the  soybean  itself  is  on  the  cutting  edge  of  versatility. 
Studies  have  shown  that  the  isoflavones  found  in  soy  help  maintain  bone  health, 
thus  supporting  the  body's  natural  defense  against  osteoporosis.  Choline — an 
essential  component  of  soy  lecithin— is  thought  to  be  essential  for  brain  and  liver 
function  And  soy  protein  itself  has  been  proven  to  reduce  cholesterol  levels  in  more 
than  40  clinical  studies. 


So  when  you  want  to  pack  a  lot  of  tools  in  your  pocket,  carry  a  Swiss  Army  knife. 
And  when  you  want  to  pack  a  lot  of  nutrition  into  your  diet,  just  look  for  foods 
made  from  soy. 
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and   the  newest,   the   800-room 
Hyatt  McCormick  Place. 

"We  are  bullish  on  Chicago," 
says  Doug  Geoga,  president  of  the 
$5  billion  worldwide  Hyatt  chain, 
adding,  "The  meeting  facilities  are 
fantastic  and  there's  so  much  to  do. 
We  have  the  lake,  the  museums  and 
the  wonderful  people." 

Next  up  for  Hyatt  is  a  new  200- 
room  Hyatt  hotel  in  Rosemont  and 
a  new  67-story  multi-use  building 
on  Michigan  Avenue  that  will 
include  a  "five-star"  European-style 
Park  Hyatt  hotel. 

Because  room  availability  is 
sometimes  a  problem  in  Chicago's 
hot  hotel  market,  the  new  hotels 
will  help  make  Astleford's  job  of 
attracting  conventions  a  little  easier. 
He  maintains,  however,  that  Chica- 
go's ability  to  adjust  to  the  chang- 
ing demands  of  the  marketplace  is 
the  city's  most  important  competi-  J 
tive  advantage  in  the  convention  a 
and  trade  show  industry. 

"Chicago's  strength  is  the  ability 
to  adapt  and  set  the  new  bench- 
marks for  transportation,  hotel  agree- 
ments and  labor.  Other  cities  can't  mobi- 
lize like  Chicago.  When  we're  being 
challenged,  we  step  up  to  the  plate  and 
deal  with  the  issues,"  Astleford  says. 

He  adds  that  the  city's  natural  appeal 
is  also  a  big  reason  for  Chicago's  success: 
"People  who  come  to  Chicago  are  always 
struck  by  the  lake.  They  still  think  of 
Chicago  as  an  industrial  city.  And  the 
two  things  they  always  say  are,  'The 
people  are  friendly,'  and  'The  city  is 
immaculate.'  " 

Today,  Chicago  ranks  fifth  in  the  coun- 
try for  domestic  tourism  and  tenth  for 
international  tourism,  with  27  million 
visitors  last  year,  including  more  than  a 
million  from  abroad.  They  come  to  shop 


People  can  get  downtown  in  a  snap,  and  when 
they  arrive,  they  can  get  around. 

on  Michigan  Avenue;  marvel  at  the  archi- 
tecture; eat  in  the  dizzying  variety  of 
restaurants;  hear  music  at  the  city's  lake- 
front  festivals  and  world-famous  blues 
and  jazz  clubs;  peruse  art  in  the  hundreds 
of  local  art  galleries;  see  interesting  and 
unusual  theater;  attend  symphony,  opera 
and  dance  performances;  swim,  sun  and 
play  on  Chicago's  lakefront  and  beaches; 
root  for  the  Cubs,  Sox,  Bears,  Bulls  and 
Hawks;  and  visit  Chicago's  outstanding 
cultural  institutions. 

Just  one  art  exhibit,  the  1995  Monet 
show  at  the  Art  Institute  of  Chicago, 
drew  close  to  a  million  people,  for  an 
economic  impact  of  approximately  $393 
million,  according  to  the  Regional  Eco- 


I 


nomics  Applications  Laborato 
For  David  Mosena,  president  of  - 
Museum  of  Science  and  Indus 
(MSI),  however,  the  larger  imp 
of  Chicago's  cultural  community 
that  it  is  redefining  the  city  for 
rest  of  the  world.  "We're  the  g. 
that  makes  Chicago  a  great  city.  I 
have  the  finest  cultural  institutic 
in  the  world." 

Today,  the  Museum  of  Sciet 
and  Industry  is  among  the  m 
popular  attractions  in  the  counr 
drawing  1.7  million  visitors  am 
ally  to  its  south  lakefront  locatii 
Built  originally  as  the  Palace  of  F 
Arts  for  the  Chicago  World's  Fait 
1893,  it  was  rechristened 
Museum  of  Science  and  Industry 
1933,  through  the  leadership: 
Sears  Chairman  Julius  Rosenw. 
and  the  Chicago  business  comn 
nity.  As  the  nation's  oldest  scier 
museum,  MSI  is  distinguished 
the  development  of  hands-e 
"interactive"  exhibits  long  bef 
the  term  even  existed,  and  anni 
ly  attracts  more  than  400, C 
schoolchildren. 

Mosena  attributes  Chicago's  succes: 
"the  continued  renaissance  of  the  ci 
and  major  events  like  the  Democr; 
National  Convention  and  World  C 
He  adds,  "There's  an  incredible  eth 
mix,  and  there's  a  friendliness  ah 
Chicago.  You  don't  hear  people  t 
about  the  friendliness  of  New  Yorfc 
L.A." 

The  city's  Department  of  Culti 
Affairs  and  the  Office  of  Tourism  h 
brought  new  energy  and  resources  to 
challenge  of  attracting  more  internati 
al  tourists.  Mayor  Daley  and  city  offk 
regularly  organize  trade  missions  abr 
to  meet  with  international  tourist  ag 
cies.  Last  May,  4,000  travel  indu: 
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How  to  squeeze  more  "P"  out  of  your  P&L 

,4  Direct  Reimbursement  Dental  Benefits  Plan 
could  mean  savings  that  go  right  to  your  bottom  line. 


DIRECT 

REIMBURSEMENT 


When  it  comes  to 
your  company's 
P&L,  the  buck  stops  on  your  desk. 


So  consider  the  advantages  of  Direct 
Reimbursement  dental  coverage.  You  get  a 
program  financed  by  an  interest-earning 
fund  you  control,  which  reduces  your  costs. 

What  you  don't  get  is  just  as  important... 
high  administrative  costs,  excessive 
paperwork  and  red  tape,  and  the  overhead 
associated  with  insurance  companies. 


Dental 

Benefits  Plan 
OlTiart  Companies 





Your  employees 
win  beciuse  they 
get  an  easy-to-understand  program  that 
gives  them  freedom  to  choose  dentists 
and  select  appropriate  dental  treatment. 
You  win  where  it  matters  most:  with  a 
healthier  bottom  line. 

For  information  or  a  cost  estimate  of  a  Direct 
Reimbursement  plan  designed  to  meet  the 
company  needs  you  specify,  just  call 

1-800-232-7698  ext  510 

or  visit  our  website  at  http://www.ada.org 


AOA 


American  Dental  Association 
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know  that  an  u 


We  asked  ourselves, 
what  s  the  difference 

between  an 
unmet  need  and 

a  problem? 

A  solution. 


® 


ZURICH 

FINANCIAL  SERVICES 

Your  aspirations.  Our  passion. 


best  of  insurance  and  investment  management, 
steps  perfected  over  years  and  years.  Now  here 
let's  meet.  How  about  your  side  of  the  table? 

www.zurich.com 
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Downtown  Chicago  aglow 


executives  spent  four  days  in  Chicago  for 
Pow  Wow,  the  international  travel  indus- 
try convention. 

Mosena  believes  the  dividends  from 
Pow  Wow  will  begin  paying  off  in  the 
years  to  come:  "I  hear  people  from 
Europe  saying  Chicago  is  the  quintes- 
sential American  city.  It's  the  real  heart  of 
America  —  more  American  than  any- 
where else." 

Neighborhoods 

If  Chicago  is  the  heart  of  America,  the 
neighborhoods  are  the  heart  of  Chicago: 
Uptown,  Bronzeville,  Pilsen,  Beverly, 
Lawndale,  Jefferson  Park  and  Bridgeport. 
The  signs  of  life  are  evident  on  every 
block:  new  housing,  new  fencing  and 
thousands  upon  thousands  of  new  trees. 
Under  Mayor  Daley's  leadership,  the  city 
spends  record  amounts  on  streets  and 
sidewalks,  sewers  and  water  mains,  trees 
and  lighting,  alleys  and  cleanups.  More 
than  $2  billion  in  local  funding  has  gone 
into  Chicago's  77  neighborhoods  under 
Mayor  Daley. 

"The  quality-of-life  issues  are  very 
important.  More  people  want  to  live  here 
and  raise  their  children  here.  And 
because  of  what  we've  done,  people  are 
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/  hear  people  from  Europe 

saying  Chicago  is  the 

quintessential  American 

city.  It's  the  real  heart  of 

America  —  more  American 

than  anywhere  else ." 

David  Mosena,  President, 
Museum  of  Science  &  Industry 

taking  more  pride  in  their  communities," 
Daley  says. 

Business  leaders  are  quick  to  credit  the 
mayor  for  the  transformation  of  the 
neighborhoods.  "I  absolutely  think  he's 
done  a  phenomenal  job,"  says  the  Merc's 
Gordon. 

"The  greenery  throughout  Chicago 
and  the  planters  on  the  major  streets  are 
helping  make  Chicago  one  of  the  most 
exciting,  livable  cities  in  the  country," 
says  the  CBOE's  Brodsky. 

Daley's  neighborhood  focus  includes  a 
number  of  landmark  Chicago  programs, 
including  th-.-  city's  Blue  Bag  recycling 
program,  which  is  diverting  millions 
of  tons  of  trash  from  landfills  each  year. 
The  city  also  began  a  graffiti-removal 


program  that  uses  high-powered  soo 
blasters  to  remove  graffiti  from  buildk 
With  close  to  half  a  million  blasts  \ 
date,  Chicago's  graffiti  problem  has  bo 
reduced  from  a  ubiquitous  visual  assa 
to  a  sporadic,  short-lived  annoyance. 

The  result  of  all  this  effort  is  that  br 
ness  has  been  taking  a  fresh  look 
Chicago's  neighborhoods.  New  shopp 
centers  are  being  built  in  neighborhoi 
that  haven't  had  retail  activity  in  decac 
like  the  South  and  West  sides  of  the  c 

Retail  Chicago  is  a  program  that  he 
developers  find  underserved  retail  rr 
kets  in  the  neighborhoods.  Under 
program,  the  city  identifies  potential  s 
for  redevelopment,  works  to  acquire 
property  and,  when  necessary,  subsid 
development  of  the  sites  through  t 
increment  financing  (TIF)  or  other  to 

Today,  any  developer  can  walk  i 
City  Hall  and  request  a  list  of  sites  a\ 
able  in  a  particular  neighborhood 
addition  to  providing  the  list,  the 
size,  the  names  of  the  owners 
whether  the  property  is  available  for  : 
lease  or  both,  Retail  Chicago  also  | 
vides  an  analysis  of  each  area,  incluc 
demographics,  access  to  public  trai 
average  household  income  and  oi 


Sure,  FedEx  and  UPS  may  promise  you  the  world 
But  not  for  seven  bucks. 


7V  WiMd  On  Time 


$26  $28  7* 

What's  Your  Global  Priority?"<- 


*  Give  us  a  few  more  days  and  Global  Priority  Mail" can  save  you  up  to  70%  over  FedEx  and  UPS  on  deliveries  to  33  countries. 
Great  news  for  everyone.  Well,  almost  everyone.  To  find  out  more,  call  or  visit  us  on  the  web. 
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Comiskey  Park,  borne  of  the 

community  assets  that  may  be  of  interest 
to  developers. 

"The  combination  of  Retail  Chicago's 
marketing  program  and  the  TIF  devel- 
opment program  is  unbeatable.  These 
neighborhoods  are  seeing  retail  activity 
like  they  haven't  seen  in  years,"  says  Plan- 
ning and  Development  Commissioner 
Christopher  Hill. 

The  results  of  the  city's  TIF  and  Retail 
Chicago  programs:  almost  5  million 
square  feet  of  new  commercial  space  in 
the  City  of  Chicago  and  another 
422,000  square  feet  of  rehabilitated  or 
expanded  commercial  space. 

Included  in  these  figures  is  one  of  the 
city's  newest  developments,  the  1 17,000- 
square-foot  Marketplace  at  Six  Corners  on 
Chicago's  Northwest  Side.  The  Market- 
place features  a  grocery  store,  a  small 
department  store,  a  Blockbuster  Video 
and  several  other  high-traffic  retail  oudets. 
The  $25  million  project  provides  315  full- 
time  jobs  to  the  community  and  is  adja- 
cent to  Sears'  busiest  Midwestern  store, 
creating  a  critical  mass  of  shopping  activ- 
ity that  boosts  the  entire  community. 

"The  city  put  a  little  more  than  $8 
million  into  the  project,  but  considering 


Chicago  White  Sox 

it  was  a  vacant  lot  before,  we  think  it's  a 
pretty  good  return  on  investment,"  says 
Commissioner  Hill. 

Under  Daley,  the  city  has  invested 
$300  million  in  TIF  funds  while  lever- 
aging $1.8  billion  in  private-sector 
investment,  which  has  helped  retain 
more  than  22,000  jobs  and  create  6,400 
others.  In  addition  to  5  million  square 
feet  of  commercial  space,  these  invest- 
ments have  produced  1 .7  million  square 
feet  of  industrial  space  and  more  than 
1,100  new  housing  units. 

In  just  one  particular  housing  devel- 
opment, located  at  a  former  industrial 
site  in  the  South  Side  community  of 
Chatham,  143  single-family  homes 
priced  from  $160,000  are  being  built. 
The  city  tab:  $3  million  in  TIF  funds  for 
environmental  cleanup. 

"When  you  look  at  the  taxes  that  pro- 
ject will  generate  and  the  families  it  will 
bring  to  that  community,  that's  one  of 
the  best  investments  the  city  could 
make,"  says  Terry  Teele,  Daley's  deputy 
chief  of  staff  and  point  man  on  neigh- 
borhood projects. 

With  programs  like  New  Homes  for 
Chicagi     nd  the  City  Mortgage  Pro- 


gram, the  Daley  administration  is  al 
making  home  ownership  affordable 

*  thousands  of  low-  and  moderate-incoil 
families.  As  Daley  puts  it:  "When  sorrl 
one  owns  a  home,  they  become  a  stall 
holder  in  the  community.  They  raJ 
their  kids  here,  go  to  our  schools,  wo| 
here  and  invest  here.  And  that's  what  | 

o  want  in  our  neighborhoods." 

< 

I 

:  Manufacturing 

o 

t      Daley  enjoys  nothing  more  than  turl 

y  ing  conventional  wisdom  on  its  heal 

5  So,  while  experts  have  been  loudly  prl 

f.  claiming  the  death  of  manufacturing  1 1 

5  decades,  Daley  has  quietly  and  effecthl 

ly  been  helping  this  sector  of  the  econj 

my  grow  and  expand  in  Chicago 

cleaning  up  hundreds  of  acres  of  abaJ 

doned  industrial  property  and  puttiii 

them  on  the  market  for  sale.  His  strati 

gy  can  be  summed  up  as  follows:  Ma  J 

life  easy  for  the  companies  that  al 

already  here,  and  new  companies  w| 

take  notice  and  come  here  as  well. 

"I  want  to  keep  industries  here  ail 
allow  them  to  expand,  so  we  have  to  maj 
the  city  as  business-friendly  as  possib. 
And  as  they  start  to  expand,  new  compl 
nies  will  start  to  look  at  us,"  Daley  saysl 
For  the  mayor,  a  pro-business  en\ 
ronment  means  lower  taxes  for  sm;l 
start-up  companies.  The  city  has  accor 
plished  this  by  eliminating  the  month  I 
head  tax  for  all  companies  with  few  I 
than  50  employees,  reducing  it  for  larg 


Results  of  Tax-Increment 
Financing  (TIF)  and 
Retail  Chicago: 

•  5  million  square  feet  of  new 
commercial  space  in  the  city 

•  422,000  square  feet  of 
rehabilitated  or  expanded 
commercial  space 
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Growing  young  together 


City  of  Chicago 


Age:      161  years 


Incorporated:      March  4,  1837 
Place  in  history:      World-class  city 


109  years 
June  18,  1889 
World-class  brand 
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Best  described: 

Energy,  vitality, 
street  smarts,  savvy 

Energy,  ideas, 
entrepreneurship,  growth 

Accompl  i  sh  ment: 

Grew  from  a  small  town 
on  the  Chicago  River 
into  one  of  the 
international  business 
and  cultural  centers 
of  the  world. 

Grew  from  a  small  refinery 
on  the  shores  of  Lake 
Michigan  into  the  nation's 
leading  gasoline  brand. 
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companies  and  holding  the  line  on  prop- 
erty taxes.  It  means  streamlining  the 
bureaucracy  so  that  red  tape  is  eliminat- 
ed through  programs  like  Business 
Express,  which  assigns  city  "account 
managers"  to  companies  trying  to  get 
permits  and  approvals.  It  means  sitting 
down  with  groups  of  business  leaders  for 
informal  face-to-face  chats,  as  Daley  and 
Economic  Development  Commission 
Chairman  Ed  Noha  do  on  a  regular 
basis. 

It  also  means  creating  modern  indus- 
trial parks  in  the  heart  of  the  city,  and  the 
best  example  is  the  1 ,300-acre  Chicago 
Stockyards  —  the  slaughterhouse  district 
that  gave  Chicago  its  name  of  "Hog 
Butcher  to  the  World"  until  it  closed 
down  in  the  mid-'60s.  For  25  years,  the 
stockyards  lay  dormant  and  the  buildings 
deteriorated,  but  today,  more  than  200 
companies  with  more  than  17,000  jobs 
are  located  there.  The  property  has  been 
cleaned  up,  the  viaducts  surrounding  the 
stockyards  have  been  elevated  so  trucks 
can  get  through,  and  the  entire  site  is 
segregated  from  the  neighboring  com- 
munity with  green  space-buffer  zones 
and  security  gates. 

Similarly,  on  the  Northwest  Side  of 
Chicago,  the  grounds  of  a  shuttered  state 
mental  institution  were  converted  into  a 
60-acre  industrial  park  where  hundreds 
of  people  are  now  working.  Marc  Shul- 
man,  president  of  Eli's  Cheesecake  and 
one  of  the  tenants  at  the  site,  says,  "They 
gave  us  more  than  we  could  ever  ask  for: 
a  modern  industrial  park  with  lots  of 
room,  more  parking  and  new  trees.  Best 
of  all,  we  get  to  stay  in  the  city." 

Throughout  Chicago,  the  city  is  rein- 
vesting in  its  industrial  corridors  in  order 
to  retain  and  attract  new  plants,  and  the 
private  sector  is  responding.  Since  1996, 
ctories  have  opened  or  expand..  ' 
'u^ago.  Today,  Ford  Tauruses  are 


made  in  Chicago,  as  are  Wilson's 
custom-made  golf  clubs;  the  caps  and 
gowns  worn  at  college  graduations  in" 
many  of  America's  leading  universities; 
and  dozens  of  other  items,  including-the 
little  golden  statues  that  Hollywood's 
elite  so  jealously  covet  —  the  Oscars. 

"Manufacturing  is  definitely  a  big  part 
of  our  future.  Small-business  start-ups 
and  entrepreneurship  are  very  strong 
here,"  Daley  says. 

The  single  largest  segment  of  the  man- 
ufacturing sector  in  the  city  is  food  pro- 
cessing, providing  upwards  of  30,000 
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Chicago  is  the  leading 
city  of  its  size  using  corn 
to  clean  up  its  air.  More 

than  anywhere  else 
in  the  country  Chicagoans 

are  concerned  about 


their  environment. 
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Marty  Andreas,  President, 
Archer  Daniels  Midland 


jobs  in  more  than  300  firms.  Names  like 
Quaker,  Sara  Lee,  Brach's,  Mars  Candy, 
Tootsie  Roll  and  Nabisco  are  as  much  a 
part  of  Chicago's  past,  present  and  future 
as  the  White  Sox  and  the  Cubs. 

"Chicago  is  the  leading  food  produc- 
tion center  in  the  United  States,"  says 
Marty  Andreas,  president  of  Decatur- 
based  Archer  Daniels  Midland  (ADM), 
the  self-styled  "supermarket  to  the 
world"  and  one  of  the  world's  largest 
processors  of  agricultural  products. 

Chicago  is  a  "huge  advantage  for  a 
global  company  like  us,  because  you  can 
fly  in  and  go  anywhere  in  the  world  an 
hour  later.  O'Hare  is  still  the  biggest, 
most  efficient  airport  in  America,"  he 
says,  adding  that  the  region's  rail,  road 
and      inping  infrastructure  is  also  vital- 


ly important  to  his  $  1 3  billion  comp 

According  to  a  1998  Arthur  Andej 
report,  Chicago  is  "by  far  the  lead 
intermodal,  container  shipment  centej 
the  world,"  with  8.8  million  annual  c 
tainers  passing  through  the  city,  c 
pared  with  3.9  million  for  the  r 
busiest  freight  center,  Los  Angeles.  Er 
of  the  nation's  nine  major  railroads  sttB1^ 
end  or  pass  through  Chicago,  as  di 
almost  half  of  the  nation's  intermo 
truck-rail  traffic.  Chicago  is  also  the  1 
ing  inland  port  for  the  United  States 

Chicago  is  especially  good  for  AI 
for  one  other  reason:  95%  of  the  gas  s 
in  the  city  includes  ethanol,  a  corn-ba1 
fuel  produced  by  ADM.  Andreas  ere 
the  city  for  making  the  effort  to  impr 
its  air  quality. 

"Chicago  is  the  leading  city  of  its 
using  corn  to  clean  up  its  air.  More  th 
anywhere  else  in  the  country,  Chicago 
are  concerned  about  their  environmei 
With  a  nod  to  the  mayor,  he  adds,  "C(    «K 
thing  I've  learned  is,  if  it's  going  to  w  : 
in  Chicago,  it  has  to  be  clean." 

ADM's  single  largest  customer 
ethanol,  Amoco  Corp.,  agrees  with 
need  for  sensitivity  to  the  environmc 
As  Senior  Marketing  Executive  At 
Catalano  says,  "The  environment  i 
safety  are  important  in  everything  we 
—  and  will  be  even  more  so  in 
future." 

With  $36  billion  in  sales  last  y< 
Amoco  is  the  fourth-largest  energy  cc 
pany  in  the  United  States.  It  is  aboui 
become  part  of  the  third-largest  in 
world  following  its  recently  announ* 
merger  with  British  Petroleum.  I 
Amoco,  with  a  combined  market  ca 
talization  of  $110  billion,  will  be  he 
quartered  in  London,  but  the  compaj 
80-story  white  landmark  building 
Chicago  will  remain  its  North  Ameri' 
headquarters. 
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CHICAGO'S  REAL  ESTATE  MARKET  -  Hot,  Hot,  HOT! 


A., 

j  JAMS'-    '■- 

'  Realtors 


It's  widely  believed 
that  the  last  time 
Chicago  saw  a  build- 
ing boom  like  today's 
was  after  the  Great 
Chicago  Fire  of  1871, 
which  leveled  nearly 
the  entire  city. 


t>  days  after  the  fire,  VC'.D.  Kerfoot, 
|~  President  of  the  Chicago  Real  Estate 
ird,  reopened   his  office   saving   "All 

}e   but   wife,   children    and   energy." 
bin  a  week  5,497  temporary  structures 
■:  erected  and  200  permanent  buildings 
underway.    Chicago    rose    like    a 
enix  from  the  fire;  the  old  city  was 
and  in  its  place  stood  a  new  one, 
~  t  with  the  latest  and  greatest  resources. 

ay's  Chicago  real  estate  market  was 
t  on  economic  opportunity  rather 
i  disaster.  National,  urban  and  local 
es  converged  in  the  early  1990s,  and 
a  combination  made  the  city  a  viable 
attractive  option.  Suddenly,  it 
me  popular  to  live,  work  and  play  in 
-ity  again. 

Commercial  Districts  Flourishing 

f  upscale  retailers  are  opening  stores 
^lorth  Michigan  Avenue;  developers 
building  office  space  in  the  loop  on 
;  shoppers  are  returning  to  State 
4  ?t;  and  underutilized  office,  retail  and 
istrial  buildings  are  being  converted 
'fts  and  condominiums.  Neighborhood 
mercial  districts  outside  downtown 
dso  flourishing. 


Residential  Construction  Booming 

In  1997,  every  one  of  Chicago's  77 
community  areas  reported  sales  of  single 
family  homes.  New  construction  is 
sprouting  in  every  area  of  the  city. 

Ideal  Location  For  Business 

The  inhabitants  of  Chicago  provide  a 
quality  workforce  -  skilled,  diverse,  eager 
and  willing.  All  types  of  individuals  at  all 
economic  levels  are  attracted  to  Chicago. 

As  a  transportation  hub  for  every  type  of 
carrier,  Chicago  is  literally  "right  in  the 
middle  of  everything."  Airlines,  rail- 
roads, marine  shipping,  trucking,  and 
electronic  transport  make  it  a  central 
location  for  business. 

Chicago  is  also  a  center  for  financial 
markets,  as  the  site  of  the  Chicago 
Mercantile  Exchange,  the  Chicago  Board 
of  Trade  and  some  of  the  largest  financial 
institutions  in  the  world. 

Recent  Public  &  Private  Investments 

Strong  leadership  by  political,  civic  and 
business  leaders  has  improved  the  quality 
of  life  in  the  city. 

•  Extensive  school  reforms 

•  Infrastructure  repairs 

•  Tax  Increment  Financing  districts 

•  Expanded  cultural  institutions 

•  Downtown  entertainment  destinations 

•  Improved  mass  transit 

•  Parks  revitalization 


ly  knows  Chicago  like  we  do. 
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Offering  Virtual 

Tours  of  the 
Finest  Residences 
in  Chicago.  .  . 


http:  /  /rublof f  .com 

hd  RUBLOFF 

Residential  Properties  Brokerage 


Find  Out  More 

The  Chicago  Association  of  REALTORS® 
(CAR)  services  all  specialties  including 
commercial,  residential,  industrial,  retail, 
development,  international  transactions, 
rehabs,  property  management,  auctions 
and  buyer  brokers.  CAR's  school  pro- 
vides premier  training  for  those  who  wish 
to  begin  a  career  in  real  estate  as  well  as 
those  who  want  to  advance  in  the  field. 
CAR's  Real  Estate  Education  Foundation 
offers  scholarships  to  deserving  students 
to  continue  their  studies  in  the  field  of 
real  estate  as  well  as  to  help  educate  the 
public  on  important  real  estate  issues. 

If  you  or  your  company  are  considering 
relocatingrfo  Chicago,  contact  a  Chicago 
Association  of  REALTORS®  member. 


(hitaaoCB 

O         PEAlTOO* 

Association 
of  Realtors 


www.car-realtor.com 

(312)803-4900   Fax:(312)803-4905 


Property 

Consultants 

Leaders  in  Sales, 
Development  and 
Consulting 


Best  Real  Estate 
Office  in  Chicago 

773* 489*4444 


Advertisement    26 


A  World  of 

Solutions 

For  All  "four 

Technology 

Needs. 

Sayers  Computer  Source  has  been 
recognized  as  the  leading  source  of 
computer  products  and  technology 
solutions  for  over  16  years.  Sayers 
iffers  the  development,  management 
d  maintenance  of  custom  solutions, 
designed  to  improve  your  organization's 
productivity. 

For  more  information,  contact  us  at: 

1-877-4-SAYERS 
www.sayers.com 


COMPUTER 


SOURCE 


Representing  fine  products 
from  partners  si 
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"Chicago  is  really  a  great  city.  It's  a  hub 
for  air,  road,  rail  and  shipping.  It's  easy 
to  get  in  and  out  of,"  Catalano  says. 
"From  a  workforce  standpoint,  Chicago 
has  a  highly  educated,  strong  Midwest 
work  ethic.  People  around  here  grow  up 
understanding  that  you  have  to  work  hard." 

Like  many  other  corporations,  Amoco 
is  involved  in  "giving  back"  to  the  com- 
munity, providing  $2,000  college  schol- 
arships to  70  Chicago  high  school  stu- 
dents and  raising  money  for  Children's 
Memorial  Hospital. 

Catalano  believes  that  Chicago's  size 
makes  it  "easier  to  pull  things  together 
and  get  something  done.  Chicago  has  all 
the  amenities  of  a  big  city,  but  it's  not  so 
big  that  you  can't  get  your  arms  around  it." 

Transportation 

Virtually  every  person  who  talks  about 
Chicago's  competitive  advantages  men- 
tions O'Hare  International  Airport,  the 
world's  busiest  airport,  with  more  than 
70  million  travelers  passing  through  its 
gates  each  year.  As  the  only  U.S.  airport 
with  both  United  Airlines  and  American 
Airlines  hubs,  O'Hare  offers  travelers 
more  direct  flights  to  cities  around  the 
world  than  any  other  airport  in  the 
country. 

As  the  world's  largest  air  carrier, 
United  has  become  synonymous  with 
Chicago,  where  it  is  headquartered,  and 
where  it  continues  to  lead  the  industry. 
United  runs  2,300  flights  a  day  to  136 
destinations  in  28  countries. 

United's  reasons  for  being  here, 
according  to  Chairman  and  CEO  Gerald 
Greenwald,  are  that  "Chicago  is  one  of 
the  world's  most  dynamic  cities,  and 
Chicago  is  a  great  place  to  do  business. 
We  are  extremely  proud  to  call  Chicago 
home  to  our  largest  hub  and  our  corpo- 
rate headquarters." 

O'Hare   inherited   the   title  of  the 


"world's  busiest  airport"  from  its  Sou 
Side  sibling,  Midway  Airport,  which  h: 
been  the  reigning  champion  virtua 
since  the  dawn  of  aviation.  Midway  h 
fallen  on  hard  times  for  many  years,  b 
has  returned  to  full  capacity,  thanks  ; 
the  extraordinary  success  of  Southwe 
Airlines,  which  runs  dozens  of  dai 
flights  out  of  Chicago.  Today,  Midway 
embarking  on  a  $700  million  upgrac 
that  includes  a  new  terminal,  more  gad 
and  additional  parking. 

But  Chicago's  transportation  infr 
structure  gets  even  better  once  a  visitor 
on  the  ground.  Chicago  is  the  only  ci 
in  America  where  both  major  airports  a 
connected  to  downtown  by  rapid  trans 
O'Hare  even  has  a  commuter  rail  stc 
that  is  only  a  short  bus  ride  away.  Undi 
normal  traffic  conditions,  Midway  is  ju 
20  minutes  from  downtown  and  O'Ha 
about  a  half  hour  by  car,  although  it  a 
take  considerably  longer  in  rush  hour. 

The  Chicago  Transit  Authority  rui 
one  of  the  nation's  few  24-hour  train  sy 
terns,  although  cuts  in  federal  and  sta 
funding  have  led  to  reductions  in  nigh 
time  service.  The  system  has  close  i 
1,200  train  cars  and  2,000  buses  travet 
ing  a  total  of  2,100  miles  of  roads  ar 
rails.  And,  while  cities  all  across  Ameri< 
are  retreating  from  transit  service  ar 
succumbing  to  the  almighty  automobil 
Chicago  recently  built  a  brand-new  $41 
million  rapid-transit  line  to  Midway  Ai 
port,  spent  more  than  $400  million  i 
completely  rehab  the  Green  Line,  and 
spending  millions  more  on  static 
improvements  throughout  the  system. 

The  new  management,  under  form 
Daley  aide  and  U.S.  Department  < 
Transportation  Assistant  Secretary  Frar 
Kruesi,  is  committed  to  bringing  bac 
the  ridership  with  fare  cuts  and  innov 
tive  management  techniques  like  sche< 
uled   service   and   alternative    trans 


And  you  thought 

Chicago's  Bulls  and  Bears 

wore  shorts  and 

shoulder  pads. 

This  phenomenal  foursome  has  firmly 

established  Chicago  as  one  of  the  world's  most  competitive, 

innovative  financial  centers.  Whether  the  name 

of  the  game  is  defensively  managing  risk  or 

aggressively  maximizing  opportunity, 

this  team  of  leaders  is  ardently  followed 

by  financial  managers  around  the  world. 

Chicago  Board  of  Trade  and  Chicago  Mercantile  Exchange: 

The  world's  two  leading  futures  and  futures 

options  exchanges.  Where  floor  trading  and  electronic 

trading  join  forces  to  provide  markets  for  short-  and 

long-term  interest  rates,  equity  indexes,  foreign 

currencies  and  agricultural  products. 

The  Chicago  Board  Options  Exchange: 

The  world's  largest  options  exchange,  where  options  trade 

on  more  than  1,300  stocks,  the  S&P100&(OEX®), 

S&P500'(SPX™),  Dow  Jones  Industrial  Averageoa(DJX), 

NASDAQ-100"y(NDX"),  and  over  40  other  sector 

and  international  stock  indexes. 

The  Chicago  Stock  Exchange: 

The  second  largest  stock  exchange  in  the  U.S., 

where  more  individual  stocks  (including  NYSE,  Amex, 

NASDAQ  and  CHX  exclusive  issues)  are  traded 

than  at  any  other  exchange. 

%  Chicago  Board  of  Trade 


CHICAGO  MERCANTILE  EXCHANGE 

O^TheChicagoBoard 
Options  Exchange 
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It's  great  to  get  the  recognition  you  deserve.  At  Arthur 
Andersen,  we'd  like  to  add  our  congratulations,  too.  Many  of 
you  are  our  clients  already,  and  we're  proud  to  have  played  a 
part  in  your  success. 

If  you  aren't  our  client,  perhaps  you  should  consider  it.  The 
Emerson  Research  Company  just  released  the  results  of  its 
1998-99  Big  Five  U.S.  Multinational  Companies  Client 
Satisfaction  Study.  Of  the  Big  Five  accounting  and  consulting 
firms,  Arthur  Andersen  ranked  first  in  overall  client 
satisfaction  and  earned  the  only  "5  STAR"  rating. 

We're  also  committed  to  serving  small  and  growing  businesses. 
Our  Enterprise  group  provides  a  complete  range  of  audit, 
tax,  consulting,  and  business  advisory  services  to  companies 
like  yours. 

We're  proud  of  our  client  service  record.  Like  you,  we're 
honored  to  have  been  noticed.  But  for  85  years,  Arthur 
Andersen  has  succeeded  for  only  one  reason.  Because  our 
clients  have  succeeded  too. 
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Call  Paul  Cahn  (312)  931-1196 
www.arthurandersen.com 


.Arthur 
Andersen 


investing.' 


At  Loyola  University  Health 
System,  you'll  find  us  investing  in 
new  technologies  and  procedures 
on  behalf  of  our  patients.  We 
invest  in  students  who  will 
become  tomorrow's  physicians. 
And  we  deliver  value-driven 
health  care  that  makes  a  real 
difference  in  people's  lives.  Our 
commitment  to  research,  educa- 
tion and  patient  care  has  made  us 
a  leader,  not  only  in  the  Chicago 
area,  but  throughout  the  country. 

For  an  Executive  Wellness 
Assessment,  call  888-LUHS-888. 
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LOYOLA 
UNIVERSITY 

HEAi  rH  SYSTEM 

Loyola  Unive  sity  Chicago 
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modes,  including  vans  and  midsi 
buses. 

"Our  transportation  system  is  fab: 
lous,"  says  Dr.  Henikoff  of  Rush-Pre 
byterian-St.  Luke's  Medical  Centd 
"People  can  get  downtown,  and  on 
they  get  here,  they  can  get  around." 

Adds  Richard  Keyser,  CEO  of  W.A 
Grainger,  Inc.,  a  distributor  of  mo* 
than  200,000  different  business  equii 
ment  products,  "By  any  measub 
Chicago's  extraordinary  transportatk 
system  exceeds  that  of  every  other  ci 
in  America  and  remains  one  of  our  lea 
ing  competitive  advantages." 

Best  described  as  a  hardware  store  f 
businesses,  Grainger  sells  everythin    i 
from  generators  to  hand  tools,  air  ci    aii 
culators  and  engines  to  customers  lil 
General  Motors,  American  Airlines  an 
Disney  World.   With   operations 
Canada,  Mexico  and  Puerto  Rico,  tl 
Lincolnshire-based  company  has  mo 
than  15,000  employees  in  more  thr. 
520  branch  offices,  and  annual  sales 
more  than  $4. 1  billion. 

"When  you're  distributing  product ; 
over  the  country,  Chicago's  a  great  pla 
to  be  because  it's  a  central  location 
Keyser  says. 

Equally  important,  however,  is  th 
Chicago's  workforce  "is  well  educate 
highly  motivated,  has  good  values  and 
great  work  ethic,"  he  says.  "And  tl 
quality  of  life  has  the  ability  to  attra 
good  executives." 

Keyser  believes  that  Chicago's  bus 
ness  community  is  more  involved  in  tl 
health  of  the  city  than  anywhere  els 
"The  alliance  between  government  ar 
business  is  strong,  and  there's  a  go< 
mix  of  business  here.  We're  not  depei 
dent  on  one  industry." 

He  concedes  that  Chicago  is  a  litt 
cold  in  the  winter,  but  says  the  summ 
makes  up  for  it,  adding,  "We  don't  {    - 


• 


Id 
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nywhere  in  the  summer  because  it's  so 
i  ice  here. 

■  Tell  that  to  Rufus  Porter's   14,000 
implovees.  who  have  to  do  their  jobs  six 
jays  a  week,  regardless  of  rain,  sleet, 
riow  or  gloom  of  night.  As  district  man- 
ger and  Chicago  postmaster  for  the 
Inited  States  Postal  Service,  he's  in 
liarge  of  moving  more  than  nine  mil- 
ion  pieces  or  mail  each  day. 
I  Porter  took  over  the  Chicago  district 
liree  years  ago  amid  charges  of  mail 
ping  lost  in  certain  areas,  slow  service 
rid  a  general  indifference  to  the  con- 
bpt  of  customer  service.  From  a  brand- 
tw,  more  efficient  General  Post  Office 
lowntown,   he  says,   the  district   is 
Icceedinsz   national   averages   bv   the 


Rufus  F.  Porter 

District  Manager/Postmaster, 

United  States  Postal  Service 

Chicago  District 


SPS's  three  key  indicators:  overnight 
ail,  two-day  and  three-day  mail  and 
ioriry  mail. 

"It's  basic  process  management.  We 
stematized  a  way  that  a  letter  carrier 
oes  his  or  her  job  —  and  then  we  do 
better,'"  Porter  says. 
He  adds  that  management  improve- 
ents  will  continue:  "The  most  impor- 
nt  thing  for  us  is  helping  our  employ- 
s  understand  our  core  business,  which 
getting  the  product  into  the  end 
:ers'  hands.  We're  developing  a  clearer 


understanding  of  the  business  commu- 
nity's requirements." 

For  example,  the  USPS  began  meeting 
reguladv  with  the  local  banking  industry 
to  discuss  ways  to  improve  service. 
Today,  he  says,  Chicago-area  banks  have 
the  fastest  turnaround  time  for  bank- 
related  mail  in  the  country.  Porter  has 


also  established  "customer  advisory  coun- 
cils" with  second-class  mail  customers, 
in-home  businesses  and  residential  users. 
"For  every  segment  of  our  customer 
base,  we  have  a  focus  group  or  advisory 
council,"  Porter  says.  He  adds  proudly, 
"The  model  developed  here  will  become 
a  national  model." 


You're  on  a  first 

name  basis  with  your 

accountant/  your  lawyer 

and  your  suppliers. 

What  about  your  banker? 


You  need  a  business  resource. 

We've  been  helping  Midwest 
businesses  for  over  140  years. 
Whether  you  do  business 
around  the  corner  or  around 
the  world,  Bank  of  America 
can  provide  almost  any 
financial  service  you're 
likely  to  need. 

For  more  information, 
please  call  (312)  828-2345. 

put  your  business  in  motion 


m 


Bank  of  America 


Bank  of  America  NT&SA  •  Member  FDIC 


www.bankamerica.com 
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SENSES. 
800  EXHIBITS. 
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CHICAGO 

57th  Street  and  Lake  Shore  Drive 

(773)684-1414 

1  (800)  GO  TO  MSI  •  www.msichicago.org 
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Preserving  the  Past. 
Building  the  Future. 


For  over  25  years  Friedman  Properties 
has  been  the  leader  in  the  restoration  and 
the  rebuilding  of  River  North.  With  just  a 
short  walk  through  our  neighborhood  of 
42  buildings  and  9  square  blocks,  you'll 
see  why  more  businesses,  restaurants, 
retailers  and  entrepreneurs  are  relocating 
to  a  Friedman  Property.  Quality  and 
respect  for  the  past  will  drive  our  future 
...be  a  part  of  it. 


River  North  Center 

a  new  exciting  mixed  use  development 

coming  soon 

FRIEDMAN 
PR©PERTIES§ 

500  North  Dearborn  Street 
Chicago  IL  60610 

312.644.1100 


Frenetic  activity  at  the  Chicago  Stock  Exchange 


Real  Estate 

Porter's  model  will  certainly  be  put  to 
the  test  if  the  area's  real  estate  industry 
maintains  its  pace  of  the  last  few  years. 
Single-family  housing  prices  are  up  1 0% 
in  the  city  and  11%  in  the  suburbs  since 
1995,  according  to  the  Chicago  Associa- 
tion of  Realtors. 

"We've  been  breaking  records  for 
home  sales  in  the  city  for  five  years,"  says 
Jim  Ascot,  president  of  the  Chicago 
Association  of  Realtors,  which  represents 
6,700  real  estate  brokers  and  agents  in 
the  Chicago  area. 

"Young  professionals  are  staying  in  the 
city.  Empty  nesters  are  also  coming  back 
into  the  city,  because  they  see  Chicago  as 
a  great  place  to  enjoy,"  Ascot  says.  "And 
because  of  low  interest  rates,  more  people 
can  afford  it.  Chicago  is  known  for  get- 
ting good  values." 

As  for  the  downtown  area,  "We're 
starting  to  see  cranes  on  the  skyline  for 
the  first  time  since  the  mid-'80s,  and  the 
office  market  is  very  healthy,"  Ascot  says. 
He  points  out  that  even  the  least  desir- 
able downtown  office  buildings  have 
found  a  new  market  and  are  being 
rehabbed  for  residential  tenants. 

Vacancy  rates  for  class-A  office  space 


M. 


in  Chicago  were  at  8.1%  in  the  sprin 
Recently,  several  landmark  Chica, 
properties  —  the  Sears  Tower,  the  Mi 
chandise  Mart  and  the  Apparel  Cen 
—  changed  hands  for  a  combined  to* 
of  roughly  $1.4  billion.  Suddenly,  t.  sku 
commercial  real  estate  sector  has  reawa 
ened  after  a  decade  of  slumber  followi; 
overbuilding  in  the  1980s. 

Robert  Wislow,  chairman  of  U 
Equities  Realty,  one  of  Chicago's  ti 
commercial  real  estate  management  ai. 
development  firms,  says,  "As  the  met 
area  keeps  growing,  transportation  nee 
rise,  especially  in  the  suburbs.  Th 
means  expanding  downtown  is  the  \o\ 
cal  choice,  and  the  oversupply  of  offi 
space,  while  it  may  have  hurt  the  re 
estate  industry,  was  good  for  tenant 
Ultimately,  it  has  made  Chicago  a  mo 
attractive  place  for  corporations  seekil 
to  expand." 

Similarly,  the  region's  industrial  re 
estate  market  is  also  positioned  i 
growth,  according  to  CenterPoint  Pro 
erties  CEO  John  Gates,  whose  compai 
is  the  largest  landlord  in  the  region,  wi 
27  million  square  feet  in  its  portfoli 
and  the  fourth-largest  industrial  prop* 
ty   company   in    the   U.S.    Chicag< 


Advertisement    31 


toric  and  continuing  role  as  a  center 
manufacturing  and  transportation  is 
e  reason  why  the  Chicago  area  today 
as  a  total  of  1.2  billion  square  feet  of 
idustrial  real  estate  —  "the  largest 
idustrial   real   estate   market   in   the 

rid.  Gates  says.  "We're  close  to 
here  goods  are  made.  We  re  the 
ipital  or  manufacturing.  And 
ierv  global  organization  has  a 
bstantial  distributor  in  Chicago. 
"The  Chicago  area's  strength  as 
labor  market  is  also  a  major 
traction  to  new  industry.  Gates 
Ids.  "There  is  early  evidence  that 
eople  are  saying  they  need  to 
ove  their  plants  back  to  reliable  sources 
f  labor,  and  we  are  by  far  the  largest  and 
:st  labor  torce  in  the  Midwest.  In  fact, 
:  have  the  largest  labor  market  in  the  U.S." 
Cleanups  of  a  different  kind  are  Albert 
iedmans  specialty.  As  the  unofficial 


"mayor"  of  the  River  North  neighbor- 
hood, Friedman  almost  single-handedly 
transformed  one  of  Chicago's  worst 
slum;  into  one  of  the  nation's  most 
dynamic  business,  dining  and  entertain- 
ment districts. 


Chicago  is  the  premier  city 

in  America  in  terms  of  urban 

renaissance,  and  much  of  the 

credit  goes  to  the  vision  and 

foresight  of  Mayor  Daley. 

Albert  Friedman,  Founder, 
Friedman  Properties 


Friedman  Properties  owns  or  manages 
42  commercial  properties  totaling  more 
than  2.5  million  square  feet  in  the  area 
just  across  the  Chicago  River,  north  of 
the  Loop.  Bordered  on  the  east  by  the 
area's  upscale  retail  district,  River  North 


features  block  after  block  of  four-star 
restaurants,  nightclubs  and  tourist-filled 
eateries  like  Planet  Hollywood  and  the 
Hard  Rock  Cafe.  In  August,  Friedman 
announced  his  latest  project  —  turning 
the  riverfront  Traffic  Court  building 
between  LaSalle  and  Clark  streets 
into  a  retail,  residential  and  office 
complex. 

"Chicago  is  the  premier  city  in 
America  in  terms  of  urban  renais- 
sance, and  much  of  the  credit  goes 
to  the  vision  and  foresight  of 
Mayor  Daley.  He's  softened  the 
edges  of  the  city  and  humanized 
the  whole  urban  experience," 
Friedman  says. 

The  result:  "Chicago  has  become  a 
true  24-hour  community.  We're  getting 
the  tourists  who  stay  an  extra  day  and 
spend  an  extra  dollar  —  and  tell  me, 
how  quickly  can  you  get  to  the  beach 


A  lot  of  people  today  go  to  work  without 
ever  going  to  work.  Instead  of  doing  busi- 
ness where  they're  supposed  to,  they're 
doing  it  where  they  want  to. 

They  thrive  on  new  ideas.  They  appre- 
ciate innovation.  They  want  easier  access 
to  quality  care  through  national  networks. 

So  more  of  them  get  their  health  care 
plans  from  Blue  Cross  and  Blue  Shield  of 
Illinois. 

The  company  that's  been  thinking 
ahead  for  more  than  60  years.  A  company 
with  plans  for  the  future. 


BlueCross  BlueShield 


of  111 


inois 


www.bcbsil.com 
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Experience  a  Superior  Education 
in  a  World-Class  City 


Enriching  our  curriculum. 
Extending  our  classrooms. 
Expanding  our  research. 
Engaging  our  students. 
Employing  our  graduates. 

Chicago.  It  is  a  proud  part  of  our  name, 
our  tradition,  our  future.  And,  most  a 

important,  it  is  our  home.  Why  not  1 

make  it  yours? 

Call  today  for  more  information 
about  programs  of  study  for 
undergraduates,  graduates, 
professional  and  adult  students. 

1 

Nationally  Recognized.  Individually  Focused.      ® 

LOYOLA 
|  UNIVERSITY 
g  CHICAGO 

Call  us  today: 
1-800-7-LOYOlA  (i  8oo  -m  m 

ext.  76213  I  www.luc.edu  ] 


from  Manhattan?"  Friedman  asks  pointedly. 

He  credits  the  alliance  between  busi- 
ness and  government  for  creating  the 
city's  remarkable  pace  of  development. 
"We  have  a  partnership  where  one  plus 
one  equals  three.  This  mayor  is  putting 
the  city's  money  on  the  line,  and  there's 
nothing  better  for  the  business  commu- 
nity than  a  stable,  progressive  adminis- 
tration that  is  willing  to  step  up." 

One  place  the  city  stepped  up  was  in 
"demalling"  State  Street,  a  $25  million 
project  to  restore  the  once-thriving 
downtown  shopping  district  after  two 
decades  of  decline.  The  city  brought 
back  the  traffic,  shrunk  the  sidewalks  to 
normal  widths,  and  put  in  antique  light- 
ing, new  plantings  and  beautiful  subway 
entrances.  As  a  result,  the  throngs  of 
shoppers  have  returned. 

Today,  the  vacancy  rate  on  State  Street 
is  less  than  2%.  The  south  end  of  State 


Street  has  become  an  education  district 
with  branch  campuses  of  several  local 
colleges  and  universities,  anchored  by  the 
$145  million  Harold  Washington 
Library.  On  the  north  end,  new  shops 
like  Old  Navy  have  joined  veteran  retail- 
ers like  Marshall  Field's. 

Field's  President  Daniel  Skoda,  one  of 
the  leading  proponents  of  the  State  Street 
renovation,  says,  "We  have  reconnected 
State  Street  to  the  rest  of  downtown 
Chicago.  Now  its  cabs  and  cars  drop  off 
people  in  front  of  stores.  We've  seen  dra- 
matic increases  in  tourists  —  especially 
on  weekends  —  and  we  hear  a  lot  of  for- 
eign languages  on  the  street.  It's  very 
exciting  for  the  city." 

Skoda  points  out  that  the  Daley 
administration's  effort  to  restore  the  adja- 
cent Randolph  Street  theater  district  will 
further  attract  people  to  the  Loop,  as  well 
as  additional  retail  developments  and 


hi 


entertainment  attractions.  In  fact,  i\l 
city  has  been  in  discussion  with  seve 
developers  to  make  use  of  the  lor 
vacant  Block  37,  directly  opposite  Field 

Meanwhile,  over  in  the  somewK 
trendier  and  pricier  Michigan  Averr 
retail  district,  the  long-awaited  Noj1 
Strom's  development  is  under  way,  bri 
ing  yet  another  major  retailer  to  an  ail 
that  already  includes  Bloomingdah 
Saks  Fifth  Avenue,  Crate  &  Bar 
Brooks  Brothers,  Niketown  and  doze 
of  other  upscale  retailers. 

"The  quality  of  the  architecture,  t 
landscaping  and  the  selection  of  retail 
make  this  one  of  the  leading  destinatic 
in  the  world,"  says  Russ  Salzman,  exea 
tive  director  of  the  Greater  North  Midi  mi 
gan  Avenue  Association.  "The  best  thii 
about  Michigan  Avenue  is  that  it's  I  H 
contained  within  one  mile.  You  do 
need  to  drive  from  one  store  to  the  oth 
It's  a  walker's  paradise,  and  that's  whyi 
attracts  so  many  tourists 

Education 

Mayor  Daley  may  be  remembered  f  I 
many  things:  his  unpolished  and  imps 
sioned  speaking  style,  his  successful  ui 
fication  of  the  city  following  the  fracdo  I 
politics  of  the  1980s  and  his  obsessiu 
with  greenery.  In  his  own  view,  howev 
Daley's  legacy  remains  an  open  questic 
until  he  completes  the  turnaround  of  t| 
Chicago  public  schools. 

"Assuming  responsibility  for  the  pub 
school  system  is  the  most  importaj 
thing  we've  done,"  Daley  says. 

Since  being  elected  in  1989,  Daley  h  I 
relentlessly  called  for  education  reforrr 
promoted  school  safety,  encouragi 
greater  parental  involvement  and  push 
for  higher  standards  and  greater  accour 
ability.  But  it  was  not  until  a  package 
education  reforms  became  state  law 
1995  that  Daley  was  finally  given  tl 
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his  of  the  nation's  third-largest  school 
Strict,  with  some  415,000  students. 
In  short  order,  Daley  appointed  his 
■lief  of  Stan1  Gery  Chico  as  president  of 
r  five-member  School  Reform  Board 
JThistees,  which  replaced  a  1 5-member 
Aool  board.  Daley  also  installed 
I  voluble  and  energetic  Budget 
tector  Paul  Vallas  as  chief  execu- 
<_•  officer  of  the  45,000-employee 
Aool  system. 

in  a  whirlwind  or  activity  that 
lowed,  Chico  and  Vallas  elimi- 
:ed  a  four-year,  SI. 3  billion 
Icit,  successfully  negotiated  a 
year  teachers'  contract,  and 


activity  at  or  near  schools. 

They  also  eliminated  "social"  promo- 
tions, holding  back  thousands  of  kids 
and  sending  them  to  summer  school 
until  performance  improved.  A  back-to- 
basics  curriculum  was  introduced.  Bad 


Last  year,  more  than 

700  business  leaders 

served  as  "Principals  for  a 

Day"  in  every  single 

school  in  the  city. 


eloped  an  $850  million  capital 
provement  plan  as  well  as  a  clear  set  of 
demic  guidelines  to  raise  student 
lievement.  The  team  also  cracked 
wn  on  truancy  and  imposed  a  zero- 
rance  policy  for  weapons  and  gang 


teachers  were  fired  and  incompetent 
principals  replaced,  while  good  ones  were 
empowered  to  innovate.  More  than  100 
schools  were  put  on  academic  probation. 
Those  that  failed  to  improve  were 
restaffed  with  academic  "master"  teams 


from  other  schools  or  from  outside  the 
system.  The  results:  rising  test  scores, 
attendance  and  graduation  rates. 

Grant  money  started  pouring  in:  $4 
million  from  McDonald's  Corporation 
for  after-school  programs  and  $  1 1  mil- 
lion from  the  National  Science 
Foundation  for  a  math  and  sci- 
ence research  center  affiliated  with 
Northwestern  University.  Even 
the  state  of  Illinois,  which  had 
been  underfunding  the  system  for 
years,  claiming  too  much  money 
was  being  wasted,  finally  came  up 
with  some  additional  funding  for 
the  schools. 
After  getting  control  of  the  finances, 
Chico  and  Vallas  upped  the  capital  pro- 
gram to  more  than  $2  billion.  Today,  vir- 
tually every  school  in  the  system  has  seen 
some  kind  of  physical  improvement.  The 
school  system  also  joined  forces  with  the 


ou'd  be  surprised  who's  holding  conventions  in  Chicago, 


From  the  Association  of  Iron  &  Steel  Engineers  to  the  Doll 
&  Teddy  Bear  Show,  organizations  of  all  shapes  and  sizes  are 
choosing  Chicago  as  the  site  of  their  next  convention.  Why?  For  the 
same  reasons  that  larger  shows  have  always  come  here.  Chicago 
conventions  draw  over  4  million  attendees  every  year.  Chicago  is 
more  accessible  by  air,  rail  or  road  than  any  other  city.  And  Chicago 
provides  an  extensive  support  network  of  skilled  professionals  and 
craftspeople  to  ensure  that  every  show  runs  smoothly.  With  such  a 
winning  combination  of  assets,  isn't  it  only  natural  that  Chicago 
draws  such  an  interesting  combination  of  attendees? 


For  more  information,  contact  the 
Chicago  Convention  and  Tourism  Bureau: 

312.567.8500  •  fax:  312.567.8533 

www.chicago.il.org  •  www.mccormickplace.com 

Washington  D.C.  office:  202.296.9060  •  fax:  202.833.0360 

Illinois 
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do  you  know 
hOW  ItlUCh  your  industrial  real  estate 
and  equipment  f  QQ  j  |y  COSt  yOU? 

Let  us  minimize  your  costs  and  maximize  the 
returns  to  your  business. 

If  you  would  like  to  learn  more  about  CenterPoint  Properties, 
contact  Paul  Ahern  or  your  industrial  real  estate  broker. 


^MCenterPoint 

^|P^>t    PROPERTIES* 

"Where  Industry  Works" SM 


1808  Swift  Drive 

Oak  Brook,  Illinois  605231501 

630.586.8000  tel   630.586.8010  fax 

www.CenterPoint-Prop.com 


UlC's  Metropolitan  Commitment  in  Action 

Through  the  Great  Cities  initiative,  UIC  has 

committed  to  be  the  source  of  health,  the  leader 

in  education,  and  a  resource  for  community 

development  in  metropolitan  Chicago. 


This  is  exactly  the  role  a  publicly 
funded  university  ought  to  play. 

-  Chicago  Sun -Times 


UIC 


University  of  lllino's 
at  Chicago 

For  more  information,  please  call  (312)  996-2161 


UIC  S  METROPOLITAN  COMMITMENT 


Park  District  and  the  city  to  com 
hundreds  of  acres  of  unsightly  cone 
schoolyards  into  "school  park  campu 
with  new  grass,  plantings  and  decora 
fencing. 

And  the  business  community  step 
up,  adopting  new  schools  under 
mayor's  School  Partners  Program,  r. 
viding  direct  cash  grants,  sending  tl 
employees  out  on  a  regular  basis  to  I 
and  mentor  students,  and  offer 
summer  internships  to  thousands  of  h 
school  students.  Last  year,  more  tl 
700  business  leaders  served  as  "Princif 
for  a  Day"  in  every  single  school  in 
city.  Today,  four  years  into  the  effort, 
relationship  between  academic  and  bt 
ness  leadership  is  stronger  than  ever. 

"They've  been  our  number  one  ; 
and  supporter,"  says  Chico,  citing  ; 
business  community's  role  in  draff 
and  passing  the  1995  state  legislat 
and  their  direct  support  through 
School  Partners  and  Principal  for  a  I 
programs. 

"For  years,  the  business  commun 
tried  to  help,  but  since  the  mayor  to 
over,  there's  a  renewed  enthusiasm,  2 
that's  translating  into  tangible,  real  pi 
nerships,"  says  Vallas. 

Chico  points  out  that  the  schools  i 
the  business  community  have  a  symbi 
ic  relationship  that  warrants  the  kind 
cooperation  evident  today.  "The  edu 
tion  system  is  the  future  of  the  lal 
force.  It's  their  future  customer  ba 
Good  schools  are  a  big  recruiting  to 
And  it  creates  a  positive  environment 
the  city.  The  Chicago  public  schools  ai 
big  reason  homeowners  are  staying.  Gc 
schools  improve  property  values." 

Business  leaders  echo  Chico's  remai 
"Part  of  our  commitment  is  ro  prep 
people  for  jobs.  We  hope  young  peo 
grow  up  with  the  exchanges  as  part 
the  culture,"  says  Bill  Brodsky,  chairrr 


Chicago 

Your  Business  Address 


Retailers  manufacturers 
and  corporations 
alike  have  discovered 
that  Chicago  has  all  the 
ingredients  they  need  tor 
success.  In  tact,  more 
businesses  ire  locating 
their  companies  to 
Chicago  than  to  any 
other  city  in  the  nation. 

\Vhv'  Because  of  Chi< 
advantages — a  pro-business 
attitude,  a  highly  skilled 
and  diverse  labor  force 
(with  7  million  people  in 
the  metropolitan  area), 
3.3  million  square  feet  of 
convention  space,  fast- 
paced  trading  floors  and 
the  nation's  shipping  center. 


Cflfl  Business  Express  for  access  to  all  city  sevAces 
and  information  312/744-CITY 

Facts  about  Chicago 


We  also  have  a  high  quality 
of  life,  which  plays  a  key 
role  today  in  where  busi- 
nesses relocate.  Our 
residents  enjoy  more  than 
29  miles  of  lakefront;  a 
premier  public  transporta- 
tion system;  top  notch 
schools;  and  world  class 
architecture,  museums, 
restaurants  and  music. 

The  Department  of 
Planning  and  Development 

is  eager  to  show  you 
Chicago's  advantages.  We 
have  the  programs  and 
information  you  need  to 
keep  your  business  and  the 
city  thriving  and  growing. 


348  factories 


9.6  million  people 


or  expan 


million  people  attended 


38,33. 
conventions  in 


Chicago's 


retail  sales 
>0.5  billion 


1 3  daily  newspa- 
pers, 1 4  television  stations  and 
1 00  radio  stations 


33  Fortune  500  companies 


28  nations  trade  commis- 

sions 60  have 

consulates  in  Chicago 


1 29  world  class 


museums 


The  City  of  Chicago 
Richard  M.  Daley,  Mayor 


Chicago  Fact  Book: 
http://www.ci.chi.il.us/wm/dpd 


Christopher  R.  Hill 
Department  of  Planning  &  Development 
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Locals  and  tourists  alike  enjoy  Chicago's 
annual  "Taste  of  Chicago"  festival. 

of  the  Chicago  Board  Options  Exchange. 

Brodsky's  dream  is  shared  by  another 
prominent  Chicagoan  whose  involve- 
ment in  improving  the  schools  is  typical 
of  the  city's  corporate  community.  John 
Rogers,  president  of  Ariel  Capital,  one  of 
the  country's  few  black-owned  money 
management  firms,  began  the  Ariel 
Community  Academy  (ACA)  two  years 
ago  under  the  Chicago  Public  Schools 
"Small  Schools"  program.  With  160  stu- 
dents in  pre-kindergarten  through 
second  grade,  ACA  is  adding  a  new 
grade  each  year  until  it  has  a  full  pre- 
kindergarten  through  12th-grade  school. 

This  year,  ACA  is  introducing  a  new 
curriculum  to  teach  students  about  per- 
sonal investing  and  is  creating  an  invest- 
ment fund  with  $500  in  each  student* 


name.  Eventually  the  money  will  help 
pay  for  school  and  community  improve- 
ments as  well  as  college  scholarships. 

"Every  study  shows  that  kids  learn 
through  real-life  experience.  This  is'  real 
money,  and  by  the  time  they  are  1 2  years 
old,  they'll  be  making  actual  investment 
decisions,"  says  Rogers,  who  is  also  pres- 
ident of  the  Chicago  Park  District  Board 
of  Commissioners. 

Rogers  is  on  something  of  a  mission  to 
encourage  personal  investing  among 
African  Americans,  who,  surveys  show, 
are  underinvested  in  the  stock  market. 
"My  goal,"  he  adds,  "is  to  make  the  stock 
market  a  topic  of  conversation  at  the 
dinner  table  in  every  African  American 
home,  and  this  is  one  of  the  ways  we're 
doing  that." 

Throughout  Chicago,  businesses  are 
demonstrating  their  support  and  com- 
mitment to  the  Chicago  Public  School 
System.  For  example,  Hyatt  Hotels  has 
built  a  fully  equipped  food  service  train- 
ing center  at  Clemente  High  School  that 
trains  students  for  the  hospitality  indus- 
try. More  than  a  dozen  area  retailers,  in 
association  with  a  local  management 
consulting  firm,  Target  Group,  partici- 
pate in  a  school-to-work  program  in  12 
Chicago  high  schools,  which  offers 
summer,    after-school    and    full-time 

u 

Every  one  of  our 

colleges  has  initiatives 

related  to  computers. 

Our  undergraduate 

program  is  growing  from 

outside  the  area  because 


of  Chicago 's  image. 


ff 


Father  John  Pederit,  President, 
Loyola  University 


employment  to  hundreds  of  stude 
United  Airlines  works  with  20  si: 
graders  and  their  families  at  an  elem 
tary  school  in  Lawndale  to  get  them  s 
cessfully  to  college  and  also  partners  w 
two  high  schools  to  prepare  students 
aviation  industry  jobs. 

While  the  public  school  system  I 
tinues  to  rebuild  with  the  help  of 
Chicago  corporate  community,  the  ci 
higher  education  system  is  thrivii 
Loyola  University's  business  school  rai 
in  the  top  10%  nationwide.  The  Je 
university  offers  144  separate  gradu 
and  undergraduate  degrees  for  more  tl 
14,000  students  at  five  separate  campu 
throughout  the  Chicago  area. 

For  Loyola  President  Father  Jofl 
Pederit,  however,  the  best  classroom™ 
all  may  be  the  city  itself.  Loyola  run 
program  called  "The  Freshman  Expe 
ence,"  under  which  the  university  bi 
tickets  to  a  range  of  cultural  events  a 
provides  them  to  new  students  at  a  d 
count. 

"We  want  to  use  the  cultural  resour. 
of  the  city.  We  know  that  once  we  inn 
duce  them  to  the  theater  and  museun 
they  will  go  on  their  own,"  he  says 

Pederit  considers  the  mayor's  com 
ment  to  fixing  the  schools  "the  m 
important  thing  he  has  done."  He 
equally  effusive  about  the  city's  growi 
reputation  as  a  center  for  technology  a 
information  sciences. 

"Every  one  of  our  colleges  has  init 
tives  related  to  computers.  Our  und< 
graduate  program  is  growing  from  oi 
side  the  area  because  of  Chicag 
image,"  he  says,  referring  to  schools  li 
the  Illinois  Institute  of  Technology  ai 
the  growing  software  industry. 

Loyola  has  been  placing  more  ai 
more  students  each  year  in  busine 
internships.  It  also  recently  introduc 
two  new  masters  degree  programs 


{EARLY  RUSH) 


CHICAGO    IS 

CONSIDERED    THE 

SECOND    CITY,    THE    WINDY 

CITY,    AND    THE    CITY 

OF    BIG    SHOULDERS. 


HOWEVER,     WHEN    RUSH 

WAS    FOUNDED,    CHICAGO 

WASN'T    CONSIDERED 

A    CITY    AT    ALL. 


w 

When  Rush  was  originally  founded  as 
a  medical  college  in  1837,  the  "village"  of 
Chicago  consisted  of  3,000  pioneers, 
plank  sidewalks,  and  a  line  of  tinderbox 
homes.  There  were  no  sewers,  and  cholera 
epidemics  were  as  common  as  muggy 
nights.  But  as  Chicago  grew  to  become 
one  of  the  nation's  great  cities,  Rush  also 
grew  to  become  one  of  the  nation's 
great  hospitals.  We  have  a  reputation 
throughout  the  world  for  innovation  and 
achievement  in  many  medical  specialties. 
And  we  are  consistently  first  to  introduce 
breakthrough  treatments  and  proce- 
dures. Rush  is  proud  to  be  an  important 
part  of  Chicago's  past.  And  we  plan  to 
be    just    as    important    in     the    future. 


Rush-Presbyterian-St.  Luke's  Medical  Center 

$  RUSH    I    Rush  System  for  Health 


t 
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Chicago's  Water  Tower  and  the  John  Hancock  Cen- 
ter anchor  one  end  of  the  "Magnificent  Mile. " 

informarion  systems  management  and 
business  communications  to  respond  to 
the  growing  need  for  technologically 
skilled  employees  in  the  business  sector. 

David  Broski,  chancellor  at  the  Uni- 
versity of  Illinois  at  Chicago  (UIC),  is 
equally  bullish  about  the  city,  the  busi- 
ness community  and  his  own  institution. 
UIC  is  undergoing  a  $450  million 
campus  expansion  that  will  include  new 
student  residence  halls,  community  and 
faculty  housing,  academic  buildings,  a 
medical  outpatient  facility  and  a  com- 
mercial strip  to  create  a  college-town 
atmosphere  along  Halsted  Street. 

With  more  than  25,000  students, 
UIC  is  the  largest  university  in  the  area. 
It  is  also  among  the  leading  research  uni- 
versities in  the  country  with  moi:  than 
$140  million  in  research  grants,  and  one 


of  the  largest  employers  with  more  than 
12,000  employees. 

"We  live  in  the  shadow  of  two  of  the 
greatest  universities  in  the  world  — 
Northwestern  and  University  of  Chica- 
go. We're  the  good  public  alternative,"  he 
says,  pointing  out  that  the  $4,000  annual 
tuition  is  within  reach  of  a  far  greater 
share  of  the  population  than  private 
schools. 

"Most  of  our  kids  have  to  work  their 
way  through  college.  They  manage  their 
time  well,  and  that  makes  them  very 
attractive  to  employers,"  he  says,  adding 
that  Amoco  hired  more  engineers  from 
UIC  last  year  than  from  any  other  school 
in  the  country. 

Quality  of  Life  Counts  the  Most 

For  all  of  Chicago's  many  assets  —  the 
city's  development  policies,  the  region's 
extraordinary  transportation  infrastruc- 
ture and  the  diversity  of  industries  that 
are  thriving  in  Chicago  —  it's  the  region's 
quality  of  life  that  ranks  first  for  CEOs. 
Because  the  Chicago  area  is  fundamen- 
tally a  good  place  to  live,  work  and  raise 
a  family,  it  is  also  a  good  place  to  own 
and  operate  a  business. 

Mayor  Daley  attributes  part  of  the 
credit  for  the  quality  of  life  in  Chicago  to 
the  business  community  itself:  "We've 


allowed  the  corporations  to  get  invoh 
in  the  quality-of-life  issues,  the  lakefro 
the  schools  and  the  neighborhoods,  a 
that  brings  business  to  Chicago." 

Daley  mentions  a  series  of  public-p 
vate  partnerships  that  are  helpi 
strengthen  Chicago:  the  School  Partni 
Program,  Gallery  37,  the  Chicago  Wo; 
force  Board,  the  CAPS  Program,  spo 
programs,  various  Park  District  progra. 
and  the  new  $150  million  Lakefro 
Millennium  Project,  which  will  creafc 
16-acre  park,  outdoor  concert  space  a 
formal  gardens  downtown. 

Chicago's  renaissance,  Daley  says,  o\* 
a  lot  to  "one  of  the  most  generous  bu 
ness  communities  in  the  world.  And 
not  only  says  a  lot  about  their  upbrir 
ing,  but  also  their  commitment  to  th 
fellow  citizens."    ■ 


Peter  Cunningham  is  president  of  CunninghA 
Communications,  a  Chicago-based  consults 
company  that  serves  government,  politicl 
corporate  and  non-profit  clients.  Mr.  CunnvX 
ham  previously  spent  six  years  in  the  admir\ 
tration  of  Mayor  Richard  M.  Daley  writil 
speeches  and  overseeing  convention,  tourism  a\ 
lakefront  issues. 


Chicago  has  something  for  everyone.   Businesses  wishing  to  expand,  relocate  I 
or  set  up  shop  will  find  an  energized,  pro-business  atmosphere  in  Chicago  with] 
incentive  for  growth  and  prosperity.  Investors,  too,  can  choose  from  a  variety 
of  vibrant  and  innovative  companies  and  projects.  Chicago's  tourists  and  locals 
alike  continue  to  enjoy  the  arts,  culture  and  entertainment  options  the  city  has 
to  offer. 

For  more  information  about  the  "Urban  Renaissance"  happening  in  Chicago, 
please  contact: 

Chicago  Department  of  Planning  and  Development 
121  North  LaSalle  Street,  Room  1000 
Chicago,  IL  60602 
312-744-CITY 
Or  check  out  our  Web  site:  www.ci.chi.il.us 


/  rave  uou  always  done  uour  iszi  tkinUnn  L,j.nLi  UD 

I  / 

■  SOm*Wher#  .     What  was  it  about  sitting  way  up  there  that  let  you  hear  yourself  think?  You 

ind  you'll  rediscover  this  feeling  aboard  your  next  United  flight.  Customers  tell  us  the  hours  aboard  a 

are  the  only  time  they  have  to  themselves.  So  we're  making  the  place  you  have  to  spend  it  as  comfortable 

as  possible.  It  starts  with  wider  planes.  And  the  upgraded  seats  we're  adding  have  a  headrest  that  actually 

keeps  your  head  up  even  when  you  aren't.  All  in  all,  it's  pretty  nice  up  here.  Come  on  up.  See  what  you  think. 


UNITED 
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How  is  Netscape  going  to  make  money  from 
the  Internet  without  a  browser  business?  By 
creating  a  lingua  franca  of  Web  commerce. 

Reclaiming 
the  Web 


By  Nikhil  Hutheesing 

Netscape's  Marc  Andreessen,  still 
only  27,  was  an  early  winner  and  early 
loser  in  the  Internet.  He  discovered 
the  dark  side  of  success  when 
Microsoft,  envious  of  his  success  sell- 
ing browsers,  started  giving  them 
away.  "A  market  cap  of  $6  billion  is 
like  blood  in  the  water — the  sharks 
come  straight  at  you,"  he  laughs.  "We 
learned  a  lesson:  not  to  compete 
directly  with  Microsoft." 

Netscape  enjoyed  the  glow  of  a  $6 
billion  market  capitalization  for  a  brief 
moment  in  1995.  The  market  cap  is 
now  down  to  $2.4  billion.  Andrees- 
sen's paper  net  worth  is  off  from  a 
high  of  $170  million  to  $15  million. 

When  Microsoft  began  the  browser 
giveaways  in  January,  that  was  the  end 
of  Netscape's  main  revenue  stream, 
worth  $200  million  a  year.  Andrees- 
sen, cofounder  and  chief  technology 
officer  of  the  Mountain  View,  Calif, 
firm,  now  pins  his  hopes  on  another 
line  of  business — one  he  says  was  part 
of  Netscape's  game  plan  from  the 
start.  He's  going  to  sell  software  for 
electronic  commerce,  capturing  a 
sliver  of  the  transaction  volume  that, 
according  to  Forrester  Research, 
should  climb  from  $8  billion  in  1997 
to  $327  billion  in  2002. 

"What  we  want  to  do,"  says 
Andreessen,  "is  help  every  chief 
executive  in  the  world  who  is  look- 
ing at  Amazon.com  and  Dell  and 
saying,  'Oh,  my  God,  how  do  I  do 
E-commerce?'  ' 

Note  that  he  doesn't  want  to  get 
involved  in  Internet  retailing  himself. 
"Amazon.com  built  a  huge  market 
cap  very  easily,"  he  notes.  "So  easily 
that  anyone  else  can  do  it,  too." 

Instead,  Andreessen  wants  to  work 
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in  a  field  so  idiosyncratic 
that  outsiders  cannot 
quickly  master  it:  getting 
different  brands  of  corpo- 
rate software  to  collabo- 
rate over  the  Web. 

The  corporate  software 
in  question  is  called  an 
enterprise  resource  plan- 
ning system — a  master 
plan  for  running  a  busi- 
ness. It  might,  for 
instance,  assess  plant 
capacity  to  see  whether 
you  can  fill  an  order,  pur- 
chase necessary  supplies, 
assign  labor,  determine 
shipping  dates,  demand 
and  get  payment  on  time, 
account  for  everything. 

Yet  you  lose  half  the 
benefit  of  this  tightly 
woven  web  of  software  if 
you  can't  share  data  with 
your  suppliers  and  cus-  ^^^M 
tomers.  You  probably 
can't,  because  often  one  enterprise 
resource  planning  package  can't  con- 
verse with  another.  Why?  Because 
vendors  such  as  SAP,  Oracle,  Baan  and 
PeopleSoft  care  more  about  winning 
market  share  than  about  setting  com- 
munications standards. 

Netscape's  solution  begins  with  a 
specialized  computer  called  an  appli- 
cation server.  The  server  manages 
Netscape's  programs  as  well  as  any 
that  the  companies  might  choose  to 
develop  themselves.  It  also  manages 
traffic,  so  that  too  many  people  don't 
log  on  at  once,  causing  a  crash. 

These  housekeeping  capabilities 
came  a  year  ago,  when  Netscape 
acquired  Kiva  Software  for  $173  mil- 


Netscape's  Andreessen 
"The  opportunity 
for  this  software 
is  exploding." 


lion  in  stock. 

Kiva's  founder,  Ker 

Lim,   was    one    of  tl    I 

first    to    centralize    tli 

functions    in    a    serve 

Although  this  idea  is  just  a  year  ol 

many  other  companies  are  hastenir 

to  copy  it  (see  box,  p.  357). 

Netscape  spent  the  past  two  yea 
developing  the  applications  th 
access  the  server  with  Gener 
Electric.  Last  December,  Netscaj 
bought  out  ge's  investment  for  $5 
million.  Now  it  has  CommerceXpei 
which  provides  transactional  sof 
ware — mainly  buying  and  selling. 

The  software  sets  up  commen 
channels  between  big  companies  ar 
their  small-fry  suppliers  and  translat 
the  babble  of  enterprise  resource  plai 
ning  languages  into  an  Internet  lingi 
franca.  It  uses  its  knowledge  of  ho 
your  corporate  system  tracks  tilings  i 
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>ut  the  data  in  the  risj^ht  format. 
::    Another  critical  clement  is  security. 
I  Netscape  handles  it  with  a  specialized 
J  evice  called  a  directory  server.  It 
I  eeps  tabs  on  passwords  and  such 

.'ith  help  from  algorithms  designed 
i  »y  Timothy  Howes  while  he  was 

arrring  his  Ph.D.  at  the  University  of 
.;  lichigan. 

"The  opportunity  for  this  kind 
i  f  software  is  just  exploding,  similar 
■i  o  the  way  enterprise  resource 
v  lanning  applications  started  explod- 
t  ig  five  or  six  years  ago,"  says 
■  uidreessen. 

So  tar  Netscape  has  produced  cus- 
•  Dmized  Web  commerce  packages  for 
i  ompanies  in  a  wide  variety  of  indus- 
:  ries.  Clients  pay  up  to  $500,000  for 
;  lis  stuff.  In  May,  Citibank  decided  to 
:  se  the  software  to  craft  Internet 

roducts,  such  as  bills,  that  would  fit 
_,  le  disparate  computer  systems  of  its 
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corporate  customers. 

John  Hancock  Mutual  Life  Insur- 
ance Co.  is  installing  the  software  so 
that  any  of  its  7,000  employees  can 
requisition  supplies.  Visteon  Auto- 
motive Systems,  an  auto  components 
supplier  wholly  owned  by  Ford 
Motor  Co.,  uses  Netscape's  software 
to  sell  parts  to  57  companies. 

Who  stands  to  lose?  The  guys  who 
ship  data  over  proprietary  networks: 
GE  Information  Services,  Harbinger 
and  IBM  Global  Networks.  They  all 
charge  tens  of  thousands  of  dollars  to 
connect  to  their  networks,  plus  any- 
where from  25  cents  to  $1.50  per 
transaction. 

Netscape  is  killing  their  business. 
In  September,  IBM  put  its  data  net- 
work on  the  block.  In  May,  GE  Infor- 
mation Services  effectively  transferred 
the  maintenance  of  its  network  to 
WorldCom. 

Netscape  took  a  while  to  hit  on  a 
good  strategy.  In  November  1995  it 
jumped  into  the  groupware  business, 
acquiring  Collabra  Software  for  $93 
million  in  stock.  That  failed  when  IBM 
and  Microsoft  fiercely  protected  their 
groupware  products — Lotus  Notes 
and  Microsoft  Exchange. 

In  the  summer  of  1997  Netscape 
jumped  into  push  technology  with  a 
product  called  Netcaster.  Push  turned 
out  to  be  a  dud.  Netcaster  flopped. 

The  heaviest  blow  of  all  came  in 
last  winter's  browser  war,  when 
Andreessen  had  to  lay  off  some  400 
employees* 

Of  course,  there  is  no  guarantee 
that  Netscape  will  be  successful  this 
time.  Security  glitches,  such  as  the 
recent  discovery  that  Netscape's 
browser  could  allow  an  outsider  to 
read  information  on  a  PC,  could  drive 
customers  away. 

There's  enough  blood  in  the  water 
to  attract  a  few  competitors.  IBM 
provides  transaction  software  for 
the  Web.  Open  Market,  Ariba  and 
Commerce  One  offer  bits  and  pieces 
of  Netscape's  enterprise  software 
system,  according  to  Marc  Usem,  an 
Internet  analyst  at  Salomon  Smith 
Barney.  "Netscape  really  stands  alone 
in  this  space,"  he  says,  "in  part 
because  the  software  scales  better 
than  the  rest,  and  that  gives  Netscape 
an  edge." 

Andreessen    points    to    another 


A  killer  app 
for  servers? 

Are  application  servers  about 
to  become  as  big  a  business  as 
relational  databases? 

The  comparison  is  apt.  Used  to  be 
you'd  get  database  software  as  part  of 
the  operating  system  of  your  com- 
puter. Then  Oracle  jumped  in  with  a 
stand-alone  product:  die  relational 
database.  This  year  that  business  will 
bring  the  top  six  database  vendors 
$4  billion  in  revenue,  according  to 
Giga  Information  Group,  Inc. 

Used  to  be,  applications  that  han- 
dled changeable  data,  such  as  users' 
names,  passwords  and  spending 
authorizations,  would  be  loaded 
into  software  on  your  computer.  In 
the  past  year  Netscape  and  IBM  put 
this  information  onto  a  specialized 
server.  It's  easier  to  update  such 
matters  on  one  server  than  on 
many  PCs.  Also,  you  don't  have 
to  shut  down  the  system  in  order 
to  update. 

According  to  International  Data 
Corp.,  sales  of  application  server 
software  will  hit  $1.6  billion  by 
2002,  up  from  $347  million  in 
1997.  That's  a  growth  curve  every 
bit  as  dramatic  as  the  database 
industry  has  traced.  -N.H.   ■■ 


advantage:  Netscape's  good  name  on 
the  Internet.  Its  Web  site — www.net- 
center.com — is  right  up  there  with 
such  other  portals  as  Yahoo!,  Ameri- 
ca Online  and  Excite,  with  nearly  20 
million  people  visiting  the  site  every 
month.  One  day,  suppliers  and  cus- 
tomers may  well  go  there  to  find  one 
another. 

Andreessen's  efforts  are  already 
reaching  the  bottom  line.  Sales  of 
Netscape's  enterprise  software 
jumped  16%,  to  $112  million,  in  the 
quarter  ending  in  July.  Sales  from 
advertising  and  partnerships  on  Net- 
center jumped  24%,  to  $39  million, 
and  the  company  eked  out  net 
income  of  $88,000. 

Andreessen,  once  touted  as  the 
next  Bill  Gates,  has  come  down  in 
the  world  since  then.  He  has  a  plau- 
sible— but  far  from  ironclad — plan  for 
coming  back  up.  m 

357 


computers  a  communications 

Platinum  Technology's  Andrew  Filipowski  has  knocked 
off  the  Computer  Associates  formula  for  assembling 
a  software  giant— and  added  a  few  twists. 

Software  rollup 


By  Brandon  Copple 

Andrew  Filipowski,  the 
pony-tailed  chief  executive 
of  Platinum  Technology, 
leans  over  the  conference 
table  in  a  suburban  Chicago 
hotel  and  ponders  whether 
his  software  company  gets 
the  recognition  it  deserves. 
Platinum  sells  back-office 
programs  that  manage  mun- 
dane but  crucial  accounting- 
and  inventory-data  transfers 
on  corporate  networks. 

"I  frankly  don't  give  a 

if  anybody  ever  writes 

about  it,"  says  the  burly  48- 
year-old,  causing  his  public 
relations  team  to  cringe. 

Mighty  nonchalant,  espe- 
cially for  the  head  of  a  little- 
known  software  firm.  But 
there's  raging  ambition 
there.  As  the  software  busi- 
ness consolidates,  Filipow- 
ski, or  Flip  to  everybody  he  meets, 
intends  to  make  sure  Platinum 
stays  a  buyer. 

At  $840  million  in  trailing- 12- 
month  revenues,  the  Oakbrook  Ter- 
race, 111. -based  company  is  the 
world's  llth-biggest  software  firm. 
Sales  have  grown  almost  tenfold  since 
1994,  and  Filipowski  intends  to  pass 
$  1  billion  this  year. 

Platinum  has  bought  that  growth, 
acquiring  more  than  60  tiny  firms  and 
technologies  in  the  last  four  years  for  a 
total  of  $1  billion,  all  in  cash  and  stock. 
After  every  purchase  comes  a  big 
charge  for  acquisition  costs  and  a  write- 
off of  so-called  in-process  technology. 
By  artificially  lowering  the  purchase 
price  such  charges  artificially  raise  later 
earnings.  It's  legal  but  aggressive 
accounting. 

The  result  of  the  buying  binge  is 
that,  since  1995,  die  company  has  lost 
nearly  S300  million.  But  enough 
investors  ignore  one-time  writeoffs  that 


Platinum  stock  has  not  fared  badly. 
Before  the  August  correction,  it  had 
doubled  since  1994,  in  line  with  the 
overall  stock  market. 

At  $11,  Platinum's  shares  are  off 
68%  from  their  high,  but  don't  under- 
estimate this  survivor.  The  son  of 
immigrant  Poles,  Filipowski  spoke  little 
English  as  a  child  on  Chicago's  near 
north  side.  He  later  dropped  out  of  art 
school  at  the  University  of  Illinois- 
Chicago  after  one  year.  In  1968  he 
took  a  job  operating  computer  systems 
at  Time  Inc.  in  Chicago. 

In  1979  he  opened  his  own  compa- 
ny, which  wrote  software  for  IBM  main- 
frame systems.  He  sold  that  outfit  in 
1987;  the  next  day  he  opened  Plat- 
inum with  $1  million  in  cash  con- 
tributed by  himself  and  several  friends. 
By  1993  Filipowski  had  built  Platinum 
to  $62  million  in  sales  to  the  main- 
frame database  market. 

It  was  a  small-time  version  of  the 
[slandia,  X.Y. -based  Computer  Asso- 


ciates, which  had  started  out  witij 
single  mainframe  data  sorting  progrl 
and  had  acquired  its  way  into  scl 
ware's  billion -dollar  leagues.  Compi 
ing  with  the  much  bigger  firm; 
acquisition  deals,  Filipowski  has  a  rl 
layoffpolicy  and  promises  not  to  fo[ 
relocations.  He  makes  much  of  Co  J 
puter  Associates'  not  entirely  deservl 
reputation  for  chopping  heads  after  | 
acquisition. 
I  With  that  kind  of  proml 
S  it's  not  surprising  that  PIT 
Z  inum  isn't  exactly  a  lean  shel 
§  Its  revenue  per  emplovJ 
|  $129,000,  is  70%  less  til 
that  of  Computer  Associat| 
Filipowski,  meanwhile,  is 
vesting  40  cents  of  even'  saJ 
dollar  in  research  and  devi 
opment.  He  has  250  of  Pl'l 
inum's  1,500  engineers  wo:[ 
ing  on  integrating  t| 
acquired  software  to  hide  t| 
seams  and  make  it  run 
mainframes  and  both  Url 
and  Windows  NT  platforms! 
The  engineers  have  son] 
thing  to  show  for  th{ 
efforts.  A  year  ago  Platinu 
rolled  out  Pro  Vision,  a  sol 
of  programs  that  does  even 
thing  from  monitoring  trail 
action  speeds  to  systems  seel 
rity.  Provision  got  ral 
reviews  from  corporate  technoloj 
buyers. 

One  of  the  sales  propositions  frc| 
Platinum's  thousand-strong  army 
sales    representatives    is    flexibilij 
Though  the  engineers  have  taken  pail 
to  stitch  all  that  acquired  softwaj 
together,  die  products  can  also  be  sc 
a  la  carte.  A  small  firm  can  buy  just  t 
production  scheduler  and  an  inventc 
manager  for  $60,000  or  so.  In  co 
trast,  Computer  Associates  sells  its  Ui 
center  enterprise  management  prodi 
in  large-scale  installations  that  n 
around  $2.5  million.  In  1998  Coi 
puter  Associates  will  generate  about  fi  | 
times  Platinum's  sales. 

One  glowing  testimonial  coml 
from  Hugh  Hale,  senior  manager 
information  systems  at  Blue  Cross 
Blue  Shield  of  Tennessee:  "Platinu  I 
offers  best-of-breed  products  aj 
seamless  integration,  and  they  try 
make  it  work  for  you.  Computer  Ass  | 
ciates  just  says  take  it  or  leave  it." 
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A  SOFTWARE  SOLUTION  FOR  COMPANIES  '    -\KX 


AREN'T  EXACTLY  CORPORATE  GIANTS 


•• 
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PeopleSoft  Select.  Designed  for  medium-sized  companies,  it  combines  software,  hardware, 


■'■'-.■■ 
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and  services  to  help  you  run  your  business  more  effectively.  It  comes  with  Financial, 
HR,  and  Distribution  applications,  and  the  assurance  of  working  with  industry  leaders. 
Try  us  on  for  size.  Simply  call  1-888-797-5757  or  visit  us  at  www.peoplesoft.com/select. 
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computers  &  communications 


Maybe  there's  room  for  both.  Inter- 
national Data  Corp.  estimates  that  the 
enterprise  software  market  for  distrib- 
uted networks  will  grow  23%  a  year  for 
the  next  five  years. 

But  Filipowski  doesn't  plan  to  settle 
for  also-ran  status.  Mention  Mcrosoft, 
with  whom  Platinum  has  a  number  of 


partnership  agreements,  and  Filipow- 
ski's  ambition  shows  through.  Micro- 
soft doesn't  yet  compete  directly  with 
Platinum,  but  as  the  Redmond  giant 
moves  deeper  into  enterprise  systems 
they'll  inevitably  be  at  each  other's 
throats.  Filipowski  predicts:  "Someday 
[Mcrosoft]  is  going  to  say,  'Holy  ----",• 


we  should've  killed  those  sons  of  bitch- 
es when  we  had  the  chance.' " 

If  Microsoft  threatens  to  stomp  on 
him,  might  Filipowski  sell  out  to  rival 
Computer  Associates?  No  way.  In  fact, 
he  has  promised  many  Platinum  cus- 
tomers a  refund  should  the  company 
be  sold  to  CA.  Bi 


Wouldn't  be  caught 
dead  with  a  hearing  aid? 
A  master  chip  designer 
and  two  smart  engineers 
may  change  your  mind. 

A  chip  in 
the  ear 


> 


By  Alexandra  Alger 


When  we  last  caught  up  with 
Carver  Mead,  the  father  of  large-scale 
integrated  circuits  (Forbes,  Apr.  4, 
1988),  he  was  designing  silicon  eyes 
and  ears.  His  work,  at  the  California 
Institute  of  Technology,  wasn't  just  for 
fun.  He  hoped  it  would  lead  to  com- 
puters that  can  look  you  in  the  eye  and 
hear  what  you  are  saying. 

It  has  paid  off  rather  differ- 
ently. Now  Mead  is  an  in- 
vestor in  Sonic  Innovations,  a 
startup  that  has  just  launched 
a  remarkably  sensitive  hearing 
aid.  The  de\ice,  called  Natura, 
fits  almost  invisibly  inside  the 
canal  of  the  ear  and  works  off 
one  tiny  chip. 

Natura  gives  high  fidelity 
across  the  spectrum  of  audible 
frequencies.  It  has  nine  fre- 
quency bands;  other  digital  Bi^H 
aids  have  only  two  to  four. 
More  important,  the  Natura  chip  homes 
in  on  die  consonants  that  begin  words. 

Why  does  that  matter?  As  Mead 
learned  while  studying  the  human 
auditory  system,  we  get  most  of  our 
information  about  a  word  from  die  first 
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sounds  out  of  someone's  mouth. 
That's  how  we  distinguish  "bat"  from 
"sat"  and  "crate"  from  "grate." 

Yet  until  now,  hearing  aids  weren't 
designed  to  enhance  such  distinctions. 
"The  important  part  of  what  a  hearing 
aid  should  do  isn't  even  measured," 
Mead  says. 

In  the  early  1990s  Mead  started  cor- 


Andrew  Raguskus,  Douglas  Chabries  and  Carver  Mead 
New  entrants  in  the  $4  billion  hearing-aid  market. 


responding  with  Douglas  Chabries,  a 
professor  of  electrical  engineering  at 
Utah's  Brigham  Young  University. 
Chabncs  was  working  on  a  madicmati- 
cal  model  of  how  the  ear  processes 
sound.  His  research  partner,  Thomas 


Stockham,  a  pioneer  of  digital  recording 
technology,  was  an  old  friend  of  Mead's 
By  1993  Chabries  and  Stockharr 
had  nearly  perfected  the  model.  Now 
they  had  to  build  it  into  a  chip  smaL 
enough  for  a  device  that  would  fit  ir 
the  ear  and  run  on  i 
The  microscopic  1.3-volt  battery — 
amplifier  no  mean  feat.  "Wt 

"Carver  said  it  asked  Carver,  ano 
could  be  done."  he  said  he  could  do 
■M  it,"  Chabries  recalls 

Then  all  they 
needed  was  money.  Utah  Ventures, ; 
$10.5  million  venture  capital  fund,  pu. 
up  nearly  $300,000.  Mead  himself  also 
invested,  although  he  won't  say  hov 
much.  Later,  five  other  venture  capita 
firms  piled  in,  raising  the  total  to  $11 
million.  $onic  was  born,  with  its  base  iii 
Salt  Lake  City.  Andrew  Raguskus,  ; 
techie  with  experience  in  the  hearing.] 
aid  business,  is  in  charge. 

On  Oct.  7  Sonic  rolled  out  Natur- 
al a  price  of  $4,000  to  $6,000  a  pair 
depending  on  the  model.  That' 
slightly  less  than  other  digital  aids 
Raguskus  sees  only  three  real  com: 
petitors  in  the  fragmented  $4  billioi 
market:  Siemens  of  Germany  and  tw< 
Danish  companies,  Wide 
and  Oticon.  "We  expect  t< 
have  revenues  this  year,  earn 
ings  next  vear  and  go  publi 
in  late  1999  or  early  2000, 
Raguskus  says. 

Jill  Ames,  53,  a  prograr 
manager  at  Sun  Micro 
systems,  in  Cupertino,  Calif 
says  Sonic's  hearing  aids  bez 
all  others  in  weeding  ou 
background  noise.  "At  busi 
ness  meetings,  I  don't  have  t 
ask  people,  'Can  you  say  ths 
again,  and  a  bit  louder?'" 

Mead,  64,  has  taken  a  partial  leave  ( 
absence  from  Caltech  to  focus  o 
"new,  exciting  research"  he's  not  pn 
pared  to  spell  out  just  yet.  But  we' 
check  in  on  him  in  2008.  ■ 


Forbes  ■  November  2,  199 


e 


U 


Forbes  (^,xeciiw 


\C>  OMEN'S  S  U  M  M'  I T 

Leading  from  the  future:  The  Women  and  Ideas  that  are  Changing  Business 


Tune  into  this  special 

Nightly  Business  Report  interview  series 

November  10,  11  and  12 


^ 


foSARJ^ 


Produced  by  WPBT2/Miami 
in  association  with 

BRIDCE 

Nationally  Underwritten  by: 

Compaq  Computer  Corporation,  A.G.  Edwards  Inc. 

and  The  Franklin  Templeton  Group 


parameters 


By  Andrew  J.  Kessler 


The  Pony  Express 


Data  are 
data,  and  if 
you  try  to 
charge  more 
for  their 
transmission, 
they  will  find 
a  way  to  go 
around  you. 


It  is  just  amazing.  Rather  than  embrace 
digital  communications,  the  regional  Bells 
keep  putting  up  roadblocks.  BellSouth 
and  now  US  West  are  going  to  charge 
access  fees  to  companies  offering  Internet 
telephony. 

That  is  like  charging  a  fee  to  water  the 
Pony  Express  horses  when  the  telegraph 
comes  to  town. 

On  the  surface,  though,  it  seems  quite 
fair.  AT&T  must  pass  along  40%  of  its  long 
distance  revenues  to  the  local  providers, 
20%  on  each  end.  If  the  phone  call  happens 
to  be  carried  via  the  Internet,  why  should 
BellSouth  not  be  compensated?  A  phone 
call  is  just  a  phone  call,  right? 

Wrong.  Data  are  data,  and  if  you  try  to 
charge  more  for  their  transmission,  they 
will  find  a  way  to  go  around  you.  The  cur- 
rent price  for  long  distance  telephony  is 
about  10  cents  a  minute.  On  the  Internet 
backbone,  which  uses  the  same  fiber  as 
long  distance  but  mixes  voice  packets  with 
other  data,  the  price  for  bandwidth  equiva- 
lent to  one  telephone  call  can  drop  to  a 
tenth  of  a  cent  per  minute. 

So  why  the  stiff  tariffs  at  the  end  points? 
The  local  telephone  companies  cite  the 
costs  of  universal  access  (phone  lines  for  the 
poor  and  rural  markets).  But  there  are  lots 
of  ways  to  pay  for  universal  access:  less  cor- 
porate fat,  lower  dividends  or  maybe  a  fed- 
eral subsidy.  In  short,  it  is  not  necessary  to 
penalize  progress. 

If  the  access  tariffs  persist,  telephone 
entrepreneurs  will  find  a  way  around  them. 
Some  options: 

Wireless.  We  don't  need  your  stinking 
wires.  AT&T  probably  overpaid  for  McCaw 
Cellular,  but  didn't  care  because  the  eco- 
nomics of  bypass  work  in  its  favor.  On  its 
cellular  calls,  the  long  distance  giant 
can  spare  itself  the  usual  20%  tax  at  one  or 
both  ends. 

Cable.  We  have  our  own  wires.  Cable  is 
still  questionable  as  a  channel  for  telephony, 
but  AT&T's  purchase  of  TCI  implies  that  it's 
worth  trying. 

Digital  subscriber  line.  Rent  us  the 
wires.  The  Federal  Communications 
Commission  forces  the  regional  Bells  to  sell 


pairs  of  wires  to  businesses  and  homes.  A 
group  of  competitive  local  exchange  carri- 
ers— such  as  NorthPoint,  Rhythms  Net  and 
Covad — have  popped  up  to  compete  with 
the  regional  Bells,  using  in  some  degree  the 
Bells'  own  hardware. 

IP  stack.  Beat  you  at  your  own  pricing 
game.  This  last  one  is  my  favorite,  and 
almost  practical.  The  mechanism  that  con- 
nects your  PC  to  the  Internet,  called  the 
Internet  Protocol  stack,  takes  the  packets 
received  and  turns  them  into  text  or  graph- 
ics or  voice,  and  does  the  opposite  on  the 
way  out.  It  used  to  be  quite  hard  to  imple- 
ment an  IP  stack,  but  now  it  costs  maybe 
$10 — you  can  get  one  for  your  Palm  Pilot. 

If  the  regional  Bells  continue  to  charge 
huge  sums  for  local  access,  I  envision  a  very] 
healthy  business  selling  cheap  $50  boxes 
that  would  sit  under  your  phone  and  plug 
into  the  phone  outlet.  When  you  picked  up 
your  phone,  the  box — not  the  phone  net- 
work— would  provide  a  dial  tone  and  figure 
out  where  you  were  dialing.  If  it  were  a 
local  call,  it  would  just  pass  it  through,  as 
there  is  no  charge.  If  it  were  a  long  distance 
call,  it  would  dial  a  local  number,  reaching 
a  modem  bank,  and  use  packets  to  com- 
plete the  call. 

There  might  be  a  charge  at  the  other 
end,  since  you  could  be  calling  a  non- 
Internet  phone.  But  if  you  were  calling  a 
similarly  equipped  IP  stack  phone,  you 
would  have  bypassed  the  20%  tariffs 
at  both  ends. 

Now  let's  think  of  the  implications.  We 
all  pay  a  flat  $20  monthly  fee  for  unlimited 
Internet  access.  I  come  home  at  night,  log 
on  and  then  log  off  before  going  to  bed. 
On  weekends,  I  will  often  log  on  Friday 
night  and  log  off  Sunday  evening.  Why 
not? — there's  no  extra  charge.  So  why 
shouldn't  I  pay  a  flat  fee  for  telephone 
service?  If  it  is  local- Internet-local  call, 
there  are  no  per- minute  charges.  Call  your 
mom,  leave  die  phone  off  the  hook  all 
night.  Why  not?  Even  better,  the  fiber- 
ex  erywhere  companies,  like  Qwest  and 
Level  3,  could  someday  offer  unlimited 
calling,  anywhere  you  wanted,  for  a  flat 
$100  a  month.  ■ 
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Andrew  J.  Kessler  (akessler@velcap.com)  is  a  general  partner  of  Velocity  Capital  Management, 
1  ilogy  jnd  communications  investment  company  in  Palo  Alto,  Calif. 
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H-*H"IL»JL'I-      Bigiianoois 

By  Stephen  Manes 


Your  own  private  MTV 


In  the  world  of  electronic 
fantasy,  the  coming  "digital  con- 
vergence" will  make  computers 
and  TV  sets  become  as  one.  You'll 
get  your  sitcoms  over  the  phone 
wires  and  talk  to  grandma  over  the 
TV  cable. 

Maybe.  In  the  real  world  digital 
convergence  happens  when 
improving  technologies  come 
together  to  enable  feats  previously 
impossible,  or  possible  only  at 
exorbitant  prices.  In  the  1980s 
concurrent  developments  in  laser 
printers  and  graphical  computing 
suddenly  gave  rise  to  desktop  pub- 
lishing, and  cheap  ink-jet  printers 
later  pushed  it  down  to  the  masses. 
Last  year  a  confluence  of  improve- 
ments in  processing  power,  hard- 
disk  performance,  noise-canceling 
microphones  and  speech-recogni- 
tion algorithms  magically  let  people  talk  in  normal  tones 
to  their  computers  and  see  their  words  appear  onscreen 
with  reasonable  accuracy. 

That  was  in  an  era  when  a  266-megahertz  Pentium  II 
was  a  hot  machine.  So  what  about  now,  when  $2,000 
buys  you  a  450-megahertz  behemoth  with  faster  memory 
and  more  of  it,  along  with  ten  gigabytes  of  really  fast 
storage?  What  killer  app  needs  that  kind  of  power? 

One  good  answer:  desktop  video.  If  the 
equipment  were  affordable,  wouldn't 
any  video  fan  like  to  edit  with  a 
mouse  rather  than  splicing  taper 

The  equipment  is  indeed 
becoming  more  affordable, 
beginning  at  the  upstream 
end.  Digital  camcorders  (also 
known  as  DV  and  Mini  dv)  are 
already  a  big  hit  in  Japan, 
where  consumers  love  tiny  pack- 
ages. With  battery  and  tape, 
Sony's  new  PCI  camcorder 
weighs  just  over  a  pound,  is 
smaller  than  a  James  Michener 
paperback  and  comes  with 
dozens  of  such  clever  features  as 
jerk)'  sepia  silent-movie  emula- 
tion. Its  biggest  drawback  may  be 
its  $1,500  price  tag,  but  prices 
have  been  dropping.  Canon's  ZR 
model,  which  listed  for  $2,000  earlier  in 
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the  year,  can  now  be  had  for  half  that  sum.  Digital  cam- 
corders must  get  still  cheaper  before  price-sensitive 
Americans  are  likely  to  choose  them  over  their  cheap 
analog  brethren.  But  dropping  prices  are  the  norm  in 
the  digital  world;  cost  differences  should  narrow  quicklyji  - 

Digital,  of  course,  isn't  always  better — as  confirmed  bti 
today's  digital  still  cameras,  which  produce  pictures 
vastly  inferior  to  those  that  use  traditional  film.  But  digi-' 
tal  camcorders  really  do  deliver  higher- quality  video  thart  r; 
their  analog  counterparts. 

And  since  digital  video  is  just  a  bunch  of  bits,  it's  ripe 
for  manipulation  by  computers.  True,  you  can  use  a 
computer  to  capture,  digitize  and  edit  traditional  analog!  caod i 
video.  Unfortunately,  when  you  put  it  back  on  tape,  it 
looks  worse  than  the  original  because  information  disap-i 
pears  in  the  process.  The  beauty  of  digital  video  is  that 
the  bits  fly  from  camera  to  computer  to  TV  screen  with- 
out losing  anything  in  translation. 

For  just  that  reason,  most  digital  camcorders  come 
with  a  built-in  standard  high-speed  digital  port  known 
variously  as  Fire  Wire  (as  it  was  originally  christened  by 
Apple  Computer,  which  developed  it),  or  i.Link 
(as  Sony  calls  it),  or,  as  dubbed  by  those  crazies.1' 
at  the  Institute  of  Electrical  &  Electronics 
Engineers,  IEEE  1394.  Since  1394  connec- 
tions can  handle  up  to  400  megabits  per 
second,  they  have  no  problem  handling 
digital  video's  30  megabits. 

Most  computers  do  have  prob- 
lems with  that,  since  a  mere  four 
minutes  of  digital  video  eats  up 
nearly  a  gigabyte  of  hard-drive 
space.  Until  recently  you  could 
manipulate  that  flood  of  bits  only      J 
with  the  help  of  a  fast  computer,  a 
special  high-speed  disk  drive  and      :r ■■: 
an  expensive  add-in  card.  Now 
top -of- the -line  consumer  machines    up 
have  faster  internal  data  paths.  Their    ;« 
hard  drives  are  speedy  enough  to 
handle  digital  video  without  drop-        a  \ 
ping  frames  and  big  enough  to  hold      si)!; 
more  than  half  an  hour  of  footage.  The  P.. 
1394  circuitry  is  built  in. 

Voila:  convergence!  Sony  just  intro-     «: 
duced  its  first  two  computers  in  a 
new  Vaio  Digital  Studio  line;  they 
cost  $1,500  and  $2,300,  sans 
monitor.  Along  with  die  usual 
high-end  computer  goodies  like 
dvd-rom  drive  and  lots  of  video 
memory,  each  includes  three  1394  port 
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Stephen  Manes,  a  computer  industry  journalist  since  1983,  is  the  coauthor  of  Gates,  a  biography  of  Microsoft's  chairman. 
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big  hard  drive,  video-editing  soft- 
are,  TV  outputs,  an  output  for  digi- 
1  audio  and  even  a  connector  that 
rns  the  computer  into  a  remote 
>ntrol  for  certain  Sony  CD  changers 
id  MiniDisc  players. 
The  nearly  final  high-end  proto- 

pe  I  tested  had  some  glitches,  but         ^^^^^^^^^ 
sold  me  on  the  power  and  ftin  of 
gital  editing.  Sony's  software  lets 
>u  capture  video  from  its  own  brand  of  digital  cam- 
fders   it  should  work  with  other  brands,  too,  but  Sony 
)n't  guarantee  that).  The  software  controls  the  cam- 
>rdcr,  so  you  can  fast- forward  through  a  tape,  mark 
epers  for  downloading,  walk  away  and  let  the  comput- 
barvest  the  footage.  Once  that's  accomplished,  you 
n  trim  clips  on  the  screen,  assemble  them  into  one  big 
C  and  blow  it  back  to  the  tape  minus  all  those  dull 
oments  depicting  your  young  ballerina  refusing  to 
operate. 

Fancier  editing,  including  jazzy  titles  and  transitions, 
n  be  performed  with  the  quirky  Adobe  Premiere  LE 
ftw  are  that  comes  with  the  system.  Sony  promises  to 
nd  a  manual  to  users  who  register,  but  the  book  should 
ive  come  in  the  box.  The  help  screens  don't  begin  to 
dress  the  dozens  of  arcane  questions  that  arise. 
Glitches  are  inevitable  with  something  this  new.  The 
st  time  I  tried  it,  the  software  didn't  put  the  first  few 
imes  of  my  two-minute  masterpiece  back  onto  the 
pe;  the  problem  was  solved  via  an  auto-adjustment  ses- 
)n  that  the  program  should  have  asked  me  to  perform 
the  outset.  I'm  still  puzzled  about  why  Premiere  had 
Duble  creating  certain  dissolves  and  wipes  I  requested. 
And  though  moving  the  footage  from  computer  to 


What  Quentin  Tarantino 
wannabe  wouldn't  like  to 
edit  the  family  video 
masterpieces  with  a  mouse? 


camcorder  happens  in  real  time — a 
minute  of  transfer  time  yields  a 
minute  of  tape — using  Premiere 
with  complex  transitions,  it  can  take 
ten  minutes  to  crank  out  a  two- 
minute  clip.  Console  yourself  with 
the  thought  that  some  of  Holly- 
wood's effects  take  days. 

As  expected,  the  transfer  process 
maintains  picture  quality.  When  I 
tried  moving  a  clip  from  camera  to  computer  and  back 
several  times  in  succession,  the  original  and  final  versions 
were  indistinguishable  even  though  they  were  several 
generations  removed. 

You  can  output  the  video  to  a  standard  VCR  or  TV,  but 
the  software  makes  that  harder  than  it  should  be.  The 
machine  lacks  a  TV  tuner,  analog  video  inputs  and  a  wire- 
less mouse  or  keyboard,  suggesting  that  the  PC  and  the 
TV  remain  a  perplexing  fit  even  to  consumer  electronics 
companies. 

Another  glaring  omission  is  high-capacity  removable 
storage.  Sony  has  announced,  but  not  yet  delivered,  two 
varieties  of  removable  disks,  one  that  can  hold  200 
megabytes,  the  other  up  to  3  gigabytes.  The  former  is 
expected  shortly,  the  latter  next  year. 

It  isn't  easy  to  create  interesting  video.  If  it  were, 
public-access  cable  channels  wouldn't  be  so  dreadful. 
So  don't  expect  desktop  video  editing  to  turn  you  into 
Quentin  Tarantino.  But  if  this  particular  digital  con- 
vergence merely  reduces  from  hours  to  minutes  the 
time  proud  travelers  and  parents  spend  inflicting 
footage  of  their  wanderings  and  darlings  upon  kinfolk 
and  neighbors,  it'll  go  down  in  history  as  a  benevolent 
revolution.  ■■ 


Square  peg,  round  hole 


')R  WANT  OF  A  CABLE,  the  digital 

Ingdom  can  be  lost.  Don't  confuse 

IEE  1394  ports — still  rare  com- 

lodities — with  the  Universal  Serial 

Lis  ports  found  on  most  comput- 

Is  nowadays,  including  Apple's 

rw  iMac.  USB  is  good  for  a  mere 

I  megabits  per  second,  tops, 

Ihich  is  enough  for  things  like  key- 
bards,  mice,  scanners  and  printers, 

iovided  you're  not  trying  to  use 
em  all  at  once.  But  it  can't 
indie  even  half  the  data  rate  digi- 
1  video  demands. 

Turns  out  you  shouldn't  confuse  1394  ports  with 
?94  ports,  either.  Most  digital  camcorders  use  a  4- 
n  plug.  Sony's  Vaio  computer  offers  a  complemen 


tary  jack,  but  it  also  includes  two  6- 
pin  jacks,  whose  two  extra  pins  are 
meant  to  supply  power  to  devices 
yet  unborn.  Warning:  Some  other 
computer  makers  supply  only  the 
6-pin  jack;  a  4-pin  plug  won't  fit 
into  it. 

It  took  an  hour  on  the  Web  to  track 
down  a  rare  cable  with  a  4-pin  plug  on 
one  end  and  a  6-pin  on  the  other  at 
www.ntcdistributing.com.  But  in  the  dig- 
ital kingdom  connections  are  ephemeral: 
A  connector  compendium 
at  www.adaptec.com/products/guide/ioposterl  .html 
informs  us  that  another  generation  of  1394  connectors 
is  likely  on  its  way — and  "backward  compatibility  is  not 
guaranteed."  -S.M.  BB 
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Picking  up  the  pieces 

Some  first-rate  small  growth  companies  are  off 


50%  or  more.  Look  around  for  bargains. 


By  James  M.  Clash  and  Eric  S.  Hardy 

You  could  call  it  buy-and-panic. 
At  the  beginning  of  the  year 
investors  were  pouring  money  into 
small-company  funds.  Now,  with  the 
Russell  2000  index  of  small  stocks 
off  37%  from  its  April  high,  they  are 
fleeing.  Small-company  growth 
funds  alone  had  a  net  outflow  of 
$1.4  billion  from  August  through 
the  first  week  of  October,  says  AMG 
Data  Services  in  Areata,  Calif. 

It's  a  painful  process  for  managers 
like  Charles  Royce,  59,  dean  of  small- 
company  value  funds.  Just  when  the 
bargains  are  most  tempting,  he  is  short 
on  cash  to  snap  them  up  for  Royce  Pre- 
mier and  Royce  Micro-Cap,  for  exam- 

Quite  a  slide 


Russell  2000  index 


500 


400 


300 


200 

'93        '94        '95        '96         '97      '98* 

'Through  Oct.  li.Source:  Bloomberg  Financial  Markets. 

Small-cap  investors  expect  ups  and 
downs — so  where  did  the  ups  go? 


pie.  If  you're  lucky  enough  to  be  sitting 
on  uninvested  cash,  consider  playing 
the  other  side:  Buy  stocks  small-cap 
managers  wish  they  could  buy. 

Royce  points  to  Saint  John  Knits, 
an  Irvine,  Calif,  apparel  maker.  It's  a 
solid  growth  company,  number  87  on 
the  Forbes  200  Best  Small  Companies 
list.  Shares  are  off  75%  since  mid- 
1997,  to  $13.31.  At  that  price  they're 
just  six  times  expected  1998  profits. 

Royce  also  likes  Pioneer-Standard 
Electronics,  a  Cleveland,  Ohio  dis- 
tributor trading  at  $5.94,  down  from 
$17.50  late  last  year.  The  consensus 
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earnings         forecast: 
$1.03  a  share  this  year. 

Royce  is  partisan  for 
the  sector,  but  still  his 
opinion  is  worth  noting: 
He  thinks  there's  a 
good  chance  that  the 
bottom  for  small  caps 
has  been  reached,  and 
that  investors  here  will 
double  their  money  in 
four  years. 

Frank  Reichel,  man- 
ager of  the  $39  million 
Stratton  Small-Cap 
Yield  Fund,  says  it's  rare 
for  the  p/e  ratio  of  the 
Russell  index  to  be 
lower  than  that  of  the 
blue-chip  s&P  500.  But 
here  we  are,  with  the 
Russell  trading  at  20 
times  expected  1998 
earnings,  while  the  S&P 
500  goes  for  24.  "When  people  see 
the  economy  isn't  going  to  tank,  small 
stocks  will  rally,"  he  asserts. 

Among  Reichel's  favorites:  mort- 
gage underwriter  Resource  Banc- 
shares  Mortgage  Group,  trading  at 
$11.63,  or  8  times  trailing  earnings, 
and  Technitrol,  which  makes  compo- 
nents for  network  PC  cards.  At  $18.81 
it's  going  for  about  9  times  trailing 
earnings. 

Scott  Black,  whose 
Delphi  Management 
in  Boston  runs  $850 
million  in  small-cap  and 
midcap  value-flavored 
stocks,  likes  Communi- 
ty Bank  System,  a  New 
York  regional  bank 
holding  company  sell- 
ing at  $27.31,  or  13 
times  trailing  earnings. 
Black  also  touts  Centris 
Group,  a  tiny  Costa 
Mesa,  Calif,  insurer  that 
protects       companies 


Small,  cheap  and  fast-growing 


Company 

Estimated 

recent 

%  off 

1998 

52-week  high 

P/E 

Bowne  &  Co 

$11.75 

51% 

7.8 

Brylane 

11.69 

81 

5.5 

Cliffs  Drilling 

16.13 

80 

4.7 

Essex  International 

15.06 

63 

5.7 

Exide 

11.63 

63 

7.4 

Fresh  America 

11.25 

60 

7.4 

Frontier  Insurance  Group 

13.25 

63 

7.9 

Gleason 

15.06 

58 

6.0 

Jefferies  Group 

20.50 

66 

7.6 

Kitty  Hawk 

10.13 

60 

6.6 

Mark  IV  Industries 

13.38 

52 

8.1 

National-Oilwell 

10.19 

77 

6.0 

Offshore  Logistics 

11.25 

56 

8.1 

Seacor  Smit 

34.81 

53 

5.9 

Wyman-Gordon 

11.88 

56 

7.1 

Source:  Market  Guide  via  OneSource  Information  Services;  IBES  Inc. 

These  growth  companies  trade  at  fat  discounts  to  fc 
mer  highs  and  at  low  multiples  of  expected  1998  net 


against  large  medical  claims  by  employ 
ees.  At  $9  Centris  sells  at  7  times 
ing  earnings. 

Our  table  above  lists  small  compa 
with  18%  or  better  annual  growth  sine 
1994  that  trade  at  less  than  half  the 
recent  highs  and  less  than  10  time 
expected  1998  earnings.  Or  buy  a  : 
with  good  risk-adjusted  performanc 
and  low  fees. 


Top  small-cap  funds 


; 


Fund 


3-year 
annualized 
total  return* 


Median 
market 
cap  (Sbil) 


Annual 
expenses 
per $100 


I 


Nicholas  II  17.2%  $1.6 

T  Rowe  Price  Small-Cap  Stock  10.9  0.4 

Ariel  Growth  Fund  17.0  1.3 

Eclipse  Trust-Equity  17.5  0.3 

Fasciano  Fund  16.6  0.7 


$0.61 
1.02 
1.25 
1.14 
1.40 


"Through  Sept.  30.    Sources:  Forbes;  Upper  Analytical  Services;  Morningstar, 


These  Forbes  Best  Buy  funds  are  an  inexpensive  way 
to  bet  on  a  recovery  in  small-cap  stocks. 


Forbes  ■  November  2,  1998    i 


,, 


le 


snrn 


Hie  case  for  junk 

bnk  bond  portfolios,  heid  by  the  same  speculators  hurt  in  emerging  markets, 
hve  been  the  subject  of  forced  liquidations.  That  makes  them  awfully  cheap  now. 


Cecile  Daurat 


b  BACK  TO  THE  SPRING  of  1990. 

pexel  had  just  gone  bankrupt,  the 

js  and  loan  industry  was  being 

peed  to  liquidate  its  junk  portfolios, 

Id  investors  in  junk  bond  funds 

pre  eashing  out.  The  yield  on  junk 

>nds  averaged  a  huge  seven  per- 

Dtage  points  over  the  yield  on  com- 

Irable    Treasurvs.    Buv    junk,    we 

vised  i  Apr.  30,  1990).  Over  the 

\t  eight  years,  junk  averaged  a  total 

purn  (yield  plus  capital  gains  i  of 

1.6%  a  year. 

Recently  junk  has  been  a  rotten 
vestment,  with  prices  sinking  and 
bids  rising  to  an  unusually  wide 
read  over  Treasurvs — 6.4%,  accord- 
jg  to  a  Merrill  Lynch  high-yield 
pex.  It  seems  that  history  is  repeat- 
|g  itself.  This  time  the  role  of  the 
pis  is  being  played  by  hedge  funds 
Id  other  speculators  who  were  hold- 
jg  junk  bonds  while  shorting  Trea- 
•rv  securities.  As  the  spread  they 
pre  working  off  widened,  they  were 
peed  to  sell  junk  and  buy  in  Trea- 
r\  s — aggravating  the  problem  they 
pre  suffering  from.  Just  as  in  1990, 
pividual  investors  have  been  fleeing 
Ink,  with  net  redemptions  on  junk 
rids  coming  to  $2.5  billion  since  the 
Lssian  devaluation  in  mid-August. 
J  But  now  is  the  time  you  ought  to 
I  putting  more  money  into  junk 


Fat  spread 

1,100 


basis  points  (through  Oct.  13) 


igh-vield  master 

index  versus 

10-year  Treasurys 


800 


500 


200 

'87      '89      '91       '93      '95      '97 '98 

Source:  Merrill  Lynch. 

Investors  are  being  paid  handsomely 
for  holding  junk  rather  than  Treasurys. 


bonds,  says  Marko  Budgyk  of  Helix 
Investment  Partners  in  Los  Angeles. 
"They're  absolutely  the  cheapest  type 
of  securities  out  there.  On  a  decent 
portfolio,  you  can  get  700  basis 
points  [7  percentage  points]  over 
Treasurys,"  he  says. 

Budgyk  is  an  astute  analyst  of  junk 
bond  issueps,  who  first  appeared  in 
Forbes  ten  years  ago  with  an  intrigu- 
ing theory  linking  the  risk  of  default 
on  a  bond  to  the  volatility  of  the 
issuer's  stock.  (For  a  current  applica- 
tion of  this  theory,  read  "Default-risk 
bookies,"  p.  124.)  What  does  he  say 


est  buys  in  high-yield  funds 


Irformance    Fund/800  number 
P    DOWN 
narkets- 


5-year       SEC  Assets*  Weighted      Annual 
annualized    yield    ($mil)  avg  maturity  expenses 
total  return  (years)      per  $100 


A 
A+ 


Fidelity  High  Income/544-8888 
Northeast  Investors  Trust/225-6704 
Vanguard  Fixed  Inc-High  Yield  Corp/835-1510 
Value  Line  Aggressive  Income/223-0818 
Nicholas  Income  Fund/227-5987 


10.8% 

9.8% 

$2,825 

8.6 

$0.80 

$1,000 

10.6 

9.0 

2,246 

7.6 
6.6 

0.65 

1,000 

8.9 

8.8 

4,954 

0.28 

3,000 

9.4 

10.4 

151; 

7.9 

0.95 

1,000 

8.2 

9.0 

239 

7.4 

0.50 

500 

'Through  Sept.  30. 


Sources:  Forbes-,  Upper  Analytical  Services;  Morningstar,  Inc. 


I  sse  combine  good  performance  with  low  costs. 


about  default  risk  now? 

In  1991  more  than  10%  of  junk 
bonds  defaulted.  Long-term  holders 
didn't  suffer  too  much,  both  because 
the  high  yields  make  up  for  a  certain 
amount  of  principal  losses  and 
because  few  defaults  end  in  a  wipeout 
for  bondholders.  Budgyk  predicts  this 
year's  default  rate  for  junk,  while 
increasing,  will  be  only  3%.  There 
could  be  a  recession  next  year,  he  says, 
but  even  so,  it's  unlikely  that  default 
rates  will  climb  anywhere  near  10%. 

Glenn  Yago,  author  of  a  1991 
book  touting  high-yield  bonds,  is 
another  booster  of  the  downtrodden 
sector  now.  Bonds  in  the  cable,  utili- 
ty, health  care,  real  estate,  paper  and 
energy  sectors  are  all  underpriced,  he 
says.  You  could  call  him  a  Michael 
Milken  apologist — he  works  now  at 
the  Milken  Institute — but  note  that  if 
you  had  bought  junk  when  his  book 
came  out,  you  would  have  done  even 
better  than  our  13.6%. 

Les  Levy,  high-yield  telecom  ana- 
lyst at  Chase  Securities,  a  subsidiary  of 
Chase  Manhattan,  recommends  the 
Nextlink  Communications  9%  bond 
due  2008,  trading  at  $88.50  with 
11%  yield  to  maturity.  In  one  of  his 
Helix  high-yield  portfolios,  Budgyk 
likes  the  Systems  Software  7%  bond 
due  2002,  trading  at  $59  with  a  23% 
yield.  These  bonds  are  convertible 
into  Systems  Software  common,  cur- 
rently  worth  $22.  The  con- 
version feature  is  unlikely  to 
pay  off,  but  23%  is  not  a  bad 
yield  on  a  straight  bond  from 
a  company  like  this. 

If  you  have  less  than  $1 
million  to  invest  in  a  diversi- 
fied portfolio  of  individual 
bonds,  you  might  be  better 
off  with  a  fund.  The  table 
shows  funds  combining  good 
performance  with  low  costs  of 
ownership.  Hi 


Minimum 

initial 
investment 
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Distressed  merchandise 

With  the  few  million  he  has  left,  Edward  Bozaan  is  plunging 
even  more  deeply  into  Latin  America,  Asia  and  eastern  .Europe. 


By  Thomas  Easton 

Ask  most  investors  in 
emerging  markets  what 
they  want  and  it's  a  one- 
way ticket  out.  Open-end 
emerging  market  funds 
are  groaning  under  the 
weight  of  redemptions 
and  falling  share  prices; 
hedge  funds  are  implod- 
ing; traders  are  being 
canned. 

While  everyone  else 
is  rushing  for  exits, 
Edward  Bozaan  is  one  of 
the  very  few  thinking 
about  getting  in.  "I'm 
not  interested  in  a  market 
that  hasn't  dropped 
40%,"  declares  this  opera- 
tor of  Waterford  Partners, 
a  hedge  fund  based  in 
New  York.  "I'm  usually 
not  a  buyer  until  it  has 
dropped  60%  or  70%." 

Bozaan,  41,  confesses  to  having 
bought  a  little  too  early  but  he's 
learned  patience.  The  child  of  Syrian 
immigrants,  he  worked  summers  on  a 
GM  assembly  line  while  attending 
Anderson  University,  earned  an 
M.B.A.  at  the  University  of  Chicago, 
and  then  spent  nine  years  as  an  invest- 
ment adviser  at  Morgan  Stanley  and 

Are  these  prices  insane? 


Intrepid  investor  Edward  Bozaan 
Buy  on  potholes. 


other  firms.  He  opened  his  fund  two 
years  ago,  a  particularly  bad  time  for 
delving  into  the  Third  World.  So  far  he 
has  lost  45%  of  his  clients'  money.  But 
he  still  has  $12  million  left  in  Water- 
ford,  of  which  $1.8  million  is  in  cash. 
In  investing  that  cash,  Bozaan  will 


Company 


Country         Industry 


$  decline 
from  peak 


EWreplacement 
cost 


1999 
estP/E 


Pacific  Corp 

Korea            cosmetics 

-71%                  82% 

6.3 

DMCI 
Vimpelcom 

Philippines      construction 
Russia           cellular  phones 

-94                     9 
-86                    120 

2.9 

3.2 

Ramayana 

Indonesia        low-end  retailer 

-92                    23 

6.0 

Pakistan  State  Oil 

Pakistan         gas  distribution/retail 

-87                    29 

3.7 

•Errterpnse  value  is  market  capitalization  added  to  net  debt   Sources:  Wateriord  Partners:  IBES:  Bloomberg  Financial  Markets:  Standard  Bank 

These  companies  have  been  tossed 
into  the  dustbin  of  global  markets. 
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have  his  pick  of  deeply 
discounted  shares.  On  his 
last  trip  to  Moscow  he 
landed  on  a  potholed 
runway  and  checked  into 
a  conference  that  last  year 
drew  200  fund  managers 
looking  to  buy.  This  year 
70  sellers  eyeballed  each 
other  looking  for  a  cus- 
tomer. "There  are  no 
investors  here,"  Bozaan 
was  told  while  sitting 
at  the  dessert  bar.  "Just 
liquidators." 

Using  World  Bank  data 
covering  two  decades  of 
market  convulsions,  Bo- 
zaan concludes  these  mar- 
kets almost  always  recov- 
er, and  that  they  usually 
do  so  within  three  years. 
Greece  and  Thailand  did 
after  crashes  in  1987,  Turkey  after  the 
hyperinflation-inspired  panic  of  1994, 
Mexico  after  die  devaluation-related  tall 
in  1995. 

"The  problem  is  that  a  few  really 
bad  experiences  can  drive  you  out  of 
the  business,"  says  Bozaan.  "You 
have  to  be  consistent  and  patient." 
Indeed,  if  not  for  a  clause  in  his  part- 
nership agreement  that  locks 
investors  into  Waterford  for  18 
months,  Bozaan  might  be  out  of 
business  by  now. 

In  late  1996,  when  Bozaan  opened 
his  fund,  the  only  markets  that  qual- 
ified under  the  40%  rule  were  Sri 
Lanka  and  Pakistan.  Global  panic  has 
added  18  others,  including  most  of 
Latin  America,  all  of  Asia  and  much 
of  eastern  Europe. 

Not  all  of  these  are  candidates  for 
a  rebound.  Bozaan  has  no  interest  in 
Malaysia  (down  85%),  Estonia  (down 
75%)  or  South  Africa  (down  50%). 
He  recently  spent  a  night  in  a  nearly 
deserted  hotel  in  Harare,  Zimbabwe. 
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A  Fund  That's  Overcome 
Peer  Pressure 


AMERICAN    CENTURY    INCOME    &    GROWTH 


***** 

mil 


MORNINGSTAR  RATINGS 

***** 

3  Yenr± 


***** 

5  Years 


Fund  Rated  as  of  June  3ft  1998,  for  the  Overall  and  I  year  Period  Among  2,545  Domestic  Stock  Funds 
i  year  Period  Among  l,4b2  Dotnestu  Stack  Funds. 


American  Century's  Income  &  Growth  Fund  performance.  While  past  performance  doesn't 

has  consistently  beaten  its  peers,  year  after  guarantee  future  results,  this  fund  has  ranked 

year.  It's  earned  Morningstar's  highest  near  the  top  of  its  class.  To  find  out  more, 

rating,  ranking  in  the  top  ten  percent  of  call  American  Century  at  1-800-345-2021 

domestic  stock  funds  for  risk-adjusted  and  ask  for  a  free  prospectus. 


Please  ask  for  a  prospectus  with  more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it  carefully  before  you  invest. 
Morningstar  proprietary  ratings  reflect  risk-adjusted  performance  for  Investor  Class  Shares  as  of  6/30/98.  These  ratings  may  change  monthly, 
and  are  calculated  from  the  fund's  three-,  five-  and  ten-year  (when  available)  average  annual  total  returns  in  excess  of  90-day  Treasury  bill 
returns,  with  appropriate  fee  adjustments  and  a  risk  factor  reflecting  fund  performance  below  90-day  Treasury  bill  returns.  The  top  ten  percent 
Of  the  funds  in  an  investment  category  received  five  stars.  ©  1998  American  Century  Services  Corporation,  Funds  Distributor,  Inc.  FBS 


American 
Century 


www.americancentury.com 


1-800-345-2021 


The 


That  market,  down  80%,  is  beginning 
to  qualify  as  a  serious  investment. 

If  you  have  cash  to  put  into  emerg- 
ing markets,  why  hesitate  now? 
Because  either  the  politics  are  simply 
intolerable,  as  in  the  case  of  Malaysia, 
or  indnidual  stocks  aren't  really  cheap. 
Bozaan  points  to  Zimbabwe's  Delta 
Brewer)',  down  from  $2  a  share  to  22 
cents.  At  22  cents  you  are  paying  eight 
times  earnings  for  a  company  that  is 
likely  to  keep  growing;  in  the  U.S.  it 
would  be  a  steal.  In  Bozaan's  world  it's 
marginal.  He  would  like  to  pay  not 
more  than  four  times  cash  flow  (in  the 
sense  of  earnings  plus  depreciation), 
and  he  would  like  to  see  a  company's 
enterprise  valuation — debt  plus  market 
value  of  common  stock — at  no  more 
than  80%  of  replacement  costs.  If  the 
equipment  is  shiny  and  new,  so  much 
the  better.  Delta  goes  for  3.5  times 
cash  flow  and  50%  of  replacement  cost. 

Given  the  right  circumstances, 
even  national  chaos  is  tolerable. 
Bozaan  holds  stocks  from  South 
Korea,  Indonesia  and  the  Philippines, 
among  other  countries.  Pakistan  has 
suffered  unrest  at  home  and,  because 
of  a  nuclear  bomb  test,  condemna- 
tion abroad.  Still,  Pakistan  State  Oil, 
a  refiner  and  marketer,  sells  at  two 
times  cash  flow  and  35%  of  replace- 
ment cost.  Divide  the  company's 
$180  million  enterprise  value  by  its 
service  station  count  and  you  get  a 
price  of  $55,000.  That  wouldn't  even 
cover  the  construction  bribe  for  a  sta- 
tion in  neighboring  India. 

Cheap,  of  course,  can  become 
cheaper  still.  "You  buy  at  20  cents  on 
the  dollar,  and  it  goes  to  10  cents;  you 
buy  at  10  cents,  and  it  goes  to  5," 
Bozaan  says.  Or  it  can  bounce  back.  In 
three  trading  days  Russia's  Vimpelcom 
went  from  $5.50  a  share  to  $10.25 
and  he  thinks  there's  further  to  go. 

Bozaan's  partnership  charges  the 
usual  1.5%  of  assets  annually  plus  20% 
of  profits.  Alternatively,  consider  the 
Vanguard  Emerging  Market  Index 
Portfolio  (expense  ratio,  0.6%;  12- 
month  return,  -31%)  or  the  MFR 
Emerging  Market  Total  Return  Fund 
(expense  ratio,  2%;  12-month  return, 
-16%).  Or  try  to  buy  some  of  the 
stocks  in  the  accompanying  table; 
some  larger  brokerage  firms  can 
handle  the  trades.  Watch  out  for  large 
bid/ask  spreads.  H 
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How  low  can 
energy  go? 


deflation  in  the  air,  oil  shares  are  cheap.  Too 
cheap,  says  the  manager  at  MainStay  Value  Fund. 


By  Thomas  Easton 

Value  funds,  the  ones  that  buy 
stocks  trading  at  low  multiples  of 
earnings,  dividends  or  book  value,  are 
supposed  to  hold  up  better  than 
growth  funds  in  a  bear  market.  In  the 
recent  correction,  though,  value  man- 
agers haven't  exactly  covered  them- 
selves with  glory.  The  MainStay  Value 
Fund,  for  example,  kept  up  with  the 
hard-to-beat  s8tP  500's  heady  17% 
annualized  return  throughout  the 
1990s  before  hitting  a  wall  early  this 
year.  Thanks  to  an  overweighting  on 
commodity  producers  and  an  under- 
weighting  on  health  care  and  tech 
companies,  it  has  since  run  20  points 
behind  the  index. 

Don't  abandon  value  now,  pleads 
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Denis  Laplaige,  the  47-year-old  man- 
ager of  this  $1.3  billion  fund  anc 
president  of  the  institutional  invest- 
ment firm  MacKay  Shields.  And  don't 
abandon  oil.  Laplaige's  fund  has  buill 
a  15%  position  in  energy  stocks 
double  the  normal  weighting. 

At  a  recent  $15  a  barrel,  oil  is  dowr 
by  a  third  from  a  year  ago.  Laplaigt:t]f 
expects  a  recovery  to  $20  over  the  nexi 
two  to  three  years.  The  reasons  for  the1 
recent  decline  are  obvious:  Last  winter 
was  unusually  warm;  demand  collapsec 
in  Russia  and  Asia;  and  the  prospect  o: 
high  prices — a  year  ago  the  expert: 
were  predicting  increases  in  the  prict 
of  oil — prompted  increased  drilling  at 
just  the  wrong  time. 
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•  Executive  Leadership: 

The  Women,  The  Numbers 

•  Chaos  Management 

•  How  Must  Leadership  Change? 

•  Information  Technology 

•  Redefining  "Ownership" 

•  Globalization 

•  Over  The  Top 

•  The  Balancing  Act 
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For  More  Information: 

Internet:  www.forbes.com/conf/execwomen 
E-mail:  executivewomen@forbes.com 
Phone:  212-499-3521 
Fax:  212-499-3324 

Limited  sponsorship  opportunities  are 
available.   E-mail  sponsorship  inquiries  to 
rjohnson@forbes.com 


Anita  Roddick 

Founder  and  Chief  Executive, 
The  Body  Shop 


Sheila  W.Wellington 

President, 
Catalyst 


Falling  prices,  though,  have  had  an 
impact  of  their  own.  Laplaige  doesn't 
expect  a  surge  in  demand.  He  does, 
however,  believe  in  the  possibility  of 
shrinking  supplies.  Inventories  should 
typically  be  building  at  this  time  of 
year,  and  they  are  not.  Russian  pro- 
duction has  been  crippled  by  the 
country's  economic  chaos.  The  count 
of  drilling  rigs  in  the  U.S.  is  way 
down.  Given  the  positive  impact  that 


Drilling  on  Wall  Street 


higher  oil  prices  would  have  on  some 
of  the  most  precarious  areas  of  the 
world  (namely,  Latin  America, 
Indonesia  and  Russia),  it  is  likely  that 
wealthy  nations  won't  even  protest  a 
price  increase. 

The  price  surge  would  have  a  posi- 
tive impact  in  the  valuation  of  the' 
integrated  oil  giants,  but  the  biggest 
beneficiaries  would  be  specialized 
U.S.  oil  and  gas  exploration  compa- 


Company                          Cash 
flow* 
pei 

D  . 

valuet          52  week 

share high             low 

recent 

Price/liquidation 
value 

Oryx  Energy                       $4.80 

$26.26          $30.81 

$10.56 

$11.56 

0.44 

Union  Pacific  Resources        4.90 

25.25            27.56 

8.31 

11.75 

0.47 

Seagull  Energy                     4.50 

20.30            27.25 

7.63 

10.19 

0.50 

Santa  Fe  Energy  Resources    2.50 

11.20      i      13.81 

6.84 

7.19 

0.64 

Apache                              6.35 

34.50            43.63 

22.50 

25.06 

0.73 

Noble  Affiliates                    9.05 

:      38.00           46.19 

22.63 

29.31 

0.77 

*Net  income  plus  depreciation,  amortization  and  depletion.  tPresent  value  of  1997  reserves  adjusted  for  current  prices 
and  discounted  by  10%.                                            Source:  John  S.  Herold,  Inc.  Comparative  Appraisal  Reports. 

nies.  Laplaige  argues  that  a  number 
of  smaller  oil  explorers  are  trading 
well  below  their  probable  breakup 
value.  "The  companies  sell  at  a  20%- 
to-50%  discount  to  the  value  of. 
reserves,  never  mind  the  exploration 
prospects,"  says  Laplaige.  At  times,  he 
adds,  it  is  cheaper  to  drill  for  oil  on 
Wall  Street  than  in  oilfields,  and  today, 
is  one  of  those  times.  But  the  dispari- 
ty never  lasts  very  long. 

The  table  shows  six  explorers  that 
Laplaige  rates  a  buy.  The  "liquidating 
value"  is  an  estimate  from  John  SJ 
Herold,  Inc.,  an  energy-analysis  firmw 
in  Stamford,  Conn.,  of  what  a  com- 
pany would  be  worth  if  it  sold  off  its 
reserves,  paid  off  its  debts  and  distrib- 
uted the  net  proceeds  to  shareholders. 
The  Herold  figures  assume  a  conser- 
vative discount  factor  on  the  presents  :<" 
value  of  oil  and  gas  that  will  come  out,' 
of  the  ground  years  hence;  they  dol 
not,  however,  allow  for  corporate: 
taxes  that  would  be  due  in  such  a 
liquidation. 
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The  ROE  formula 

Just  about  everybody  thinks  that  return  on  equity  is  passe— 
but  then  maybe  that's  precisely  why  this  old  measure 
of  corporate  performance  still  works  for  Ron  Muhlenkamp. 


By  James  M.  Clash 

During  the  long  bear  market  of 
1973  and  1974,  a  young  analyst 
named  P.onald  Muhlenkamp  found 
himself  with  time  on  his  hands.  He 
was  working  at  a  North  Carolina 
insurer  now  called  Integon,  and 
insurance  companies  can't  sell  short. 
"It  was  a  great  time  to  do  some 
homework,"  he  remembers. 

Tinkering  with  correlations 
between  financial  yardsticks  and  sub- 
sequent performance,  he  came  to  the 
conclusion  that  an  old-fashioned 
measure  called  return  on  equity,  or 
roe,  matters  a  lot.  Indeed,  it  was 
more  predictive  of  future  growth  than 
was  the  past  growth  rate  in  earnings. 

The  world  of  corporate  finance 
has  changed  a  lot  since  then,  but 
Muhlenkamp,     now     54,     hasn't 
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changed  his  formula  for  screening 
stocks.  He  wants  to  own  a  company 
whose  price/earnings  ratio  is  less 
than  its  roe  (in  percentage  points). 
Example:  Fidelity  National  Financial, 
a  title  insurance  underwriter  in 
Irvine,  Calif.,  trades  at  ten  times  its 
expected  1998  earnings  but  has  an 
roe  of  20%.  It's  a  steal  at  $26,  Muh- 
lenkamp says. 

In  this  era  of  massive  writeoffs  and 
intangibles  like  brand  names  and 
software,  it  would  seem  that  roe's 
day  has  passed.  But  look  at  the 
results.  Since  it  opened  in  1988,  the 
Muhlenkamp  Fund,  which  is  run 
from  Wexford,  Pa.,  has  gained  an 
average  of  14.4%  per  year,  two  points 
better  than  the  average  return  of  its 
nidcap-value  peers.  It  has,  moreover, 


delivered  that  return  with  17%  less 
volatility. 

Muhlenkamp  explains  why  he  pays 
more  attention  to  ROE  than  the  usual 
analyst  fixation,  the  expected  growth 
rate  in  earnings  per  share:  "Earnings 
projections  are  what  they  think  a 
company  can  do,"  he  says,  "but  ROE 
is  how  profitable  a  company  is" 

Muhlenkamp  is  quick  to  caution 
that  roe  is  only  a  preliminary  screen. 
General  Motors,  for  example,  wrote 
off  two-thirds  of  its  book  value  in  the 
early  1990s  against  liabilities  foi 
retirees'  health  benefits.  Suddenly 
gm's  ROE  tripled,  and  the  stock 
turned  up  on  Muhlenkamp's  radar 
screen. 

Did  he  buy?  Nope.  "The  first  thing 
you  ask:  Is  the  number  real;  is  it  sus- 
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iiinable?"  he  savs.  "In 
«M's  case,  it  was  purely 
ttjcounting.     It     didn't 

-feet  operating  earnings." 
U  To  take  another 
Ijxtreme  example:  UST, 
lie.  has  an  ROE  of  96%, 
tut  this  does  not  mean  it 
jjm  deploy  new  capital  to 
jarn  a  96%  aftertax 
l.-turn.  Its  earnings 
ijrowth,  rather,  is  much 
lore  likely  to  be  a  func- 
lon  of  how  quickly 
leople  want  to  increase 
llieir  consumption  of 
hbacco. 
i  Contrast    the    airline 

BStness,  where  new  cap- 
lal  can  be  deployed  to 
prve  more  passengers, 
lluhlcnkamp  is  bullish 
In  amr  Corp.  With  a 
|5%  ROE  and  a  p/e 
pgainst  hoped  for  1998 
|amings)  of  8,  the  parent 
\f  American  Airlines  is 

is  second-largest  hold- 
jig,  at  4"o  of  the  fund. 
He  started  buying  a  few 
honths  ago  at  $60;  he's 
Idding  more  at  the  cur 
jent  price  of  $53.  "The 

rgument  against  amr  is 
lhat  earnings  will  drop  if  the  econo- 
my slows,"  he  says.  "But  even  if  earn- 

igs  get  cut  in  half,  [the  stock]  still 
J)oks  cheap." 
[  Then  there's  BE  Aerospace,  Muh- 

-■nkamp's  most  recent  purchase.  The 
lompany  has  50%  of  the  world  airline- 
eat  market  and  more  than  a  year's 


ROE  v.  price 


Stock/ticker 

Recent 
price 

Return          P/E 
on  equity 

YTD 
performance 

Alaska  Airlines/ALK 

$32 

18%            7 

-10% 

BE  Aerospace/  BEAV 

16 

23             11 

-40 

Fidelity  Natl  Fin/FNF 

26 

20             10 

-22 

Ford  Motor/F 

43 

18              8 

31 

Lockheed  Martin/LMT 

106 

21             17 

8 

Boeing/BA 

32 

15            25 

-34 

Gillette/: 

38 

28            30 

-24 

Royal  Dutch/RD 

50 

12            25 

-7 

Wal-MartAVMT 

60 

20            30 

50 

Walt  Disney/: : 

23 

12            27 

-30 

Data  as  of  October  1998. 

Sources:  Muhlenkamp  Fund;  Forbes. 

worth  of  orders  for  new  seats  and 
refurbishings.  Muhlenkamp  was  first 
attracted  to  the  stock  after  doing 
what  the  experts  call  primary 
research.  "Have  you  been  on  a  plane 
recendy?"  he  asks.  "They're  crowded, 
and  the  seats  are  shabby."  Then  he 
ran    the    numbers.    At    $16,    the 


To  find  good 
companies  that 
are  good  buys, 
Ron  Muhlenkamp 
looks  for  stocks 
with  price/earnings 
ratios  less  than  the 
company's  return  on 
equity  (in  percent- 
age points).  He'd 
buy  the  first  five 
stocks,  but  not 
the  last  five. 


Wellington,  Fla.  company's  stock  has 
a  p/e  of  just  11  and  an  roe  of  23%. 

Increased  bookings  and  low  fuel 
costs  make  Muhlenkamp  bullish  on 
domestic  air  carriers,  particularly 
Seattle-based  Alaska  Airlines.  Alaska 
fits  his  formula  with  an  18%  roe  and 
a  p/e  of  7. 

Muhlenkamp's  portfolio  of  50 
stocks  trades  at  a  relatively  low  14 
times  expected  1998  earnings,  while 
his  average  ROE  is  20%.  Compare  that 
with  a  p/e  of  27  and  an  roe  of  25% 
for  the  top  50  market  capitalization 
stocks  in  the  s8cp  500  index. 

Investors  who  want  exposure  to 
midcap  stocks  to  round  out  a  portfo- 
lio shouldn't  hesitate  to  consider 
Muhlenkamp's  fund.  It's  a  no-load 
with  $206  million  in  assets,  below- 
average  annual  expenses  of  1.3%  and 
a  scant  14%  annual  turnover  rate. 
Forbes  gives  it  an  "A"  grade  for  tax 
efficiency,  so  the  fund  is  appropriate 
for  both  taxable  and  tax-deferred 
accounts.  OH 
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Allow  us  to  recommend  500  million  of  them. 


Take  your  pick.  That's  the  potential  number  of  businesses  that  could  be  served  by 
"micro-financing,"  part  of  a  new  enterprise  that's  been  called  the  social  and  financial 
phenomenon  of  our  age.  By  lending  funds  to  the  poorest  communities  in  the  world, 
micro-financing  helps  stimulate  development  and  promote  self-sufficiency.  It  also 
represents  an  untapped  market  of  nearly  $100  billion.  Sound  promising  enough? 

Many  world  leaders  think  so.  This  November  9  in  Lyon.  France,  the  United  Nations 
Conference  on  Trade  and  Development  (UNCTAD)  will  open  a  landmark,  four-day 
summit  to  launch  its  "Partners  for  Development"  initiative.  During  this  international 
conference,  heads  of  state,  world  leaders  and  private  sector  CEOs  will  work  together 
to  find  new  ways  to  assist  developing  countries  and  communities  around  the  world. 

One  source  of  inspiration  they  will  look  to  is  Operation  HOPE.  Founded  by  a  young 
banker  named  John  Bryant  in  response  to  the  1992  Los  Angeles  riots,  this  non-profit 
organization  has  been  so  successful  in  helping  to  rebuild  and  develop  L.A.'s  under- 
served  areas  that  John  was  appointed  the  UNCTAD  Goodwill  Ambassador  for  Partners 
for  Development.  Operation  HOPE  is  proving  to  the  world  that  micro-financing  works. 

Be  part  of  this  exciting  social  and  financial  opportunity.  Invest  in  the  emerging 
micro-financing  market.  With  500  million  choices,  the  decision  is  clear. 


For  more  information  on  the  United  Nations  summit  in  Lyon,  visit  the  Partners  for  Development  Web  site  at:  http://www.unctad.org. 

Or  contact  Zoraa  Amijee  by  phone:  41  22  907  4532/5505.  fax:  41  22  907  0050/52  or  e-mail:  zoraa.amijee@unctad.org.  To  contact 

Operation  HOPE,  call:  (213)  891-2906.  fax:  (213)  489-7511  ore-mail:  hopela@aol.com. 
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Btock  prices  of  some  of  America's 
favorite  blue-chip  companies  have 
taken  a  beating.  Shares  of  Lucent 
technologies,  for  instance,  sell  for 
10%  below  their  52 -week  high.  Coca- 
tola  trades  at  a  28%  discount. 
I  If  you  don't  care  about  dividends 
Ind  think  large  companies  will 
pounce  back  in  the  next  year  or 
lo,  consider  buying  leaps  (long- 
lerm  equity  anticipation  securities) 
Instead  of  common  shares.  Price 
Headley,  chief  investment  strategist 
It  Schaeffer's  Investment  Research, 
likes  Coca-Cola's  leaps.  It  costs 
[bout  564,000  to  buy  1,000  shares 
l)f  the  stock,  but  only  $13,375  for 
Ihe  right  to  purchase  1 ,000  shares  at 
•X60  through  January  2000.  While 
risking  a  lot  less  cash,  you  can  profit 
If  the  stock  price  rises  within  the  next 
14  months. 


Special  focus 


Quarterly  profits  arc  expected  to  decline 
for  the  first  time  in  seven  years.  Analysts 
predict  third-quarter  earnings  at  S&P 
500  companies,  on  average,  to  be  4.3% 
less  than  they  were  a  year  ago.  But  some 
firms  will  buck  the  trend  In  contrast  to 
a  year  ago,  the  group  below  is  expected 
to  add  57%  to  their  bottom  lines. 


The  overall  market 


A  bit  of  good  news 


Company 


Recent     Estimated 
price     EPS  change* 


American  Eagle  Outfitters 

$29.50 

59% 

AMR 

51.19 

31 

Best  Buy 

33.69 

64 

First  American  Financial 

27.25 

123 

Granite  Construction 

27.50 

34 

Maytag 

41.25 

51 

Mohawk  Industries 

23.88 

40 

York  International 


28.44      50 


*  1998  third-quarter  estimated  EPS  versus  1997 
third-quarter  actual  EPS. 
Source:  IBES  Express. 
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The  Barra  All-US  price  index  as  of  10/9/98 

Market  value:  $10.2  trillion 

PIE:  20.8 

P/E  minus  negative  EPS:  19.2 

Price/book:  3.1 

Yield:  1.5% 


12-month  closeup 


'88     '89     '90     '91     '92      '93     '94     '95     '96     '97      '98 


Closeup  on  the  markets 


Indei  or  investment 

%  change  from 
1  year  ago     5-year  high 

-7.5%       -20.6% 
9.6          -15.6 
-6.2          -18.8 
-1.8          -15.4 
1.8          -17.1 

Barra  All-US  index 

-7.6% 

■■■^■i 

S&P/Barra  Growth  index 

-6.2 

■■■■ 

S&P/Barra  Value  index 

-5.3 

■■H 

Dow  Jones  industrials 

-1.6 

■ 

S&P  500 

-5.8 

■■■■ 

NYSE 

-5.6 

■■■■ 

-4.0 
-14.2 

-19.0 
-25.9 
-21.2 
-20.7 
-22.7 

Nasdaq 

144  BH 

PSE  Tech  100 
EAFE* 

-11.7             | 
-3.0 

^""^ 

-15.4 
-10.3 

CRB  futures  index 

-0.3 

1 

-18.0 

Gold  (Comex  spot) 

0.9 

1 

-9.9 

-28.6 

Yen    (per  JUS) 

14  4  ■■ 

-2.6 

-20.8 

Oil  (W  Texas  Intermediate) 

-6.4 

■"■™ 

-34.0 

-45.2 

What  the  funds  are  buying  and  selling7 

Buying 

Recent 
price 

Market 

value         1998 

($mil)         EPS8     Selling 

Recent 
price 

Market 

value 

($mil) 

1998 
EPS8 

Carriage  Services 

$21.25 

$312       $0.64 

Agribrands  intl 

ito  Grp 

$22.25 
9.38 

$237 

$1.30 

Comcast 

41.81 

15,438        -0.72 

Dollar  Thrifty  A 

226 

1.41 

Rayovac 
Sportsline  USA 

15.94 
9.56 

437         0.73 
181        -1.90 

Questar 

19.50 

1,606 

1.28 
-0.48 
-0.14 

Sunbeam 

5.31 

536 

TeleTech  Holdings 

8.19 

489         0.34 

Trans  World  Air 

ines 

4.44 

254 

The  best  and  worst  performing  industry  facto. 


Best 

2-week 
change 

Change 

since 

12/31/97 

Worst 

2-week 
change 

Change 

since 

12/31/97 

Beverages 

10.0% 

-12.7% 

Trucking 
Motor  vehicles 
Air  transport 
life  insurance 
Oilfield  services 

-20.6% 

-42.4% 

Electric  utilities 
Cosmetics 
Gas  utilities 
Aluminum 

9.5 
7.0 
6.5 
4.8 

24.8 

-16.9 

17.2 

30.0 

-17.9 
-16.4 

19.6 
-16.0 

-16.4 

-3.4 

-16.1 

-51.2 

Data  for  period  ending  10/9/98.  The  Barra  All-US  price  index  consists  of  all  publicly, traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and 
closed-end  funds  are  excluded.  :Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth.  ^Total  return  of  more  than  300  large- 
capitaiization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  pnee-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  "A  dollar- 
denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21  commodity  futures.  'Source:  Bridge-Commodity  Research  Bureau.  'Buys  and  sells  are 
tabulated  by  a  fastcheck.com  proprietary  model  from  the  Mutual  Discovery  Network.  For  an  update  on  the  performance  of  these  stocks  see  our  Web  site  at  www.forbes.com/wallstreet.  "Consensus  estimate.  9Shows  return  after 
controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  sources:  Barra,  Inc.;  IBES  Express. 
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Have  nervous  nellies  squeezed  all  J 
the  value  out  of  long-term  Treasurys?  | 
At  a  recent  5.1%,  the  30-year  bond 
now  yields  about  125  basis  points  lessi 
than  it  did  one  year  ago.  Amid  eco- 
nomic chaos  in  places  like  Asia  and 
Russia  and  declining  stock  prices  in  i 
the  U.S.,  investors  have  been  buying 
U.S.  Treasury  bonds  for  their  safety 
and  liquidity.  Moreover,  a  budget 
surplus  in  the  U.S.  (which  reduces 
the  government's  borrowing 
demand)  has  also  helped  drive  down] 
the  yield  on  Treasury  bonds.  Note 
the  flatness  of  the  yield  curve  (see  top\ 
chart,  left). 

If  you're  willing  to  stomach  somej 
risk,  consider  junk  bonds.  The  yield 
advantage  on  corporate  high-yield 
bonds  over  10-year  Treasurys,  for 
instance,  has  widened  by  about  310 
basis  points  (3.1  percentage  points)] 
since  the  end  of  June. 

Martin  Fridson,  chief  high-yield  I 
strategist  at  Merrill  Lynch,  points  out] 
one  of  the  reasons  for  the  widening] 
spread  in  the  junk  bond  market: 
Banks  and  other  creditors  are  ever! 
more  careful  about  whom  they  lend| 
money  to,  so  the  junk  bond  market 
has  experienced  some  recent  bigl 
defaults  by  companies  (Southern! 
Pacific  Funding,  Heartiand  Wireless! 
and  Acme  Metals)  that  up  to  nowj 
might  possibly  have  been  granted] 
loans  to  avert  default. 

There  are  good  opportunities  inl 
junk  bonds,  but  there  are  also  sub- 
stantial risks.  Fridson  recommends! 
that  individual  investors  who  want  tcl 
be  in  the  market  favor  mutual  funds! 
over  individual  bonds  because  of  thej 
funds'  diversification  and  their  pro- 
fessional money  management. 

David  Thompson,  senior  portfolio! 
manager  for  Bank  of  Boston's  mutual 
funds,  says  municipal  bonds  also  looij 
especially  attractive.  Like  Fridson 
Thompson  recommends  funds,  bull 
for  a  different  reason:  "Municipa 
bonds  are  in  very  short  supply  these 
days — there's  so  little  inventory,"  ht 
says.  "Buying  a  [municipal]  bonc| 
fund  averts  this  problem." 


Note:  Most  information  provided  by  Barra,  Inc..  Berkeley,  Calif.  *As  of  9'30/98.  Except  for  Junk  corporates,  10/7;  Municipals  and  Treasury  bonds,  10/9.  A  basis  point  is  equal  ft 
one-hundredth  of  a  percentage  point.  -'Yield  on  10-year  Treasurys.  'The  trailing  12-month  increase  in  the  overall  Consumer  Price  Index.  'Composite  maturities.  'Source:  Credi  | 
Suisse  First  Boston.  ^Spread  between  long-maturity  municipal  bonds  and  30-year  U.S.  Treasury  bonds.    Source:  Lehman  Brothers.  ^Annualized. 
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AmericanHeritage 


GREAT 
AMERICAN 
PLACE 


American  Heritage  has  been  at  the  forefront  of  historic  and  cultural  travel  for  nearly  15 
years,  with  an  annual  travel  issue,  a  regular  travel  column,  special  travel  sections,  and 
our  annual  Great  American  Place  Award — honoring  the  destination  that  best  reflects 
its  past  with  particular  vigor  and  clarity. 

For  advertising  information,  call  (212)  620-1817.  For  a  trial  subscription,  call  1-800-777-1222 
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Leper  stock 

,^™    To  hear  Warren,  N.J. -based 

"^^  Celgene  (nasdaq:  celg)  tell 
it,  you'd  think  it  had  a  blockbuster 
on  its  hands  as  potent  as  Viagra  or 
Prozac.  What  it  has  got  is  a  drug 
called  Thalomid,  and  it  is  claiming 
that  it  has  the  potential  to  treat 
such  horrible  diseases  as  AIDS, 
cancer,  Crohn's  disease  and  lep- 
rosy. Ring  a  bell?  Thalomid  is  just 
another  name  for  Thalidomide, 
which  became  infamous  in  the 
1950s  and  1960s  as  one  of  the 
biggest  pharmaceutical  horror 
stories  of  the  20th  century. 

Thalidomide  was  a  widely 
used  sleeping  pill  and  morning-sickness 
cure  in  the  1950s.  It  was  implicated  as  the  cause 
of  grisly  birth  defects  in  8,000  children.  Never 
approved  in  the  U.S.,  it  was  banned  worldwide  in 
1962.  Lawsuits  and  headlines  lingered  for  years,  mak- 
ing "Thalidomide"  synonymous  with  limbless  new- 
borns and  scandal. 

On  July  16,  1998  Celgene  got  approval  from  the 
Food  &  Drug  Administration  for  Thalomid  to  be  used 
to  treat  a  skin  malady  called  erythema  nodosum  lepro- 
sum  (exl)  that  mostly  afflicts  leprosy  patients  who  are 
on  antibiotics.  There  are  less  than  1,000  leprosy 
patients  under  treatment  in  the  U.S.  Since  only  a  frac- 
tion of  them  will  need  Thalomid,  the  company  is  hyp- 


■en  to 


biblf. 


?*?%" 


ing  off-label  uses — not  yet  FDA  approved — as  the 
big  payoff.  Since  Celgene  had  only  $1  million  in 
revenues  in  1997,  mostly  from  its  chiral  agro- 
chemical  business,  it  badly  needs  a  boost.  Bulls  say 
Thalomid  will  generate  some  S40  million  in  1999. 
The  hype  pushed  Celgene's  stock  to  $15  in  July, 
and  it  was  recently  selling  at  $9.25,  giving  it  a  mar- 
ket capitalization  of  over  $150  million. 
Streetwalker  sources  report  that  many  doctors  and 
patients  are  scared  stiff  of  Thalidomide,  especially  on 
off- label  uses  for  the  drug.  It  took  six  years  to  develop 
Thalomid  and  secure  approval  from  the  FDA  for  the 
leprosy  applications;  count  on  many  more  years  for  any 
cancer  treatments. 

Another  problem  for  Celgene  comes  from  its  chief 
competitor,  EntreMed — the  company  that  saw  its  stc 
quadruple  amid  hyped  news  that  its  cancer  cure  works 
in  mice.  EntreMed  has  already  secured  "orphan  drug" 
status  for  its  own  version  of  Thalidomide  for  an  aids- 
related  skin  cancer.  That  means  that  if  and  when  its 
drug  is  FDA-approved,  it  will  receive  seven  years  of 
exclusive  marketing  rights  for  the  drug  in  the  U.S. 

Drug  analysts  at  firms  like  Prudential  Securities  and 
Warburg  Dillon  Read  rate  the  stock  a  "strong  buy." 
Streetwalker  emphatically  disagrees  and  recommends 
shorting  it.  Celgene  is  running  out  of  cash.  It  lost  S27 
million  in  1997,  currently  has  $12  million  in  cash  and 
is  burning  through  $7  million  per  quarter.  Says  one 
bear,  "They've  got  another  six  months  unless  they  can 
get  the  stock  up  and  do  a  deal." 

— Stephan  Herref 


Hel-loo? 


Right  number 

^^^  Some  of  the  hottest  stocks  of 
^^^^  the  recent  bull  market  were  of 
telemarketing  firms  like  apac  TeleSer- 
vices,  West  TeleServices  and  Sitel 
Corp.  They  employ  hundreds  of 
phone  operators  to  pester  people  at 
dinnertime  on 
behalf  of  companies 
like  AT&T,  UPS,  J.C. 
Penney  and  GTE. 
Their  ipos  created 
billions  in  stock 
market  value  in 
1995  and  1996,  but 
in  the  last  year  most 
of  these  stocks  have 
fallen  by  more  than 
60%.  It  seems  many 
of  them  were  too 
dependent  on  a  few- 
large  clients  which 
are  cutting  costs. 

One  unintended 
\ictim  of  the  car- 
nage has  been  $428 
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Sykes  Enterprises 

(stock  price  through  Oct.  13) 
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Source:  Bloomberg  Financial  Markets. 

An  investment  in  folks  who 
won't  interrupt  your  dinner. 


million  (estimated  1998  revenues) 
Tampa,  Fla. -based  Sykes  Enterprises 
( NASDAQ:  syke).  Unlike  other  telemar- 
keting firms,  Sykes  doesn't  peddle 
goods  and  services  but  pro\ides  tech- 
nical support  and  help-desk  sendees 
for  Microsoft,  Gateway,  Compaq  and 
IBM.  Most  of  its  7,400 
employees  work  in  23 
call  centers  around 
the  world.  Sykes  stock 
is  down  45%  in  the 
last  12  months 
despite  the  fact  that 
its  tech  support  busi- 
ness has  been  grow- 
ing rapidly  and  is 
much  less  susceptible 
to  switching  and  price 
competition  than  tele- 
marketers. 

Indeed,  according 
to  Deutsche  Bank 
analyst  James  Marks, 
Sykes'  top  five  cus- 
tomers account  for 


just  28%  of  its  revenue,  compared  to 
well  over  50%  for  many  of  the  tele- 
marketers. 

The  company  is  run  by  62 -year-old 
John  Sykes,  a  college  dropout  who 
studied  to  be  a  minister  but  ended  up 
writing  technical  manuals  for  engi- 
neers. Since  its  April  1996  IPO,  Sykes 
has  met  or  exceeded  every  earnings  or 
revenue  growth  target  he  has  made. 
According  to  Marks,  internal  earnings 
growth  will  grow  at  25%  per  year  and 
revenues  at  a  rate  of  more  than  30%. 

A  key  to  Sykes'  growth  and  prof- 
itability— operating  margins  have 
grown  from  2.9%  to  10.5%  since 
1994 — has  been  the  way  he  opens  call 
centers.  Sykes  gets  municipalities  like 
Ada,  Okla.  to  put  up  the  land,  plus 
half  of  the  $5  million  it  costs  to  open 
a  call  center.  In  this  way  Sykes  breaks 
even  on  the  centers  in  three  months 
and  gets  back  all  of  its  initial  capital 
within  18  months. 

At  a  current  price  of  $14.25,  Sykes 
is  selling  at  less  than  13  times  Marks' 

Forbes  ■  November  2,  199! 


p99  earnings  estimate  of  S  1.1 5.  Says 
Harks,  whose  target  price  is  S35  with- 

a  \  ear,  "This  is  not  a  telemarketer; 
Is  a  high-growth  bargain." 


Tie  plane  truth 


U^^  Thanks  partly  to  the  Asian 
B^"    meltdown,  shares  of  Boeing 
•  e  down  40%  since  April.  So  it's  no 
wprise  to  learn  that  many  of 
Boeing's  suppliers  have  also  gotten 
■immed.  Here's  one  that  has  been 
Bersold:  Bellevue,  Wash. -based 
Bsterline  Technologies  (  NYSE:  esl), 
fcwn  30%  since  Maw 
ft]  Esterline  has  two  problems:  It  is  an 
Bigineer-run  miniconglomerate  (and 
Bus  is  not  widely  followed  on  Wall 

:  reet  I,  and  it  is  closely  associated 
Ilith  Boeing. 

|  However,  Esterline's  aerospace 
Bosiness  will  account  for  only  40%  of 

>  expected  $450  million  in  1998 
Hies.  Only  20%  goes  to  Boeing  and 
■t-engme  builder  (  FM  International 
m  the  form  of  new  parts  like  cockpit 
pitches  and  pressure  indicators. 
«j  Boeing's  big  problem  has  been 
Bsian  cancelations,  mostly  of  purchas 
B  of  new  747s.  Esterline  parts  go  into 
B37s,  and  deliveries  of  the  smaller  jets 

e  currently  approaching  26  per 
Bonth  to  U.S.  and  European  airlines. 
H  Esterline  also  has  a  fist  growing 
■  placement  parts  business  that 
■xounts  for  20%  of  revenues,  but 
lj)uld  grow  to  30%  should  new  plane 
fciveries  slow. 

I  The  bulk  of  Esterline's  other  rev- 
alues comes  from  two  other  business 
■>.  Its  instrumentation  division,  which 
Bakes  lighted  cockpit  switches  and 
■so  quality-control  instrumentation 
t|>r  the  transportation  industry,  is 
Blowing  at  about  18%  per  year, 
■nother  major  business  is  Excellon, 
lie  world's  largest  maker  of  drilling 
Iquipment  for  printed  circuit  boards, 
■xcellon  competes  with  Hitachi  and 
■Duld  get  a  boost  from  the  rising  yen. 
I  Stephen  Jacobs  at  Dain  Rauscher 
B/essels  predicts  Esterline's  profits  will 
Bcrease  by  14%  next  year,  to  $1.91 
ler  share  for  fiscal  1999.  Yet  the 
lock,  at  SI 6,  sells  for  just  over  nine 
Imes  next  year's  expected  earnings. 

■icobs  expects  the  shares  to 

1  it  $28  in  the  next  12  months. 
-  Stephane  Fitch  h 


DIVERSIFY  FOR 
GROWTH  IN  SMALL-CAPS 


T.  Rowe  Price  Diversified  Small-Cap  Growth  Fund  is  our  newest 
opportunity  to  tap  the  long-term  growth  potential  of  small  compa- 
nies. The  fund  takes  advantage  of  proprietary  quantitative  strate- 
gies to  construct  a  portfolio  that  is  widely  diversified  among  a  large 
number  of  stocks  in  small,  growing  companies.  The  fund's  broad 
stock  diversification  offers  performance  consistent  with  the  small- 
cap  growth  market,  and  it  should  provide  less  volatility  than  similar 
funds  with  narrower  portfolios. 

Benefit  from  our  expertise.  T  Rowe  Price  is  recognized  as  one  of 
America's  leading  small-cap  investment  managers,  with  more  than 
$13  billion  in  small-cap  assets  under  management.  Of  course,  since 
small  companies  often  have  narrower  markets,  limited  financial 
resources,  and  less-liquid  stocks  than  larger  companies,  their  share 
prices  will  be  more  volatile.  No  sales  charges. 


Call  24  hours  for  your 
n  free  investment  kit 
including  a  prospectus 

1-800-401-5035 

www.  troweprice.  com 


Invest  With  Confidence® 

T.RoweRice 


m 
■  Ik, 


Ri-jil  llit-  pfOSpectlH  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  DS(,(i  i  (2  Hi 
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Laucdld  Isle 

Vacation  in  a  private  paradise,  as  tropit 
ed  as  any  undiscovered  island.  Visit  La 
Magazine  South  Pacific  Property  in  th 

This  pristine  paradise  offers  the  woi 
scuba  diving  and  snorkeling.  Wind 
Play  tennis.  Waterski.  Go  deep-sea  1 
board  the  island's  private  fishing  be 
the  pool.  Do  it  all.  Or  do  nothing  a 

Laucala  is  the  ultimate  vacation  exf 
the  finest  amenities  without  the  fon 
this  for  just  $2,495  pp  for  8  days  am 
(plus  Fiji  tax).  And  that  includes  ev< 
its  own  private  runway  and  daily  scl 
mercial  flight,  Laucala  is  the  perfect 

For  more  informat 
call  1-800-FORBE! 
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FIJI  ISLAND 

Concerned  About  Taxes? 


WE      CAN      HELP 


At  Muhlenkamp,  we  manage  money 

to  maximize  after  tax  returns. 

In  9  years,  we  'vepaid  only  2  capital 

gains  distributions,  totaling  36(. 


MUHLENKAMP  FUND  AVERAGE  ANNUAL 
RETURNS  FOR  PERIODS  ENDED  6/30/98 

ONE  YEAR 

32.9% 

THREE  YEAR 

32.0% 

FIVE  YEAR 

21.3% 

LIFE  OF  FUND 

SINCE  11/88 

17.7% 

>  100%  No  Load  >  Low  Turnover 
FOR  A  PROSPECTUS 

CALL  1-800-860-3863 

www.muhlenkamp.com 

E3  Muhlenkamp  Fund 

Please  read  the  prospectus  carefully  before  you  invest  Past  performance 
does  not  guarantee  future  results.  Fund  shares  when  redeemed  may  be 
worth  more  or  less  than  original  cost. 


By  Kenneth  L.  Fisher 


strategy 


Get  fully  invested 


Prepare 
for  a  market 
that  will  rise 
25%  to  40% 
in  the  next 
18  months. 


Reader  Bill  Haug  E-mails, 
asking  if  upcoming  earnings 
shortfalls  aren't  likely  to  precipi- 
tate a  real  bear  market,  rendering 
wrong  my  Oct.  5  view  that  we 
have  had  a  market  correction 
rather  than  the  start  of  a  bear 
market.  Nope — I  hold  to  that 
opinion.  Prepare  for  a  market 
that  will  rise  25%  to  40%  in  the 
next  18  months.  ^^^^^ 

What  makes  me  so  bold? 

For  one  thing,  the  prevailing  bearishness. 
The  E-mail  I  get  is  overwhelmingly  sure  it's 
a  bear  market.  Folks  contacting  my  Forbes 
Forum  site  keep  asking  if  this  or  that  won't 
tip  us  into  terrible  trouble.  At  a  recent  polit- 
ical fundraiser  I  attended,  fully  a  dozen  folks 
told  me  they  knew  months  ago  this  was 
coming,  and  more  ugly  is  ahead.  My  firm's 
more  than  1,000  high-net-worth  investors 
are,  on  balance,  scared  to  death. 

This  is  cool.  The  market  is  ready  to  climb 
a  wall  of  worry.  The  Great  Humiliator  loves 
doing  that. 

Earnings  shortfalls?  With  so  much  ink 
spilled  over  earnings  disappointments — 
and  by  some  very  rigid,  conventional 
thinkers — lower  earnings  are  already  priced 
into  stocks. 

People  say  p/es  are  too  high.  Check  your 
history  High  p/es  simply  don't  lead  to  ter- 
rible market  years.  Compare  year-end 
market  p/es  and  subsequent-year  returns. 
The  15  worst  negative  years  ever  came  from 
the  mid-to-low  end  of  the  p/e  range, 
including  1929  and  1930.  Out  of  the  past 
125  years,  I  picked  18  years  with  the  high- 
est p/es.  Of  these,  15  were  followed  by  up 
years  in  the  stock  market,  only  3  by  down 
years,  and  none  by  double-digit  down  years. 

My  May  4  column  drew  more  hostile 
comments  than  any  I  have  written  recently. 
In  it  I  cameoed  how  the  year  of  a  presiden- 
tial term  (first,  second,  third  or  fourth) 
impacts  market  risk.  Readers  groused  it  was 
simplistic  and  dumb.  I  have  done  lots  of 
research  on  this  over  a  long  time  and  am 
confident  of  it.  With  1999  the  third  year  of 
a  term  (even  if  Clinton  were  ditched,  which 
won't  happen),  there  is  little  market  risk. 


reasons,  in  the  front  half  of  pres- 
idential terms.  Year  one  is  by  far 
the  riskiest.  Watch  out  in  2001! 
I  counted  all  the  short,  sharp 
market  breaks  like  1998's 


Risk  is  heavily  concentrated,  and  for  good        29%  annual  return. 


plunge  (an  s&P  500  drop  of 
15%  or  more  within  90  days  of  a 
peak).  I  found  ten  of  these 
between  1929  and  1990.  Seven 
of  those  ten  showed  positive 

returns  in  12  months,  and  in  18  | 

months  averaged  a  huge  34% 
return.  Now  back  to  my  analysis  of  presi- 
dential cycles  and  the  stock  market:  The 
three  exceptions  started  in  the  first  year  of  a 
presidential  term. 

My  strategy  remains:  100%  equity,  and 
67%  of  that  in  the  35  largest  U.S.  stocks; 
the  other  33%  in  large  continental  European^  m 
stocks  and  a  few  Japanese  global  exporters,  , 
like  Hitachi  (46,  HIT,  www.Hitachi.co.jp). 
I've  been  wrong  about  Hitachi  for  over  a 
year.  It  has  had  a  tough  time.  But  I  remain 
comfortable  with  its  broad  product  line  and 
leading  market  share  almost  across  the 
board.  With  330,000  employees  in  900 
subsidiaries  spanning  the  earth,  it  is  among 
the  world's  great  firms — and  cheap  at  33% 
of  annual  revenue  and  55%  of  book  value. 

On  June  1  I  said  to  sell  Banco  Santander 
(15,  std,  wvvw.bsantander.com).  It  was  52 
(it  since  split  2-for-l),  having  tripled  from 
my  Nov.  4,  1996  buy  recommendation  at 
17.  It  is  now  back  to  cheap  enough  for  you 
to  own  Spain's  leading  bank.  I  think  it 
should  easily  see  28  by  2001.  While  you're 
at  it,  also  buy  Spain's  Banco  Bilbao  (11,  BBV, 
www.bbv.es).  It's  a  similar  story  with  a  simi- 
lar potential  return — about  35%  per  year. 

I  first  recommended  Montedison  (9,  MNT, 
www.montedison.it/indexgb.htm)  at  6 
(Nov.  4,  1996).  Then,  at  14, 1  said  sell 
(June  1).  Now,  having  dropped  36%,  Italy's 
leading  industrial  manufacturer  is  too 
cheap.  While  tiny  compared  with  Hitachi, 
in  central  Europe  mnt  is  similarly  a  leading 
player.  As  with  Hitachi,  mnt's  earnings 
have  dropped,  but  I  think  the  bad  news  is 
out.  At  30%  of  annual  revenue  and  1.25 
times  book  value,  MNT  is  cheap  and  beat 
up  and  likely  to  see  16  by  2001.  That  is  a 
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Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  ma,  iger.  His  third  book  is  100  Minds  that  Made  the  Market.  E-mail:  kenfisher@fi.com 
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of  view 

By  Steve  H.  Hanke 


A  hot  tip 


Over  the  past 
30  years,  the 
average 
inflation  rate 
has  been  5.2%, 
and  during  the 
last  decade,  it 
has  averaged 
3.55%. 


Easy  money  and  credit  all  across  the  globe 
have  created  the  greatest  speculative  boom 
the  world  has  ever  seen,  with  well-connect- 
ed hedge  fund  operators  employing  insane 
250-to-l  leverage  ratios.  As  I 
anticipated  in  my  Sept.  2 1 
column,  the  bond  defaults  in 
faraway  Russia  have  forced 
investors  and  policymakers  to 
come  to  grips  with  the  magni- 
tude of  this  global  speculative 
bubble.  The  world's  biggest 
banks  and  hedge  funds  are 
now  hemorrhaging  severely  as 
a  result  of  their  overexposure 
to  emerging  markets.  In  a 
quiet  panic,  the  Fed  rapidly 
switched  gears  on  Sept.  29  and 
lowered  the  federal  funds  rate 
from  5.5%  to  5.25%. 

So  what  should  an  investor 
do  in  these  troubled  times?  mmmmbi 

Put  protection  of  capital  ahead 
of  enhancement  of  capital.  For  this  I  espe- 
cially recommend  a  little-noticed  but  useful 
security,  Treasury  Inflation  Protection 
Securities  (tips). 

The  Dec.  20,  1993  issue  of  Forbes  car- 
ried a  column  in  which  Sir  Alan  Walters  and 
I  urged  the  U.S.  Treasury  to  start  issuing 
tips.  The  Treasury  started  offering  those 
bonds  in  January  1997.  TIPS  protect 
investors  against  inflation  by  paying  a  real 
rate  of  interest  that  is  topped  off  with  an 
inflation  adjustment  based  on  changes  in 
the  Consumer  Price  Index.  Consequently,  a 
tips  principal  grows  at  the  same  rate  as 
inflation  and  maintains  its  real  value  in 
terms  of  the  market  basket  of  goods  that 
makes  up  the  cpi.  The  fixed-rate  coupon, 
which  is  paid  semiannually,  is  also  adjusted 
for  inflation:  It  rises  in  proportion  to  the 
increase  in  a  TIPS'  principal. 

Here  then  is  a  bond  of  the  very  highest 
quality  and  security  that  carries  no  inflation 
risk  at  all. 

The  simplest  way  to  evaluate  tips  is  to 
compare  them  on  a  break-even  basis  with  a 
standard  (nominal)  Treasury  bond  of  the 
same  maturity.  On  Oct.  9  the  30-year  stan- 
dard Treasury  bond  traded  to  yield  a  nomi- 
nal 5.11%  to  maturity,  while  the  30-vear 


tips -traded  to  yield  a  real  3.7%  to  maturity. 
The  difference  of  1.41%  represents  the 
market's  assessment  of  what  annual  inflation 
measured  by  the  cpi  is  likely  to  be  for  the 

next  30  years.  Should  annual  infla- 
tion turn  out  to  be  higher  than 
1.41%,  the  30-year  TIPS  will  pro- 
vide a  better  return  than  the  stan- 
dard 30-year  Treasury  bond. 

And  who  with  any  sense  of  his- 
tory would  believe  that  we  have 
seen  the  last  of  inflation? 

Over  the  past  30  years  the  aver- 
age inflation  rate  has  been  5.2%, 
and  during  the  last  decade,  it  has 
averaged  3.55%.  Even  now,  in  the 
great  deflation,  annual  CPI  infla- 
tion is  1.7%  and  core  inflation  (th 
CPI  minus  the  volatile  energy  and 
food  components)  has  accelerated 
to  2.5%,  from  2.3%  a  year  ago.  If 
■mm      history  is  any  guide  at  all,  30-year 
TIPS  will  clearly  outperform  stan- 
dard 30-year  Treasury  bonds. 

Inflation  has  been  subdued  over  the  past 
three  years  because  the  U.S.  dollar  has  been 
strong.  In  anticipation  of  the  Fed's  easing  of 
Sept.  29,  the  dollar  has  come  under  pres- 
sure, however.  Indeed,  on  a  trade-weighted  | 
basis,  the  greenback  shed  6%  of  its  value  in 
the  month  prior  to  the  Fed's  rate  cut. 
Absent  a  super- strong  dollar,  the  U.S.  is 
vulnerable  to  the  importation  of  inflation. 

And  if  that's  not  bad  enough,  the  Fed  has 
been  expanding  the  money  supply  beyond 
its  own  targets  and  prudential  levels  for 
some  time.  Indeed,  broad  money  measured 
by  M2  is  growing  at  7.3%  annually,  over  2% 
above  its  upper  target  of  5%.  Assuming  that 
real  growth  would  average  3%  over  the  next 
two  years  (a  generous  assumption),  M2 
money  growth  of  7.3%  implies  an  annual 
inflation  rate  of  about  4%,  a  substantial 
acceleration  from  the  present  rate.  And  if 
real  growth  should  be  lower  than  3%  over 
the  next  two  years,  implied  inflation  rates 
would  even  be  higher  than  4%. 

Inflation  is  not  today's  problem,  but  it 
will  be  tomorrow 's.  On  that  you  can  bet 
with  considerable  certainty.  Investors  should 
start  worrying  about  it  and  protect  their 
capital  with  TIPS.  ■ 
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Steve  H.  Hanke  is  a  professor  of  Applied  Economics  at  The  Johns  Hopkins  University  in  Baltimore. 
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ly  A.  Marshall  Acuff 


strategy 


A  defensive  opportunity 


Traveling 
companions 

The  performance 
of  defense 
stocks 
is  closely 
correlated  with 
the  trend 
of  defense 
spending. 


Given  the  turmoil  in  markets  around 
the  world,  Wall  Street  analysts  remain  over- 
ly optimistic  about  earnings  growth,  pro- 
jected to  be  up  18%  in  1999,  according  to 
the  IBES  consensus  survey  of  analysts. 

Most  likely,  profits  will  decline  next  year, 
but  there  is  one  bright  spot:  After  declining 
for  1 3  years,  defense  procurement  expendi- 
tures will  lift  off  in  fiscal  year  1999. 
Defense  spending  on  new  equipment  is 
projected  to  rise  to  $49  billion  in  fiscal 
1999  and  $54  billion  in  fiscal  2000,  com- 
pared with  $45  billion  in  fiscal  1998.  This 
presents  a  buying  opportunity. 

This  rising  tide  of  defense  spending  is 
likely  to  be  sustained  for  many  years. 

The  military  brass  are  more  aggressively 
pressing  for  additional  bucks,  and  a  recent 
public  opinion  poll  showed  60%  of  respon- 
dents favored  more  defense  spending,  up 
from  41%  a  year  ago.  The  relative  p/e  of 
the  S&P  Aerospace/Defense  Index  stands  at 
61%,  meaning  there  is  still  upside  to  its  his- 
torical average  of  70%,  and  I  think  it  is 
quite  possible  that  these  valuations  will 
expand  beyond  the  historical  average. 

Although  the  entire  defense  industry 
should  benefit  from  increased  spending, 
companies  that  supply  aircraft  and  missiles 
should  have  the  best  gains  over  the  next 
five  years.  When  he  presented  the  1999 
budget  request  to  Congress,  Secretary  of 
Defense  William  Cohen  said  that  "we  must 
transform  our  forces  by  developing  and 
fielding  new  and  upgraded  weapons  and 
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supporting  systems,  which,  in  turn,  must 
exploit  advanced  technologies,  in  order  to 
guarantee  the  combat  superiority  of  U.S. 
forces  in  the  years  ahead." 

I  translate  that  as  meaning:  Buy  compa- 
nies in  high-tech  electronics  sectors  of 
defense,  such  as  Raytheon  (55,  rtnb)  and 
Northrop  Grumman  (71,  NOC). 

Raytheon  is  extremely  well  positioned  to 
capitalize  on  increased  defense  spending, 
with  its  heavy  involvement  in  defense  elec- 
tronics. Raytheon  has  been  a  leading  con- 
solidate in  this  sector  over  the  past  few 
years,  with  the  two  most  recent  and  notable- 
acquisitions  of  Texas  Instruments'  military 
and  electronics  division  and  CM  Hughes 
Electronics.  Approximately  85%  of 
Raytheon's  1999  profits  will  come  from 
electronics,  5%  from  the  engineering  and 
construction  business  and  10%  from  Beech 
Aircraft.  Raytheon's  Class  A  shares  trade  at 
13.9  times  our  1999  earnings-per-share 
estimate  of  $3.80,  while  the  B  shares  trade 
at  14.6  times. 

Northrop  Grumman  gets  60%  of  its  rev- 
enues from  the  defense  electronics  area. 
The  stock  trades  at  the  lowest  multiple  in 
the  group,  with  a  48.5%  relative  p/e  on 
1998  earnings.  Although  its  earnings  quali- 
ty is  lower  than  that  of  other  defense  com- 
panies, because  20%  of  its  income  is  non- 
cash from  an  overfunded  pension  plan,  the 
low  valuation  more  than  discounts  this. 

Raytheon  and  Northrop  Grumman  rep- 
resent the  most  attractive  valuations,  but 
others  in  the  industry  should  also  benefit 
from  the  upswing  in  spending.  Lockheed 
Martin  (107,  lmt),  like  noc  and  rtnb, 
participates  in  major  defense  electronics  and 
aircraft  programs  that  should  see  expanded 
procurement  over  the  next  several  years. 

General  Dynamics  (51,  GD)  is  in  slower- 
growth  areas,  such  as  tanks  and  ships,  but  it 
will  benefit  from  stepped-up  defense  spend- 
ing. So,  too,  will  Newport  News  (19,  nns), 
United  Technologies  (80,  utx)  and  Allied- 
Signal  (37,  ALD).  Among  smaller  companies 
in  defense  electronics,  Alliant  Techsystems 
(67,  atk)  and  Litton  (60,  lit)  have  good 
exposure  to  electronics-intensive  sectors  of 
the  defense  industry.  m 


.  Marshall  Acuff  is  an  equity  strategist  at  Salomon  Smith  Barney. 
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trends 


By  Laszlo  Birinyi  Jr. 


rMiftii 


The  bull  lives 


This  has  been 
a  correction, 
not  a  bear 
market.  There 
are  significant 
differences. 


At  this  writing  it  is  still  seesawing,  but  I 
believe  the  market  has  seen  its  lows.  It 
might  again  test  those  lows,  but  it  might 
not.  One  of  the  many  folktales  of  The  Street 
is  that  bear  markets  end  in  selling  climax- 
es— cataclysmic  declines  on  extremely  heavy 
volume  as  investors  purge  themselves  of 
most,  if  not  all,  of  their  stocks.  Like  much 
conventional  wisdom,  this  doesn't  hold 
much  water. 

Listening  to  these  folktales  can  cost  you. 
In  1982,  for  example,  most  investors  missed 
the  first  month  or  more  of  a 
250%  gain  because  they  hadn't 
seen  the  alleged  bottoming 
process.  This  was  also  the  case 
in  1990,  when  every  rally  was 
viewed  as  an  opportunity  to  sell. 
Again  the  alleged  bear  market 
bottom  didn't  materialize.  At 
the  time,  there  was  published  a 
list  of  things  to  look  for  to  know 
when  it  was  safe  to  get  back  in. 
Not  only  was  the  list  published 
days  after  the  market  bottom —        ,,,,,,,,,,,,,,,■■ 
but  most  of  the  "signals"  did  not  turn  posi- 
tive until  months  afterward. 

Another  current  piece  of  nonwisdom  is 
that  bear  markets  result  in  new  leadership. 
Maybe,  but  this  isn't  a  bear  market — just  a 
correction — so  that  rule  doesn't  even  apply. 
My  advice  is:  Stick  with  your  big  stocks. 

I  am  reassured  that  this  is  only  a  correc- 
tion because  volatility  is  a  feature  of  correc- 
tions and  not  a  feature  of  bear  markets.  In 
1966  and  1968  we  had  real  bear  markets, 
with  the  Dow  down  25%  and  36%,  respec- 
tively. But  on  those  occasions  there  were 
very  few  days  of  great  change.  In  the  first 
decline  only  0.6%  of  the  days  moved  more 
than  2%,  and  22%  exhibited  1%  changes. 
Two  years  later  the  bear  market  (which 
lasted  from  December  1968  to  May  1970) 
had  1%  of  its  days  moving  2%,  and  15% 
showing  1%  changes. 

Contrast  this  slow,  continued  erosion 
with  the  volatility  of  the  current  market: 
Our  current  experience  has  had  22%  of  the 
days  going  up  or  down  2%  and  another  33% 
with  gains  or  losses  of  half  that. 

I  appreciate  that  there  is  an  abundance  of 
uncertainties;  as  someone  once  said,  it  is  the 


business  of  the  future  to  be  uncertain. 
Those  uncertainties  may  not  be  close  to 
solution,  but  they  are  at  least  surrounded. 
We  know  that  Long-Term  Capital  Man- 
agement and  some  of  its  creditors  are  at 
risk,  but  by  now  the  market  should  have 
some  understanding  of  the  degree  of  that 
risk.  Minus  some  political  or  other  exoge- 
nous catastrophe,  the  market  has  probably 
come  to  grips  with  Russia. 

One  current  nugget  of  unwisdom  is  that 
there  can  be  no  recovery  without  the  banks. 
Banks,  after  all,  have  the 
money — and  money  is  the  grease 
that  drives  the  economic 
machine.  Money-center  banks 
bottomed  in  July  1982,  a  month 
before  the  market  did.  But  they 
continued  down  after  the  crash 
and  didn't  hit  bottom  until  two 
months  later.  And  the  great  rally 
of  1990  began  in  October  of 
that  year,  although  many  of  you  i| 
may  remember  Citibank  bottom-i 
■™"™"'      ing  a  year  later  at  8 . 

Given  the  general  uncertainty  about  the 
banking  system,  I  would  hold  off  taking  new 
positions,  but  I  would  certainly  recommend 
that  you  hold  your  bank  stocks.  I  recognize 
that  my  advice  about  bank  stocks  has  been 
wrong,  but  if  Mark  McGwire  had  quit  trying 
after  a  strikeout,  his  home  run  total  might 
have  reached  only  50  or  61. 

I  would  want  to  own  technology  stocks, 
and  since  I  don't  expect  any  wholesale  or 
major  shifts  in  market  leadership,  I  would 
begin  with  IBM  (131,  IBM).  America  Online 
(94,  aol)  continues  to  be  a  staple,  and  I  am 
amazed  how  quickly  business  is  adopting 
the  Internet.  Aggressive  investors  might 
look  for  a  way  to  short  fax  machines  as 
more  and  more  of  the  messages  I  receive 
come  from  E-mail.  Drugs — Pfizer  (93,  pke): 
Warner-Lambert  (69,  wla);  Eli  Lilly  (74, 
lly);  Bristol-Myers  Squibb  (97,  BMY) — con- 
tinue to  be  bought,  and  so  do  some  eco- 
nomic sensitive  stocks  such  as  Caterpillar 
(48,  CAT)  and  International  Paper  (46,  IP). 

I  believe  the  bull  lives,  but  for  the  time 
being  I  am  betting  only  on  its  recovery,  not 
on  its  course  after  that.  My  views  on  1999 
will  just  have  to  wait.  ■ 


»t 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  G'eenwich,  Conn. -based  financial  consulting  firm. 
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Martin  Sosnoff 


Waiting  for  the 
other  shoes  to  drop 

When  I  arrived  on  Wall  Street  40  years 
ago,  it  was  a  tight  little  world.  The  Big 
Board  traded  about  4  million  shares  daily. 
The  options  market  was  a  primitive  place 
inhabited  by  guys  who  often  worked  out  of 
pay  phones  with  a  pocket  full  of  nickels. 
The  only  hedge  fund,  A.W.  Jones,  ran 
about  $50  million,  with  a  modified,  mar- 
ket-neutral philosophy  and  min- 
imal leverage.  We  used  pneu- 
matic tubes  to  convey  orders  to 
the  floor  traders  for  execution. 
Many  partners  were  glorified 
customers'  men — tailored,  dou- 
ble-breasted anachronisms,  sur- 
vivors of  the  Great  Crash.  If 
vou  made  $25,000  a  year,  you 
were  of  The  Street's  elite.  A 
mutual  fund  with  $200  million 
in  assets  was  a  major  player. 

foreign  markets  were  shroud- 
ed in  ambiguity.  In  Japan,  major 
financial  institutions  like  Tokio 
Marine  &  Fire  sold  at  three 
times  earnings.  Leverage?  If  you 
bought  stocks  on  50%  margin 
you  were  considered  a  bold  speculator.  My 
first  wife  and  I  endured  heated  exchanges 
when  I  appropriated  our  checking  account 
balance  to  buy  5%  convertibles  in  Boeing, 
Eastern  Air  Lines  and  United  Aircraft  with 
a  positive  carry.  (You  could  buy  convert- 
ibles on  less  than  50%  margin.)  That  was 
my  first  big  score  on  leverage. 

I  started  a  hedge  fund  in  the  mid-Sixties 
with  $25  million  in  partnership  capital,  and 
there  was  a  handful  of  other  young  opera- 
tors who  had  learned  from  A.W.  Jones, 
which  parceled  out  segments  to  outside 
managers.  But  telephone  conversations 
among  traders  were  more  likely  to  be  about 
who  did  what  to  whom  on  the  senior  part- 
ner's desk  than  about  the  spread  between 
Treasurys  and  junk  bonds. 

That  was  then.  Today,  derivatives  depart- 
ments are  staffed  with  scores  of  exquisitely 
trained  quants  who  will  tailor  for  you  any 
kind  of  spread  anywhere,  for  any  time 
length,  but  it  can  cost  you  up  to  4%  of  the 
principal  transaction.  All  these  transactions 


Not  even  Alan 
Greenspan 
knows  what's 
out  there. 
When  Moscow 
imploded,  our 
junk  bond 
market  hit 
the  wall. 


go  unreported,  off- the -board.  Not  even 
Alan  Greenspan  knows  what's  out  there. 
Everything  is  interconnected,  often  in 
strange  ways:  When  Moscow  imploded,  our 
junk  bond  market  hit  the  wall. 

Have  our  banks  and  brokers  fully  marked 
to  market  their  inventory?  The  market  does 
not  seem  to  think  so.  The  collapse  of 
Meriwether's  Long-Term 
Capital  Management  shows  that 
a  lot  of  people  were  taking  risks 
for  which  they  weren't  fully 
compensated.  Eor  the  players  to 
have  speculated  on  whether 
yield  disparity  between  Italian 
and  German  bonds  would  nar- 
row suggests  a  fatal  hubris  about 
geopolitical  events.  Everyone 
knew  Bill  Clinton  cheated  on 
Hillary,  but  how  do  you  crank 
that  into  the  Dow  Jones  aver- 
ages? How  do  you  compensate 
yourself  for  default  risk  in  Russia 
when  it's  run  by  pirates? 
Collective  memory  in  the 
"■■^^       financial  world  is  all  too  short.  It 
was  just  1990  when  our  banks  shot  them- 
selves in  the  foot  with  Third  World  debt  and 
real  estate.  Now  the  line  between  banks  and 
brokerage  houses  is  all  too  blurry.  Bankers 
Trust  and  J. P.  Morgan  are  Goldman,  Sachs 
wannabes.  We  bid  up  the  banks  and  broker- 
age houses  to  4  times  book  value.  Now 
they're  below  2,  and  for  J. P.  Morgan  it's  VA 
times  book.  Bankers  Trust  rests  near  stated- 
book.  As  other  shoes  drop,  I  suspect  all  of 
them  will  drop  further.  It  looks  as  if  our  big 
investment  houses,  like  Lehman,  will  revert 
to  book  value.  Then  I  guess  we'll  start 
another  cycle,  forgetting  about  1998,  1990, 
1973-74  and  1969-70. 

I  don't  get  off  so  easily,  either.  Microsoft 
has  dropped  below  par.  A  surprise.  The  mar- 
ket is  discounting  the  impending  recession 
with  a  compression  of  p/es  between  value 
and  growth  stocks.  On  a  recession  scenario, 
the  market  still  looks  10%  overvalued.  The 
new  Microsoft  annual  shows  $14  billion  in 
cash.  Let's  hope  it  buys  brainpower  and  earn- 
ings with  the  money,  not  paper  assets.         m 


lartm  Sosnoff  is  chief  investment  officer  of  Atalanta/Sosnoff  Capital  in  New  York  and  author  of  Silent  Investor,  Silent  Loser.  E-mail:  mts@atalantasosnoff.com 
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This  Problem  Into 


Imagine  Someone 

Breaking  Your  Arm 
Because  You 
Missed  A  Putt. 


This  December,  the  Lexus  Challenge  Hosted  by  Raymond  Floyd  will  provide  more  than  dramatic 
competition.  It  will  raise  funds  to  benefit  Childhelp  USA  and  The  Entertainment  Industry  Foundation  for 
the  prevention  and  treatment  of  child  abuse  and  neglect.  Please  join  us  in  watching  this  prestigious 
tournament  on  NBC  December  19th  and  20th.  For  the  love  of  the  game,  and  for  the  sake  of  the  children. 

Childhelp  usa     "'EnMfsUoimdation, 


LEXUS  CHALLENGE 

HOSTED  BY  RAYMOND  FLOYD 


sd  l<tu  \  and  ilnic  raponsibfy,  Rh 


/  us  at  wuw.lexusgolf.ci 


call  800-LSALEXl  S  1800-gi 


mn  I 


IDu  can  keep  your  supersonic  aircraft.  For  the  sheer  pleasure  of 
ight,  you  can't  beat  a  Stearman. 


Joyriding  by  biplane 


Edited  by  Joshua  Levine 


a  milk  run?  Upon  his  retirement  Sandy  McCallum  traded  lesson  plans  for  landing  fields 


I 


r  was  only  on  the  fourth  and  final  day  of  our  trip 
across  the  Dakotas  that  I  began  to  understand  the 
nature  of  the  vehicle  in  which  we'd  been  travel- 
ing— a  Stearman  biplane. 
Hello,  Flight  Service?  This  is  Stearman  55175."  It 
vas  Sandy  McCallum,  my  host  and  the  plane's  owner, 
peaking  into  a  fly-specked  telephone  at  a  rural  airstrip 
mtside  of  Philip,  S.D.  McCallum,  72,  was  looking 
aunty  in  his  canvas  flying  helmet  and  goggles.  "We're 
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a  biplane — open  cock- 
pit, blue  fuselage  with 
yellow  wings.  We're 
going  to  be  heading 
out  across  the  Bad- 
lands today,  following 
an  abandoned  railroad 
track  toward  Rapid 
City.  I  thought  I'd 
better  file  this  flight 
plan,  in  case  we  get 
stranded  out  there 
and  somebody  has  to 
come  and  find  us." 

Late  summer.  The 
Badlands.  A  biplane, 
and  an  old  abandoned 
railroad  track  as  our 
only  guide.  Does  guy- 
stuff  get  any  better 
than  this?  A  Stearman 
isn't  so  much  a  means 
of  getting  from  point 
A  to  point  B  as  it  is  a 
glorious  postcard  of 
a  romantic  American 
past  that,  thanks  to 
the  plane's  ruggedness 
and  a  cult  following  of 
Stearman  buffs,  has 
outlived  its  sepia- 
toned  heyday.  It  flour- 
ishes still,  and  thank 
God  for  that. 

In  the  early  1940s 
Boeing  produced 
some  10,000  Stear- 
man biplanes,  whose 
sturdiness  helped 
make  it  the  primary 
trainer  for  Army  and 
Navy  air  cadets  in  WWII.  About  1,000  of  those  origi- 
nal Stearmans  are  still  buzzing  around  happily,  thanks 
to  the  loving  ministrations  of  the  Stearman  Restorers 
Association,  a  collection  of  Stearman  buffs.  That  makes 
the  Stearman  the  largest  fleet  of  classic  biplanes  still  in 
the  air. 

Sandy  McCallum  learned  to  fly  the  Stearman  as  a 
Navy  cadet,  but  the  war  ended  after  he  had  logged  just 
40  hours,  so  McCallum  never  won  his  wings.  In  1991, 
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after  retiring  from  his  job  as  a  high-school  English 
teacher,  he  decided  to  pick  up  where  he'd  left  off. 

Stearmans,  which  excel  at  flying  low  (under  1,000 
feet)  and  slow  (about  90  miles  an  hour),  are  ideal  for 
joy-riding.  That's  just  what  McCallum  does  each 
summer,  touring  from  state  to 
state,  little  town  to  little  town, 
navigating  by  such  markers  as 
rivers  and  railroad  tracks.  In  this, 
he's  a  typical  Stearman  devotee, 
in  love  with  the  leisurely  plea- 
sures of  an  earlier  age's  idea  of 
flight. 

A  basic,  bare-bones  Stear- 
man— safe  and  reasonably  well 
reconditioned — costs  around 
$60,000  today.  That  doesn't  buy 
you  a  lot  in  the  way  of  frills,  but 
it  buys  an  intensity  of  sensation 
that  newer  aircraft  can't  hope 
to  match. 

In  the  Stearman's  open  cockpit,  there's  nothing 
between  you  and  the  world.  You  see,  feel  and,  yes, 
smell  with  heightened  acuity.  If  you're  flying  over  new- 
mown  alfalfa,  you  smell  it — even  at  1,000  feet.  It's  as  if 
the  crop  were  being  cut  again,  this  time  by  your  pro- 
peller. Sights  seem  sharper:  You  feel  temperature 
changes  on  your  skin.  Rain,  when  it  falls  out  of  a  silver- 
gelatin  sky,  smacks  you  in  the  face. 
On  a  warm  late-August  after- 
noon, outside  Gettysburg,  S.D., 
we  caught  sight  of  a  freight  train 
just  ahead  of  us.  We  swooped 
down,  pulled  alongside  it  and 
waved  at  the  engineer.  He  smiled 
and  waved  back. 

When  you  get  where  you're 
going  by  Stearman,  everybody's 
glad  to  see  you.  By  the  time  his 
plane's  rotary  engine  has  stopped 
spinning,  McCallum  usually  can  see 
the  dust  plumes  of  pickups  con- 
verging from  all  directions  on  the  small  airstrip.  It's  like 
Lindbergh  at  Le  Bourget  all  over  again. 

With  any  luck,  the  landing  strip  owner  (whom 
McCallum  typically  has  called  the  day  before)  has 
already  booked  him  a  motel  room.  Before  turning  in, 
McCallum  customarily  repairs  to  the  local  American 
Legion  post  or  a  steakhouse,  where,  as  the  designated 
romantic  figure,  scotches  and  Porterhouse  steaks  are 
pressed  upon  him.  And  who  would  be  so  ungracious  as 
to  decline? 

Next  morning  he's  off  to  his  next  destination,  after 
first  giving  rides  to  new  friends  and  well-wishers.  In 
Philip,  S.D.,  he  flew  a  fat,  much-pickcd-upon  grade- 
school  boy  high  over  the  playground  of  his  tormentors. 
When  McCallum  finally  does  leave,  people  have  tears 
in  their  eyes.  Says  one  lady,  "You're  the  most  excite- 
ment that's  blown  into  this  town  for  quite  a  while." 
Hands  press  forward  with  jars  ofhon  emade  preserves. 
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"I  thought 
I  had  better 
file  this 
flight  plan, 
just  in  case 
we  get 
stranded 
out  there." 


There  are  a  few  last  confidences  and  whispers. 

Rapid  City  was  the  end  of  the  line  for  me.  "Well, 
didn't  roll  it  into  a  ball  and  kill  us,  did  I?"  asked  m; 
host  jovially,  on  landing.  He  had  not. 

Later,  as  I  sat  on  board  a  "real"  airplane  (a  stretel 
dc9)  heading  back  from  Rapid  City  to  New  York, 
caught  a  glimpse  of  the  Badlands  that  I  had  earlier  seei 
from  the  Stearman.  The  panorama  had  all  the  charn 
of  a  satellite  photo,  and  I  wasn't  sorry  when  a  low  lave 
of  cloud  slid  past  us  and  closed  the  view.  I'd  seen  th' 
real  thing  aboard  a  Stearman.  ■ 
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y  mown  alfalfa  below. 


)ld  Faithful 


If  the  10,000  or  so  Stearman 
iplanes  built  between  1940  and 
1943,  about  1,500  are  still  registered. 
I  Model  75  like  the  one  Sandy  McCal- 
lim  flies  (32-foot  wingspan,  25  feet 
f>ng)  can  cruise  at  90mph  at  altitudes 
If  up  to  13,000  feet  for  about  3  hours 
Ind  20  minutes— a  range  of  about  315 


miles.  In  practice,  pilots  seldom  fly 
more  than  2  to  2V2  hours  because 
of  fatigue. 

The  Stearman  is  easy  to  fly,  but  harder 
to  land:  Its  high  center  of  gravity  (the  top 
of  the  wings  is  9  feet  above  the  ground) 
and  its  narrow  wheelbase  invites  "ground 
loops" — a  plane's  propensity  to  spin  in  a 
circle  while  taxiing.  This  isn't  dangerous, 
but  it's  awfully  embarrassing  to  the  pilot. 


Ready-to-f!y  Stearmans  range  from 
about  $60,000  to  more  than  double 
that  amount.  Try  Stearman  restorers 
like  Air  Repair  Inc.  of  Cleveland,  Miss. 
(601-846-0229)  and  Dacy  Air  Service  of 
Harvard,  III.  (815-943-9876).  You  can 
reach  The  Stearman  Restorers  Associa- 
tion, a  worldwide  organization  of  owners 
and  enthusiasts,  through  its  Web  site: 
www.stearman.net.  -A.F. 
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Adventurous  photographers  are  reviving  a 
technology  that  is  centuries  old. 


to 


High  art  in  low  tech 


By  Susan  Adams 

Don't  talk  to  San  Francisco  photographer  Claudia 
Wornum  about  F-stops,  film  density  or  any  of  the  other 
technical  aspects  of  picture-taking.  She  works  in 
the  crudest  form  of  her  art,  the  pinhole  camera. 
A  box  with  a  tiny  hole  punched  in  one  side, 
containing  light-sensitive  paper  or  negative 
film — that's  all  it  takes.  Wornum  constructs  hers 
out  of  an  empty  cat  kibble  can  that  holds  two 
sheets  of  8x10  color  film.  No  lens,  no  viewfind- 
er,  no  light  meter.  She  simply  peels  away  the  black 
tape  covering  the  pinhole  on  one  side  of  the  can, 
waits  about  45  seconds,  and  tapes  it  back  up. 

Wornum  doesn't  know  what  the  image  will 
look  like  when  she's  finished,  but  that's  exactiy 
the  fun.  "It's  like  a  leap  of  faith,  a  collaboration 
between  you  and  the  film."  To  heighten  the 
unpredictability,  Wornum  uses  expired  film  and 
cross-processes  her  prints.  She  shoots  mosdy  West- 
ern landscapes,  and  while  she  says  that  she  usual- 
ly envisions  a  lovely  Elliot  Porteresque  vista,  her 
haunting  results  are  more  like  an  Ansel  Adams 
fever  dream. 

At  a  time  when  the  computer  is  revolutioniz- 
ing photography,  a  growing  number  of  photog- 
raphers have  gone  back  to  the  the  simplest  form 
of  photography. 

Pinhole  cameras  create  images  that  today's 
sophisticated  cameras  can't.  Sure,  digital  photography  can 
reproduce  images  with  uncanny  faithfulness,  but  the  results 
often  lack  warmth  and  the  quality  of  wonderment.  These 
are  the  very  qualities  that  distinguish  pinhole  photography, 
and  to  its  fans,  it's  worth  the  loss  of  clarity  and  definition. 
The  tiny  opening  of  a  pinhole  camera  requires  long 
exposures  of  the  film  inside  to  light — a  few  seconds  in 
bright  light,  more  than  an  hour  in  dense  shade.  That 
means  moving  things  are  erased  or  blurred,  like  time-lapse 
photography  in  a  single  image.  Dianne  Bos'  pinhole 
camera  gives  her  picture  of  Times  Square  on  a  rainy  day 
a  post-apocalyptic  calm:  The  familiar  buildings  and  neon 
signs  are  there,  but  the  people,  the  cars,  the  commotion 
have  vanished. 

The  pinhole  camera  and  the  fanciest  Nikon  operate  on 
the  same  principle — die  refraction  of  light  onto  light-sen- 
sitive material.  Like  a  lens,  the  pinhole  directs  light  onto 
the  film  plane.  The  modern  camera's  ancient  precursor,  the 
camera  obscura,  made  use  of  the  pinhole's  special  optical 
properties.  Through  a  tiny  hole,  light  was  funneled  into  a 
dark  room  or  box.  The  scene  outside  was  projected,  upside 
down  and  reversed,  onto  the  wall  opposite  the  hole.  As 
long  ago  as  the  tenth  century,  scholars  used  the  camera 
obscura  to  study  everything  from  solar  eclipses  to  the 


.WO 


Dianne  Bos,  "Chateau  Azay-le-Rideau,  France,  1997 


nature  of  vision.  In  the  17th  century,  artists  like  Vermo 
relied  on  camera  obscuras  for  inspiration.  Fifty  years  aft' 
photography  was  invented  in  1839,  lenseless  pictures  hi 
their  heyday. 

Like  impressionist  paintings,  pinhole  photographs  ter    :,;- 
to  have  a  soft,  almost  translucent  look.  Lens  photographe 
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ce  Edward  Steichen  produced 
lages  with  the  same  effect  by  rap- 
ng  on  the  legs  of  the  tripod  during 
ng  exposures.  In  photography,  the 
ovement  was  known  as  pictorialism. 
it  when  that  vogue  faded  in  the 
'20s,  so  did  pinhole. 
But  now  established  art  photogra- 
ers  like  Adam  Fuss,  Tom  Baril  and 
ith  Thorne-Thompsen  have  redis- 
nered  pinhole  and  are  known  for 
is  tvpe  of  work. 

New  Yorker  Barbara  Ess,  whose 
btle,  dreamlike  work  is  recognized 
some  of  the  most  outstanding  pin- 
jle  photography  today,  says  she  uses 
homemade  lensless  camera  with  an 
trcmely  short  focal  length,  because 
ie  distortion  it  creates  "can  shake  up 
©pie's  preconceived  notions  of  real- 


en 


,'. 


The  result,  like  her  glowing  series 
a  woman's  skirt  wrapped  in  a  string 
"tiny  lights  over  a  pair  of  dainty  legs, 
like  a  fragment  of  imagination  cap- 
red  on  film.  H 


>rimitive  meets  postmodern 

pioneer  in  the  modern  pinhole 
jvival,  Eric  Renner  and  his  wife,  Nancy 
pencer.  maintain  a  huge  archive,  offer 
workshops,  sell  ready-made  pinhole 
ameras  and  publish  Pinhole  Journal 
>ut  of  San  Lorenzo,  N.M.  "When  I 
tarted  doing  pinhole  30  years  ago, 
nere  were  about  four  people  doing  it, 
ind  we  all  knew  each  other,"  says 
tenner.  "Now  there  are  thousands." 

In  the  1980s,  as  pinhole  gained  in 
lopularity,  Renner  and  others  started 
o  push  the  limits  of  what  constitutes  a 
:amera.  Thomas  Bachler,  a  German 
inholer,  placed  cut  pieces  of  35  mm 
ilm'in  his  mouth,  then  opened  his  lips 
n  front  of  a  mirror  to  form  a  pinhole, 
is  blurry,  dreamlike  series  "The  Third 
lye"  is  a  kind  of  ultimate  self-portrait, 
talian  Paolo  Gioli  took  pictures  inside 
is  fist.  Puerto  Rican  Guillermo  Gonza- 
iz  made  a  camera  out  of  a  dead  crab, 
larcus  Kaiser  constructed  pinhole 
:ameras  out  of  holes  torn  in  the  Berlin 
vail  in  1990. 

Recent  enthusiasm  for  pinhole  has 
sprouted  virtual  art  galleries  on  the 
nternet.  North  Carolina  pinhole  pho- 
ographer  Gregg  Kemp  maintains  a 
omprehensive  site,  pinhole.com,  with 
a  huge  on-line  showcase  and  links  to 
some  70  pinhole  photographers'  sites. 

-S.A. 
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Never  listen  to  country  music?  Try  Junior  Brown  and  Gillian 
Welch.  They  might  just  change  your  mind. 

Country  cosmopolitans 


By  Adam  Bresnick 

IF  YOU  think  country 
music  is  all  about  gun 
racks,  pickup  trucks  and 
hair  spray,  think  again. 
There  is  hope  in  the 
hinterlands. 

Consider  Junior 

Broun  and  Gillian  Welch. 
Wildly  different  from  one 
another  stylistically,  each 
is  proving  what  country 
music  can  do  at  its  best. 
Think  of  them  as  stan- 
dard-bearers of  the  new 
country  traditionalism. 

Ironically — or  maybe 
not  so  ironically — neither 
Brown  nor  Welch  has  tra- 
ditional   country   back- 
grounds. The  son  of  a 
college        musicologist, 
Broun,  46,  grew  up  in 
Indiana.  His  parents  lis 
tened  to  classical  music, 
but  Brown's  neighbors, 
die-hard  country-music  fans,  exposed 
him  to  classics  like  Ernest  Tubb,  the 
1940s  country  star  famous  for  his  gruff 
honky-tonk  sound. 

Brown  js  a  terrific  songwriter 
who  revels  in  the  clever  turn  of  phrase. 
On  songs  such  as  "What's 
Left  Just  Won't  Go  Right"  and 
"Venom  Wearin'  Denim,"  his 
resonant  baritone  reinvigorates 
the  great  song  tradition  of  George 
Jones,  widely  considered  country's 

Junior's  recommendations 


greatest  singer.  And 
while  Brown's  ballads 
are  few,  he  is  able 
to  croon  with  the  best 
of  them. 

Welch,  30,  has  come 
to  country  music  from 
even  further  afield  than 
Brown.  She  was  raised 
in  Southern  California 
by  parents  who  wrote 
music  for  The  Carol 
Burnett  Show.  While  a 
student  at  the  Universi- 
ty of  California  at  Santa 
Cruz  she  dabbled  in 
punk  rock.  Then  she 
heard  The  Stanley 
Brothers,  bluegrass  leg- 
ends from  the  1950s. 
She  was  never  the  same 
again. 

Since  then,  she  has 
returned  again  and 
again  to  what  they  call 
the  "high  lonesome  sound"  of  early 
bluegrass.  With  her  writing  partner, 
David  Rawlings,  Welch  has  crafted 
two  records'  worth  of  songs  that 
mine  the  rich  lode  of  traditional 
Appalachian  music,  with  the  occa- 
sional nod  toward  its  Celtic  and  Scot- 
tish roots. 

You  may  never  hear  the  music  of 
Junior  Brown  and  Gillian  Welch  on 
country  radio — but  believe  me,  it  is  die 
stuff  of  which  classics  are  made.        WM 


We  asked  Junior  Brown  for  a  list  of  albums  vital  to  his  long  country  music 
apprenticeship. 

Merle  Haggard  and  The  Strangers,  Live  in  Muskogee:  The  first  of  Merle's  live  records 
has  an  honest,  exciting  feel  to  it  and  features  some  of  his  most  evocative  singing. 
Charlie  Pride,  In  Concert:  Recorded  at  Panther  Hall  in  Fort  Worth,  this  album  showcas- 
es Lloyd  Green's  mind-boggling  steel  guitar  playing  and  Pride's  velvety  voice. 
Ray  Price,  Release  Me:  Contains  one  of  Brown's  favorites,  "I  Want  To  Hear  It  From 
You,"  which  he  recorded  on  his  record,  Semi-Crazy. 

Faron  Young,  A  Man  and  His  Music:  Recorded  with  the  legendary  Nashville  "A-Team"  of 
session  players  in  the  mid-1970s,  this  is  nothing  short  of  phenomenal. 
Ernest  Tubb  and  his  Texas  Troubadours,  On  Tour:  Great  singing,  great  band,  great  feel- 
ing, great  writing,  even  great  talking.  Contains  one  of  the  best  instrumentals, "Steel 
Guitar  Rag."  -A.B. 
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Life 

Andy  Goldsworthy's  sculpture  combines  a 
farmer's  practicality  with  an  artist's  vision. 

The  wallmaker 


By  Robert  Goff 

For  about  30  feet,  the  stone  wall  | 
proceeds  along  the  roadside  like  g 
every  other  stone  wall  in  New  § 
York's  Hudson  River  Valley.  Then  | 
it  goes  psycho,  bending  sharply,  5 
zigging  wildly  around  each  tree  in  a  glade  of 
maples,  racing  downhill  and  finally  plunging 
into  a  pond.  The  work  of  British  sculptor 
Andy  Goldsworthy,  it  is  entitled  "The  Wall 
that  Went  for  a  Walk."  When  finished  in 
November,  the  piece  will  be  1,800  feet  long 
and  incorporate  almost  4  million  pounds  of 
local  stone. 

Located  at  Storm  King  Art  Center  in 
Mountainville,  N.Y.  (see  box),  this  is  „ 
Goldsworthy's  first  commission  from  a  U.S.  s 
museum,  though  he  has  done  four  others  on  £ 
private  property  here  in  this  country.  The  42-  | 
year-old's  international  reputation  extends  \ 
from  Australia  to  Japan  to  Scodand. 

While  a  student  at  art  college,  Goldswor- 
thy had  already  gained  a  reputation  for  work- 
ing outdoors.  "You're  brought  up  to  see  art 
as  a  means  of  self-expression,"  he  explains. 
"At  that  time  I  didn't  really  have  a  lot  to  say. 
I  needed  something  to  work  with." 

Using  natural  materials  he  scavenged 
from  nearby  beaches,  he  made  sculptures 
that  endured  only  until  the  next  tide  erased 
them.  To  prove  to  his  professors  that  he  was  working, 
he'd  take  photographs  of  each  piece  before  it  was 


dsworthy's  personal  Arc  de  Triom 


destroyed.  "What  mattered  was  that  the  work  was  ver 
much  part  of  the  land  and  subject  to  time  and  change, 
he  says. 

He  would  plaster  a  rock  in  a  river  with  bright  yello\ 
leaves,  affix  sheets  and  spears  of  ice  to  rocks  and  trees  t 
make  intricate  sculptures  that  might  not  last  a  single  da; 
and  create  designs  with  twigs  that  any  errant  hiker  coul 
kick  apart.  His  photographs  were  the  only  lasting  recor 
of  his  often  laborious  efforts. 

Under  artistic  influences  as  diverse  as  landscape  artist 
Robert  Smithson  and  Christo,  painters  Mark  Rothk 
and  Ben  Nicholson,  and  sculptors  Constantin  Brancu: 
and  August  Rodin,  Goldsworthy  says  his  goal  was  t 
understand  time  and  place  dirough  landscape.  He  didn 
earn  any  money  from  his  work  for  almost  a  decade.  T 
support  himself,  he  plowed  fields  and  stocked  bales  o 
local  farms.  "I  realized  that  farming  is  an  incredibl 
sculptural  activity,"  says  Goldsworthy. 
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Going  for  the  Goldsworthy 

Now  graced  by  Andy  Goldsworthy' s  "The  Wall 
that  Went  for  a  Walk,"  Storm  King  Art  Center 
(914-534-3115)  is  a  55-mile  drive  north  of 
New  York  City.  The  500-acre  outdoor  museum 
is  landscaped  to  maximize  the  aesthetic 
effects  of  more  than  120  post-World  War  II 
large-scale  sculptures  by  artists  like  Alexan- 
der Calder,  Louise  Bourgeois,  Richard  Serra, 
Isamu  Noguchi  and  Mark  di  Suvero. 

Want  a  Goldsworthy  for  your  own  back- 
yard? According  to  Mary  Sabbatino  of  Man- 
hattan's Galerie  Lelong — one  of  Goldswor- 
thy's  two  U.S.  dealers — there's  a  three-year 
waiting  list  for  permanent  installations, 
which  range  in  price  from  $30,000  to  more 
than  $100,000.  The  price  does  not  include 
materials  or  outside  labor,  which  can  as 
much  as  quadruple  the  base  fee.  For  a  lot 
less — but  a  still-tidy  sum — you  can  buy  a 
Goldsworthy  photograph;  they  range  in  price 
from  $6,000  to  more  than  $20,000  for  a 
series  of  multiple  images.  Too  steep?  Harry 
N.  Abrams  has  issued  four  books  on  Golds- 
worthy's  work,  all  of  which  are  in  print.  -R.G 


By  the  early  1980s 
K  also  began  to  build 
kore  permanent  struc- 
:ires:  spires  made  from 
ranches,  stone  sheep- 
nclosures,  and  6-  to 
2-foot-tall  cones — or 
bairns" — of  stacked  shards 
If  slate  or  limestone. 
ile  designed  his  first  wall 

Ji  Dumfriesshire,  Scotland  in  1989.  Fascinated  by 
lioldsworthy's  work,  the  Earl  of  Dalkeith,  whose  family 
I  the  area's  largest  landowner,  offered  his  eccentric  tenant 
I  field  on  which  to  work.  The  farmer  who  held  the  lease 
jgreed  to  let  Goldsworthy  use  half  the  property  if 
Goldsworthy  would  build  a  dividing  wall.  The  artist 
jbliged,  constructing  a  playful  stone  barrier  with  a  sharp 
•shaped  division  in  the  middle. 


"I  tend  to  think  of  walls  as  being 
more  like  rivers,"  explains  Goldswor- 
thy. "They're  things  that  connect  and 
flow  through  many  properties,  veins 
in  a  landscape." 

To  execute  his  designs,  Goldswor- 
thy employs  a  team  of  expert  British 
wallers,     including     Steve     Allen, 
Britain's  current  stone-walling  cham- 
pion.    A    good    wall     is 
£  judged  by  the  tightness  of 
its    stones,     the     correct 
degree  of  tapering  (rough- 
ly 30  inches  wide  at  the 
bottom,  17  on  top)  and 
lack  of  running  joints,  or 
vertical  seams.  Although 
Goldsworthy  is  himself  an 
adept  waller,  he  defers  to 
the     pros    where     actual 
building     is     concerned. 
"It's  insulting  to  them  to 
think    there's    this    artist 
who  thinks  he  can  wall," 
he  says. 

Much  of  his  wall  at 
Storm  King  sits  atop  the  crumbled  foundations  of  an 
older  wall,  for  he  is  always  concerned  with  historical 
continuity.  "The  first  wall  represented  a  severe  division 
between  field  and  forest,  so  I  decided  to  remake  the 
wall  in  sympathy  with  the  trees,"  he  says. 

What  if  one  of  the  trees  falls  and  crushes  the  wall? 
Goldsworthy  shrugs.  "My  work  is  about  change,  what- 
ever that  may  be,"  he  says.  "I'm  just  another  layer."    H 
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If  you  have  been  uai.ti.ng  to  put  your  business  on 
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the  business  of  life 

Noughts  on 

Profit.  Capital.  As  monotonously  bad-mouthed  by  uneducated  educators,  unintelligent  intellectuals,  elec- 

tioneering labor  leaders,  and  a  mass  of  assorted  leftists  and  unliberal  liberals,  it's  little  wonder  that  these 

two  words  have  come  to  have  a  dirty  meaning  to  too  many.  The  fact  of  the  matter  is,  of  course,  that  with- 

out profits  there  car 

be  no  capital,  and  without  capital  there  can  be  very  little  freedom  and  democracy— 

except  the  freedom  to  starve  together  in  democratic  fashion.  -Malcolm  Forbes 
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The  czar  versus  the  general 

Paul  Klebnikov  remembers  telephoning  for  an  interview  wit| 
Russian  presidential  hopeful  Alexander  Lebed.  The  rough- 
hewn  general  and  populist  politician  himself  picked  up  the 
telephone.  That,  says  Klebnikov,  would  never  happen  with  hisl 
chief  opponent — the  current  mayor  of  Moscow.  Yuri  Luzhkov! 
is  always  surrounded  by  surly  bureaucrats  and  press  agents 
whose  response  to  most  requests  for  information  is:  "Why  do| 
you  want  to  know?" 

"Luzhkov,"  says  Klebnikov,  "runs  an  imperial  court.  He  is 
new  czar." 

Whether  Luzhkov — the  favorite — 
or  the  less  sophisticated  Lebed 
becomes  the  next  president  of 
Russia,  the  victor  inherits  a  society 
that  took  the  leap  from  communism 
to  capitalism  and  fell  into  a  deep  _« 

hole.  Russia's  military  threat  was  ^^* 

once  a  threat  to  the  West.  Its  politi-       %t 
cal  and  economic  weakness  now  is. 
Witness  how  Russia's  debt  default 
roiled  our  stock  market. 

No  one  is  better  qualified  to  write 
about  this  new  threat  than  Kleb- 
nikov. Fluent  in  Russian,  he  earned        Paul  Klebnikov 
a  doctorate  from  the  London  HB1H 

School  of  Economics  with  a  disser- 
tation on  Piotr  Stolypin,  Russia's  ill-fated  pre-World  War  I  litil 
eral  reformer.  Klebnikov  joined  Forbes  in  1989  and  has  madj 
some  30  trips  to  Russia  on  our  behalf.  His  first  major  article 
after  the  fall  of  communism  was  hopeful:  A  whole  new  generl 
tion  of  entrepreneurs  was  rising.  Mostly  in  their  early  20s  ano| 
sometimes  still  in  their  teens,  relatively  untainted  by  the 
bureaucratic  past,  they  were  bringing  a  new  vitality  to  their 
country.  But,  sadly,  Klebnikov  soon  found  himself  chronicling 
the  seizure  of  economic  power  by  a  small  group,  more  gang- 
sters than  capitalists. 

Russia  will  soon  get  a  new  chance  under  a  new  leader.  Kiel] 
nikov  asked  both  hopefuls  what  great  figure  from  the  past  thl 
most  admired.  Luzhkov  talked  about  Peter  the  Great — a  bol» 
modernizer  but  surely  no  democrat.  Lebed  chose  Marshal 
Giorgi  Zhukov,  the  ruthless  victor  of  Stalingrad  who  later  ex] 
cuted  the  infamous  secret  police  boss  Lavrenti  Beria.  Con- 
cludes Klebnikov:  "Whatever  future  awaits  Russia,  it  is  not 
likely  to  be  either  peaceful  or  democratic,  but  it  cannot  be 
worse  for  the  Russians  than  the  present  situation."  Klebniko'l 
"The  slick  city  boss,  or  the  rough-edged  populist  general?' 
begins  on  page  152. 
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A  FAMILIAR  NAME  WITH  A  BRAND  NEW  FOCUS. 


We're  focused  on  what  we  do  best.  For  over 


35  years  we've  been  pioneers  in  the  field  of  satellite 


communications.  We've  led  the  way  in  satellite  systems. 


Developed  state-of-the-art  satellite  and  wireless 


services.  And  revolutionized  digital  satellite  television 


with  DIRECTV.  It's  no  wonder  we're  called  the  world 


leader.   If  anyone  can  make  it  happen,  we  can 


www.hughes.com 
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Linux  rising 

Our  Aug.  10  cover  story  reported 
on  free  software.  Hacked  together  by 
thousands  of  programmers  cooperat- 
ing across  the  Internet,  these  programs 
are  growing  in  popularity.  We  focused 
on  28-year-old  Linus  Torvalds,  a  Finn 
who  in  1991  wrote  the  first  version  of 
Linux,  operating  system  software  that 
has  become  the  darling  of  hard-core 
computer  users.  We  predicted 
Microsoft  would  have  to  reckon  with 
the  phenomenon  sooner  or  later.  It 
was  sooner. 

In  a  September  10-K  report  filed 
with  the  sec,  Microsoft  said:  "Over  the 
past  year  the  Linux  operating  system 
has  gained  increasing  acceptance,  and 
leading  software  developers  such  as 
Oracle  and  Corel  have  announced  that 
they  will  develop  applications  that  run 
on  Linux."  Since  our  story,  Sybase, 
Informix  and  IBM  have  announced  that 
they  would  sell  database  software  for 
Linux  systems.  And  in  September  Intel 
and  Netscape  invested  in  the  leading 
Linux  distributor,  Red  Hat  Software. 

We  also  pointed  out  that  free  soft- 
ware's rise  counters  the  Justice 
Department's  contention  that 
Microsoft  is  an  illegal  monopoly.  The 
folks  at  Microsoft  obviously  read 
Forbes.  In  the  first  days  of  the 
antitrust  trial,  the  company's  lead 
lawyer  used  the  rise  of  Linux  as  one 
reason  Microsoft  must  play  hardball  to 
survive. 

-Josh  McHugh 

Failed  makeover 

1  v  this  YEAR,  when  Wall  Street 
was  high  on  Chief  Executive  Frank 
Newman's  plans  for  remaking  Bankers 


20  years  ago  in  Forbe 

October  2,  19. 

[When]  the  municipal  bond  market  fell  c 

of  bed  last  summer — not  surprisingly,  t 

net  asset  value  of  tax-exempt  boi 

funds  was  reduced.  This  shouldn't  ha 

surprised  their  investors.  Bonds 

fluctuate.  But  it  did  surprise  them.  [Whv 

"Too  many  investors,"  says  Robert  J.  But 

of  the  Kemper  Municipal  Bond  Fund,  "do: 

understand  that  they  buy  a  fixed-incor 

fund  for  the  annual  interest  reti 

and  not  for  a  profi 

November  13,  19 

To  most  people  the  idea  of  condominiums 

relatively  new— a  product  of  American  r 

estate  ingenuity.  [In  fact],  the  earliest  kno 

record  of  the  condominium  has  been  trac 

to  Babylonian  documents  dated  to  20 

B.C.,  which  show  the  sale  of  the  first  floor 

a  house  with  the  owner  retaining  title  to  I 

second  floor.  ...  In  western  Europe's  wal 

cities  during  the  Middle  Ages,  condominiu 

were  popu 

10  years  ago  in  Forbt 

November  14,  19 

According  to  Perrin  Long,  a  brokerage  ind 

try  analyst,  only  mergers  and  leveraged  t 

out  profits  kept  the  securities  industry  p 

itable  during  the  first  nine  months  of  I 

year.  Thus  driven  to  keep  deals  flowing,  V 

Street  has  mobilized  its  persuasive  foi 

It  has  done  a  marvelous  job  of  persuac  : 

both  buyers  and  lenders  that  a  $14  bil 

"recapitalization"  of  Kraft  and  a  $21  bil 

leveraged  buyout  of  RJR  are  good,  conse 

tive  deals.  Isn't  making  two  plus  two  ec  I 

six  crazy  arithmetic?  Yes,  but  it  work 

as  long  as  buyers  can  peddle  some  n« 

acquired  assets  at  even  higher  prices  t 

they  paid  for  them.  In  other  wo 

you  need  a  greater  fool  to  k 

the  game  go 

December  12,  1 

Western  European  and  Japanese  ban 

argue  that  the  Soviet  Union  is  creditwoi 

[Just  this]  October  bankers  in  West  Germ 

Great  Britain,  France  and  Italy  eagerly  ru< 

to  open  over  $6  billion  in  general-pur| 

credit  lines  for  the  Soviet  Union.  R 

Robinson,  a  former  senior  directo 

international  economic  affairs  at  the  Nati 

Security  Council,  warns  that  "untied,  gen 

purpose  loans  by  Western  comme 

banks  to  East  Bloc  banks  . . 

the  kind  of  undisciplined  bank  lendir 

sovereign  borrowers  that  was  one  o 

principal  causes  of  the  current  internal 

debt  crisis."  Here's  some  busines: 

bankers  might  do  well  to  let  the  Japa  je 

and  Europeans  keep  to  themse  p- 

-Edited  by  Dolores  Latar  Isr 
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Lots    of    companies    have 


a    mission    statement. 


Ho 


w    many    nave    a    mission  t 


v 


Our  mission?  Create  better  ways  to  reach  out  and  help  make  sure  people 
gel  the  health  care  the)  need.  We  are  not  newcomers  to  this  goal.   ■   In  fact,  we've 

already  committed  more  than  100  million 
dollars  towards  initiatives  specifically  designed 
to  build  access,  not  walls.  One  example  is  USQA* 


the  national  database  we  use  to  identify  people 
who  need  access  to  special  care.  \nd  to  remind 
members  to  see  their  physicians  for  critical  check- 
ups and  screenings.  We've  also  teamed  with  Johns 
Hopkins  to  create  Inlelil  lealth.  I  he  most  comprehensive  online  consumer  health 
information  network.  Another  investment  yielded  the  Academic  Medicine  and  Managed 
( !are  Forum.  Through  it  we  ve  funded  research  to  improve  access  to  care.  ■  And  we've  joined 
with  the  Vmerican  I  lean  Association  in  warning  women  about  the  number  one  threat  to 
their  health  —  heart  disease.  Simply  said,  we're  putting  our  money  (irmly  where  our 
mission  is.  That's  the  price  of  entry  for  having  one  to  begin  with.  ■  For  our  brochure 
on  how  we  are  raising  the  quality  of  health  care,  contact  us  at  F  ~^JC^ -^ ^ 


1-800-AETNA-- 12  or  our  Quality  Center  at  www.aetnaushc.com. 


US  Healthcare 

Raising  the  quality  of 

li:  ilih  i  are    in  Allien:  i 
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FLEXJET 

V:^ 

Its  your  time, 
invest  it  wisely. 

Wk  ^  ^  .         > 

■r       W         * 

equals  money.  But  he  was  wrong. 
Time  is  much  more  valuable. 

wv 

SX  JV\ 

T-1  hanks  to  our  RexJet  Fractional 

X  Ownership  program,  you  can 

;  invest  the  time  you  currently  spend 

!ing  to  fly  in  something  a  little 
•  more  profitable.  Taking  care  of 
ess.  for  instance.  It's  simple: 
starting  with  a  remarkably  affordable 
f  $175,000'  investment,  you  can  own 
jch  of  a  Learjet  or  Chailenger 
:  business  jet  as  you  need,  direct  from 
the  manufacturer.  But  it's  up  to  you. 
After  atl,  it  is  your  time,  and  where 

.est  it  is  your  business. To  learn 
more,  give  us  a  toll-free  call  at 
1-800-FIEXJET  (353-9538).  As  we 
to  say.  we're  readv  when  you  are. 

1 

_ 

I 

1   1 

*  ■  i 

BOMBARDIER 

AEROSPACE 

j 

m                 ^^^^                'Estimated  annual  after-tax  cost  of 

W                                  years)  in  a  Learjet  31  A.  Conctrtjons  apply. 

ALL  INDEX  FUNDS 

ARE  NOT  CREATED  EQUAL 


T.  Rowe  Price  Equity  Index  500  Fund.  For  over  seven  years,  our  Equity 
Index  500  Fund  has  helped  investors  hke  you  closely  track  the  S&P  500." 
Of  course,  all  index  funds  are  managed  to  mirror  the  index,  but  some  suc- 
ceed better  than  others.  While  many  funds  impose  loads  and  some  have 
expenses  of  as  much  as  0.89%f  our  combination  of  no  sales  charges,  com- 
petitive expense  ratio  with  no  12b-l  fees,  and  efficient  portfolio  management 
offers  performance  that  can  maximize  the  potential  of  your  investment. 

We  know  you  invest  in  a  mutual  fund  for  performance.  But  you  also  invest 
for  convenience.  That's  why  our  funds  are  backed  by  a  commitment  to  the 
services  that  make  a  difference — knowledgeable  representatives,  24-hour 
access  to  your  account  by  phone  or  the  Internet,  portfolio  allocation  tools, 
consolidated  statements,  and  more.  Add  our  low  investment  minimum  of 
just  $2,500  ($1,000  for  IRAs),  and  you'll  know  why  our  Equity  Index  500 
Fund  stands  apart.  As  with  any  stock  fund,  there  will  be  price  fluctuation. 


Call  24  hours  for  your 
free  investment  kit 
including  a  prospectus 

800-541-8460 

www.  trowephce.  com 


Invest  With  Confidence 

T.RoweRice 


-in, 


iper  Analytical  Services,  Inc.  S&P  S00  is  a  registered  trademark  of  McGraw-Hill,  Inc.  and  has  been  licensed  for  use 

ce  Investment  Services,  Inc.  The  Equity  Index  500  Fund  is  not  sponsored,  endorsed,  sold,  or  promoted  by  S&P, 

representation  regarding  the  advisability  of  investing  in  the  fund.  Fund  formerly  named  Equirj  Index  Fund 

>  careful!)  before  investing.  I  Rowe  Price  Investment  Services,  inc..  Distributor.  exhm4724 
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Trust,  Forbes  wasn't  (Feb.  9).  V 
were  skeptical  of  Newman's  plans  fi 
integrating  newly  acquired  inves 
ment  banks  Alex.  Brown  and  Wolfei 
sohn  with  BT's  traders  and  junk  bor 
sellers.  We  noted  that  several  top  i 
executives  were  dumping  their  con  ( 
pany  shares,  and  we  raised  question 
about  Newman's  fitness  for  the  job 

We  were  ahead  of  the  curve.  Tl 
share  price  has  plunged  more  th; 
54%  off  its  52-week  high.  BT  w 
hurt  more  than  most  other  banks  I 
trading  losses  and  investments 
high-yield  bonds  and  Russi; 
securities. 

Those  who  ignored  the  Forb 
warning  and  held  their  shares  may  y 
be  bailed  out.  Germany's  Deutscl 
Bank  AG,  for  one,  is  interested 
broadening  its  U.S.  bridgehead.  Pu 
lications  that  ignored  our  story  wh< 
it  appeared  are  now  falling  all  ov 
one  another  to  report  on  bt's  wot 
-John  Gorh/: 

No  authority 

We  were  impressed  that  the  Spoi 
Authority  was  bucking  a  slumpii 
retail  market  (Apr.  22,  1996).  Coi 
pany  founder  and  Chief  Executi 
Jack  Smith  boasted  that  his  $1  billi< 
(sales)  Fort  Lauderdale,  Fla.-bas 
chain  was  on  its  way  to  becoming  t 
Home  Depot  of  sporting  goods 

But  Smith  overreached.  He  add 
46  new  stores,  a  27%  increase,  w 
sales  per  square  foot  fell  about  1 
Sloppy  management — a  weak  dis 
bution  system,  disorganized  prod 
placement,    inexperienced    sta: 
made  matters  worse.  Sports  Audio  j 
ty's  stock  plummeted  more  than  6>  j  I 
in  the  last  year  and  now  sells  fo: 
meager  $7.50  a  share.  The  compa 
has  not  made  money  in  fiscal  199} 

Smith,  63,  resigned  in  September,  1 
lowed  by  three  other  top  executives 
October.  New  chief  Martin  Hana 
former  president  of  highly  success 
Staples,  Inc.,  plans  to  close  18  of  1 
company's  least-profitable  stores.  H 
also  increasing  capacity  at  the  curr< 
distribution  center  and  beginning 
stock  higher-quality  brands.  But  we 
ening  demand  for  once -big  sellers  1 
athletic  shoes,  golf  equipment  a 
licensed  team  apparel  will  make  fo 
tough  comeback.  -Brett  Nelson 
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To  'Restore  J 
#nd<Reform  r 


Hillsdale  College  Proudly  Announces  the  Establishment  of 
The  Herbert  H.  Dow  11  Chair  and  Program  in  American  Journalism 


an  recent  weeks,  a  major  American  newspaper  has 
ottered  to  pay  over  $10  million  to  settle  claims 
against  it,  even  though  no  lawsuit  had  been  tiled, 
because  a  reporter  based  a  story  on  over  2,000  stolen 
e-mails.  A  Pulitzer  Prize  finalist  had  to  resign  after 
admitting  that  she  fabricated  quotations  and  names  of 
the  people  who  supposedly  made  them.  A  writer  at  a 
prominent  magazine  was  tired  after  admitting  that  he 
made  up  material  in  27  out  of  41  articles  over  the  past 
three  years.  A  major  television  network  recently  is- 
sued an  apology,  fired  several  people  and  reprimanded 
another  for  excluding  important  evidence  that  con- 
flicted with  their  approach  to  a  story.  A  major  weekly 
magazine  also  apologized  publicly  for  "mistakes" 
made  in  a  report.  Is  it  any  wonder  that  phrases  like 
"Media's  Battered  Credibility,"  "A  Journalistic  Felony 
in  a  Class  b\  Itself"  and  "Dark  Cloud  Looms  over 
U.S.  Journalism"  have  appeared  in  recent  headlines? 
Designed  specifically  to  combat  abuses  like  these, 
the  Herbert  H.  Dow  II  Chair  and  Program  in  Ameri- 
can Journalism  was  created  with  a  leadership  gift  from 
The  Herbert  H.  and  Barbara  C.  Dow  Foundation.  The 
Mission  Statement  documents  the  Program's  dedica- 
tion to  "the  restoration  of  ethical,  high-minded  jour- 
nalism standards,  and  the  reformation  of  our  cultural, 
political  and  social  practices."    Like  Hillsdale  Col- 


lege itself,  the  Dow  Journalism  Program  "seeks  to 
educate  students  to  become  defenders  of  traditional 
values,  passing  on  to  posterity  the  blessings  of  our 
American  heritage  and  the  legacy  of  First  Principles 
intended  by  our  Founding  Fathers." 

The  journalism  program  extends  the  philan- 
thropic vision  of  Herbert  Henry  Dow  II,  an  uncom- 
monly thoughtful  advocate  of  American  capitalism. 
Mr.  Dow  believed  that  Americans  need  and  deserve 
a  truthful,  ethical  media  dedicated  to  factual,  fair  and 
comprehensive  reporting  that  would  allow  citizens 
to  make  intelligent  decisions  regarding  their  fami- 
lies, their  communities  and  their  country.  The  deci- 
sion to  place  the  program  at  Hillsdale  reflects  favor- 
ably upon  the  College's  determination  to  remain  free 
of  bureaucratic  control. 

Hillsdale  College,  which  does  not  accept  fed- 
eral funding,  also  publishes  the  Imprimis  speech  di- 
gest, available  free  of  charge.  Every  month,  Impri- 
mis offers  the  best  thoughts  of  the  best  minds  in  the 
world  to  800,000  recipients.  For  a  free  subscrip- 
tion, call  1  -800-535-0860  or  return  the  attached  form. 

For  more  information  on  the  Dow  Journalism 
Program  or  Hillsdale  College,  a  pioneer  in  higher 
education  since  1 844,  please  use  the  form  or  tele- 
phone number  below. 


Please  send  me  more  information  about  the  Dow  Journalism  Program. 
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my  mind 

What's  worrying  top  executives/edited  by  Katarzyna  Moreno 


Surviving  in  no-man's-lai* 


By  Morgan  Murphy,  Colleen  Mastony  and  Adrienne  Sanders 


What's  it  like  to 
be  a  Y  chromo- 
some in  a  sea  of 
estrogen?  Here 
we  hear  from 
male  executives 
who  work  for 
companies 
heavily  staffed 
with  women 
and  that  make 
products  for 
women. 


Steve  Florio 

Chief  Executive  Officer 
Conde  Nast  Publications 
Working  in  a  company  of  2,000  people,  80% 
of  whom  are  women,  has  changed  my  world. 
Here  I  can't  think  that  because  I'm  chief 
executive  of  a  billion-dollar  company  I  can 
intimidate  people  by  saying,  "Well,  I'm  the 
boss,  let's  do  it  my  way." 

The  women  managers  at  this  company, 
people  like  Anna  Wintour,  like  Cathy  Viscar- 
di-Johnston,  are  not  afraid  to  mix  it  up  with 
you.  You  can  get  away  with  that  with  men 
from  time  to  time,  but  you  sure  as  hell  can't 
with  women.  They'll  say,  "Tell  me  dammit,  I 
want  to  know  why." 

That  makes  me  a  better  manager.  There 
are  a  lot  of  people  who  might  say,  "Conde 
Nast?  S.I.  Newhousc  is  this  weird  little 
guy,  and  they  dote  on  their  editors  and 
publishers."  Well,  that's  probably  true,  but 
Vogue,  Vanity  Fair  and  Bride's  are  category 
leaders. 


Sid  Craig 

Cofounder,  Chief  Executive  Officer 
Jenny  Craig,  Inc. 

Our  company  is  95%  women,  and  we  have 
very  little  backstabbing.  One  of  my  key  exe<| 
tives  is  a  woman,  and  she  appointed  anothei 
woman  who  can  do  the  job  as  well  as  she  caj 
A  man  wouldn't  hire  such  a  strong  deputy 
because  he  would  be  afraid  that  the  deputy 
would  steal  his  job.  Women  don't  seem  to 
worry  about  it.  Their  egos  aren't  involved  1) 
men's  are. 

Jim  McCann 

President 

1-800-FLOWERS 

When  guys  sign  a  big  deal,  we  don't  run  ov\ 
of  the  office  screaming  "yeeeah!"  Women  a| 
more  quick  to  do  that.  So  when  I  want  to 
announce  good  news  around  here,  I  make 
sure  that  the  group  includes  women.  They 
tend  to  be  demonstrative,  and  that  makes  t)  I 
whole  room  feel  better.  It's  good  for  moral  f 
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3e  recognized  as  a  frequent  flyer  on  not  one, 
out  six  airlines. 


Apply  mileage  points  from  qualified  flights  on  any  of  the  six 
os  toward  your  overall  frequent  flyer  status. 

Indulge  yourself  in  any  of  our  partners'  lounges.  More  than 
190  .iround  the  world  are  open  to  eligible  First  and  Business 
|  Class  travelers  and  to  Star  Alliance  Gold  members. 

Redeem  miles  for  reward  travel  on  any  of  our  six  carriers, 
giving  you  more  than  600  destinations  around  the  world  to 
choose  from. 


Enjoy  Priority  Check -In  on  all  of  our  partners'  flights.  Regardless 
of  the  airline  you're  flying,  a  priority  counter  awaits  Star  Alliance 
Gold  members. 

Be  more  confident  when  trying  to  fly  a  sold-out  flight.  Priority 
Wait-Last  and  Priority  Standby*  put  Gold  and  Silver  members 
toward  tbe  top  of  the  list  on  any  Star  Alliance  flight. 
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"  I  choose 

executives 

[who  are] 

without 

preconceived 

notions 

about  what 

shoes  women 

should 

wear." 


Vincent  Camuto, 
chief  executive, 
Nine  West 
Group 


Craig  Rydin 

President 

Godiva  Chocolatier,  Inc. 

If  you  are  a  command-and-control  type  of  a 

manager,  forget  about  working  for  a  company 

with  a  lot  of  women. 

Doug  McCormick 

President  and  Chief  Executive  Officer 
Lifetime  Television 

Anyone  who  tries  to  tell  you  that  men  and 
women  are  separated  by 
an  emotional  gulf  is  prob- 
ably trying  to  sell  you  ""*  ~~  __ 
something.  I  have 

worked  in  a  feminine  ^_  - 

environment  here  at 
Lifetime  and  in  a 
macho  environment  on 
a  ship  as  a  merchant 
marine.  There  are  more  simi- 
larities between  the  sexes  than 
differences. 

Robin  Bartosh 

President  and  Chief  Executive  Officer 
Cosmetics  Plus 

I  have  a  special  insight  into  running 
this  business  thanks  to  my  mother. 
My  mother  didn't  like  shopping  in 
stores  that  had  marble  floors  because 
she  liked  to  find  value.  I  run  my 
stores  as  if  for  her.  I  don't  give  you  a 
free  gift  or  gift  wrap.  I'd  rather  save 
you  the  money. 

Andrew  Thompson 

President  and  Chief  Executive  Officer 
FemRx 

Both  genders  are  becoming  more 
understanding  about  each  other's 
needs.  For  example,  my  mother 
stayed  at  home  and  cooked,  while 
my  father  supported  her.  But  I 
cook,  wash  dishes  and  raise  my 
three  daughters,  and  no  one  thinks 
I  am  a  fruitcake.  Similarly,  I  see  that 
male  doctors  are  becoming  more 
and  more  understanding  of 
women's  health  care  needs  and 
thus  receptive  to  the  products  we  sell  for  non- 
invasive hysterectomies. 

At  this  stage  most  gynecologists  are  still 
men.  But  this  year  half  of  all  students  gradu- 
ating from  medical  schools  are  women.  So 
our  job  will  be  getting  easier  and  easier. 


Vincent  Camuto 

Chief  Executive  Officer 
Nine  West  Group  Inc. 

I've  alwavs  dreamed  about  understanding  the 
way  women  think  because  somehow  they 
communicate  with  one  another  all  over  the 
world,  all  wanting  the  same  thing  at  the  same 
time.  Suddenly,  this  February  they  all 
stopped  wearing  high  heels,  and  they  all 
wanted  flats. 

I  surround  myself  with  female 
executives  who  can  tap  into  the 
female  psyche.  Not  all  women 
can  do  that.  I  have  to  choose 
executives  with  open  minds, 
without  preconceived 
notions  about  what  shoes 
women  should  wear.  Some 
male  executives  cannot  do 
it  at  all.  Men  would  try  to 
base  their  decisions  on  last 
year's  sales,  but  with 
women's  shoes  it's  all  about 
what  their  psyche  will  tell 
them  to  wear  in  the  future. 

John  Walden 

Chief  Operating  Officer 
Peapod,  Inc.  (on-line  grocer) 
In  on-line  selling  the  emo- 
tional aspect  of  understanding 
our  customer  is  out.  We 
can  monitor  how  our  cus- 
tomers— 70%  of  whom  are 
women — screen  the  food 
menus.  They  first  screen  them 
by  price,  then  by  fat  content. 
That's  how  we  get  a  very 
clear  idea  what  to  offer  them. 

Jay  MacDonald 

President 

MacDonald  Communications 
( Working  Woman,  Working 
Mother  magazines) 
Some  male  executives  still 
cannot  make  themselves 
admit  that  they  market  to 
women.  At  a  conference 
about  marketing  to  women,  some 
car  executives  stood  up  and  said  that  they 
don't  market  to  women  but  to  people  in  gen- 
eral. Marketing  to  women  is  like  being  in  an 
AA  meeting — you  have  to  learn  that  it's  okay 
to  admit  it.  Otherwise  you  won't  do  it  prop- 
erly and  will  lose  out  on  a  huge  market.        WM 


What's  on  your  mind?  Tell  the  world.  Go  to  our  new  On  My  Mind  forum  in  the  Forbes 
Digital  Tool  at  http://www.forbes.com/mind,  or  E-mail  us  at  mind@forbes.com. 
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3REAT  OPPORTUNITY  ON  THE  1628th  PAGE,  LINE  7,  HUH? 

As  an  investor, you  like  to  keep  up  with  the  market.  You  get  research  reports. 
\nd  more  research  reports.  And  research  reports  about  research  reports.  You  get 
'objective" research,  "free" research  and  "independent" research. 

But  where  does  all  this  research  come  from?  How  timely  is  il?  And  how 
aluable  is  it? 

Here  are  some  facts  about  our  research.  It  comes  from  a  companyjou  know, 
'ot  a  third  party jou've  never  heard  of.  It's  the  distilled  thinking  of  more  than  JOO 
\na\ysts  in  2J  countries,  who  talk  to  CEOs  and  product  managers  and  government 
iffcials  every  day.  It's  written  by  the  analyst  team  that  was  ranked  #1  thisjearin 
the  Wall  Street  Journal's"  All -Star  Analysts  survey.  And,       pt<Z 
\hjes,  our  opportunities  tend  to  show  up  on  page  1.  W$5  Merrill  Lynch 


say 

readers@forbes.com 

Henry  redux 

Sir:  Re  "There's  some- 
thing about  Henry"  (Oct. 
5,  p.  82).  It  is  amazing  in 
this  day  and  age  to  see  an 
executive  get  out  of  his 
office  to  see  firsthand  what 
the  real  world  is  like,  rather 
than  relying  on  E-mail  or 
reams  of  reports.  No 
wonder  Coca-Cola  beats 
its  competitors.  There 
should  be  more  Henry 
Schimbergs  in  the 
business  world. 
-Ken  Walsh 
Wilton,  Conn. 


Coca-Cola  Enterprises'  Schimberg 
Shuns  reports  for  road  trips. 


Hackers  vs.  crackers 

Sir:  "For  the  love  of  hack- 
ing" (Aug.  10,  p.  94)  dis- 
cusses the  work  we  hackers 
have  done  in  developing 
free  software.  But 
"Hackerphobia"  (June  15, 
p.  40)  seems  to  assume 
that  hackers  are  people 
who  break  computer  secu- 
rity. To  avoid  giving  us 
hackers  a  bad  name,  would 
you  please  call  security- 
breakers  "crackers"  instead 
in  the  future? 
-Richard  Stallman 
President 

Free  Software  Foundation 
Cambridge,  Mass. 
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Not  up  for  sale 

Sir:  Re  "Hub  bubble" 
(Oct.  5,  p.  62).  The  article 
contains  an  inaccuracy 
regarding  my  intention  to 
sell  the  company.  There's  a 
tightrope  on  which  a  chief 
executive  must  constantly 
balance:  a  fiduciary  respon- 
sibility to  openly  and  fairly 
explore  all  business  oppor- 
tunities, and  the  require- 
ment to  keep  the  company 
focused  on  serving  its  cus- 
tomers. You  misconstrued 
my  explanation  of  this  as  a 
desire  to  sell  the  company. 
-Craig  Benson 

I  Chief  Executive  Officer 

5  Cabletron  Systems 

b  Rochester,  N.H. 

Coastal's  chiefs 

Sir:  Re  "Deconstructing 
Oscar"  (Oct.  19,  p.  136). 
Let  me  set  the  record 
straight.  Until  July  1997 
Oscar  Wyatt  was  chair- 
man of  the  Coastal  Corp. 
and  continues  to  this  day 
as  chairman  of  the  Exec- 
utive Committee  of  the 
Board  of  Directors.  Mr. 
Wyatt  actively  partici- 
pates in  all  important 
strategic  planning  and 
major  decisions.  Any 

implications  contrary  to 

this  are  simply  wrong. 

-David  A.  Arledge 

Chairman 

Coastal  Corp. 

Houston,  Tex. 

Engine  switch 

Sir:  Re  "Joyriding  by 
biplane"  (Nov.  2,  p.  387). 
The  article  and  photos 
were  outstanding!  There 
was  one  error  that  I 
noticed.  The  engine  pow- 
ering the  Stearman  biplane 
is  a  radial — not  a 
rotary — engine. 
-John  C. 
Goodrich 
Mystic,  Conn. 


In  support  of  root  canals 

Sir:  Re  "Why  PC  buying  is  like  oral  surgery"  (Oct.  5,  p. 
178).  Mr.  Manes  states  "shopping  for  computers  ranks 
between  buying  a  used  car  and  undergoing  a  root 
canal."  As  a  practicing  endodontist  (root  canal  special- 
ist), I  object  to  your  use  of  "root  canal"  as  the  epitome 
of  a  disagreeable  task.  I  have  thousands  of  patients 
who,  when  suffering  from  an  oral  infection  or  mouth 
trauma,  found  great  comfort  in  root  canal  treatments  I 
performed  to  relieve  pain  and  to  save  a  tooth  from 
being  extracted. 

-Joseph  Herbst,  D.D.S.  \ 

Silver  Spring,  Md.  \ 


Rock  steady 
at  Slate 

Sir:  This  past  summer  Si 
Newhouse  offered  me 
the  editorship  of  The 
New  Yorker.  I  asked  for 
time  to  think  about  it 
and  he  withdrew  the 
offer.  In  "Welcome  to 
my  store"  (Oct.  19,  p. 
140),  this  episode 
becomes:  "Michael  Kins- 
ley came  close  to  leaving 
Slate  earlier  this  year,  and 
rumors  are  that  Slate  will 
not  survive  long  in  its 
present  form."  Bill  Gates 
and  Pete  Higgins  have 
both  told  me  that 
Microsoft  is  pleased  with 
Slate  and  there  is  no 
change  in  the  company's 
commitment  to  it. 
-Michael  Kinsley 
Editor 
Slate 
Redmond,  Wash. 

Archimedes'  lessons 

Sir:  Re  "Archimedes  on 
Wall  Street"  (Oct.  19,  p. 
52).  The  staggering  losses 
generated  by  the  genius- 
es running  Long- 
Term  Capital 
Management 
calls  to 


mind  the  observation  of  a 
Las  Vegas  pit  boss,  upon 
being  advised  it  was  possi- 
ble to  beat  the  house  at 
blackjack  by  card  counting^ 
"We  send  limos  for  guys 
with  systems." 
-Joseph  A.  Ferry 
West  Chester,  Pa. 

Sir:  "Leveraged  poker"  is 
too  mild  a  rebuke  for  the 
Meriwether  gang.  The  cor- 
rect leverage  effect  in  Mr. 
Lenzner's  example  is 
understated  by  a  factor  of 
10.  Buying  $1  million 
worth  of  Treasury  strips  on 
$10,000  in  margin  increas- 
es the  percentage  return  or 
vour  monev  by  a  factor  of 
100— from  0.5%  (not 
5%)  to  50%. 
-Garnett  L.  Bradford 
Clemson,  S.C 

CotTect.  We  regret  the 
error.  -Ed.  ■ 


Lettsn  should  include  the  author'! 
address  and  phone  number. 
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ntroducing  Personal  Pages™  from  Day-Timers-up  to  100  entries 
)f  your  choice,  custom-printed  just  for  you.  That  means 
tout  planner  can  be  as  individual  as  you  are. 

At  Day-Timers  we  provide  all  the  tools  necessary  to 
nake  your  life  better-organized  and  more  productive.  After 
ill,  your  life  isn't  like  anyone  else's. 


m  DAY-TIMER 


r^  s*"  «s*e^e>  <wt>t<Z^  t^tyx^ 

Order  your  1999  Personal  Pages  Planner  today.  Call  1.800.225.5005 
visit  us  at  www.daytimer.com.  Personal  Pages  are  also  available  at  these 
office  products  retailers  or  through  your  office  products  dealer. 


Office 

DEPOT 


OfficeMax' 


Portability 


Style.  Never  before  has  a  computer  so  elegantly 
streamlined  offered  such  formidable  power.  Presenting 
Portege"-  301  OCT.  A  sculpted  sliver  of  magnesium- 
alloy  casing.  Concealing  the  greatest  capabilities 
Toshiba  has  ever  offered  in  a  portable  this  compact. 
It's  the  executive  privilege  with  a  very  practical  purpose. 


Size.  It's  the  ultimate  traveling  companii 
arely  three-quarters  of  an  inch  th I 
Under  3  lbs.  light.  Portege  3010CT  trav 
discretely  wherever  you  go,  yet  it  off' 
features  like  a  full-sized  keyboard  anc 
generous  10.4"  TFT  active  matrix  displ| 


©1998  Toshiba  America  Information  Systems,  Inc   Portege  a  a  trademark  of  Toshiba  America  Information  Systems.  Inc   "3600  KB/s  maximum  data  transfer  rate.  Intel  Inside  logo  and  Pentium  are  registers     <*,.. 
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The  perfect  balance. 


Performance. 


Power.  Portege  301  OCT  is  ready  for  virtually 
anything.  An  Intel  Pentium"  processor 
with  MMX'"  technology,  266MHz.  A  4.3 
billion-byte  hard  drive.  32MB  of  high  speed 
EDO  DRAM  and  a  128-bit  NeoMagic'" 
graphics  controller.   Plus  a  56K  modem. 


Expansion.  The  possibilities  are  endless. 
With  an  optional  lightweight  battery,  two  PC 
Card  slots,  an  optional  PC  Card  24X*  CD-ROM 
and  standard  port  expander.  It's  the  ideal 
balance  of  portability  and  performance.  Call 
1  -800-TOSHIBA  or  click  on  www.toshiba.com. 


TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 

3  trademark  of  Intel  Corporation.  All  products  and  names  mentioned  are  the  property  of  their  respective  companies.  All  specifications  and  availability  are  subject  to  change    All  rights  reserved- 


SOME  THING     YOU  REMEMBER 


I  A  LIFETIME 

This  is  the  power  behind  a 

service  or  recognition  award  from  Tiffany: 

Affordable  designs  that  always  create  an  exciting  Blue  Box  presentatioi 

Timeless  designs  that  are  treasured  for  years  afterwards. 

For  information  or  to  apply  for  a  business  account 
call  Tiffany  Corporate  Sales  at  800-770-0080,  ext.  10. 


Tiffany  &  Co. 


'With  all  thy  getting  get  understanding" 

Fact  and  Comment 


3y  Steve  Forbes,  Editor-in-Chief 


WHO  WELL  BE  THE  CZAR  FOR  RUSSIAN  RELIEF? 

i  Mosx  OW-BOUND  Western  reporters  are  finally  discover-  President  Clinton  will  undoubtedly  make  a  well-publi- 

ng,  tens  of  millions  of  Russians  are  on  the  brink  of  ruin,      cized  gesture  of  shipping  some  grain  and  then  fob  off  fur- 
ther efforts  on  existing  international 


[hey  can't  buy  clothes  or  food.  Disease  is 
ampant.  Tuberculosis,  for  example,  is 
xcoming  endemic  in  more  and  more  of 
Uissia.  The  country  needs  massive  emer- 
;ency  supplies  of  food  and  medicine  from 
he  West.  In  the  early  1920s,  Herbert 
-loover  saved  millions  of  Russians  from 
tarvation  through  relief  operations  that 
xhibited  an  extraordinary  combination 
>flogistical  effectiveness  and  operational 
fficiency.  Hoover  had  performed  a  simi- 
r  miracle  for  Belgium  during  WW1, 
hen  German  occupiers  were  ready  to  let 
nillions  starve  to  force  the  British  to 
bandon  their  wartime  blockade. 


Hunger  and  despair:  We  must  move 
to  avert  starvation  in  Russia  now. 


relief  agencies. 

The  President  must  do  more.  If  he  is 
really  serious  about  preventing  this  famine, 
he  should  designate  an  individual  with 
Hooveresque  abilities  to  ramrod  this  mas- 
sive relief  effort,  a  person  who  will  have 
the  full  authority  of  our  government  to 
mobilize  and  direct  whatever  resources  are 
necessary  Several  names  come  to  mind: 
Colin  Powell,  Norman  Schwarzkopf,  Lee 
Iacocca,  Elizabeth  Dole  and  Peter  Ueber- 
roth. There  are  assuredly  others.  But 
time  is  literally  of  the  essence — for  life. 

Please  act  now,  Mr.  President. 


A  MIRACLE  AWAITS  TAX  CUTS  AND  DEREGULATION 


N  ["HE  NEXT  OK  API  or  so  Israel  should  become  one  of  die 
vorld's  top  economies  in  terms  of  per  capita  GDP  (it  ranks 
3rd  today).  Real  growth  rates  should  average  more  than 
%  a  \x.u.  Moreover,  this  expansion  won't  come  from  just 
laying  "catch-up,"  as  happened  with  many  Pacific  Rim 
ations.  It  will  be  fueled  primarily  by  high-tech  innovations. 

Israel  already  boasts  some  4,000  high-tech  firms,  with 
early  1 ,000  startups  annually,  more  than  in  any  other  coun- 
ry  except  the  U.S.  This  feat  is  even  more  astonishing  coming 
ona  an  economy  that  is  one  of  the  most  overtaxed  and  over- 
egulated  in  die  world.  Personal  income 
ax  rates  quickly  reach  50%;  there  is  a 
%  payroll  tax  for  social  security;  a  5% 

yroll  tax  for  health  care;  a  17%  value - 
dded  tax;  a  36%  capital  gains  tax — and 
ountless  other  exactions  and  fees, 
legulations  govern  everything  from 
iow  much  jelly  is  in  a  doughnut  to  the 
umber  of  matches  allowed  in  a  box. 

Why  the  high-tech  ferment?  One  of 
he  founders  of  Mirabilis,  a  software 
tartup  sold  in  June  to  America  Online 
ar  S287  million,  notes,  "You  don't 
eed  permission  to  write  software;  you 
lon't  have  to  petition  some  ministry 


SF  and  Ronald  Lauder,  chairmen  of  the 
U.S.  Advisory  Board  for  the  Prime 
Minister's  Jubilee  Business  Summit,  meet 
with  Prime  Minister  Benjamin  Netanyahu. 


for  a  license;  you  don't  have  to  worry  about  stepping  on  the 
toes  of  some  entrenched  firm  or  politically  connected  busi- 
nessman." Prime  Minister  Benjamin  Netanyahu  points  to 
diree  other  factors:  the  diorough  training  Israelis  receive  in 
the  military  (still  mandatory)  in  computers  and  electronics; 
the  highly  respected  institutes,  such  as  the  Weizmann  Insri- 
tute  of  Science;  and  the  thousands  of  well -trained  scientists 
and  engineers  who  have  fled  the  former  Soviet  Union. 

The  global  economic  crisis  underscores  other  Israeli 
advantages,  including  a  vibrant  democracy,  the  rule  of  law — 
particularly  individual  equality  before 
the  law — and  a  still  potent  can-do  tra- 
dition that  stems  from  the  way  the 
country  was  founded  and  its  survival 
against  seemingly  impossible  odds. 

Other  pluses:  In  the  mid-1980s  the 
country  had  an  inflation  rate  of  450%; 
it  is  now  7%,  and  if  Jacob  Frenkel, 
governor  of  the  central  bank,  has  his 
way,  it  will  go  even  lower.  Exchange 
controls  have  been  removed.  Gov- 
ernment spending  has  been  reined  in. 
Finance  Minister  Yaakov  Neeman, 
with  the  prime  minister's  backing,  has 
no  difficulty  denying  Cabinet  col- 
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leagues'  spending  requests. 

Privatization  has  made  progress,  particularly  in  the  vital 
area  of  communications.  Currently  there  are  three  com- 
panies competing  in  the  cellular  phone  business — one 
reason  a  visitor  might  think  Israelis  are  born  with  a  cell 
phone  in  each  hand.  Long  distance  rates  are  affordable 
because  there  are  now  two  companies,  with  a  third  on  the 
way  in  a  few  months.  The  local  telephone  monopoly  will 
also  be  facing  competition  before  long.  Regional  cable 
companies  will  have  their  monopoly  broken  by  direct 
broadcast  satellites,  and  a  second  commercial  television  sta- 
tion is  slated  to  begin  operations.  Communications  Min- 
ister Limor  Livnat  is  a  resdess,  relendess  deregulator:  "We 
need  openness  because  there  is  no  way  to  predict  the 
course  of  technology.  A  smart  move  today  may  seem 
dumb  tomorrow.  Markets  must  sort  all  of  this  out." 

Other  privatization  projects  under  way:  Israel's  largest  bank 
(though  free-marketers  say  this  is  more  symbolic  than  real). 
Finance  Minister  Neeman  promises  the  second-  and  third- 
largest  banks  will  also  be  put  on  the  block.  El  Al  Israel  Air- 
lines Chairman  Joseph  Ciechanover  is  pushing  to  privatize 


Israel's  national  airline,  a  job  that  should  be  achieved  in  tr 
next  year  or  so.  Unions  are  opposed,  but  employees  are  eag< 
he  observes.  Israel's  electric  company  may  also  be  sol* 
although  there  is  no  firm  date.  Rigid  labor  laws  have  been  i 
least  partially  loosened  by  the  massive  influx  of  Russian  Jew 

But  Israel  still  has  a  long  way  to  go  to  truly  free  up  i 
economy.  A  Hong  Kong-style  flat  tax  would  do  wonde. 
here.  The  government  budget,  despite  progress,  consum< 
the  equivalent  of  55%  of  the  gross  domestic  product.  Pr 
mary  and  secondary  education  reforms  are  badly  needec 
Israel  can't  always  count  on  well-trained  immigrants  froi 
the  former  U.S.S.R  to  overcome  its  educational  deficier 
cies.  The  government  was  startled  a  few  months  ago  whe 
high-tech  companies  asked  for  permission  to  hire  2,00 
computer  programmers  from  India. 

With  genuine  deregulation,  privatization,  tax  simplifia 
tion  and  deep  tax  cuts,  Israel's  entrepreneurship  in  th 
high-tech  arena  could  spread  to  the  rest  of  the  econom 
quickly  lowering  the  8%  unemployment  rate.  The  country 
ensuing  prosperity  would  soon  be  emulated  by  neighboi 
ing  Palestinian  enclaves  and  now-wary,  hostile  Arab  state 


CAN  YOU  BELIEVE  THIS? 


The  Los  Angeles  public  school  system  is  openly  refusing 
to  teach  perhaps  as  many  as  100,000  kids  how  to  read. 
Educational  bureaucrats  are  in  a  snit  over  the  passage  of 
Proposition  227,  which  requires  non- English-speaking  stu- 
dents to  be  taught  English  as  rapidly  as  possible.  Immersion, 
after  all,  works  especially  well  with  children.  These  bureau- 
crats, however,  like  the  ineffectual,  but  budget-rich,  bilin- 
gual method,  so  they  have  decreed  that  kids  can't  be  taught 
to  read  until  they  become  fully  fluent  in  English — which, 

they  say,  may  take  a  couple  of  years.         

The  notion  that  youngsters  can't  be 
taught  reading  in  tandem  with  learning 
English  is  preposterous.  As  the  Los 
Angeles  Times  reported,  "A  survey  of 
numerous  studies  of  learning  to  read  in 
a  second  language,  conducted  at  the 
University  of  North  Carolina,  found 
that  children  learn  best  using  virtually 
the  same  methods — regardless  of 
whether  they  are  learning  in  their  native 
language  or  a  second  tongue."  Yet 
instructors  are  prohibited  from  teaching 


Children  can  learn  to  read  and  speak 
English  at  the  same  time — if  we  let  them. 


these  kids  how  to  read  in  English.  The  Times  gives  an  exan 
pie:  "Diane  Solomon,  a  kindergarten  teacher  in  Hollywoo 
[says],  'They  told  us  we  should  concentrate  on  oral  languag 
and  not  even  show  [kids]  the  written  language.'" 

Parents  and  elected  officials  should  not  give  in  to  thi 
crude,  blackmailing  attempt  to  undo  Proposition  227 
which  voters  overwhelmingly  approved. 

This  situation  underscores  why  we  need  school  choict 
making  schools  accountable  to  parents  rather  than  to  bureau 

cracies  and  unions.  If  a  school  were  no 

doing  the  job,  Mom  could  remov 
her  child  and  place  him  in  anothe 
school — public,  private  or  parochia. 
Parents  would  no  longer  feel  helpless 
Monopolies — in  business  or  educa 
tion — breed  irresponsibility'.  After  all,  i 
was  California  that  1 1  years  ago  thre\ 
out  the  tried-and-true  reading  methoi 
known  as  phonics  for  a  new,  faddis! 
method  called  whole  language.  Califbi 
nia  reading  scores  have  since  plunged  t< 
just  about  the  worst  in  the  nation. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  another  Forbes  eatery  expert,  Tom  Jones. 


•  Balthazar— 80  Spring  St.  (Tel.:  965-1414).  Once 
there,  it's  hard  to  believe  you're  not  in  Paris.  The  steak 
frites  are  classic;  sauteed  skate  is  faultless;  and  die  \inaigrette 
on  the  green  salad  could  have  come  straight  from  France. 

•  Park  View  Restaurant — Central  Park  Lake,  East 
Park  Drive  and  72nd  St.  (Tel.:  517-2233).  Not  easy  to 
find  for  those  unfamiliar  widi  the  park,  but  there  is  a  shut- 
tle bus  to  take  you  in — and  it's  worth  the  effort.  A  good 
bet  for  anyone  wanting  a  charming,  romantic,  unusual 
and  special  place,  serving  all-aroun     good  food. 

•  Bolo— 23  East  22nd  St.  (Tel.:  228-2200).  Bobby 
Flay's  Flatiron  district  Spanish  restaui  ant  is  a  delight.  For 


lunch,  try  the  appetizer  of  wild  mushrooms,  and  for  a  maii 
course,  grilled  tuna  salad.  For  dinner,  the  appetizer  of  friet 
squid  with  anchovy  vinaigrette  and  parsley  pesto,  and  th 
main  courses  of  shellfish  and  chicken  paella  with  saffron  rice 
chorizo  and  green  peas,  and  the  oven-roasted  lamb  shani 
widi  toasted  orzo  and  oven-dried  tomatoes  are  home  runs 
•  Nobu— 105  Hudson  St.  (Tel.:  219-0500).  Still  diffi 
cult  to  get  into.  The  presentation  is  as  beautiful  as  the  ser 
vice  is  impeccable — both  are  worthy  of  the  sublime  food 
Among  the  favorites:  the  Matsuhisa  specialty,  black  cod  vvitl 
miso;  fresh  yellovvtail  sashimi  with  jalapeno;  and  shrimp  an( 
lobster  with  spicy  lemon  sauce.  ■ 
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DINERS  CLUB, 

VOTED  #1  REWARDS  PROGRAM. 

OBVIOUSLY  FREQUENT  TRAVELERS 
EVEN  PACK  THEIR  WALLETS 
CORRECTLY. 


It  wasn't  surprising  when  the  readers  of  InsideFlyer  magazine  voted  our 
Club  Rewards -program  "the  best."  After  all,  everything  we  do  is  with 
the  needs  of  the  frequent  traveler  in  mind.  That's  why  our  rewards  program 
is  the  only  one  that  allows  you  to  earn  miles  that  can  be  redeemed  on  every 
major  U.S. airline.  With  no  mileage  cap  and  no  expiration  date.  Plus,  you  can 
redeem  your  rewards  for  free  hotel  stays,  vacation  packages,  or  name-brand 
merchandise.  And,  of  course,  the  Diners  Club  Card  is  welcomed  by  airlines, 
hotels,  car  rental  companies  and  millions  of  other  places  you  go.  So  call 
1  800  2  DINERS  today.  See  for  yourself  what  all  the  fuss  is  about. 
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I  Diners  Club 
9  International 
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BREAKING  THE  PLASTIC  MOLD. 


VOLVOS  HAVE  ALWAYS  FORCED  OTHER  CARS  TO  BE  SAFER. 
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THIS  ONE  WILL  FORCE  THEM  TO  BE  BETTER! 
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l/olvo  Cars  of  North  America.  Inp.  'Always  fcrn«mber  to  wear  your  seat  belt     www.volvocars.com  or  1-800-550-5658 
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THE  NEW  VOLVO  S80 

PROTECT  THE  BODY.  IGNITE  THE  SOUL. 


Other  Comments 


Source  of  Starvation 

Enough  food  is  available  to  provide 
at  least  4.3  pounds  of  food  per  per- 
son a  day  worldwide. 

Yes,  economic  forces  cause  hunger. 
[However],  the  true  source  of  hunger 
is  not  scarcity,  but  policy.  In  Russia, 
Asia  and  the  Third  World,  the  policies 
of  the  International  Monetary  Fund 
have  increased  hunger  by  wiping  out 
subsidies  on  basic  food  items. 

Hunger  is  quite  simply  the  prod- 
uct of  simple  human  decisions. 
-Peter  Rosset,  Chicago  Tribune 

Path  to  Prosperity 

Israel  [brought  its]  budget  deficit 
down  to  2.8%  of  GDP  in  1997  and 
is  aiming  to  reduce  it  further  to  1.5% 
by  2001.  Inflation,  too,  has  been 
reduced  drastically  and  could  be  cut 
further  in  the  same  time  frame. 

Still,  the  positive  steps  that  have 
been  taken  will  not  alone  propel  the 
economy  toward  the  goal  set  by  Prime 
Minister  Benjamin  Netanyahu  of  dou- 
bling per  capita  GNP  in  the  near 
future.  The  government's  share  in  the 
economy  has  been  brought  down 
from  72%  in  the  early  1980s  to  about 
55%  today,  but  that  figure  is  still  much 
higher  than  in  the  U.S.,  or  even  than 
the  European  average.  Privatization 
does  contribute  to  lifting  the  govern- 
ment's heavy  hand  off  the  economy, 
but  the  more  daunting  task  of  shrink- 
ing government  spending  has  barely 


begun.  Finance  Minister  Yaakov 
Neeman  is  not  proposing  to  reduce  the 
total  tax  burden,  only  marginal  rates: . 
Peace  may  be  a  prerequisite  for 
robust  growth,  but  the  ultimate  impact 
of  peace  will  be  when  economics 
eclipses  security  in  the  political  debate. 
-Jerusalem  Post 


It's  not  the  voting  that's  democ- 
racy, it's  the  counting. 

-Jumpers,  by  Tom  Stoppard 

Protect  Our  Privacy 

Instead  of  the  569  incomprehensi- 
ble forms  needed  to  comply  with  the 
Internal  Revenue  Code,  a  flat  tax  re- 
quires only  two  postcard-sized  forms. 
Today's  tax  code  gives  the  IRS  virtu- 
ally unlimited  ability  to  comb  through 
your  life,  forcing  you  to  divulge 
details  about  your  savings,  invest- 
ments and  assets.  If  a  flat  tax  is  enact- 
ed, all  these  intrusions  will  disappear. 
-Daniel  J.  Mitchell,  Heritage 
Foundation,  Washington  Times 

Don't  Choke 

We  are  now  entering  the  cold  and 
flu  season.  (Perhaps  it's  actually  one 
word,  one  disease:  coldenflu.) 

It's  also  the  season  of  pretending 
you  are  sick.  Everyone  who  has  ever 
phoned  the  office  [claiming  to  be] 
coming  down  with  coldenflu  knows 
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"Barking  at  the  mailman  doesn't  .take  you  a  media  watchdog.' 
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that  a  certain  amount  of  acting  is  re 
quired.  You  snortle  back  a  quart  c 
nasal  effluent,  or  cough  into  th 
phone  with  such  volume  and  velocit 
that  your  supervisor's  earrings  flutti 
on  the  other  end  of  the  line.  You  spe 
as  though  the  scabby  limbs  of  Deat 
Himself  are  clawing  at  your  door. 

Don't  overdo  it.  Don't  pretend  t> 
expire  while  talking  to  the  boss- 
Gack!  Uhh  (thud).  (Dial  tone.)  ThJ 
leads  to  an  uncomfortable  momen 
Monday  morning  when  someon 
new  is  at  your  desk. 
-James  Lileks,  Star-Tribune 
(Minneapolis-St.  Paul) 

Reform  Education 

The  government  mandates  that  poo 
parents  send  their  children  to  school 
that  fail  them  in  every  way.  These  insti' 
tutions  do  not  teach  them  how  to  read 
write  or  compute.  They  do  not  teack 
them  the  love  of  learning  or  the  joy  o 
overcoming  academic  challenges. 

I  am  not  anti-public  education.  I  an 
pro-child.  I  am  in  favor  of  the  maiii 
factor  that  makes  schools  work:  com 
petition.  Bad  schools  will  always  be  bai 
unless  someone  threatens  to  put  then 
out  of  business.  Frederick  Douglas 
said,  "Some  people  know  the  impor 
tance  of  education  because  they  havi 
it.  I  know  the  importance  of  educatioi 
because  I  didn't."  We  mustn't  let  ou 
children  remain  enslaved  to  ignorance 
-Representative  J.C.  Watts  Jr. 

(R-Okla.),  in  Hillsdale  College's 

Imprimis 

Corn  Flakes 

Every  year,  the  phones  at  [Lincoln 
shire,  111. -based]  Favorite  Brands  rinj 
off  the  hook  with  questions  abou 
candy  corn  from  Einsteins  across  th< 
country.  "How  do  you  make  them  intc 
those  teeny,  tiny  triangles?"  "If  I  ea: 
too  much,  will  my  jaws  stick  together?' 
"Are  candy  corns  made  of  real  corn?" 

Favorite  Brands  also  makes  red 
pink    and    white    candy    corn    foi 
Valentine's  Day.  We  think  this  is  s 
sure  sign  of  the  apocalypse. 
-Julie  Washington, 

The  Plain  Dealer  (Cleveland)     ■ 
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fiere  are 
evolutionary 

linkers. 


And  those  who  have  been  out  in  the  sun  too  long. 


Introducing  the  world's  first  and  only  guaranteed  network, 

How's  this  for  a  totally  far-out  concept:  Your  network  will  perform  to  your  highest 
expectations  and  the  vendor  will  be  there  to  back  it  up.  With  Cabletron,  you're  assured... 

1 .  More  than  twice  the  life  expectancy  of  all  competitive  products 

2.  Less  than  half  the  cost  of  ownership  of  all  competitive  products 

3.  Three  times  the  system  bandwidth  availability  of  all  competitively  priced  products 

4.  Less  than  half  the  cost  of  implementing  and  operating  all  competitive  networks 

5.  Less  than  half  the  cost  of  managing  all  competitive  networks 

If  you  can  find  a  networking  vendor  whose  products  beat  all  five  Cabletron  guarantees,  we'l 
service  that  solution  for  a  full  year.. .absolutely  free!  Now  that's  revolutionary.  That's  peace  of 
mind.  Only  from  Cabletron. 

Call  toll  free  o77-266-6282  for  more  information  or  to  find  out  the  name  of  your 
nearest  Cabletron  Synergy  Plus  reseller.  Also,  visit  us  on  the  web  at  www.cabletron.com. 
With  the  industry's  only  guaranteed  network,  what  do  you  have  to  lose? 
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The  Smart  Networking  Choice.  Guaranteed.' 


caBLeTRon 

SYSTems 


NIGHT  VISION  TECHNOLOGY  COLLECTS  LIGHT  ENERGY  VIA  A  PHOTOCATHODE. 


WHICH  THEN  RELEASES  ELECTRONS  INTO  A  MICROCHANNEL  PLATE,  WHERE 
THEY  ARE  MULTIPLIED  AND  ACCELERATED  ONTO  A  PHOSPHOR  SCREEN— 
WHICH  DISPLAYS  THE  RESULTING  ENERGY  AS  AN  INTENSIFIED  IMAGE. 


IN  DESERT  STORM.  THE  U.S.  ARMY 
ADOPTED  THE  SLOGAN  "WE  OWN  THE 
NIGHT"  BECAUSE  OF  NIGHT  VISION 
TECHNOLOGY. 


WE  ENGINEER  THE  SPACE-BASED 
INFRARED  AND  DIGITAL  IMAGING 
SENSORS  FOR  SATELLITES  THAT  TRACK 
THE  WORLDS  WEATHER  SYSTEMS. 


ITT  INDUSTRIES  IS  THE  WORLD'S 
LARGEST  MANUFACTURER  OF  PU 
FOR  WATER  TREATMENT  SYSTEM: 


www.ittind.com  or  call  i-soo-iin-info 


"When  a  child  is  lost  and  it's  dark  on  the  mountain, 
your  heart  breaks.  Last  winter  there  was  a  search 
and  rescue  team  following  this  snowboarder's 

-until  new  snow  fell  and  covered  them. 

But  our  Night  Vision  showed  his  tracks  through  the 
new  snow — so  they  could  still  follow  him!  Saved 
the  kid's  life.  We're  constantly  working  to  improve 
our  Night  Vision  viewers  and  to  make 
them  sturdy  and  reliable.  We're  not 
making  gadgets;  we're  making  the 
difference  between  life  and 
death." 

Lisa  L.  Miller,  Senior  Operations  Engineer, 
Roanoke,  Virginia 


CVERY  YEAR.  WE  PROVIDE 
^CONNECTORS  FOR  MORE  THAN  50 
MILLION  NEW  CELL  PHONES. 


ITT  INDUSTRIES'  PUMPS  PROVIDE 
FLOOD  PROTECTION  TO  NEW  ORLEANS 
AND  OTHER-COASTAL  CITIES  ALL  OVER 
THE  WORLD 
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ITT  Industries 


Engineered  for  life 
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WORKING   WITH 

PAR1BAS 


fig.i 

"if  you  are  not  my  father, 
I  wonder  who  is?" 


fig- 2 

'The  bigger  question  is: 

who  am  I?" 


Two  elephants  are  sitting  on  a  log. 

The  little  elephant  is  the  big  elephant's  son, 

but  the  big  elephant 

is  not  the  little  elephant's  father. 

How  is  this  possible? 


PARIBAS 
A  FORCE  IN 

GLOBAL 

CORPORATE 

BANKING 

Total  assets 
US  $290  billion 

Net  worth 
US$12  billion 

70%  of  revenues 

generated 
outside  France 


SIZE  IS  MISLEADING 

The  question  above  demonstrates  how  language  and  prejudice  can  make  us  leap  to  conclusions. 
Corporate  banking  is  particularly  rife  with  misconceptions. 

Few  realize,  for  example,  that  Paribas  with  total  assets  of  over  US  S2?0  billion  is  one  of  the  top 
three  banks  in  commodities  and  trade  finance  and  a  major  player  in  media  where  it  ranks  N°2  in  Europe. 

More  than  the  two  thirds  of  our  business  activity  is  concentrated  in  high  added-value  structured 
financing  and  in  growth  sectors  such  as  Projects,  Export,  Aerospace  and  Healthcare. 

Yet  to  some  people  who  view  banking  from  a  distance,  a  more  familiar  name  somehow  just  sounds 
bigger.  And  often  for  no  reason  at  all. 

Which  brings  us  back  to  that  log  and  those  elephants  and  the  moral  of  this  story  which  is 
"never  assume". 

We  assume  that  because  we  say  "big  elephant"  it  must  be  male.  In  fact,  the  big  elephant  is  the 
little  elephant's  mother,  http://www.paribas.com 


rARIBAS    Thinking  beyond  banking 


nc 

61 


- 


. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


TAIWAN  TODAY 


Thk  first  THING  TO  note  about  Taiwan,  which  Kip  Forbes 
and  I  visited  in  mid-October,  is  the  strength  of  its  econo- 
my, remarkable  at  such  a  time  of  economic  turmoil  in  Asia. 

Many  Taiwanese  officials  and  businessmen  are  disap- 
pointed in  their  country's  performance  because  die  growth 
in  GDP  fell  from  6.8%  in  1997  to  around  5%  this  year.  Next 
year  it  is  expected  to  reach  5.3% — grounds  for  celebration 
in  many  countries.  The  value  of  Taiwan's  currency  has  also 
declined,  but  by  less  than  those  of  most  of  its  neighbors. 
This  has  meant  some  reduction  in  the  country's  competi- 
tiveness, but  Taiwan's  trade  surplus  is  estimated  to  reach  $7 
billion  by  year's  end,  and  it  has  huge  foreign  exchange  re- 
serves— the  third  largest  in  the  world. 

In  the  first  nine  months  of  1998, 
inflation  has  been  1.3%.  Labor  unit 
costs  are  still  low,  so  Taiwan  can  keep 
its  production  costs  at  competitive 
rates.  Unemployment  in  1997  was 
only  2.7%.  One  reason  Taiwan  has 
tared  better  than  its  neighbors  have  is 
that  Taiwan's  growth  is  almost  entire- 
ly because  of  domestic  consumption 
and  investment  expenditures. 

So  does  Taiwan  have  nothing  to 
worn  about?  Not  quite.  Externally, 
the  continued  economic  w  eakness  in 
Asia  is  bound  to  reduce  Taiwan's 
growth.  Mainland  China  continues,  from  time  to  time,  to 
us©  language  and  actions  designed  to  instill  fear  in 
Taiwan — but  nothing  nearly  as  crude  as  its  1995  and 
1996  missile  firings  into  Taiwan's  waters. 

Many  are  worried  about  President  Clinton's  sellout  of 
Taiwan  during  his  nine-day  trip  in  June  to  China.  Mr. 
Clinton  adopted,  in  toto,  the  People's  Republic  of  China's 
position  that  there  could  be  no  independent  Taiwan  and 
that  Taiwan  could  not  be  a  member  of  any  organization 
requiring  "statehood"  for  membership.  This  violated  care- 
fully constructed  U.S.  policy  that  had  been  in  effect  since 
1972,  as  well  as  the  spirit  of  the  Taiwan  Relations  Act  of 
1979.  Incredibly,  it  also  violated  Mr.  Clinton's  own  state- 
ments made  in  January  and  the  Administration's  promises 
that  this  China  trip  would  result  in  no  U.S.  policy  changes 
affecting  Taiwan.  (When  it  was  suggested  to  Taiwan's  Pres- 
ident, Lee  Teng-hui,  that  Mr.  Clinton  must  have  thought 
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CWW  and  President  Lee  Teng-hui:  Taiwan 
remains  a  close  and  strong  friend  of  the  U.S. 


he  was  talking  to  the  grand  jury  when  those  earlier  promis- 
es were  made,  President  Lee  laughed,  but  not  heartily.) 
Most  of  Taiwan's  press  and  its  government  officials  have 
been  remarkably  restrained  since  this  sellout,  although  they 
have  objected  strenuously  to  the  idea  that  Mr.  Clinton  and 
China's  Jiang  Zemin  should  "settle  Taiwan's  future." 

Clinton's  cave-in  to  China  has  serious  consequences  for  all 
of  Asia,  not  just  Taiwan,  as  Richard  Halloran,  former  New 
York  Times  correspondent,  notes  in  the  Free  China  Review. 
■  "It  has  become  more  difficult  for  the  ROC  on  Taiwan 
to  negotiate  with  the  PRC  because  Beijing  believes  it  has 
gained  the  upper  hand  over  Taiwan. 

■  "It  has  caused  dismay  in  Japan,  long 
considered  to  be  the  main  ally  of  the 
U.S.  in  Asia,  and  in  India,  which 
asserts  tiiat  it  is  tiireatened  by  die  PRC. 

■  "It  has  caused  consternation  in  the 
U.S.  Congress,  where  the  Senate  and 
the  House  have  passed  resolutions, 
with  one  lone  dissent,  to  reaffirm 
American  support  for  Taiwan. 

■  "It  comes  as  die  PRC  has  shifted  tac- 
tics intended  to  intimidate  Taiwan;  in- 
stead of  die  tiireat  of  invasion,  the  Chi- 
nese menace  may  be  through  subver- 
sion, sabotage  and  electronic  warfare." 

Taiwan  was  somewhat  reassured 
when  Congress,  immediately  following  Clinton's  trip, 
voted  overwhelmingly  for  a  resolution  reaffirming  sup- 
port for  Taiwan. 

China  reopened  talks  with  Taiwan,  which  it  had  broken 
off  three  years  ago,  when  President  Lee  visited  the  U.S. 
The  talks  resumed  Oct.  14,  against  the  backdrop  of  the 
PRC's  having  stated  after  Clinton's  visit  that  it  hoped 
Taiwan  would  now  "face  realities." 

Reality — as  Taiwan  sees  it — does  not  mean  accepting  the 
latest  Clinton  reversal.  On  Dec.  5,  members  of  the  expand- 
ed Legislative  Yuan  and  the  mayors  for  Taipei  and  Kao- 
hsiung  will  be  chosen.  The  opposition  Democratic  Pro- 
gressive Party,  which  thus  far  has  stood  for  independence, 
may  well  make  significant  gains.  The  current  DPP  mayor 
of  Taipei,  Chen  Shui-bian,  is  running  for  reelection.  If  he 
wins,  he  will  likely  be  a  presidential  candidate  in  2000. 


Taiwan  remains  one  of  our  best  friends  in  the  Pacific. 
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Are  your  stars  in  optimal  alignment? 


Achieving  consistently  superior 
performance  takes  more  than  just 
brilliant  individuals.  Increasingly, 
the  most  successful  organizations 
are  those  that  align  their  talents 
in  order  to  shine  collectively. 

By  creating  links  among  all  vital 


components,  Andersen  Consulting 
can  help  transform  your  destiny. 
Throughout  the  world,  growth- 
minded  organizations  rely  on  our 
ability  to  integrate  their  strategy, 
technology,  process  and  people. 


Because  when  you've  got  the 


right  alignment,  there's  no  lirj 
to  how  high  you  can  go. 


Consulti 


Visit  us  at  www.ac.com 


Digital  rules 

Technology  and  the  new  economy 


By  Rich  Karlgaard,  Publisher 

publisher@tbrbes.com 


HOW  MICROSOFT 

The  Department  of  Justice's  grim  pursuit  of  Microsoft 
is  a  laughingstock  the  world  over.  The  software  giant  has 
reached  the  top  by  its  own  hard  work  and  wits.  America 
looks  to  be  the  land  of  crybabies  and  hypocrites:  We 
export  capitalism  globally,  while  trying  to  slice  off  the 
reproductive  organs  of  our  own  best  capitalists. 

Well,  forget  the  DOJ.  Microsoft's  golden  era  of  daz- 
zling growth  rates  and  frothy  multiples  is  coming  to  an 
end,  never  to  be  repeated.  The  glory  days  are  waning  in 
Redmond,  Wash.  Enjoy  them  now,  if  you  like  Microsoft. 
Be  patient,  you  Microsoft  haters!  Market  forces  will  soon 
deliver  what  you've  begged  the  DOJ  for — only  quicker 
and  cleaner — and  without  establishing  Luddite  legal 
precedents  u>r  worse,  toxic,  anticapitalist  resentments) 
hat  would  cripple  America's  world-beating  information 
technology  industry. 

Looming  Problems  on  the  Giant's  Horizon 

Windows  XT,  version  5.0,  was  supposed  to  ship  in 
June  1998.  But  Steve  Ballmer  (the  number  two  at 
Microsoft)  has  just  revised  that  date  to  anywhere  between 
June  and  October  1999.  That  means  the  release  of  NT 
5.0  will  be  too  close  to  the  year  2000 — and  its  attendant 

roblems — to  enjoy  widescale  adoption.  Most  corporate 
customers  will  wait  until  after  Y2K  to  switch  to  NT  5.0. 
Networking  and  communications  have   never  been 
Microsoft's  strong  suit.  The  company's  ballyhooed  bets 

n  the  new  infrastructure  paradigm — MSN  and  NT — 
have  been  slow  to  catch  fire.  Even  more  worrisome  for 
NT:  In  the  grand  scheme  of  building  a  network,  a  par- 
ticular operating  system  is  not  all  that  important.  Those 

n  the  front  lines  of  networking,  such  as  the  telcos, 
Internet  service  providers,  competitive  local  exchange 
companies  and  wireless  operators,  still  prefer  time-tested 
Unix  as  the  operating  system  for  networks.  (Prediction: 
Cisco  and  Lucent  may  become  the  biggest  threats  to 
Microsoft  over  the  next  five  years.) 

Thanks  to  the  Internet,  small  niche  companies  can 
reach  mass  markets  in  a  heartbeat.  Consider  Hotmail. 
Although  it  was  later  acquired  by  Microsoft,  Hotmail 
grew  very  large,  very  quickly.  It  acquired  7  million  users 
in  its  first  year  and  is  now  up  to  34  million.  Bill  Gates  is 
no  dummy,  quickly  grasping  that  Hotmail's  fantastic 
growth   was   something   he    couldn't   compete   with. 


COULD  BLOW  IT 

Microsoft  simply  could  not  catch  up. 

Had  Microsoft  not  acquired  Hotmail,  it  would  have 
been  beaten  at  that  game.  E-mail  and  other  communica- 
tions software  naturally  lend  themselves  to  hyper  growth 
at  large  volume,  says  Steve  Jurvetson,  the  venture  capi- 
talist who  backed  Hotmail.  Such  software  is  the  future  of 
computing;  ergo,  we  can  expect  to  see  more  ravenous  lit- 
tle critters  rising  up  to  bite  the  giant. 

"Ah,"  you  say,  "that's  the  point."  Microsoft's  using  its 
$280  billion  market  cap  and  $17  billion  cash  purse  to 
snap  up  Hotmail  only  proves  that  Bill  Gates  should  be 
chained  up.  Here,  I  agree  with  Microsoft's  critics.  The 
DOJ,  using  antitrust  law,  should  investigate  Microsoft's 
mergers  and  disallow  some  of  them — that's  what  the  law 
is  for.  So  go  for  it,  Joel  Klein.  Just  butt  out  of  telling 
Microsoft  how  to  write  software. 

■  Microsoft  is  likely  to  see  diminished  revenue  streams 
from  sub-$  1,000  computers.  That's  because  cheap  PCs 
— the  fastest-growing  computer  segment — ship  with 
cheap  software.  This  trend  could  dam  up  sales  for 
Microsoft  Office,  a  $295  package  that  accounts  for  a 
whopping  40%  of  the  company's  revenue. 

■  Talent.  Suppose  Microsoft  didn't  have  any  stock  op- 
tions— poof,  all  gone — and  had  to  compensate  all  of  its 
employees,  from  Bill  Gates  down  to  the  lowest-paid  stock 
clerk,  with  straight  salaries.  Microsoft  would  probably  have 
to  give  most  employees  a  salary  increase  of  at  least  50%. 
That  sounds  rich,  but  for  senior  management  and  techni- 
cal staff  a  50%  raise  would  not  be  nearly  enough.  Micro- 
soft would  have  to  pay  twice — and  in  some  cases  three, 
five  and  ten  times — that.  For  example,  at  what  salary  fig- 
ure's worth  do  you  place  a  Bill  Gates  or  a  Steve  Ballmer? 

Such  a  scenario  is  inevitable.  Microsoft's  empyrean 
$280  billion  market  cap  is  unlikely  to  double.  A  flat  stock 
price  will  trigger  a  downward  spiral.  The  company  will  be 
forced  to  pay  market-rate  salaries  for  its  vast  army  of  high  - 
I.Q.  workers.  Increased  costs  will  hit  earnings,  which  will 
snag  the  stock  price,  further  dampening  the  morale  of 
those  60-hour-a-week  Gatesians  who  slave  away  for  stock 
options.  The  lofty  valuation  even  now  threatens  the  com- 
pany's recruiting.  This  is  Gates'  number  one  worry. 
Microsoft's  bright  bulbs  have  always  been  the  company's 
greatest  asset.  But  now,  the  brightest  new  talent  wants  to 
join  startups  where  growth  potential  is  greater.  tm 
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Hi  TEXRCD'S  REIENTLE5S  PURSUIT  OF  ENERGY  PIMPED  NEW  EIFE  INTO  IN  HI  FIEEi 


After  100  years,  California's  Kern  River  oil 
field  needed  a  little  help.  There  was  oil,  but 
there  was  no  way  to  get  it  out  because  it  was 
hidden  in  layers  of  rock  and  sand. 

Then  Texaco  came  up  with  a  new  way 
to  use  a  process  called  multi-zone  steam 
flooding.  Steam  heated  the  oil,  separating  it 
from  the  earth  so  it  could  be  pumped  to  the 


surface.  And  today,  a  field  that  was  nearing 
retirement  age  is  producing  millions  of  new 
barrels  of  oil. 

By  relentlessly  working  to  rejuvenate  oil 
fields  everywhere,  we  can  now  get  astounding 
amounts  of  additional  energy  to  keep  the 
world  running.  Not  even  a  plastic  surgeon 
could  work  that  kind  of  magic. 


t 


Ig  1 398  Texaco  Inc. 
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Visit  www.texa 
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Remember  how  you  bawled  when  they  shot 
Old  Yeller  in  the  Disney  movie?  Well,  Old  Yeller 
lives!  A  task  force  seeking  to  create  pet  clones  is 
currendy  on  the  case.  This  is  no  joke.  Three 
months  ago  a  $2.3  million  commitment  from  a 
U.S.  millionaire  who  wishes  to  remain  anony- 


In  praise  of  industry 


Those 
lauded  for 
their  hard 
work  were 
undaunted  by 
difficulties. 


Some  experts  preach  that  when  it  comes  to 
raising  children,  ego-stroking  is  the  main 
thing.  Make  them  "feel  good  about  them- 
selves," and  they  will  do  the 'rest.  As  you  may 
have  suspected,  that's  a  lot  of  nonsense. 
According  to  a  study  published  recently  in  the 
American  Psychological  Association's  Monitor, 
children  constantly  told  how  smart  they  are 
will  despair  more  quickly  than  kids  who  only 
get  praised  for  being  industrious. 

Researchers  Claudia  Mueller 
and  Carol  Dweck  of  Col- 
umbia University  scruti- 
nized the  test  results  of 
more  than  400   fifth- 
graders.    They    first 
gave      students      a 
simple    set   of  math 
problems,  which  all 
of  the  students  aced. 
Afterward,  some  of 
the     children    were 
praised      for      their 
smarts,  others  for  their 
hard      work.      Then 
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mous  gave  birth  to  a  joint  venture  between  Texas 
a&m  University  and  the  San  Francisco- based  Bio 
Arts  &  Research  Corp.  (barc).  It's  called  the 
Missyplicity  Project  because  the  project's  first 
objective  is  to  clone  the  mysterious  moneybag's 
1 1  -year-old  pooch,  Missy. 

As  a  first  step,  the  joint  venture  is  building  a 
tissue  bank  for  the  mouth  and  skin  cells  of 
today's  Old  Yellers.  When  they  finally  get  the 
hang  of  the  cloning  process,  they  can  use  those 
cells  to  fashion  a  virtually  identical  copy.  "The 
effort  is  focused  on  preserving  cells  for  future 
cloning,"  said  Dr.  Duane  Kraemer,  a  biologist 
with  Texas  a&m,  which  runs  one  of  six  labora- 
tories in  the  country  dedicated  to  cloning 
research.  "That's  where  the  first  commercial 
opportunity  [for  pet  cloning]  is."  Interested  pet 
owners  will  be  able  to  purchase  a  pet  tissue  kit 
from  the  project's  Web  site  (www.missy  plici- 
ty.com).  The  kits  will  most  likely  be  made  avail- 
able some  time  within  the  next  few  years  and  will 
probably  cost  under  $1,000.  Cell  storage  fees 
should  run  $50  to  $100  a  year  after  the  first 
year.  This  could  be  big  business,  barc  President 
Louis  Hawthorne  says  dozens  of  people  are 
inquiring  daily  about  cloning  and  tissue 
preservation. 


the  researchers  gave 
the  children  a  more 
difficult  set  of  problems  on 
which  they  all  floundered. 
Depending  on  what  kind  of 
praise  they  had  earlier 
received,  the  researchers 
found  the  kids  reacted 
very  differently  to 
their  failures.  Those 
who  had  been  lauded 
for  their  hard  work  were  undaunt- 
ed by  their  difficulties.  They  even 
relished  the  challenge  posed  by  their  less- 
than-perfect  performances.  Apparently  it  gave 
them  an  opportunity  to  demonstrate  the  per- 
severance that  had  won  them  praise  in  the 
first  place.  Those  who  had  been  praised  for 
genius,  however,  reacted  gloomily  to  the 
tasks  that  proved  over  their  heads.  "It's 
almost  intuitive  that  praising  intelligence  will 
boost  self-esteem,"  Dweck  commented.  "But 
in  fact  praise  for  intelligence  alone  creates  a 
feeling  of  vulnerability  and  an  unwillingness 
to  take  risks."  ■■ 
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The  Forbes/Bridge  Economic  Forecast 

Edited  by  Shlomo  Z.  Reifman 

4-wk 

Actual 1998  est %chg 

HE  U.S.  ECONOMY  last  year          latest           mean        high        low      in  mean 

Automobile  sales  (mil)  (5,5             15.6*sept        H^          15.7        12.C L„dML 

Capacity  utilization  (%)  83.3            81.1  sept        81.5          82.1        80.4       -0.1 

New  housing  starts2  (thou)  1,475           1,576*sePt       1,539         1,593       1,450       -0.1 

Retail  sales  ($hii)  "^552           ^M^ept       2.473         2.693       2.300          NA 

Trade  balance' |^q  ..-1.10.7 -14?s*!ia - .  -J.9M ...  -1.20,0. .  -252,0 ....  -2  j : 

Unemployment  rate  (%)  4.7              4.6  sept          4.6            5.0          4.2       -0.4 

Gross  domestic  product  (%)  3.9               1.82nd qtr        3.1             3.6          2.5         0.4 

Vnflation 

CPI  services  (unadjusted)  (%)_  2.7              2.7  sept          2.6             11.        2.2 1       — 0L8 

.  CPI  total  Junadiustedl .(%).  j_7~ __!:?*!» )£ Jkl [-■ dld_. 

Onterest  rates 

30-year  Treasury  yield  (%)  5.92              5.14             5.31          6.00       4.90       -0.9 

3-month  Treasury [yield  (%}  5.35  "  197  4~83  5.42       420 -iVo" 

©RICES 

CRB-Bridge  spot  indexes  271.80          254.72          243.33          270       210          0.7 

Goid  per  troy  ounce  ($)  "  288.80  292.10 282.00  295       255  0.4 

dil/bbl  W  f exaVlritermediate  ($  j ""  ""  17.63           13.78            15.80           18         13          0.3 

Currency 

German  marks  per  dollar  1.80              1.64              1.75         1.85        1.62       -0.4 

Yen  per  dollar  130" iTs  134 160         iTs      -2.4" 


^pEDERAL  FUNDS  WATCH  Next  Federal  Reserve  meeting:  Nov.  17, 1998 
Current  rate  5.00%  Last  action:  Oct.  15, 1998     -25  basis  points 

Likelihood  of  shift  in  interest  rates  in  the  next  90  days  by  the  Federal  Reserve 


Very  likely 


Possibility  of  decrease  or  increase 


Very  unlikely 


Estimates  are  contributed  by  leading  economists,  who 
surveyed  biweekly  by  Bridge  Information  Systems 
Forbes  magazine.  Consensus  forecasts  as  of  10/22/98.1 


According  to  Richard  Berner,  chi 
economist  at  Mellon  Bank,  the  decli 
in  corporate  profits  in  the  third  qua 
ter  will  soon  lead  to  a  sharp  drop 
capital  spending.  How  sharp?  In  tl 
second  quarter  of  1998  capital  spen 
ing  grew  at  a  12.8%  annualized  rat 
By  the  second  quarter  of  next  ye 
Berner  expects  businesses  to  scale  ba 
their  purchases  of  plant  and  equipme 
to  a  paltry  2.1%  annualized  increas 
Berner  predicts  that  in  an  effort  i 
head  off  recession  the  Federal  Reset? 
will  cut  short-term  rates  (federal  fum 
rate)  to  as  low  as  4%  within  the  next  s 
months,  but  he  doesn't  think  that  w 
be  enough.  His  forecast:  by  the  fourt 
quarter  of  next  year  annualized  GDP 
only  1.8%,  compared  with  3.7%  durir 
the  same  period  in  1997. 

SPECIAL  FOCUS 


Trade  deficit 

(Sbil) 


SONDJ     FMAMJ     JA 

August's  $16.8  billion  trade  balance 
deficit  for  goods  and  services  raises 
the  year-to-date  deficit  to  $109.9  bil- 
lion—nearly as  much  as  all  of  1997. 
FoRBES/Bridge  economists  expect 
this  imbalance  to  increase  by  anoth- 
er $90  billion  by  December. 


FORBES  INDEX  (1967,100)   Current:  302.2t  Previous:  301.1** 
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Current        Previous        Change 
128.7  129.0  -0.2% 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  eight  equally  weighted 
elements:  the  cost  of  services  relative  to  all 
consumer  prices,  the  level  of  new  orders  for 
durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new 
housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales 
and  total  consumer  installment  credit. 


Our  Web  site,  www.forbes.com,  has  daily 
updates  on  economic  estimates  and  detailed 
information  of  Forbes  Index  components. 


•Twelve  months.  'Autos,  light  and  heavy  trucks  including  imports,  'total  single  and  multiple  family,  seasonally  adjusted.  ^Excluding  auto  sales,  annualized  and  seasonally  adjusted. 

'Total  goods  and  services,  annualized  and  seasonally  adjusted.  'Percent  of  civilian  labor  force.  6Quarter-to-quarter  percent  change,  annualized.  NA:  Not  applicable.  Source:  Bridge  Information  Systems 
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A  promise  that  some  reelings  just  can't  he  expressed  with  words. 


A  promise  the  most  priceless  art  or  all  helongfs  on  a  rerrigferator. 


A  promise  to  provide  you  with  more  than  just  a  set  or  crayons. 


fe  help  you  keep  your  promises."  For  more  than  145  years,  people  across  America  have  relied  on  us  to  insure 
?ir  lives  ana  financial  future. With  over  $160  billion  in  assets  under  management  and  excellent  ratings, 
issMutual  and  its  subsidiaries  have  the  financial  strength  to  help  families  and  businesses  keep  their  promises, 
r  expert  guidance  or  for  career  opportunities  in  sales,  call  your  local  MassMutual  professional  or  1-800-272-2216. 

MassMutual 

The  Blue  Chip  Company SM 

e  Insurance  ♦  Disability  Income  Insurance  *  Annuities  ♦  Retirement  Services/ 40  l(k)  Plans  ♦  Investment  Management 

©1998  Massachusetts  Mutual  Life  Insurance  Co..  Springfield.  MA  01111    http  //www.massmutual  com    Securities  products  and  services  offered  through  MML  Investors  Services,  Inc  ,  a  MassMutual  subsidiary. 
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■sMgitWMi  Leon  Black  relishes  lending 
to  people  other  lenders  shun.  He's  a  natural 
for  the  subprime  lending  business. 

Willing  lender 
of  last  resort 

By  Seth  Lubove 


Drexel  Burnham  veteran  Leon 
Black,  47,  got  rich  prospecting  for 
bargains  in  smoking  ruins:  The  New 
York  City  native  built  his  $7-billion- 
plus  corporate  empire  by  buying 
cheap  junk  bonds  of  busted  compa- 
nies in  the  wake  of  the  1990  collapse 
of  the  junk  bond  investment  house 
that  had  employed  him  (Forbes, 
Mar.  14,  1994). 

Thus  eyebrows  shot  up  last  year 
when  the  junkman  Black's  Apollo 
Management  LP  paid  a  premium — 
and  in  cash — for  Weyerhaeuser  Co.'s 
mortgage  business.  He  paid  $192 
million.  "The  price  will  shock  the 
market.  It's  very  high,"  a  Weyer- 
haeuser official  boasted  at  the  time. 

As  it  turns  out,  Black  knew  exact- 
ly what  he  was  doing.  Apollo  quick- 
ly sold  off  such  odds  and  ends  as  an 
insurance  agency  and  the  larger 
prime  mortgage  business  to  focus 


Leon  Black 

Dubious  debts  =  big  profits. 
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A  bull  market  in  blemished  credit 

Company/location 

6  mos  '9 

% 
change 

8          6  mos  '97 

ftnrifl 

i*nwj 

Associates  Home  Equity/Associates  Finl  Svcs/lrving,  Tex. 

$2,000 

$1,572 

27% 

WMC  Mortgage  (Leon  Black)/Woodland  Hills,  Calif. 

1,623 

582 

179 

FirstPlus  Financial  Group/Dallas.  Tex. 

1,313 

1,468 

-11 

Equicredit/Jacksonville,  Fla. 

1,236 

1,043 

18 

Money  Store/Sacramento,  Calif. 

1,172 

734 

60 

Option  One  Mortgage/Santa  Ana,  Calif. 

1,165 

747 

56 

Household  Financial  Services/Prospect  Heights,  III. 

1,100 

NA 

NA 

Long  Beach  Mortgage/Orange,  Calif. 

1,007 

667 

51 

New  Century  Financial/Irvine,  Calif. 

1,005 

462 

117 

Southern  Pacific  Funding/Lake  Oswego,  Ore. 

864 

495 

74 

NA.  Not  available. 

Source:  National  Mortgage  News, 

Scuff  up  your  credit  rating  and  you  may  end  up  turning  to  Leon  Black's 
WMC  Mortgage  Corp.  It's  now  the  second-largest  wholesale  subprime  loan  lender. 

SO 


exclusively  on  the  unit's  smallish  sub- 
prime  mortgage  lending  business. 

Black's  subprime  lending  business 
is  hitting  its  stride  just  as  others 
stumble.  Lending  to  folks  with  blem- 
ished credit  records  is  still  a  growth 
business.  Subprime  mortgage  origi- 
nations have  far  surpassed  the  growth 
in  total  mortgage  originations,  grow- 
ing 39%  last  year,  compared  with 
only  8%  for  all  mortgages;  they  made 
up  10%  of  total  mortgage  origina- 
tions in  1995,  over  20%  this  year. 

With  proper  credit  controls,  this 
business  can  be  immensely  profitable. 
Subprime  mortgages  produce  an 
average  gross  yield  of  10.5%,  com- 
pared with  6%  on  prime  loans. 

Within  a  year  after  buying  the  old 
Weyerhaeuser  operation,  Black  and 
the  company's  management  steered  iuni 
it  from  mostly  conforming  mortgages  $  R 
to  subprime  lending.  A  few  months 
later,  after  they  made  their  move,  jfeorro 
Southern  Pacific  Funding  Corp.  and  : 
Crimmie  Mae  Inc.,  big  players  in  the  jni  i 
risky  business,  filed  for  Chapter  11  X 
bankruptcy.       "We  %l 
have  an  opportunity    Tj  g 
to  grow  and  pick  up  ■   . 
market  share,"  says  w^ 
Scott  McAfee,  who  MfflOi 
runs      the      since-  j^ 
renamed  WMC  Mort-  T 
gage  Corp.  for  Black.  L;c 
"This  time  of  disar-  L 
ray  is  excellent." 

Black's   firm   has 
played  its  cards  per- 
fectly, rocketing  in 
about  18  months  to 
become  the  second 
fastest-growing  subprime  mortgagi 
lender    and    the    nation's    largest 
wholesale  originator  of  subprime 
mortgage  loans  from  outside  bro- 
kers. It  now  has  over  $6  billion  in 
outstanding  loans.   McAfee,  who 
brought  the  deal  to  Black  through 
mutual  acquaintance,  is  the  forme    I  \ 
head  of  consumer  lending  at  Securi     >;- 
ty  Pacific  Corp.  He  quit  the  ban 
when  Bank  of  America  took  over  in 
1992  to  run  a  big  California  escrow 
firm.    Learning    that    the    Weyer 
haeuser  unit's  parent  wanted  to  se 
the   business,  he  enlisted  Black' 
backing. 

Just  as  the  deal  was  closing,  th 


Subprime  lending  industry's 
growth  ($billions) 
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Sources:  Mortgage  Bankers  Association; 
NationsBanc  Montgomery  Securities 
estimates. 
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quasifederal  agencies  that  buy  pack 
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ages  of  conforming  mortgages  hiked 
the  required  credit  ratings  of  so- 
called  A  borrowers.  Thus  did  Fannie 
Mae  and  Freddie  Mac  demote  mil- 
lions into  the  subprimc  category  and 
into  the  arms  of  Black  and  the  other 
10%  lenders.  "This  business  isn't 
price  sensitive,"  says  McAfee.  "Bor- 
rowers are  far  more  concerned  about 
ust  getting  the  loan." 

Business  has  been  so  good  that 
McAfee  does  only  minimal  advertis- 
ng  and  scrapped  a  plan  to  open  a 
:elemarketing  center. 

In  short,  finding  customers  isn't 
difficult.  Controlling  risk  is  the  hard 
>art.  "People  that  end  up  in  the  sub- 
jrime  world  are  sometimes  forget- 
ul,"  says  McAfee,  delicately.  His  loan 
rollectors  are  relentless.  "Our  goal  is 
:o  make  sure  that  if  our  customers 
e  only  going  to  make  one  payment 

month,  it's  ours,"  McAfee  says. 
Sorrowers    get    several     monthly 

Black's  debtors  can  expect 
frequent  check-up  calls: 
ilf  our  customers  are  only 
going  to  make  one  payment 
i  month,  it's  ours." 


■hone  calls  to  check  up  on  their  sol- 
vency and  employment  status. 
McAfee:  "The  cost  of  someone 
koing  delinquent  [loans  average 
B92,000]  is  enormous  compared  to 
:j  few  dollars  spent  preventing  delin- 
quency." He  says  his  delinquencies 
Ire  running  at  the  industry  averages, 
Much  are  less  than  3%  for  the  top 
ilubprime  borrowers  and  against  15% 
lor  .the  worst  and  less  than  1%  for 
prime  mortgages. 

I  The  second  problem  is  finding 
l>uyers  for  the   paper.   Rivals  like 

•outhern  Pacific  Funding  and  First- 

Mus  Financial  Group  ran  into  trou- 
[j»le  in  large  part  because  big  investors 
J>egan  to  turn  up  their  noses  at  their 

isky  subprime  and  asset-backed 
» pper.  McAfee  and  Black  have  so  far 
Ipanaged  to  find  plenty  of  buyers. 
I  Recession  on  the  horizon?  That 
;  ould  actually  help  Black  and 
'  kcAfee.  It  may  drive  more  competi- 
tors to  the  wall  and  swell  the  army  of 

respective  borrowers.  ■■ 
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■EflHEOQI  The  music  moguls  are  fighting  Internet  piracy, 
but  they  won't  let  legitimate  Web  sites  transmit  their  tunes. 

The  Web  plays  on 


By  Nikhil  Hutheesing 

Every  day  tens  of  thousands  of  peo- 
ple download  music  from  the 
Internet  onto  their  PCs  without  pay- 
ing a  cent.  That  does  not  make  the 
performers  and  record  moguls  happy. 
But  Gene  Hoffman  Jr.,  23,  and 
Robert  Kohn,  41,  rely  on  a  technol- 
ogy that  lets  the  performers  and 
moguls  take  their  cut  and  still  use 
the  Internet  for  distribution. 
Customers  log  on  to  their  site, 
www.goodnoise.com,  call  up  the 
menu  and  click  on  the  tunes  they 


want.  At  99  cents  a  song,  the  cost  is 
about  the  same  as  a  15 -song  album 
purchased  at  a  record  store. 

The  music  can  be  played  back  over 
the  computer  or  by  connecting  the 
computer  to  a  stereo.  Or  it  can  be 
stored  on  a  CD  using  a  CD  recorder. 

Unfortunately  for  fans,  many  of 
the  songs  are  stuff  they  never  heard 
of.  Are  the  big  record  labels  signing 
on?  Not  on  your  life.  Recording 
contracts  are  based  on  groupings  of 
songs  or  albums  rather  than  on  indi- 


Tune  tools 

The  music  industry  may 
slow  it  down,  but  in  the 
long  run  migration  of  its 
business  to  the  Web 
cannot  be  stopped. 

Justin  Frankel,  20,  pro- 
vides software  that  makes 
it  possible  to  listen  to 
music  once  it's  saved  on  a 
hard  drive.  His  player, 
Winamp,  is  the  most  pop- 
ular on  the  Web,  down- 
loaded 100,000  times  a 
day,  for  free.  Frankel 
makes  his  money  by 
requesting  that  people 
who  use  Winamp  pay  a 
voluntary  $10.  He  also 
sells  advertising  space  on 
his  site. 

An  army  of  spare -time 
programmers  have  acces- 
sorized the  player  with 
around  300  plug-ins  and 


3,000  interfaces.  Frankel 
dropped  out  of  college  last 
year  and  started  focusing 
on  developing  a  business 
around  his  software. 
Michael  Robertson,  31, 


runs  www.mp3.com.  It 
offers  legally  download- 
able music  from  musicians 
willing  to  give  their  work 
away.  It  also  has  a  wealth 
of  information  about  the 


software  that  makes 
all  this  possible.  Robert- 
son says  he  gets  approxi- 
mately 100,000  visitors 
a  day. 

Hassan  Miah,  42,  runs 
Xing  Technology  Corp.  in 
San  Luis  Obispo,  Calif. 
Xing's  software  scans  CDs, 
strips  off  individual  songs 
for  downloading  and  then 
stores  them  on  a  hard 
drive.  Miah  says  he  has 
sold  more  than  1 0,000 
copies  of  his  software  this 
year. 

The  music  industry  isn't 
head  over  heels  about 
these  tools,  but  there  is 
little  it  can  do.  Developing 
and  selling  them  is  legal. 
But  using  them  to  distrib- 
ute music  without  reim- 
bursing the  record  label 
and  the  artist  isn't. 

-Josephine  Lee  tm 
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vidual  cuts.  Want  a  song  and  you 
must  buy  the  whole  album.  With 
GoodNoise  consumers  can  pick  and 
choose  only  the  songs  they  want. 
The  per-song  price  is  the  same,  but 
the  typical  ticket  is  smaller. 

GoodNoise,  which  plans  to  change 
its  name  to  Emusic  this  year,  is  a  threat 
to  a  system  geared  to  the  interests  of 
the  big  labels.  Distribution  by  the  six 
major  recording  companies — Sony 
Music,  bmg,  EMI,  PolyGram,  Warner 
Bros.  Records  and  Universal — is  done 
through  retailers  like  Tower  Records, 
which  guarantee  them  the  best  display 
and  shelf  space.  If  they  were  to  play 
ball  with  Internet  distribution,  they 
would  alienate  the  powerful  retailers. 

Which  leaves  GoodNoise  nothing 
to  offer  but  music  from  indepen- 
dents and  small  labels.  It  will  gross 
only  $1  million  in  revenue  this  year. 
To  raise  its  profile,  it  has  gone  pub- 
lic through  a  recent  merger  with  a 
Nasdaq  shell  company,  Atlantis 
Ventures.  Using  its  now-public 
stock,  it  announced  it  would  buy 
Nordic  Entertainment  in  Napa, 
Calif,  for  $6  million.  Nordic  has  a 
catalog  of  6,000  songs  by  1,000 
musicians,  including  Jimi  Hendrix, 


52 


Chuck  Berry  and  Billie  Holiday. 

GoodNoise  also  bought  Creative 
Fulfillment,  operator  of  the  Web  site 
www.emusic.com,  which  provides 
information  about  performers  and  a 
few  downloadable  songs. 

GoodNoise  uses  a  technology  that 
has  been  around  since  1991  called 
MP3 — short  for  Moving  Picture 
Experts  Group  Audio  Layer  3.  It 
was  developed  by  Karl-Heinz 
Brandenburg  at  the  Fraunhofer 
Institute,  a  research  lab  in  Erlangen, 
Germany,  and  was  eventually  made 
available  on  the  Web. 

MP3  crunches  large  music  files  into 
the  narrow  channels  of  the  Internet. 
Without  compression  a  4 -minute  CD- 
quality  song  takes  five  hours  to  down- 
load using  a  typical  modem.  With 
MP3  it  takes  just  nine  minutes.  On  a 
high-speed  corporate  line,  that  time 
can  be  cut  down  to  just  20  seconds. 

MP3  has  a  bad  rap.  The  music 
industry  hates  it  because  it  docs  not 
safeguard  music  by  encrypting  it. 
Pirates  use  MP3  to  scan  songs  off 
CDs  and  then  make  them  available 
on  the  Net  without  paying  royalties. 
GoodNoise  pooh-poohs  the  security 
problem.  Encryption  protects  for  a 


time,  but  in  order  to  play  back 
music,  it  must  first  be  decrypted. 
Once  that  happens,  there's  no  way 
to  stop  illegal  distribution. 

For  their  part,  GoodNoise's 
Hoffman  and  Kohn  offer  to  split  the 
99  cents  they  get  for  each  song 
50/50  with  the  music  company, 
after  deducting  costs.  But  until  they 
can  line  up  the  big  boys,  music  via 
the  Internet  will  be  for  small-time 
players  like  GoodNoise  and  pirates. 

Will  the  big  boys  relent?  Certainly 
the  Internet  is  too  big  for  them  to 
ignore.  The  only  other  way  to  selec- 
tively buy  tunes  over  the  Internet  is 
through  custom-CD  sites.  But  CDs 
have  to  be  made  and  then  sent  out 
via  the  mail,  which  takes  several 
days.  With  GoodNoise,  the  gratifica- 
tion is  near  instantaneous. 

Hoffman  and  Kohn  got  the  idea 
for  GoodNoise  in  1997,  when  they 
were  colleagues  at  Pretty  Good 
Privacy,  a  San  Mateo,  Calif. -based 
encryption  company.  They  worked 
on  developing  a  security  system  to 
transmit  music  over  the  Web  without 
inviting  piracy.  The  project  was  can- 
celed, but  Hoffman  and  Kohn  were 
struck  by  the  thriving  world  of  music 
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pirates  using  MPS.  "I  thought, 
'Geez,  music  on  the  Internet  will  be 
huge  someday,'"  says  Hoffman. 

Hoffman  knows  what  he  is  talking 
about.  He  worked  as  a  disc  jockey  for 
a  radio  station  in  North  Carolina  and 
ran  a  recording  studio  before  found- 
ing PrivNet,  a  company  that  created 
software  that  intercepted  ads  before 
they  reached  a  browser.  Kohn  was  an 
entertainment  lawyer,  wrote  a  book 


about  music  licensing  and  successfully 
defended  Borland  International 
against  a  copyright  infringement  suit 
brought  by  Lotus.  In  December  1997 
they  left  the  software  company  to 
found  GoodNoise  in  Palo  Alto,  Calif. 
Music  via  the  Internet  is  certainly 
an  idea  whose  time  has  come.  Soon  a 
new  portable  gadget  called  the  Rio 
will  make  downloaded  music  easy  to 
transport — no  CDs  needed.  The  gad- 


get has  up  to  64  megabytes  of  mem- 
ory, plugs  into  a  PC  and  can  hold  an 
hour  of  music.  Scheduled  for  release 
in  November  by  Diamond  Multi- 
media Systems  in  San  Jose,  Calif.,  Rio 
is  smaller  than  a  deck  of  cards,  has  no 
moving  parts  and  will  cost  just  $200. 
As  might  be  expected,  the  Recording 
Industry  Association  of  America  is 
trying  to  block  its  sale,  claiming  it 
encourages  piracy.  Bi 


Unlike  the  rest  of  East  Asia,  Thailand  is  dealing  forthrightly 
with  its  economic  problems.  It  is  setting  its  neighbors 
a  good  example. 

First  in,  first  out 


Bv  Andrew  Tanzer 


First  to  fall  among  the  Asian  eco- 
nomic dominoes,  Thailand  may  be  the 
first  to  recover.  In  the  Bangkok  office 
of  the  Financial  Sector  Restructuring 
Authority  (fra),  an  army  of  accoun- 
tants   from    Ernst    &    Young    sits 
hunched  over  their  computers.  The 
accountants  are  putting  the  finishing 
touches  on  a  database  of  20,000  com- 
I  mercial  and  corporate  loans  seized 
!  from  56  busted  finance  companies 
J  shut  down  last  year  by  the  Thai 
government. 


With  a  face  value  of  $12  billion,  the 
assets  will  be  auctioned  on  Dec.  2  and 
will  likely  fetch  only  about  20  cents  on 
the  dollar.  But  the  important  thing  is 
that  this  Southeast  Asian  nation  of  60 
million  is  dealing  forthrightly  with  its 
problems  of  asset  deflation.  Most 
importantly,  the  Thai  government  is 
starting  to  make  progress  in  restruc- 
turing and  recapitalizing  the  bankrupt 
financial  system  and  in  digging  out 
from  under  the  avalanche  of  bad  loans. 

As  the  Wall  Street  Journal  pointed 


out  recently,  there's  still  much  to  be 
gloomy  about:  The  economy  will  con- 
tract nearly  10%  in  real  terms  this 
year — and  may  shrink  again  in  1999. 
Nonperforming  loans  have  reached  a 
frightening  level  of  40%  of  total  loans 
and  are  still  rising. 

Nevertheless,  the  markets  seem  to 
be  clearing.  "The  economy  is  bottom- 
ing out  and  things  are  beginning  to 
stabilize,"  confirms  Thai  Deputy  Prime 
Minister  Supachai  Panitchpakdi. 

The  facts  bear  him  out.  Inflation 
and  interest  rates  are  steadily  falling. 
Export  volumes  are  up;  the  current 
account  surplus  will  exceed  10% 
of  GDP  this  year;  the  currency — the 
baht — has  strength- 
Jack  Rodman  ened;  the  stock 
scouts  out  market   is   perking 

Thailand's  fire  up.  Hotels  are  filling 
sales  for  bar-  up  again  and  incom- 
gain  buildings.  ing  foreign  direct 
investment  may  rise 
20%  this  year,  to  $6  billion. 

With  the  fresh  foreign  investment 
comes  foreign  managerial  and  techno- 
logical expertise.  England's  Tesco  pur- 
chased a  large  stake  in  a  Thai  super- 
market chain,  and  Switzerland's 
Holderbank  bought  25%  of  Siam  City 
Cement,  abn  Amro  and  Development 
Bank  of  Singapore  have  both  acquired 
majority  stakes  in  Thai  banks,  and 
Bank  of  Nova  Scotia  is  negotiating 
to  buy  a  third  one.  The  Bank  of  Thai- 
land has  retained  Morgan  Stanley  to 
sell  two  nationalized  banks — most 
likely  to  foreign  buyers — by  the  end  of 
the  year. 

Thais  are  remarkably  pragmatic 
people;  almost  alone  in  their  part  of 
the  world  they  managed  to  avoid  for- 
eign occupation  during  the  colonial 
period  by  shrewdly  playing  one 
would-be  conqueror  against  the 
others.  Perhaps  this  makes  them  less 
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fearful  of  foreign  investment  than  their 
neighbors.  In  June  GE  Capital  paid 
about  $530  million  at  auction  for 
a  car-loan  portfolio  with  a  face  value 
of  $1.1  billion.  GE  Capital,  which  has 
also  bought  credit  card  and  finance 
businesses  in  Thailand,  now  owns 
paper  covering  more  than  10%  of  the 
country's  autos.  In  August  Lehman 
Brothers  paid  nearly  $300  million, 
or  47  cents  on  the  dollar,  for  a  portfo- 
lio of  more  than  17,000  residential 
mortgages. 

"By  2002  Thailand  could  look  like 
Argentina,  with  half  of  its  banking 
assets  in  foreign  hands,"  comments 
David  Hale,  chief  global  economist  for 
Zurich  Group. 

David  Lyman,  an  American  lawyer 
long  residing  in  Thailand,  notes 
that  foreign  banks  will  introduce 
stricter  credit  controls  and  lending 
policies  based  on  cash  flow  and  credit- 
worthiness— rather  than  on  which  gen- 
eral you  have  as  a  silent  partner.  "For- 
eign ownership  will  eventually  change 
the  bad  old  habits,"  says  Lyman. 

"Thailand  is  moving  at  light  speed 
compared  to  Japan,"  comments  Jack 
Rodman,  managing  director  of  e&y 
Kenneth  Leventhal  Real  Estate  Group, 
who  estimates  that  during  Japan's  years 
of  dithering,  the  tally  of  problem  loans 
multiplied  from  $200  billion  to  $1.2 
trillion.  "Japan  is  absolutely  the  wrong 
model.  Thailand  is  moving  fast  to  write 
off  the  loans  and  clean  up  the  banks." 

Thailand  may  well  have  taken  as  its 
model  the  collapse  and  fairly  steady 
recovery  of  Texas  in  the  1980s. 
Vicharat  Vichit-Vadakan,  secretary- 
general  of  the  fra,  sees  his  key  role 
as  creating  a  market  for  distressed 
financial  assets  so  that  asset  repricing 
can  commence  in  Thailand.  "Our 
approach  is  to  return  these  assets  to 
the  marketplace  as  soon  as  possible," 
he  explains. 

By  the  end  of  this  year  the  Thai  gov- 
ernment will  have  enacted  modern 
bankruptcy  and  foreclosure  laws 
(under  the  old  law,  it  took  five  or  more 
years  to  foreclose  on  a  loan).  The  leg- 
islation will  favor  creditors  and  should 
accelerate  debt  restructuring  and 
market  clearing. 

The  country  that  led  the  way  into 
the  present  mess  is  presenting  t   e 
rest  of  Asia  a  model  for  getting  out  i 
the  mess.  ■ 
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Luxury  for  30  cents  on  the  dollar 


Jack  Rodman  peers 
inside  a  fancy  but 
deserted  high-rise 
granite  building  on  a 
prime  Bangkok  shop- 
ping street.  You  can 
still  see  the  faded  signs 
on  the  fronts  of  the 
dusty,  long-since-vacat- 
ed European  fashion 
boutiques  on  the  first 
floor.  But  Rodman  is 
looking  forward,  not 
back.  "I  want  to  bring 
the  Gap  or  Banana 
Republic  to  this 
space,"  he  says. 
Rodman's  firm,  Los 
Angeles-based  Kenneth 
Leventhal  Real  Estate 


Group,  learned  about 
making  money  from 
devalued  real  estate  in 
Texas  in  the  1980s;  it 
was  one  of  the  largest 
sellers  of  real  estate 
seized  by  the  Resolu- 
tion Trust  Corp. 
Rodman  later  helped 
create  the  market  for 
nonperforming  loan 
sales  in  Japan  and 
claims  to  have  repre- 
sented buyer  or  seller 
in  moving  Japanese 
assets  with  a  face  value 
of  $28  billion  (sales 
value,  $2  billion). 

Even  the  most  bust- 
ed piece  of  real  estate 


is  worth  something, 
and  Rodman  is  helpin 
find  out  what 
Thailand's  busted  real: 
estate  will  fetch  in  the 
current  market.  His 
outfit  makes  its  real 
money  by  bringing  in 
foreign  investors  and 
brokering  loan  work- 
out deals  on  nonper- 
forming property 
loans.  He  says  clients 
such  as  Blackstone 
Group,  $tarwood 
Capital  and  Colony 
Capital  are  interested 
in  investing.  "You  can 
buy  an  excellent  hotel 
in  Thailand  for  30%  o 
replacement  cost,"  he 
advises.  -A.T.  ■ 


■LTIttlKMi 

Moscow  has  reneged 

on  its  foreign  debts. 
Will  it  continue  to  honor 
the  czar's  obligations? 

Coupon 
clippers 


By  Cecile  Daurat 

In  1867  the  Russian  empire 
began  selling  bonds  to  build  railways 
and  develop  industrial  cities  like  Kiev 
and  $t.  Petersburg.  Thrifty  French 
citizens  jumped  on  the  gold-backed 
securities,  investing  $2  billion  in  the 
4%  to  5%  bonds,  a  better  interest 
rate  than  they  could  then  get  at 
home.  Big  money  for  those  days: 
The  1998  equivalent  would  be  $40 
billion. 

Then  the  Bolsheviks  ousted  the 
czar  in  1917,  and  for  80  years  the 
French  government  tried  in  vain  to 
collect.  Not  until  post-Communist 
Russia  readied  its  first  bond  issue,  in 
1996,  was  a  deal  struck:  The  French 
holders  of  the  gold-backed  bonds 


would  get  $400  mil- 
lion, far  less  than  the  $25  billion  th< 
claim  Russia  owes  them. 

$o  far  Russia  has  doled  out  $2C 
million,  of  which  the  latest  $50  mi 
lion  payment  came  Aug.  1 . 

The  next  installment  is  due  in  Fel 
ruary  1999.  At  a  time  when  Russia 
stiffing  Western  creditors  like  J. 
Morgan  and  Deutsche  Bank,  the  holt 
ers  are  keeping  their  fingers  crossei 
But  not  every  bondholder:  At  least 
few  preferred  to  use  the  engravt 
bonds  as  wallpaper  or  convert  the 
into  lampshades. 

At  roughly  $60  per  $1,000  bon 
they  make  handsome  decorations.    I 
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While  Pennsylvania's  biggest  health  care  system  expanded  its  way 
jto  bankruptcy,  its  directors  appear  to  have  been  sleeping  soundly. 

A  nasty  conglomerate 


By  Caroline  Waxier 

Exams  are  two  days  away,  and 
Jstressed-out  students  at  Mcr/Hahne- 
imann  School  of  Medicine  are  blowing 
,off  steam  by  hitting  Ping-Pong  balls, 
;iifting  weights  and  tossing  a  football. 
Just  another  college  scene  but  for 
•Jthis:  Philadelphia's  Mcp/Hahnemann 
lis  mired  in  bankruptcy.  Some  of  its 
Jtop  doctors  are  deserting,  including 
jmost  recently  the  prominent  orthope- 
dic specialist  group  led  Dr.  Robert 
JBooth.  Applications  for  the  class  of 
12002  have  fallen  17%  from  last  year, 
peeking  to  calm  furious  alumni,  stu- 
ident  and  alumni  liaison  Andrew  Klein 
'I  told  them  it's  the  same  old 
Hahnemann  and  MCP  you  went  to, 
.except  now  it's  owned  by  a  massive 
nasty  conglomerate  called  Allegheny 
Health  &  Education  Research  Foun- 


dation (aherf)." 

Medical  schools?  Conglomerates? 
The  sad  tale  begins  in  1986  with  the 
arrival  of  a  new  chief  executive  at  what 
was  then  called  Allegheny  Health  Ser- 

i  vices,  which  ran  the  venerable 
Allegheny  General  Hospital  in  Pitts- 

:  burgh.  Sherif  Abdelhak  had  arrived  in 
Pittsburgh  from  Egypt  in  1971  at  age 
25  and  landed  a  job  as  a  food  service 
coordinator  for  the  hospital.  He  rose 
through  the  ranks,  worked  briefly  at 
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Sherif  Abdelhak 
used  debt  to 
build  a  $2.3 
billion  health 
care  empire. 
Did  bondholders 
know  they  were 
also  paying  for 
his  million-dollar 
house? 


another  Pittsburgh  area  hospital  and 
was  recruited  back  as  Allegheny  chief 
executive  in  1986. 

Abdelhak  had  big  ambitions.  It  was 
a  period  of  hospital  consolidation,  and 
he  began  adding  new  hospitals,  even- 
tually acquiring  13  more.  He  also  cre- 
ated a  network  of  private  practices 
with  300  doctors  in  the  Philadelphia 
area,  whom  he  grossly  overpaid.  In 
1988  he  acquired  the  Medical  College 
of  Pennsylvania  and  in  1993  he  per- 


suaded Hahnemann  to  join  the  system 
to  create,  in  effect,  an  academic  med- 
ical center  chain. 

At  its  height  in  1997  Allegheny  was 
Pennsylvania's  largest  health  system, 
with  $2.3  billion  in  revenues,  30,000 
employees  and  more  than  a  million 
patients  per  year,  aherf  had  taken  on 
$1  billion  in  municipal  bond  debt 
peddled  by  firms  like  Merrill  Lynch, 
mostly  to  yield-reaching  mutual 
funds. 

aherf  had  nonprofit  status,  but 
Abdelhak  paid  himself  $1.2  million  in 
1997,  plus  low-cost  loans,  including 
the  use  of  a  $938,000  house  in  the 
tony  Pittsburgh  suburb  of  Sewickley 
Heights,  aherf's  corporate  jet  was  at 
his  disposal  for  trips  to  visit  aherf's 
Cayman  Islands-based  insurance  sub- 
sidiary. He  also  had  expensive  hobbies 
such  as  racing  Arabian  horses. 

All  the  while  hospital  occupancy 
rates  were  falling,  and  government 
and  insurance  company  reimburse- 
ments slowing.  In  1995  Moody's 
downgraded  one  of  aherf's  bond 
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issues  because  it  was  concerned  about 
the  chain's  rapid  growth.  None  of  this 
slowed  Abdelhak' s  tax-sheltered  busi- 
ness empire.  Longtime  accountants 
PricewaterhouseCoopers  didn't  seem 
to  mind,  either. 

Last  year  Abdelhak  bought  Gradu- 
ate Health,  a  three-hospital  system  in 
Philadelphia  that  came  with  $160  mil- 
lion in  debt.  He  went  on  acquiring, 
ignoring  a  1996  report  by  the  Penn- 
sylvania Economy  League  that  warned 
about  the  dismal  state  of  Philadel- 
phia's health  care  market. 

But  by  now  aherf  was  bleeding.  In 
fiscal  1998  aherf  is  estimated  to  have 
lost  SI 00  million. 

At  last  aherf's  board  woke  from  its 
sleep.  It  fired  Abdelhak  this  June,  and 
a  month  later  filed  for  bankruptcy.  The 
sec  is  investigating  .aherf,  and  the 
Pennsylvania  attorney  general's  office  is 
looking  into  whether  aherf  officials 
misappropriated  the  nonprofit's  chari- 
table gifts.  A  long  line  of  unhappy  cred- 
itors awaits,  an  estimated  80,000  namrs 
in  all,  including  the  Red  Cross,  the 
Philadelphia  Eagles  and  the  Sewickley 
Heights  Golf  Club. 

Meanwhile,  Pittsburgh's  venerable 

Mellon  Bank  got  paid 
before  Allegheny  filed  for 
bankruptcy.  Other  creditors 
were  not  as  fortunate. 


Mellon  Bank  emerges  with  some- 
thing of  a  black  eye.  Mellon's  chair- 
man, Frank  Cahouet,  currendy  chairs 
the  board  of  Allegheny  General  Hos- 
pital, aherf's  flagship  hospital.  Just 
about  90  days  before  the  conglom- 
erate filed  for  bankruptcy,  it  paid  a 
Mellon-led  consortium  $87  million 
in  loans  it  had  outstanding. 

Many  bondholders  won't  be  as 
lucky.  About  $400  million  of  the 
bonds  were  backed  by  bond  insurer 
mbia,  which  guarantees  timely  pay- 
nent  of  principal  and  interest,  and 
several  banks.  At  least  $160  million 
of  the  bonds  are  not  guaranteed  and 
some  are  now  being  offered  at  less 
than  25  cents  on  the  dollar. 

In  $eptember  the  bankrupt 
trustees  agreed  to  sell  8  of  aherf's 
13   remaining  hospitals   to  Tenet 


Healthcare  Corp.,  a  California-based, 
for-profit  hospital  network.  Tenet 
also  agreed  to  buy  Allegheny  Uni- 
versity of  the  Health  8ciences,  parent 
of  MCP/Hahnemann.  Tenet  paid  a 
total  of  $345  million. 

Of  the  proceeds  $60  million  is  ear- 
marked for  Allegheny  University,  which 
will  be  managed  by  Philadelphia's 


Drexel  University.  Drexel  also  gets  $£ 
million  from  creditors  to  help  run  il 
After  debtor-in-possession  financing  [ 
repaid,  only  about  $130  million  will  t| 
.available  for  all  the  other  creditors. 

About  the  only  ones  coming  oifl 
whole   are   the   4,000   students 
Allegheny  University.  They'll  get 
accredited  diplomas  on  time. 
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Look  out,  Beanie  Babies.  The  Meanies  are  out  to  get  you. 

When  imitation 
isn't  flattery 


By  Maura  Smith 

The  hottest  new  toy  isn't  exactly 
kid  stuff.  It's  a  line  of  stuffed  ani- 
mals, called  Meanies,  that  look  like 
Beanie  Babies  trapped  in  the  post- 
nuclear  age.  Among  the  characters, 
which  sell  for  $5:  Splat  the  Road 
Kill  Kat  (complete  with  tire  marks 
across  its  squashed  body),  Lucky  the 
Rabbit  (a  bloody  stump  sits  where 
his  foot  did  before  someone  made  a 
key  chain)  and  Hurley  the  Pukin' 
Toucan — we'll  spare  you  the 
description. 

These  lovely  critters  are  brought 
to  you  by  Stu  Lewis,  49,  Lance 
Kushner,  36,  and  Glenn  Rudin,  39, 
who  run  a  two-year-old  Manhattan 
toy  company  called  the  idea  factory 
(no,  they  don't  use  capital  letters). 
They  started  out  making  pretty 
tame  stuff — trinkets  for  Disney  on 
Ice  and  the  folks  who  produce 
Barney  the  dinosaur — and  losing  a 
litde  money  on  first-year  revenues  of 
$3.5  million. 

Last  year  they  hit  on  the  idea  of 
playing  off  the  success  of  Beanie 
Babies  maker  Ty  Inc.:  They  produced 
a  dozen  repulsive  creatures  in  a  "lim- 
ited" edition  of  25,000  of  each,  plac- 
ing them  in  300  mom-and-pop  gift 
stores  in  New  York,  New  Jersey  and 
Connecticut — often  right  beside 
Beanie  Babies. 

Sales  were  pretty  good.  In  only 
three  months  Meanies  produced  $1.3 
million  in  revenues.  This  vear  die  trio 


An  unrepentant  Mike  Bison 

Just  don't  give  Evander  Holyfield  one. 


is  looking  for  sales  of  $10  millio 
from  Meanies. 

Their  latest  creation?  "Adult  I 
stuffed  animals  called  Infamou 
Meanies.  There's  Mike  Bison  (a  bu) 
falo  nibbling  on  a  human  ear),  an 
Bull  Clinton — a  grinning  toro  wit 
red,  white  and  blue  shorts  dow 
around  his  hooves. 

This  stuff's  not  for  everybody! 
but  it  certainly  seems  to  have  struc 
a  chord.  Says  Kushner:  "We'r 
trying  to  get  away  from  politic: 
correctness."  ■ 
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/f's  not  exactly  Santa's  workshop, 
but  we  do  have  more  than  our 
usual  share  of  busy,  cheerful 
helpers  on  hand  this  time  of  year 
Forty  thousand  more.  All  helping 
out  with  your  cards  and  packages 
at  all  hours  of  the  day  and  night. 
What  joyful  tidings. 
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UNITED  STATES 


www.usps.com 


Major  credit  and  debit  cards  accepted 
at  most  locations. 


Luxury  and  performance  come  together  like  never  before. 
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3.5-Liter,  24-Valve  Engi ,  I 

4-Speed  Automatic  with  Grade  Logic  Conn  *■ 

Restyled,  Aerodynamic  Body  Des:  i; 

Newly  Designed,  Wider  Alloy  Whe 

4-Wheel  Independent  Double-Wishbone  Suspensi  t> 


The  new  Acura  RL. 


eather-Appointed  Interior  with  Rich,  Burled  Wood 
(   ose'  8-Speaker  Audio  System  with  6-Disc  CD  Changer 
f  ront  Seat-Mounted  Side  Airbags 

ailable  Acura  Satellite-Linked  Navigation  System'" 

'he  new  RL,  starting  at  $41,900 
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Male  labor  force 
participation 
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Who  will  support  the  baby  boom  generation 
as  it  reaches  65?  Is  Social  Security  headed 
for  bankruptcy?  The  solution  is  fairly  simple. 


Busters 
versus 

boomers 


is  is 

L 


By  Peter  Brimelow 


] 

01 


1997  labor  force 
participation  rate, 
less  workers  who 
are  also  in  school 


Nothing  is  certain  except  death  and  taxes,  said  Benjamin  Franklin.  But  what  aboi 
old  age  and  taxes?  The  1946-64  baby  boom  was  succeeded  by  the  1965-80  bab] 
bust.  Eventually,  the  boomers  will  retire.  Can  the  smaller  band  of  busters  pay  enougl 
taxes  to  support  the  retired  boomers? 

Our  chart  puts  the  problem  in  a  different  light.  Not  only  the  structure  of  the  pop 
ulation  is  altering — so  is  its  propensity  to  work. 

We  show  this  trend  by  looking  at  men  exclusively.  (Women's  historic  mass  entr; 
into  the  labor  force  during  the  last  50  years  would  distort  the  picture.)  Overall,  mali 
labor  force  participation  has  actually  fallen  in  this  period,  from  86.6%  in  1948  to  75/ 
in  1997.  Even  more  striking,  labor  force  participation  bv  men  over  65  has  collapsed— 
from  nearly  half  (46.8%)  in  1948  to  less  than  a  fifth  (17.1%)  in  1997.  Yet  oldsters  ar. 
certainly  more  able  to  work  in  1997  than  they  were  in  1948.  One  indication  of  men' 
improving  health:  Average  male  life  expectancy  has  risen  8  vears,  from  64.6  years  ii 
1948  to  72.6  years  in  1995. 

We  don't,  needless  to  say,  think  that  older  men  are  lazier  now  than  they  were  ii 
1948.  What  has  presumably  happened  is  a  change  in  incentives — transfer  payments 
marginal  tax  rates,  possibly  retirement  policies  all  encourage  older  males  to  adopt 
life  of  leisure. 


Ages  16-19 


20-24 


25-29 


30-34 


35-39 


40^4 


Labor  force  participation  rates  are  the  percent  of  the  civilian  poDulation  in  a  given  age  group  working  or  looking  for  work. 
Since  1957  they  have  been  calculated  for  five-year  age  intervals— i.e..  for  20-to-24-year-olds,  25-to-29-year-olds,  etc. 
Prior  to  1957  most  of  the  age  intervals  were  ten  years. 
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Even  a  slight  shift  in  labor 
orce  participation  for  older 
ncn  would  help  ease  the 
urden  of  the  baby  busters, 
fhis  is  because  there  are  more 
if  the  over-65s.  In  1948  only 
bout  7.8%  of  men  were  over 
>5;  in  1997,  10.7%. 

If  men  now  55  and  over  could 
•e  persuaded  to  stay  working  at 
948  rates,  6.3  million  workers 
v'ould  be  added  to  the  labor 
Dree — an  increase  of  4.6%.  That  reserve  army 
►■ould  swell  as  baby  boomers  reach  old  age. 

Another  way  to  ease  any  labor  shortage:  If  men 
ged  16  to  24  worked  at  1948  rates,  another  1.1 
nillion  workers  would  be  added  to  the  work 
arce.  And  our  figures  arguably  overstate  young 
nen's  true  labor  force  participation.  Amazingly, 
icarly  half  (44.5%)  of  16-  to  19-year-olds  who  are 
i  school,  and  nearly  two-thirds  (62.6%)  of  20-  to 
4-year-olds  who  are  in  school,  are  also  working.  * 
ome  in  the  older  group  may  be  putting  them- 
elves  through  college.  But  many  of  the  teenagers 
nust  be  high  school  students  working  part-time 
n  the  malls — voting  with  their  homework  hours  against  the  post- 
948  notion  that  everyone  should  stay  in  school  till  18.  Streamlin- 
ngthe  education  behemoth  could  also  help  support  the  nation's 
;rowing  army  of  retirees. 

As  William  A.  Jackson  puts  it  in  his  book  The  Political  Economy  of 
Population  Ageing  [sic]  (Edward  Elgar  Publishing,  1998):  "To  the 
xtent  that  the  'ageing  crisis''  has  been  socially  assembled,  it  can  be 
ociallv  disassembled."  tm 


Dramatic  fall  in  labor 
participation  by  older 


force 
men 


1948 


Research:  Edwin  S.  Rubenstein,  research  director,  Hudson  Institute,  Indianapolis. 
xJwinr@hii.hudson.org 
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Source:  Bureau  of  Labor  Statistics. 
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technologies — whether  for  one  PC,  or  an  enterprise — and  making  them  more  u  j 

Better  answers. 


•  able  for  more  people.  For  more  answers,  better  answers,  reach  us  at  www.compaq.com/power  or  1-800-AT-COMPAQ. 


Currency  fluctuations  are  playing  hell  with  world  markets  and  with  world  business.| 
Who  needs  all  those  silly  little  currencies? 


World  money 


An  interview  with  Steve  Hanke 
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Much  of  the  economic  turbulenc 
in  the  world  today  comes  from  wild 
unstable  currencies.  The  whole  Asi? 
thing  began  with  the  collapse  of  th 
Thai  baht  in  the  summer  of  199! 
The  hedge  fund  mess  is  also  large 
the  fault  of  currency  fluctuations.  VVT 
do  we  have  close  to  175  little  currei 
cies,  few  of  which  anybody  trusts? 

Forbes  columnist  and  economi 
Steve  Hanke  is  a  well-known  advc 
cate  and,  indeed,  architect  of  cu. 
rency  boards.  A  country  with  a  cui 
rency  board  ceases  to  have 
independent  monetary  policy  an 
for  all  practical  purposes  ceases  t 
have  its  own  currency.  It  ties  its  cu: 
rency  to  a  major  foreign  currency- 
today  either  the  U.S.  dollar  or  th 
German  mark. 

Take  the  Argentinean  peso.  It  sti 
exists  with  a  local  hero's  mug  on  i 
but  behind  every  single  peso  on 
U.S.  dollar  is  held  at  the  centr; 
bank,  which  has  been  stripped  ( 
most  of  its  old  powers.  Locals  an 
foreigners  can  freely  exchange  pesc 
for  greenbacks  at  a  permanent) 
fixed  one-to-one  rate.  Pesos  are  \'v 
erally  as  good  as  dollars  because  th 
Argentinean  central  bank  can't  prir 
an  additional  peso  unless  it  receive 
another  dollar  to  back  it. 

This  imposes  upon  the  currenc 
board  country  the  same  kind  of  disc 
pline  the  old  gold  standard  did 
currency  board  doesn't  do  away  wit 
economic  ups  and  downs,  but  it  do< 
eliminate  the  distortions  caused  b 
currency  fluctuations.  It  makes  cros; 
border  investing  a  lot  safer  and  mor 
predictable. 

Here  Forbes  Editor  James  V 
Michaels  quizzes  Hanke  on  ho1 
currency  boards  work. 

Forbes:  Steve,  why  do  we 
have  these  175  silly  little  curren 
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cies,  with  their  tendency  to 
destabilize  international  trade 
and  investment? 

Hanke:  Because  the  IMF  has  pro- 
moted the  idea  of  independent 
central  banks.  But  the  world  is 
moving  toward  having  just  a  few 
currencies.  Already  as  much  as  70% 
of  all  U.S.  currency  and  40%  of  the 
German  marks  are  being  held 
abroad,  mostly  by  foreigners  who 
don't  trust  their  own  money.  And 
more  and  more  small  countries  are 
considering  following  in  the  foot- 
steps of  Bulgaria  and  Estonia,  which 
have  adopted  currency  boards,  uni- 
fying their  currencies  with  a  strong 
anchor  currency. 

As  this  happens,  we  get  back  to 
where  we  were  before  World  War  I, 
when  we  had  the  gold  standard.  Vir- 
tually the  whole  world  was  on  gold. 
We  had  a  unified  currency — gold. 
Most  currencies  could  be  redeemed 
for  a  fixed  amount  of  gold.  Today 
most  countries  have  independent 
monetary  policies.  That  wasn't  the 
case  under  gold.  We  had  stable 
prices  with  the  discipline  of  the  gold 
standard.  About  the  only  time  you 
had  financial  crises  was  when  you 
had  a  war  or  a  revolution. 
For  the  sake  of  those  whose 
Econ  101  is  rusty,  explain 
how  that  worked. 
If  the  government  was  shaky  or 
maybe  a  country's  economic  policy 
wasn't  headed  in  the  right  direction, 
gold  would  flow  out  of  the  country 
and  go  to  New  York  or  London. 
Since  the  local  currency  had  to  be 
backed  by  gold,  the  outflow  of  gold 
meant  fewer  units  of  the  local  cur- 
rency would  circulate,  and  that 
would  shove  your  interest  rates  up 
and  you  went  into  a  slump. 

Hence  you  still  had  fluctuations 
and  business  cycles.  But  currencies 
were  stable.  For  years  the  British 
pound  was  worth  about  five  U.S. 
bucks.  Pesos  and  francs  and  lire,  you 
name  it,  were  stable  in  relation  to 
each  other.  When  you  invested 
abroad,  you  still  had  plenty  of  risks, 
but  at  least  you  didn't  have  the 
added  risk  of  fluctuating  currencies. 
People  say  that  the  gold  standard 
is  something  of  a  myth,  that  it 
didn't  operate  as  well  as  those 
who  are  nostalgic  for  it  say  it  did. 


66 


Well,  it  was  a  myth  in  the  sense  that 
there  were  always  politicians  trying 
to  get  the  shackles  off,  but  this  was 
pretty  much  a  futile  exercise.  They 
did  a  lot  of  squirming  but  they  really 
were  constrained  by  the  system. 
Does  the  coming  of  the  euro 
bring  the  world  closer  to  a 
unified  currency  system? 
Europe  will  have  a  monetary  union 
with  one  currency,  the  euro.  The 
European  Central  Bank  will  call  the 
shots.  That  will  put  an  end  to  each 
country  pursuing  an  independent 
monetary  policy.  That's  not  global 
unification,  but  it's  currency  unifica- 
tion on  a  continental  scale. 

Safety  in  greenbacks 
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Lousy  foreign  currencies 
stimulate  demand  for  U.S.  dollars 
held  by  foreigners. 

The  euro  is  going  to  have  all  kinds 
of  problems  at  the  start.  It's  not  going 
to  be  a  smooth  thing.  The  Italian 
communists  are  revolting  against  the 
tight  budget  required  for  Italy  to  join 
in.  But  monetary  union  will  happen. 

The  euro  is  also  causing  neighbor- 
ing countries  to  get  into  the  curren- 
cy unification  act.  Europe  will  lock  its 
currencies  together  on  Jan.  1,  1999. 
This  is  starting  to  put  pressure  on  the 
central  and  the  eastern  European 
countries  to  unify. 

One  of  the  first  outside  countries 
to  enter  die  European  Union  will  be 
Estonia.  Estonia  helped  pave  the  way 
by  installing  a  currency  board  in  June 
of  1992.  Their  anchor  currency  is  the 
German  mark.  Now  Bulgaria  has  a 
currency  board  that  also  uses  the 
mark  as  an  anchor.  That's  just  the 


beginning.  You've   got   10  to   1! 
countries  right  around  the  eurobloc 
and  they  will  also  probably  hitch  t( 
the  euro.  I  anticipate  that  Turkey  wii 
ultimately  adopt  a  currency  board  s< 
that  it  can  position  itself  to  get  int< 
the  European  Union. 
We  notice  that  even  the  Mexi- 
cans, hypersensitive  though  they 
are  to  any  hint  of  domination  by 
the  U.S.,  are  starting  to  talk 
about  a  dollar- based  currency 
board  to  check  the  peso's 
relentless  slide. 

But  how  solid  a  rock  is  the 
U.S.  dollar?  Go  back  to  the  late 
1970s  and  early  1980s,  when 
inflation  in  the  U.S.  was  relative 
ly  high.  In  France,  the  restau- 
rants wouldn't  accept  American 
money.  Who  wants  to  tie  their 
currency  to  a  lousy  one? 
That's  why  I  don't  advocate  becom 
ing  wedded  to  a  single  currency 
Ultimately,  I  believe  there  will 
maybe  three  currency  blocs — thi 
dollar,  the  euro  and  perhaps  thl 
yen.  With  currency  competition 
other  countries  can  decide  whicli 
one  they  want  to  tie  their  own  cur 
rency  to. 

The  different  blocs  will  compet 
and  keep  each  other  honest.  If  om 
of  the  big  players  gets  sloppy,  let 
inflation  get  out  of  hand  or  adopt 
policies  that  are  bad  for  busines? 
people  would  drop  that  currenc 
and  move  into  the  others. 
The  three  big  currencies  could 
still  fluctuate  against  each  other? 
Yes,  but  there  would  be  tremendou 
pressure  on  all  three  to  adopt  poll 
cies  that  would  maintain  their  par 
ties.  If  the  dollar  started  to  sli 
against  the  other  two,  that  woul 
send  a  sharp  signal  that  Washingto 
was  doing  something  wrong.  W 
would  have  to  tighten  up  and  disc: 
pline  the  money  supply.  Incidenta 
ly,  I'm  leery  about  everybody  joinin 
a  formal  monetary  union,  where  yo 
have  no  exit  option. 

I  would  prefer  a  system  wher 
countries  could  choose  and  switcl 
If  you  don't  like  the  euro  as  a 
anchor  currency,  switch  to  th 
dollar,  and  vice  versa,  under  specifie 
rules,  of  course. 

Why  has  it  taken  so  long  to  get 
any  kind  of  currency  unification 
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in  an  era  when  countries  are  har- 
monizing their  tariff  policies  and 
even  their  tax  policies? 

Politicians  don't  like  giving  up  their 
own  monetary  policies.  They  don't 
like  to  be  told  to  keep  the  handcuffs 
on  and  to  avoid  launching  political- 
ly expedient  spending  programs. 

It's  significant  that  Argentina 
was  one  of  the  first  countries  to 
go  to  a  currency  board  system  in 
the  modern  era.  For  the  Argen- 
tineans, the  inconvenience  of  mone- 
tary handcuffs  was  a  small  price 
to  pay  compared  with  the  years  of 
pain  and  stagnation  inflicted  by 
hyperinflation.  The  present  crisis  is 
forcing  many  countries  that  once 
rejected  currency  boards  to  take  a 
second  look. 

In  spite  of  the  mess  in  Asia,  the 
present  post-WWII  patchwork 
system  worked  pretty  well  until 
recently. 

The  present  nonsystem  hasn't 
worked  all  that  badly  for  the 
big  industrial  countries,  but  the 
other  175  countries,  where  most  of 
the  population  of  the  world  lives, 
have  been  afflicted  with  very  low 
quality  money  that's  literally  melted 
away  in  their  pockets.  This  disguised 
confiscation  has  slowed  economic 
progress.  It's  especially  tough  on 
these  developing  countries  because 
they  badly  need  foreign  capital 
to  leverage  their  abundant  labor, 
but  the  foreign  capital  stays  away 
having  been  burned  by  past  curren- 
cy collapses. 

How  much  of  a  role  has  comput- 
er technology  played  in  hastening 
the  adoption  of  unified  curren- 
cies and  currency  competition? 
Tremendously.  Let's  say  you've  got 
foreign  exchange  controls.  Now  with 
a  click  of  a  mouse  you  get  around 
them.  Suppose  a  government  threat- 
ens to  impose  a  wealth  tax?  Click. 
Your  assets  are  in  the  Chase  Manhat- 
tan Bank  in  New  York. 

With  the  Internet,  more  and  more 
banks  will  operate  internationally. 
More  and  more  people  will  be  using 
offshore  accounts — not  just  those 
who  can  afford  a  plane  ticket  to 
Switzerland  or  Panama.  Now  anyone 
who  can  afford  a  thousand  bucks  for 
a  computer  can  laugh  at  currency 
controls. 
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Unified  currencies  are  going 
to  help  expand  these  truly  interna- 
tional banks.  That  would  be  the 
best  thing  that  could  happen,  partic- 
ularly in  a  place  like  Russia  where 
people  really  don't  get  banking  ser- 
vices. The  Russian  banks  aren't  in 
the  business  of  banking.  They're 
in  the  business  of  robbing  the 
government. 

You  could  say  the  same  thing 
about  the  Japanese  banks  except 
they  are  in  the  business  of  rob- 
bing Japanese  consumers  and 
savers  rather  than  foreigners.  .  .  . 
Well,   I   read   in   the   papers   that 
Citibank  is  booming  in  Japan  be- 
cause the  locals  are  worried  about 
Fuji  Bank. 

Do  unified  currencies  mean 
one  world,  with  the  United 
Nations  ordering  all  of  us 

Suppose  a  government 
threatens  a  wealth  tax. 
Click!  Tour  assets  are 
in  the  Chase  Manhattan 
Bank  in  New  York. 
Anyone  with  a  computer 
can  laugh  at  currency 
controls. 


around?  Is  currency  unification 
the  beginning  of  the  end  of 
national  sovereignty? 

Not  necessarily.  That's  one  of  the 
beauties  of  currency  boards,  as  with 
the  old  gold  standard.  Heck,  the 
gold  standard  days  were  the  heyday 
of  national  sovereignty  but  not 
monetary  sovereignty.  With  curren- 
cy boards  you  can  have  currency 
unification  without  political  unifica- 
tion. When  it  tied  the  peso  to 
the  dollar  Argentina  gave  up  its  con- 
trol over  monetary  policy,  but  it  did 
not  otherwise  surrender  national 
sovereignty. 

With  monetary  union,  such  as  you 
are  going  to  have  in  Europe  and 
such  as  you  have  in  the  U.S.,  it's  a 
different  ball  game  because  it  isn't 
easy  to  opt  out;  just  ask  Jefferson 
Davis.  California  and  Iowa  would 
have  to  secede  to  get  out  of  our 
monetary  union.  Argentina  could 


switch  and  anchor  to  the  euro  if 
wanted  to,  or  even  to  the  yen.  It  h; 
an  exit  strategy  that  does  not  invoh 
crashing  its  currency  or  giving  ul 
.national  sovereignty.  That's  why  trj 
currency  board  exit  option  is  s 
attractive  and  why  it  will  promo 
currency  competition. 
If  you  standardize  on  two  or 
three  currencies,  why  bother 
having  pesos  and  rupees  and 
rand  and  all  that  paper? 
Sops  to  national  pride  in  part.  Alsc 
when  the  pesos  are  backed  wit 
bucks,  the  local  central  bank  ca 
earn  interest  on  its  dollar  reserv 
holdings. 

What  does  currency  unificatio 
mean  for  investors  and  busines 
people? 

They  will  be  able  to  invest  intern? 
tionally  without  the  risk  of  a  devalt 
ation.  No  more  expensive  hedging 
You  will  be  able  to  count  on  deve 
oping  countries  holding  to  respons 
ble  economic  policies.  You  usual) 
run  a  more  or  less  balanced  budg< 
when  you've  got  a  unified  currenc 
That  means  government  spendin 
is  more  or  less  under  control,  am 
you  are  selling  less  governmer 
paper  and  leaving  more  money  fc 
private  investment. 

Thus  once  you  put  in  a  currenc 
board,  your  interest  rates  go  wa 
down  in  a  hurry.  Look  at  Bulgari; 
In  1997  the  Bulgarian  Brady  bone 
were  the  best-performing  Brad 
bonds  in  the  world  because  this  littlj 
country  went  to  a  currency  boar 
system. 

In  that  sense,  this  will  be  even 
more  of  a  benefit  for  the  poorer 
countries  than  it  will  be  for  the 
richer  countries.  It'll  lower  their 
cost  of  capital. 

Of  course,  those  screwball  loc; 
currencies  prevent  capital  accumul 
tion  in  these  countries.  People  sav 
and  inflation  confiscates  the  saving: 
With  no  more  shaky  currencies 
to  kick  around,  George  Soros 
would  have  to  go  back  to  writin; 
windy  books  nobody  reads. 
Precisely.  Money  will  flow  in  re 
sponse  to  investment  opportunity 
and  not  in  response  to  rumors  c 
devaluation  and  speculative  flows.  A 
I  see  it,  currency  unification  is  a 
optimistic  scenario.  ■ 
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to  home 

By  Jennifer  Roback  Morse 


Practice  not  what  ye  preach 


Our  family  recently  moved 
to  California  from  Virginia,  so  I 
have  had  experience  with  ele- 
mentary schools  at  opposite 
ends  of  the  country.  While  most 
American  schools  today  have 
problems  in  common,  California 
adds  some  touches  of  its  own. 
The  laid-back  California  culture 
is  fertile  ground  for  some  of  the 
worst  aspects  of  the  official  ide- 
ology promoted  in  schools  of 
education  across  the  country. 
But  observing  the  California  sit- 
uation at  close  range  still  leaves        ■mmmmmm 
me  hope  that  ordinary  people 
can  do  a  lot  for  education. 

E.D.  Hirsch,  author  of  The  Schools  We 
Need  and  Why  We  Don't  Have  Them  (Dou- 
bleday,  1996,  $24.95),  shows  that  the  reign- 
ing philosophy  in  most  schools  of  education 
is  "naturalism."  This  theory  claims  children 
learn  naturally,  unless  adults  stifle  their 
innate  creativity.  Graduating  from  such  edu- 
cation schools,  many  teachers  and  adminis- 
trators are  ideologically  opposed  to  drill, 
repetition  and  memorization  of  facts.  Cali- 
fornians  love  this  theory.  It  fits  the  culture. 

Unfortunately,  the  claim  that  kids  learn 
naturally  doesn't  hold  up.  Hirsch  observes 
that  we  learn  to  speak  naturally,  but  we 
do  not  learn  to  read  or  do  mathematics 
"naturally."  Most  of  the  human  race 
throughout  history  has  never  learned  to 
read  or  to  count  beyond  a  simple  corre- 
spondence of  objects  to  the  fingers.  Read- 
ing and  doing  math  require  learning.  We 
may  be  hard-wired  for  speech,  but  we  aren't 
hard-wired  for  reading  or  long  division .  We 
have  to  be  taught. 

Most  local  cultures  moderate  the  effects 
of  this  nonsensical  ideology.  When  Virginia 
teachers  spout  something  silly,  the  locals 
probably  offer  some  resistance,  or  burst  out 
laughing.  California  parents  are  more  likely 
to  nod  approval  of  this  "naturalism."  The 
good  news  is  that  most  Californians,  espe- 
cially the  successful,  do  not  practice  what 
the  culture  seems  to  preach. 

California  did  not  get  to  be  the  eighth- 
largest  economy  in  the  world  by  being 
undisciplined.  The  San  Francisco  literati  can 


The  good 
news  is 
that  most 
Californians 
do  not  practice 
what  the 
culture  seems 
to  preach. 


read  and  write  standard  English.] 
even  if  they  don't  advocate  it  fotj 
the  Oakland  public  schools.  The 
pocket-protector  set  in  Silicon 
Valley  learned  their  multiplica- 
tion tables. 

The  disconnect  between 
words  and  actions  surely  is  not 
unique  to  California,  but  it  is 
particularly  stark  here.  Adult 
Californians  have  reaped  the 
benefits  from  what  the  educa- 
tion establishment  now  derides 
as  "drill  and  kill."  These  Califor 
wmm—m      mans  are  still  living  off  the 

virtues  of  diligence  and  persis- 
tence instilled  in  them  by  their  now- aging 
parents. 

Another  bit  of  good  news  is  that  many 
teachers  eventually  have  the  rough  edges  o:  | 
the  naturalist  ideology  worn  down  by  expei, 
rience  in  the  classroom.  They  see  that  the 
kids  need  more  practice  with  basic  skills. 
They  find  fun  ways  to  drill. 

How  can  parents  and  ordinary  citizens 
help  rescue  the  kids  from  these  destructive . 
doctrines?  Most  every  parent  can  contribut 
something  constructive.  We  can  tell  the 
teachers  we  expect  the  kids  to  master  their  I 
phonics  and  multiplication  tables.  We  can 
thank  the  teachers  who  insist  on  memoriza  | 
tion  of  crucial  facts.  It  may  not  sound  like 
much,  but  I  am  convinced  these  little  thing  j 
add  up  in  a  helpful  way. 

Ordinary  parents  may  not  have  a  high- 
leverage  position  in  the  making  of  culture, 
as  the  Hollywood  movie  people  do.  But 
ordinary  people  do  have  some  position,  an<  | 
we  ought  to  use  it.  We  can  enjoy  the  casua 
live-and-let-live  California  lifestyle  that 
makes  life  here  so  pleasant,  without  apply- 
ing it  where  it  doesn't  fit:  in  the  education 
of  children. 

The  people  who  insisted  that  we  learn 
enough  phonics  and  grammar  to  be  able  tc 
read  this  magazine  did  us  a  great  favor.  It 
won't  kill  us  to  come  right  out  and  say  so. 
We  may  not  be  able  to  change  the  philoso- 
phy of  the  schools  of  education.  But  we  juj  I 
might  be  able  to  change  our  own  little 
corner  of  the  world.  That  is  always  a  good 
place  to  start  saving  the  world.  ■ 


Jennifer  Roback  Morse  is  a  Research  Fellow  at  the  Hoover  Institution.  E-mail:  jmorse@jps.net. 
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998  Visa  Corporate  Golf  Championship  National  Final 
Seasoned  JCPenney  Team  Halts  a  Chicago  Juggernaut 


Greg  Kelly  of  the  Virginia  Economic  Development  Partnership  at  the  Cascades 
Clubhouse,  The  Homestead,  Hot  Springs,  Virginia 

I  Six  years,  36  tournaments  and  over  $500,000  in  charitable  donations 
fater,  the  record  book  of  the  Visa  Corporate  Golf  Championship  is  filling 
up  with  stories  of  triumph  and  of  bids  that  fell  just  short.  The  events  count- 
fvery-stroke  format  —  challenging  enough  in  an  18-hole  qualifier  played 
\lose  to  home  —  takes  on  added  drama  when  you're  competing  in  a  two- 
'lay  national  final  against  14  other  serious  teams. 

"I    was    nervous,"    admitted    Tom  Insurance  Companies,   the  Chicago- 

Hutchens  of  JCPenney.  "I  struggled  the  based  team  that  lately  has  been  domi- 

'Irst  day.  After  all  the  scrambles  and  all  nating  this  event. 

|he  best-ball  tournaments,  it's  different  As  usual,  charity  was  the  real  champi- 

playing  in  the  Visa  finals  and  knowing  on.  With  its  victory,  JCPenney  earned 

;*very  shot  counts."  $10,000  in  charitable  funding  for  the 

\  Hutchens  and  his  JCPenney  team-  Dallas  Can  Academy,   a   turnaround 

■nates  remembered  their  also-ran  status  program    for   troubled   youths.   Tom 

In  the  1995  national  final  at  Williams-  Hutchens'  recovery  proved  essential  for 

burg  and  vowed  not  to  repeat  it.  Their  victory.  After  opening  with  a  net  82  in 

:ombined   net  score  of  583   was   23  sunny,  slightly  breezy  conditions,  the  1 5- 

Itrokes  over  par  but  1 2  shots  better  than  handicap  Hutchens  came  back  with  a  2- 

rwo-time  defending  champs  Combined  over  individual  net  score  of  72  in  Satur- 


VISA 


Corporate  Golf 
Championship 


day's  final  round.  That  patched  up 
JCPenney's  one  leak  and  set  the  stage  for 
victory.  The  team  had  made  it  through 
round  one  in  fine  shape,  shooting  a  com- 
bined 15-over  net  score  of  295.  They 
held  a  slim  eight-stroke  lead  over  two 
challengers  —  Data  General,  which  was 
playing  in  its  second  straight  final,  and 
Countrywide  Credit  Inc.,  which  was 
playing  its  fourth  Corporate  Golf  Cham- 
pionship final  in  five  years.  In  contrast  to 
Hutchens,  the  other  three  JCPenney 
golfers,  Steve  Walsh,  Don  Scaccia  and 
Leo  Gispanski,  were  playing  focused, 
consistent  golf. 

In  the  second  round,  under  clearing 
skies  and  with  the  Cascades  greens  still 
super  slick,  Hutchens  tamed  his  butterflies. 
He  played  the  first  four  holes  in  five  fewer 
shots  than  he'd  taken  the  previous  day. 

Playing  alongside  Hutchens  was  Scac- 
cia, a  streaky  1 3-handicapper  whose  six- 
hole  run  of  net  birdies  and  pars  in  the 
Southwest  qualifier  at  Dallas's  North- 
wood  Club  had  buoyed  the  team  to  its 
first-place  finish.  Scaccia's  card  showed  a 
41  on  the  front  nine  Friday  and  three 
44s  through  the  remainder  of  the  com- 
petition. His  opening-round  net  of  72 


VISA  CORPORATE 

1998  CHAMPIONS: 

SECOND  PLACE:  Combined 

THIRD  PLACE: 

GOLF  CHAMPIONSHIP 

JCPenney  Company 

Insurance  Companies 

Countrywide  Credit  Inc. 

NATIONAL  FINAL 

(295-288  583  —  plus  23) 

(312-283  595  —  plus  35) 

(303-295  598  —  plus  38) 

September  17-20, 1998 

The  Homestead 

Tom  Hutchens-  (82-72  154) 

Richard  Ravin  (80-66  146) 

Kevin  Meyers  (80-76  156) 

Hot  Springs,  Virginia 

Steven  Walsh  (73-72  145) 

Ron  Agypt  (84-67  151) 

Marshall  Gates  (67-63  130) 

Cascades  Course 

Donald  Scaccia  (72-75  147) 

Wick  Thurber  (73-77  150) 

Eric  Sieracki  (73-80  153) 

par:  280-280  560 

Leo  Gispanski  (68-69  137) 

Joe  West  (75-73  148) 

Richard  Deleo  (83-76  159) 



Wheeling  and  dealing 
in  these  hills  can  make 
you  or  break  you 


Better  have  a 
good  agent. 


You  don't  need  to  drop  name.  3  to  get  ahead,  babe.  Just  drop  the  Visa*  Corporate  card.  Not  only 
can  it  help  improve  your  cash  flow,  it  sends  you  a  detailed  MIS  report  you  can  use  to  ensure 
compliance  and  negotiate  better  rates  with  vendors.  And  because  it  is  accepted  at  over  14 
million  places  worldwide,  millions  more  than  American  Express,  your  employees  can  be  big  shots 
■bout  anywhere  they  do  lunch  or  business.  Fordet..  call  1-8G0-VISA-311  ext.  94,  or  visit 
visa.com 


VISA  CORPORA? 


It's  Everywhere  You  Want  To  I 


1/ertise  m e n t   3 


INDIVIDUAL  AWARDS: 

•  Lands'  End  Individual  Low  Gross: 

Tim  Tormey.  Data  General  ( 72-78  150) 

•  Taylor  Made  Individual  Low  Net: 
Marshall  Gates.  Countrywide  (67-63  130) 

•  Taylor  Made  Longest  Drive: 

Ho4e  No.  7:  Richard  Deleo,  Countrywide 

•  Visa  Corporate  Card's  Closest-to-the- 
Pin  Challenge: 

Hot*  No.  4:  John  Cole,  Zurich 
American  Insurance  (4  feet) 
Nolo  No.  8:  Steve  Groot.  Allstate 
Insurance  (32  inches) 
Nolo  No.  11:  Mike  Worhach, 
Data  General  (17  inches) 

•  Jaeger-LeCoultre  Longest  Drive: 
Casey  Sylla,  Allstate  Insurance 

•  Davidoff  Longest-Putt  Awards: 

Hole  No.  2:  John  Withers.  Turner 
Broadcasting  System 
Holm  No.  17:  Bill  Ghegan.  Turner 
Broadcasting  System 


nzs  owing  to  an  eight-hole  stretch, 
aeginning  at  No.  6,  in  which  Scaccia  made 
seven  natural  pars,  including  four  in  a  row. 
JCPenney  team  leader  Leo  Gispanski 
:njoyed  a  triumphant  return  trip  to  this 
lational  championship,  shooting  net 
►cores  of  68-69  to  finish  in  the  top  five 
n  the  individual  net  competition,  and 
uaking  enough  pars  to  require  just  two 
airdies  over  the  36  holes.  His  4s  at  the 
jar- 5  fifth  and  the  par-5  16th  in  Satur- 
day's closing  round  gave  Gispanski  all 
:he  momentum  he  would  need. 

"Hie  big  story  of  round  two  was  Com- 
oined  Insurance,  as  the  suddenly  resur- 
gent defending  champs  were  clipping 
dong  toward  the  event's  single-round 
low-team  score  of  283.  Given  how  easily 
JlCPenney's  12-stroke  lead  could  have 
jDeen  eclipsed  by  Combined,  Gispanski 
played  gutsy  golf  when  he  bounced  back 
Jrom  a  double-bogey  7  at  the  17th  to 
■nake  a  sand-save  par  on  the  36th  and 
inal  hole. 

For  Combined  Insurance,  any  serious 
"un  at  a  third  straight  national  champi- 


CHARITY  WINS  OUT 
Including  this  year's  total  charitable 

contribution,  the  Corporate  Golf 

Championship  program  has  donated 

over  $500,000  to  charity. 


onship  seemed  to  be  over  quickly.  The 
team  brought  along  Wick  Thurber,  a 
rookie  of  this  tournament,  to  replace 
the  veteran  John  Jarnot,  whose  recent 
promotion  and  transfer  to  the  compa- 
ny's New  England  office  forced  him  to  all  the  commotion  was  the  admirable 
put  away  the  golf  clubs  early  this  year.  play  of  Countrywide  Credit  Inc.  Run- 
Thurber  showed  poise  in  the  opening  ners-up  in  the  1994  national  final,  they 
round,  however,  making  net  eagle  on  were  bidding  to  become  the  first  West 
the  416-yard  seventh  en  route  to  a  net  regional  qualifying  team  to  capture  a 
73.  His  playing  partner,  Joe  West,  national  title.  Marshall  Gates  simply 
finished  round  one  in  stellar  fashion,  overpowered  the  Cascades  layout,  shoot- 
parring  in  from  No.  16  to  put  up  an  ing  a  6-over  gross  score  of  76  in  round 
87,  net  73.  two  that  netted  out  to  63.  Factoring  in 

Meanwhile,  the  team's  other  two-      his  opening  round  of  80,  net  67,  Gates 
some  of  Richard  Ravin  and  Ron  Agypt      compiled  a  two-day  total  of  net  130, 
played  below  their  expectations.  Agypt's      earning  him  the  Taylor  Made  Individual 
competitive  record  in  the  tournament      Low-Net  honors, 
is  impressive,  but  he  shot  a  below-  Rich  Deleo  also  came  out  on  top  in 

average  103,  net  86  on  the  day,  includ-  the  cumulative  Taylor  Made  Longest- 
ing  a  pair  of  triple-bogeys  on  the  back  Drive  competition,  winning  a  set  of 
nine.  Ravin  carded  a  94,  net  80,  which  Taylor  Made  clubs  by  ripping  two  big 
combined  to  put  the  team  in  a  sixth-  tee  shots  on  No.  7.  For  its  third-place 
place  tie,  17  strokes  off  the  lead.  Look-  finish,  Countrywide  earned  the  San 
ing  to  shake  things  up,  Ravin  changed  Gabriel  Valley  Boy  Scouts  a  gift  of 
his  pairings.  $5,000. 

The  reshuffle  turned  out  splendidly,  Annual  tournaments  like  the  Visa 

as  Combined  Insurance  slashed  its  four-  Corporate  Golf  Championship  weave 
player  total  by  29  shots.  Thurber  faded  threads  of  history  as  they  age.  With  its 
somewhat  to  net  77,  but  the  three  vet-  12-shot  victory,  JCPenney  brought  an 
erans  came  on  strong.  West  shot  a  net  end  to  Combined  Insurance's  brief 
73,  Agypt  carded  an  86,  net  67,  and  dynasty.  Could  this  be  the  beginning  of 
Ravin  produced  an  80,  net  66  that  a  new  one?  ■ 
consisted  of  11  bogeys,  seven  pars  Written  by  David  Gould 
and  a  birdie. 

The  company 
carries  home  no 
championship 
trophy  this  year, 
but  the  players 
earned  Pathway 
House  for  Chil- 
dren a  check  for 
$7,500,  with  a 
second-place 

C      •    I 

nnisn.  y^a  Corporate  Card's  Chantal  Dozois  and  JCPenney 

Somewhat  lost  in  winning  team  members  Steven  Walsh,  Leo  Gispanski, 

Tom  Hutchens  and  Don  Scaccia 


VISA 
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When  Moneylalks, 
It  Says  Virginia. 


In  Money  magazine's  1998  "Best  Places  To  Live"  issue,  no  other  state  in  the  South  came  close 
to  Virginia.  Our  unmatched  quality  of  life  makes  Virginia  a  great  place  to  work,  too.  A  skilled 
workforce,  superior  transportation  network  and  overall  affordability  are  just  a  few  more 
reasons  why  our  state  ranks  so  high  with  business.  You  might 
even  say  we're  number  one.  Over  and  over  and  over  again. 


VIRGINIA 


Contact  Wayne  Sterling,  CED.  Executive  Director,  Virginia  Economic  Development  Partnership, 
P.O.  Box  798,  Richmond,  VA  23218-0798,  804-371-8202,  fax  804-786-1  l2l.www.YesVirginia.org 


Theft  is  becoming  an  increasing  problem  for  companies  doing  business  on  the 
Internet.  Where  there's  a  risk,  these  days  there's  an  insurance  policy  to  cover  it. 


Got  a  hacker  policy: 


s 


By  Zina  Moukheiber 

A  WAVE  Ot-  CYBERCRIME  is  sweeping 
the  Internet.  Crooks  go  where  the 
money  is,  and  increasingly  trade  flows 
over  the  Internet  these  days — not  so 
much  retail  trade  as  business-to-busi- 
ness trade. 

According  to  the  Federal  Bureau  of 
Investigation  and  the  Computer 
Security  Institute,  nearly  two-thirds  of 
companies,  government  agencies  and 

1  universities  surveyed  reported  com- 
puter security  breaches  last  war;  that 
was  a  16%  increase  over  1996.  The 
two  agencies  were  able  to 
quantity  losses  to  these  vic- 
tims of  $137  million, 
though  the  true  figure  was 
undoubtedly  much  higher. 

Where  there's  trouble, 
there's  opportunity.  Into 
the  breach  has  stepped 
Philadelphia-based  Cigna 
Corp.  (current  assets,  Sill 
billion )  with  the  world's 
first  hacker  insurance: 
Cigna's  Secure  Systems 
Insurance 

It  required  radically  new 
thinking.  Insurance  people 
have  traditionally  thought 
in  terms  of  physical  assets: 
inventory,  machinery, 

buildings,  cash.  But  how  do 
vob  insure  intangible  but 
valuable  information  flowing  through 
ether?  How  do  you  price  the  risks? 

Nicholas  Economidis,  director  of 
Cigna's  newly  formed  Information 
Asset  Protection  unit,  started  grap- 
pling with  those  issues  a  year  ago. 
Talking  with  people  at  Microsoft, 
Hewlett-Packard  and  Cisco  Systems, 
he  learned  there  were  three  important 
ways  crooks,  hackers  and  disgruntled 
employees     could     cause      losses: 

Loss  of  data  confidentiality:  Say 
Ford  orders  auto  parts  over  the  Inter- 
net, and  a  competitor  gets  hold  of  the 
pricing  contract. 
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■  Loss  of  data  integrity:  Ford  orders 
1  million  door  handles,  but  inten- 
tionally— or  unintentionally — the 
order  is  changed  to  100. 

■  Loss  of  system  availability:  A 
hacker  causes  Amazon. corn's  Web 
site  to  go  down,  costing  millions 
in  sales. 

Fair  enough,  but  measuring  risk 
and  insuring  against  it  for  intangibles 
is  not  all  that  easy.  In  the  physical 
world  there  are  building  codes  and 
fire  codes.  You  can  refuse  to  insure 


people  who  don't  meet  these  stan- 
dards. But  there  are  no  such  standards 
yet  in  network  security.  "No  two 
networks  are  the  same,"  grouses 
Economidis. 

Cisco  and  NetSolve,  an  Austin- 
based  network  management  group, 
provided  an  answer.  The  two  would 
regularly  assess  a  company's  comput- 
er network,  making  sure  it's  secure. 
To  be  eligible  for  Cigna's  hacker 
insurance,  a  company  must  install 
Cisco's  surveillance  and  intrusion 
detection  software. 

Economidis    says    he    is    talking 


to  other  network  security  companies 
about  using  their  products  as  well. 

Cigna  then  added  other  require- 
ments, such  as  record-keeping  of  log- 
ons, changes  of  passwords,  and  com- 
puter backups. 

"Technology  is  wonderful,  but  it's 
not  going  to  replace  the  human  ele- 
ment, and  things  are  going  to  go 
wrong,"  says  Doug  Webster,  manag- 
er of  Cisco's  Security  Consulting 
Marketing. 

Loss  of  data  is  covered  three 
ways:  If  hackers  damage 
data,  Cigna  pays  to  recon- 
struct it  from  original 
or  backup  records.  If 
they  disrupt  business,  the 
insurer  pays  for  lost  net 
income  and  expenses.  If 
they  steal  credit  card  num- 
bers, traditional  coverage 
kicks  in. 

The  cost?  Economidis 
says  that  $12  million 
worth  of  coverage — rec- 
ommended, say,  for  a 
retailer  or  a  manufactur- 
er with  $100  million  in 
revenues  and  average 
risks — will  cost  between 
$20,000  and  $25,000  a 
year.  That  covers  external 
intrusions  only,  not 
inside  hacker  jobs. 

"As  we  get  actual  loss  data  and 
pay  claims,  we  will  revise  assump- 
tions to  come  up  with  a  statistical 
database  of  actuarial  quality,"  says 
Economidis. 

You  can  be  sure  that  the  rest  of  the 
insurance  industry  is  watching  closely. 
"Insurance  companies  are  going  to  see 
how  well  Cigna  does,"  says  Richard 
Brewer,  a  senior  analyst  at  Interna- 
tional Data  Corp.  Just  one  more 
instance  of  how  the  cyberrevolution  is 
creating  new  business  opportunities 
and  changing  the  world.  an 
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►  up&  COMERS 

While  many  Indian  tribes  dole  out  the 
gambling  money  they  reap  from  casi- 
nos, the  Mille  Lacs  are  only  investing 
theirs.  But  you  can't  please  everybody. 

Saving  the  seed  corn 

By  Michelle  Conlin 

Growing  up  on  the  Ojibwe  Indian  Reservation 
near  Minneapolis  in  the  1940s,  Marge  Anderson 
lived  with  her  seven  siblings  in  a  one-room  tar- 
paper  shack.  They  had  no  heat  or  running  water. 
To  stay  off  welfare,  the  family  stitched  baskets  out  of  birch 
bark  and  sold  them  for  a  nickel  to  tourists  along  the  road. 
"My  parents  taught  me  to  never,  ever  take  a  handout,  espe- 
cially from  the  federal  government,"  says  Anderson,  her 
choppy,  nasal  Ojibwe  accent  still  strong  at  67. 

The  Mille  Lacs  Band  of  Ojibwe  no  longer  need  basket 
weaving  or  checks  from  Uncle  Sam  to  keep  food  on  the 
table.  A  gambling  casino  on  their  reservation  has  made 
them  rich.  But  Anderson,  now  the  Mille  Lacs'  first  female 
chief,  hasn't  gotten  over  her  aversion  to  handouts. 

Some  tribes  simply  dole  out  gambling  revenues  to 
tribe  members  on  a  per  capita  basis.  That's  just  another 
form  of  social  welfare,  Anderson  insists.  The  3,000- 
member  Mille  Lacs  Band  nets  25%  on  the  $200  million 
in  revenues  from  its  two  northern  Minnesota  casinos. 
Every  penny  gets  reinvested. 

Anderson  and  the  other  four  members  of  the  tribal 
council  pour  the  proceeds  into  new  businesses,  schools, 
roads,  sewers,  wastewater  treatment  plants  and  medical 
clinics.  The  only  freebie  is  a  $500  Christmas  bonus.  "If  you 
want  a  check,  there's  a  four-letter  word  that  comes  with 
it,"  Anderson  says  quietly.  "Work." 

Two  decades  ago  the  Band  was  virtually  dependent  on 
the  dole.  Unemployment  on  the  reservation  was  80%. 

►  startup  clinic  /  GROWING  PAINS 
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Alcoholism  was  so  rampant  that  on  Mondays  no  oj 
showed  up  at  tribal  headquarters  because  employees  we 
sleeping  off  weekend  benders. 

Anderson  was  the  bookkeeper  for  a  tiny  fishing  resc 
the  Band  owned.  She  was  good  at  figures,  so  the  elde 
approached  her  about  running  for  one  of  five  tribal  go 
ernment  seats. 

Launched  into  politics,  Anderson  quickly  earned  resp 
for  her  straight-arrow  personality.  In  April  1991,  a  we> 
after  the  casinos  opened,  the  Band's  chief  died  sudden 
and  Anderson  was  the  natural  choice  to  succeed  him.  On 
in  office,  she  taught  herself  the  intricacies  of  gamblii 
management — and  its  touchy  politics. 

One  thing  she  learned  was  that  casino  money  isn't  fc 
ever.  Years  ago  Anderson  saw  the  pressure  building  fro 
Washington  and  Minnesota  to  tax  Indian  casinos  or  op< 
state-owned  ones.  That  would  wipe  out  40%  of  the  Mil 


Wooing  the  customer 

"How  do  we  reach  key  decision  makers?" 
asks  Forbes  reader  Kenneth  Wahler,  prowl- 
ing for  new  customers  for  Paramount 
Group,  his  three-year-old,  $6  million  (1998 
estimated  sales)  printing  service  company. 

Wahler's  Hunt  Valley,  Md. -based  firm 
uses  database  and  Internet  technology  to 
track  a  company's  consumption  of  printed 
goods — such  as  business  cards  and  sta- 
tionery— and  designs  programs  to  make 
these  purchases  less  costly. 

Like  all  sales-driven  organizations,  Para- 
mount needs  to  zero  in  quickly  on  the  right 
executives,  so  forget  about  mass  mailings. 
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"Dear  Friend"  letters  get  tossed 
faster  than  you  can  lick  a 
stamp.  Better  to  spend  your 
time  narrowing  your  choices 
in  a  given  organization. 
Ask  friends,  work  asso- 
ciates and  customers 
for  names.   Lean  on 
college  alums,  too. 

Join    an    appropriate 
trade  organization,  go  to  rel- 
evant conferences.  Consid- 
er    hosting     your     own 
mixer — a  seminar  or  break- 
fast—on topics  that  are  of  interest  to 
potential  customers:  the  benefits  and  draw- 


- 


backs    of    E-commerc 

say,  or  a  local  busine 

issue.  Wait  until  after  t 

f^!%  frv         event  to  do  your  sellir 

follow  up  with  a  brochi 

and  business  card,  alo 

with  a  thank-you  note  oi 

copy  of  the  speech. 

If  you  have  no  contacts  al 

company,  find  out  who  the  k 

decision  makers  are.  At  sm 

firms,  it  may  be  the  chief  executive; 

larger  ones,  the  chief  financial  offic 

marketing  director  or  purchasing  manag 

Now  that  you've  targeted  the  rig 

person,  make  your  move  by  phone:  Yoi 
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cs'  business,  putting  the  Band  back  where  it  started — 
ndent  on  the  federal  government.  While  the  good 
jck  lasted,  she  would  use  the  money  to  earn  more,  rather 
to  finance  members'  lifestyles. 
Band-owned  enterprises  now  include  a  chain  of  pizza 
arlors,  a  gas  station  and  a  Subway  franchise.  Entrepre- 
eurs,  funded  with  tribal  seed  money,  have  started  more 
han  a  dozen  businesses  that  include  a  hair  salon,  a  septic- 
ink-servicing  outfit  and  an  art  gallery.  Two  years  ago  the 
lille  Lacs  paid  $3.4  million  in  cash  for  Woodlands  Nation- 
1,  becoming  the  first  Indian  Band  in  America  to  own  a 
;derally  chartered  bank.  Anderson  is  also  the  first  chief  to 
ledge  casino  revenues  to  back  redevelopment  bonds.  The 
land  has  issued  more  than  $80  million  worth  to  build 
oads,  water  systems  and  expansions  for  the  casino. 

This  year  Anderson  has  invested  $10  million  of  the 
land's  cash  to  become  a  40%  shareholder  in  a  new 
onoma,  Calif. -based  bottled -water  company  called  Indian 
Veils,  headed  by  James  Stevens,  the  former  Coca-Cola 
Enterprises  executive  who  brought  Perrier  to  America  and 
hen  built  Suntory  into  the  second -largest  bottled-water 
ompany  in  the  U.S.  The  company  will  take  water  from 
snngs  on  Indian  reservations,  bottle  it  there  and  distrib- 
te  it  nationally, 
r  So  far  Anderson  has  created  3,000  jobs.  Unemploy- 
fnent  is  8%,  far  below  the  35%  national  reservation  aver- 
age. Alcoholism  on  the  reservation  has  declined  80%.  To 
elp  keep  it  there,  the  casinos  serve  nothing  stronger  than 
■pee  and  Cokes. 

j  Human  nature  being  what  it  is,  not  all  the  Mille  Lacs 
ipplaud.  Members  have  seen  the  fancy  homes  and  fast  cars 
Mf the  Mdewakanton  Sioux  down  in  Minneapolis,  who 
ach  pocket  an  estimated  $600,000  a  year  from  their 
asino.  Most  of  the  Mille  lacs  still  drive  clunkers  and  live 
fi government-built  shanties. 

In  in  August  election,  two  of  Anderson's  backers  were 
inseated  by  candidates  who  favor  more  lavish  handouts. 
f  the  five-member  council  loses  another  seat  to  the  hand- 
out crowd  in  the  2000  election,  Anderson's  program 
J  ould  crumble.  "This  is  the  only  economic  development 
I  opportunity'  that  has  worked  for  us,"  she  sighs.  "But  we 
S  leed  ten  more  years  of  this  to  make  it."  ■■ 


Mixing  work  and  play 

By  Cecile  Daurat 

In  May  Tamara  Helenius  spent  1 1  hours  on  a  small 
boat  out  on  New  York's  Long  Island  Sound  with 
50  of  her  new  co-workers,  trying  to  catch  bluefish. 
Between  the  bait  and  the  fish  guts,  they  got  bloody, 
but  caught  only  six  fish.  Five  people  got  sick  and  threw 
up.  "I  think  it  was  so  great — and  something  so  totally 
horrible  we  went  through  together — that  we  have  to  be 
friends  now,"  says  Helenius. 

Thus  does  Agency.com  help  its  hardworking  employ- 
ees relax  and  do  a  bit  of  bonding  at  the  same  time. 
Agency.com  is  one  of  a  slew  of  Web  design  shops  head- 
quartered in  lower  Manhattan's  Silicon  Alley.  It  helps  cor- 
porations set  up  Internet  sites  that  can  handle  electronic 
commerce.  Customers  like  British  Airways  and  Met  Life 
should  help  boost  revenues  to  $80  million  this  year  from 
only  $18  million  in  1997. 


e  sending  a  proposal  and  would  like  to 
.  et  up  a  convenient  time  to  discuss  it. 

lere's  where  you  run  into  the  executive 
jssistant  whose  job  is  to  run  interfer- 
Ince.  Try  one  of  two  strategies.  Either 
pake  the  assistant  the  sole  object  of  your 
jttention,  stating  your  purpose,  writing 
jiank-you  notes,  easing  toward  the 
loss — or  try  reaching  the  exec  directly. 
lest  to  call  around  8  a.m.,  before  the 
Jssistant  gets  in.  Don't  phone  after 
jours,  when  most  hardworking  bosses 
Ire  tired  and  cranky. 

1  Once  you've  got  a  date,  be  prepared  to 
Remonstrate  how  you  can  help  the  compa- 
ly  save  time  and  money.  Learn  everything 


you  can  about  the  prospect.  "It's  like  a  job 
interview:  The  more  you  know  about  the 
company,  the  better  your  chance  of  being 
hired,"  says  Stephen  Mangum,  chief  finan- 
cial officer  of  Pier  1,  who  gets  dozens  of 
pitch  letters  a  week.  Be  prepared  to  deliv- 
er your  spiel  in  60  seconds  or  less. 

If  you  get  bounced  to  a  subordinate, 
don't  despair.  Regard  it  as  an  opportunity 
to  make  someone  else  a  hero.  Keep  in 
touch  with  the  first  executive,  too,  updating 
your  progress  in  writing.  That  way,  if  you  do 
hit  a  wall,  you  have  an  open  door  back  to 
the  executive  suite. 

Most  important  of  all,  don't  give  up  too 
soon.  "Unless  you're  rejected  outright, 


never  give  up  on  a  prospect,"  says  J. 
Robert  Lieber,  chairman  of  marketing  firm 
Lieber,  Levette,  Koenig,  Farese,  Babcock, 
Inc.  But  being  persistent  does  not  neces- 
sarily mean  being  obnoxious.  That's  the 
fine  line  that  a  good  salesperson  knows 
how  to  walk.  -Luisa  Kroll 


If  you  have  a  problem  with  your  startup 
business — in  finance,  marketing,  sales  or 
strategic  planning — you  can  reach  us  on- 
line by  clicking  on  the  forum  icon  in  our 
Small  Business  Center  in  the  Forbes 
Digital  Tool  at  www.forbes.com/growing,  or 
E-mail  us  at  growing@forbes.com. 
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What  youre  doing. 


What  y 


The  Inter  Pentium"  II  processor 
does  more  than  meets  the  eye. 

While  you're  working  on 

your  business  applications 

in  the  foreground,  the  power 

H  .'Hm'JI     of  the  Pentium*  II  processor 

is  hard  at  work  for  you  behind  the  scenes. 
That  means,  while  you  create  a  presentation 
or  update  a  spreadsheet,  your  PC  can  handle 

a  multitude  of  other  tasks  simultaneously. 

Tasks  like  searching  the  Web,  compressing 
and  encrypting  e-mail,  or  managing  your 
calendar.  Without  getting  bogged  down. 
So  not  only  will  your  PC  accomplish  more, 
so  will  you. 

The  Intel'  Pentium  II  processor  has  the 
performance  you  need  today  plus  the  power 
to  fuel  the  applications  of  tomorrow.  To 
find  out  more,  visit  us  on  the  Web  or  see 
your  PC  reseller.  {Z^^^P^^l 


The  Computer  Inside." 


-------->-•_' 


'^^S^JBg-Bssa-^ 


This  sort  of  pioneering  in  a  fast-moving  business  is 
extremely  hard  work,  and  the  agency's  225  New  York 
employees  sometimes  feel  frazzled.  Cofounder  Kyle  Shan- 
non, 33,  a  former  actor  turned  chief  creative  officer, 
dreamed  up  the  company's  InspireU  program  to  help 
counter  the  intense  pressure.  To  qualify,  five  or  more  people 
must  express  interest  in,  say,  a  fishing  expedition  or  a  vol- 
leyball game  or  a  class  of  some  sort.  The  company  picks  up 
the  tab  for  most  expenses — from  beer  to  materials  costs. 
Participants  gather  during  the  lunch  hour  or  after  work. 

It's  not  all  fishing.  A  lot  of  it  is  about  learning.  So  far 
there  have  been  classes  in  interface  design,  Java  script  and 
the  uses  of  the  Web,  as  well  as  scat-singing,  Japanese  book- 
binding, improvisational  comedy  and  Latin  dancing.  Golf 
lessons  are  taught  by  an  employee  who  used  to  play  in  col- 
lege; a  vice  president  who  graduated  from  the  French  Culi- 


nary Institute  has  offered  cooking  classes.  "This  industry! 
so  technology  focused,  I  think  it's  important  to  have  a| 
outside  perspective,"  says  Shannon. 

Some  of  it  spills  over  into  work.  A  designer  who'd  jul 
started  at  Agency.com  took  a  class  from  a  fellow  employe! 
on  how  to  do  animated  images  on  the  Web.  With  his  nef 
skills,  he  started  doodling  on  the  job — which  came  to 
attention  of  his  boss,  who  asked  him  to  work  on  a  specij 
project  for  Compaq's  Web  site. 

Agency.com  is  growing  quickly,  with  acquisitions  anj 
new  offices  in  Chicago,  San  Francisco,  London  and  ParJ 
boosting  the  payroll  to  600.  Pleased  with  what  they  rega 
as  improvements  in  morale,  Shannon  and  cofounder  anl 
Chief  Executive  Chan  Suh,  a  former  marketing  managtj 
at  New  York  and  Life  magazines,  intend  to  extend  thj 
program  to  all  new  employees. 


Getting  hit  by  a  car 
launched  Linda  Manaster 
on  a  remarkable 
entrepreneurial  career. 

Unforeseen 
consequences 

By  Erika  Brown 

On  her  daily  run  in 
Brentwood,  Calif,  in 
1990  Linda  Manaster 
was  knocked  down  by 
a  car.  Then  just  23,  the  financial 
analyst  at  Disney  sustained  serious 
nerve  and  tissue  damage  and  was 
bedridden  for  four  months.  Doc- 
tors told  her  she  would  probably 
have  to  live  with  a  constant  tingle 
in  her  legs  and  might  not  be  able 
to  return  to  her  active  lifestyle. 

So  ended  a  promising  corpo- 
rate career.  "No  matter  where  you 
touched  my  body  for  the  next  few 
years,  it  hurt,"  she  recalls. 

In  coping  with  her  hard  luck, 
Manaster  launched  on  a  remark- 
able entrepreneurial  adventure. 

After  months  of  physical  ther- 
apy, depression  and  soul  searching, 
Manaster  realized  that  she  couldn't 
just  live  off  the  settlement  she  had 
received,  that  cooking  would  be  her 
best  therapy.  As  a  start  she  organized 
her  favorite  recipes  from  stacks  of 
gourmet  magazines  and  cookbooks. 

An  idea  began  to  take  shape:  Why 


not  create  a  database  with  hundreds 
of  recipes?  After  talking  around,  she 
decided  the  best  place  to  install  such 
a  database  would  be  the  grocery 
store,  where  two-thirds  of  all  meal 
decisions  are  made  on  the  spot. 
You'd  offer  shoppers  new  ideas  for 
delicious  but  quick  and  easy  meals. 
You'd  make  your  money  by  selling 
the  database,  along  with  recipe  files 
updated  monthly,  to  specialty  gro- 
cers. They  would  benefit  from  addi- 
tional purchases  customers  might 


make  to  complete  the  recipes. 

So  was  born  CompuCook  Interac- 
tive Marketing  Solutions. 

Then  began  the  frustrations  that 
every  entrepreneur  knows.  Manaster 
spent  eight  months  trying  to  interest 
high-end  grocers  in  installing  a  com- 
puter that  spits  out  recipes.  Maybe  it 


would  help  them  lure  back  customed 
who  were  giving  up  cooking  fcl 
buying  prepared  meals  at  places  likl 
Boston  Chicken.  But  at  about  $6,001 
a  machine,  plus  monthly  fees  c| 
around  $300,  there  were  no  takers. 

Finally,  a  local  gourmet  grocel 
agreed  to  place  her  device  on  a  fisf 
counter,  where  moisture  kept  jarr] 
ming  the  printer.  Manaster  had  tf 
make  weekly  visits  just  to  fix  it. 

She  made  steady  improvements  i  I 
the  machine  and  the  concept, 
graphic  designer  helped  he| 
rethink  the  recipe  dispenser,  ere 
ating  a  6-foot,  freestanding  kiosl 
for  the  computer.  Manastel 
worked  on  building  content! 
persuading  well-known  chefs  t  [ 
cough  up  recipes  in  exchange  fcl 
free  exposure  on  the  compute! 
screen  and  the  displays.  She  alsf 
obtained  free  reprint  rights  fror| 
cookbook  publishers. 

She     gained     a     few     ne\| 
accounts — but  not  fast  enough 
She  had  nearly  burned  throug 
the  $500,000' she  had  from  hel 
accident  settlement  and  a  coupl 
of  loans,  but  supermarkets  wer 
now  expressing  interest  in  th 
machines,  if  they  were  free.  Tim  | 
to  change  her  business  mode) 
Instead  of  trying  to  sell  th) 
machines,  she  would  give  them  awa 
and  recoup  by  selling  advertising  ti 
food  companies. 

The  strategy  was  more  capital  | 
intensive,  of  course,  and  wouli 
require  outside  financing.  But  befor  I 
anyone  agreed  to  put  up  the  monej 
Manaster  had  to  show  that  she  had 
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IU  DON'T  SORT  OF  WANT  A  LOAN.  SO  WERE  NOT  GOING  TO 

IND  OF  fclVE  YOU  AN  ANSWEiR. 
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You  deserve  a  lender  who  gives  ft 
to  you  straight.  Heller  Financial  will. 
Then  we'll  find  the  right  solutions 
for  your  small  or  mid-sized  company. 
888.774.6511  www.hellerfin.com 

. ,  ,_  ,-«■■■       H  Heller  Financial 

I  a  Straight  talk.  Smart  deals: 

i  financial  •  Real  estate  financing  •  Equipment  financing  &  teasing » Asset  based  financing  •  Vendor  sates  financing  •  Small  business  financing » International  financing  •  factoring  A  willing  capita!  loans 


r 
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real  business. 

For  months  she  had  been  working 
the  phones,  flogging  her  idea.  Kroger, 
Safeway  and  Dominick's,  along  with 
some  sponsors,  came  on  board. 

With  some  locations  and  advertis- 
ers in  the  bag,  Manaster  lined  up 
financing  from  the  Gateway  Oppor- 
tunity Fund  at  Kiewit  Diversified, 
which  had  backed  Level  3  Commu- 
nications (see  "Bell  Buster,"  Sept.  7). 
The  Kiewit  outfit  kicked  in  $1.6  mil- 
lion and  has  since  upped  its  contribu- 
tion to  more  than  $25  million,  for 
about  90%  of  CompuCook. 

Once  in  control,  the  venture  capi- 
talists looked  for  a  seasoned  executive 
to  run  a  rapidly  growing  company 


and  kicked  Manaster  upstairs  with  the 
tide  "founder."  "We  wanted  someone 
who  had  experience  cutting  deals, 
building  a  sales  force  and  creating 
Internet  capabilities,"  says  Victor 
Schnee,  Gateway's  investment  man- 
ager. They  installed  John  McMen- 
amin,  a  former  executive  at  Turner 
Private  Network  and  ActMedia. 
McMenamin  hired  a  lot  of  salespeople 
and  moved  headquarters  from  San 
Francisco  to  Westport,  Conn. 

McMenamin  lasted  just  nine 
months.  He  had  built  an  organiza- 
tion, but  had  differences  with  the 
board,  particularly  over  financial  sup- 
port. Kiewit  decided  to  bring  Man- 
aster back  to  run  the  company,  while 


keeping  a  tight  rein  on  the  day-to-day 
operations. 

Kraft  Foods,  Nabisco  and  Procter 
&  Gamble  all  pay  up  to  $50  per 
brand,  per  kiosk,  per  month  as  a  form 
of  ad  fees.  Around  1,700  Kroger, 
Safeway  and  other  stores  have 
installed  Manaster's  machines. The 
company  hopes  to  have  between  $2 
million  and  $5  million  in  revenues 
this  year,  but  is  a  long  way  from  turn- 
ing a  profit.  If  Manaster  can  make  it 
profitable,  her  remaining  5%  to  10% 
will  be  worth  a  pile  of  money. 

But  whatever  happens,  Manaster 
has  already  proven  a  lot  about  how  to 
turn  a  nasty  bit  of  luck  into  real 
opportunity.  ■ 


Meet  the  guy  who  dresses  more 
Americans  than  most  famous  designers. 

Mr.  Uniform 

The  Isaac  Mizrahis  of  the  world  come  and  go — the 
Stan  Hermans  have  real  sticking  power.  You 
probably  won't  see  Herman's  face  in  Wor  Vogue, 
or  his  designs  on  runway  models  strutting  the 
latest  spring  collections.  But  you'll  see 
lots  of  his  signature  images  in  the  air- 
ports, on  the  streets  or  in  fast-food 
joints. 

Herman  has  spent  the  last  quarter 
of  a  century  designing  trademark  uni- 
forms for  the  likes 
of  McDonald's, 
Federal  Express, 
TWA  and  United 
Airlines  out  of  the 
Manhattan  studio 
that  bears  his 
name.  He  once 
had  loftier  aims: 
During  the  1960s 
Herman  designed 
fashionable  lower- 
priced  women's 
clothing  under  the  label  Mr.  Mort, 
which  was  sold  to  Russ  Togs. 
Herman  later  settled  into  freelance 
work. 

His  first  job  was  to  make  over  the 
outfits  worn  by  Avis  rental  agents. 

"I  thought,  'Uniforms?  Am  I 
crazy?  Gas  station  attendants  wear 
uniforms,'"  recalls  Herman,  68. 
"Then  I  saw  that  Bill  Blass  and 
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Valentino  were  doing  airlines — 

that  gave  some  real  cachet  to 

it."  Okay,  he  would  never  be 

Christian  Dior,  but  he  would 

have  a  solid  business.  Herman 

started  bidding  on  jobs,  some- 
times taking  a  design  fee  and 

sometimes  a  percentage  of  sales. 
As     the     work     came     in, 

Herman  pushed  the  fashion 

envelope,  introducing  polyester  blends  to  McDonald's, 
knitwear  to  FedEx  and  cuffless  shirts 
to  the  casinos  of  Las  Vegas.  "Thel 
people  who  have  to  wear  uniforms1}; 
every  day  are  on  the  front  lines  of 
corporate  America,"  he  says,  with  a 
touch  of  pride. 

That  kind  of  work  usually  brings 
him  $1  million  to  $2  million  a  year  in 
revenue  and  enough  profit  to  doi 
some  playing  around  with  fashion.  I 
He  has  developed  a  private -label  line  I 
of  chenille  clothing  that  he  sells  via 
Qvc,  the  home-shopping  channel. 

But  his  main  work  is  in  updating  ' 
FedEx  and  McDonald's  uniforms  for 
the  year  2000,  as  well  as  the  fiia 
redesign    of    hospital    scrubs    in 
decades.  (Hint:  They'll  be  less  like 
pajamas    and    more    like    Oxford 
shirts — more  tailored  and  crisp.) 
He's    most    excited    about 
assignment  for  Amtrak,  which  is 
slated  to  roll  out  150mph  bullet   ;; 
trains  next  fall.  Now  there's  a  chal- 
lenge: making  government-subsi-  j 
dized  employees  feel  proud  to  work 
for  a  perennial  moneyloser.  Then 
again,  fashion  designers  traffic  in 
fantasy. 
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SUCCESS  IS  A  DIRECT  RESULT  OF  AMBITION, 
CONNECTIONS,  OR  A  REALLY  GOOD  TO-DO  LIST. 
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°aie  do0* 


fo  do  6* 


Itemize,  categorize,  and  prioritize  everything  you  need  to  do.  Conquer  a  goal  with  each 
box  you  check  And  that's  just  the  to-do  list.  With  the  Palm  IIP"  connected  organizer,  you 
can  store  thousands  of  contacts  and  years  of  schedules  Even  exchange  that  information 
back  and  forth  with  your  PC  and  our  HotSync"  technology.  So  when  everything 
you  need  is  right  at  your  fingertips,  who  needs  a  corner  office?  Palm  Computing 
connected  organizers  start  as  low  as  $249"  To  learn  more,  visit  www.palm.com. 


Connected  Organizer 
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More  connected. 


Genius  by  Maya. 

Btillianc 
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:y  Ciba. 


The  most  inspired  ideas  are  made  even  brighter 
by  unique  colors  from  Ciba. 

Great  art  takes  imagination  and  a  talent  for  seeing  things  in  new  ways.  So  does 
great  science.  For  decades,  Ciba  Specialty  Chemicals  has  been  a  master  in  the 
field  of  color,  producing  and  applying  rich  shades  to  fabrics  and  vivid  pigments 
to  automobiles.  Now,  by  leveraging  our  global  resources,  we  are  expanding  our  color  portfolio  with 
products  that  do  more  for  industry  and  consumers — with  less  impact  on  the  environment. 

We're  redefining  the  business  of  color.  For  example,  we've  developed  inks  for  ink  jet  application  on 
abrics,  and  a  new  generation  of  pigments  that  disperse  as  easily  as  a  dye,  yet  have  deep,  lasting,  high- 
grade  color.  Today  you'll  find  Ciba  colors  brightening  papers,  textiles,  paints,  inks  and  electronics. 

Ciba's  innovation  colors  a  full  spectrum  of  the  world's  products. 


For  more  information  about  Ciba  Specialty  Chemicals, 
visit  our  website  at  www.cibasc.com  or  fax  914  785  2211. 


Ciba    * 

Value  beyond  chemistry 
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Brand  names  are  valuable  commodities.  David  Placek  invents  them  for  a  living. 

"A  good  name  should  live  forever" 


By  Om  Malik 

Ever  wonder  who  came  up 
with  the  name  "Pentium"  for 
Intel's  fabulously  successful 
family  of  microchips?  It 
wasn't  Andy  Grove  or  anyone  at  his 
shop.  It  was  a  little -known  company 
in  Sausalito,  Calif,  called  Lexicon 
Branding,  which  submitted  more 
than  400  names  to  Intel.  Among  the 
also-rans:  Razar,  Pro- 
Chip  and  Intellect. 

At  first  some  Intel 
execs  weren't  all  that 
keen  on  the  name  Pen- 
tium, reports  Lexicon's 
founder  and  chief  exec- 
utive, David  Placek. 
Grove  had  to  ask  for  a 
show  of  hands.  Pen- 
tium barely  survived  the 
vote,  and  Placek  pock- 
eted $45,000. 

All  in  a  day's  unusual 
work.  Last  year  Lexicon 
came  up  with  1 30  or  so 
product  and  corporate 
names,  raking  in  more 
than  $5.5  million  in 
revenues.  Placek's  team 
has  come  up  with 
DeskJet  (Hewlett- 
Packard's  printer), 
PowerBook  (Apple 
Computer's  laptop), 
Zima  (an  alcoholic  bev- 
erage from  Coors 
Brewing  Co.),  Slates 
(Levi  Strauss  &  Co.'s  dress  slacks) 
and  Alero  (a  new  model  from 
Oldsmobile). 

The  work's  harder  than  it  sounds. 
Three  different  teams  spent  eight 
months  coming  up  with  the  name 
Slates  for  Levi  Strauss.  The  task 
involves  brainstorming  of  a  highlv 
choreographed  variety. 

First,  Placek  meets  with  the 
client — he  logs  more  than  120,000 
air  miles  a  year — to  get  a  detailed 
sense  of  the  products,  the  demo- 
graphics of  the  consumer  and  an  idea 
of  what  the   name   should  evoke. 
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Oldsmobile,  for  instance,  wanted 
something  that  suggested  an  open, 
spacious,  sleek  and  fast  car — but 
nothing  too  fancy.  "The  client  didn't 
want  any  luxurious  connotations 
because  this  was  not  a  luxury  car," 
says  Placek. 

Next  Placek  hands  off  the  project 
to  two  senior  executives  who  oversee 


Man  of  letters:  Placek  gets  up  to  $45,000  for  a  brand  name. 


up  to  four  teams,  each  of  which 
comes  up  with  hundreds  of  names — 
dutifully  plastered  over  the  walls  of 
each  conference  room.  After  a  couple 
of  weeks  the  real  winnowing  begins. 
A  good  thing,  too,  because  a  lot  of 
names  are  pretty  loopy.  Consider  the 
runners-up  for  Eddie  Bauer's  latest 
outdoor  line:  Air  Clime,  Aquaclad, 
Bearing  Zero  and  Chilika.  The 
winner  was  Weather  Edge. 

Then,  to  select  the  finalists,  the 
teams  pool  their  resources.  At  this 
point  Lexicon's  linguists  (there  are  5 
of  them  out  of  a  staff  of  27)  judge 


whether  the  surviving  candidat 
sound  good  and  make  sense.  In  t 
case  of  Levi's  new  line  of  pants,  o 
went  Darts,  Batten,  Dress  Gear  ai 
Flints  (ouch). 

After  that,  company  lawyers  che 
to  see  if  the  remaining  candidates  a 
trampling  on  an  existing  trademar 
An  increasingly  slippery  challeng 
since  the  U.S.  Pate 
&  Trademark  Offi: 
currently  has  mo 
than  365,000  pendin 
registered  and  aba 
doned  trademark 
(Compare  that  wi 
the  615,100  words  ai. 
word  forms  listed 
the  Oxford  English  Eh 
tionary.)  Last,  it's  c 
to  the  client  for  tl 
final  cut. 

Lexicon  had  a  dif 
cult  infancy.  Placek,  nc 
45,  founded  the  comp 
ny  in  1982  after  quittii 
his  job  as  an  accou 
exec  at  Foote,  Cone 
Belding.  He  had  litt 
work  for  the  first  tv 
years,  aside  from  helpii 
Ingersoll-Rand  C 
come  up  with  a  nan 
for  its  new  industrial  ft 
nace  system  (Whisper 
Revenues  were  lim 
ing  along  at  $150,0( 
until  Placek  got  his  break  in  198 
when  Apple  was  looking  for  a  w; 
to  boost  the  fortunes  of  a  clunl 
new  laptop  known  simply  as  a  Ma 
intosh  portable.  Lexicon  provid( 
the  verbal  lift;  sales  of  PowerBoc 
zoomed. 

These  days  Placek  has  a  bit 
competition  from  a  handful  of  sm; 
companies.  But  with  new  produc 
coming  out  every  day — and  old  on 
looking  for  a  face-lift — there's  plen 
of  business  to  go  around.  "Like 
great  work  of  art,  a  good  nan 
should  live  forever,"  he  says.        I 
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Prudential  may 

have  exactly  what's 

missing  from  your 

portfolio  now. 

Diversify  with  Prudential  bond  funds. 


Your  financial 
professional 
can  help  you 
make  Hie 
right  bond 
fund  choices. 

A  professional  advisor 
can  help  you  build  a 
diversified  portfolio 
through  a  wide  range  of 
fixed  income  options. 
Whether  you're 
interested  in  the  tax 
advantages  of  municipal 
bonds,  tne  current 
income  of  corporate  or 
government  agency 
bonds,  or  pursuing  total 
return  with  global 
bonds,  your  financial 
professional  can  offer 
personalized  guidance 
to  help  you  make 
smarter  investment 
decisions. 


Stock  market  volatility  has  many  investors  re-evaluating  how  their  portfolios'  assets  are 
allocated.  Whether  you're  looking  to  make  adjustments  now  or  simply  thinking  about  where 
to  make  your  next  investment,  Prudential  has  the  choice  you  want  in  bond  funds  today. 


Prudential  has  a  bond  fund  for  your  investment  objective. 

Taxable  Bond  Funds 

Global  Taxable  Bond  Funds* 

Municipal  Bond  Funds** 

Prudential  Diversified 
Bond  Fund 

Prudential  Government 
Income  Fund' 

Prudential  High  Yield  Fund" 

Global  Total  Return  Fund 

Prudential  Intermediate  Global 
Income  Fund 

Prudential  International 
Bond  Fund 

Prudential  Municipal  Bond  Fund 

-  High  Income  Series" 

Prudential  Municipal  Bond  Fund 

-  Insured  Series 

Prudential  National 
Municipals  Fund 

And  ask  about  our  state-specific  municipal  bond  funds. 

For  more  complete  information,  including  sales  charges,  management  fees  and  expenses,  obtain  a  prospectus  by 
calling  the  number  below.  Please  read  it  carefully  before  you  invest  or  send  money. 


Tap  the  expertise  of  a  world-class 
management  team.  With  over  $36  billion 
in  bond  and  money  market  fund  assets', 
Prudential  is  a  recognized  leader  in  domestic 
and  international  investing.  Combining  extensive 
economic  research  and  credit  analysis,  our 
investment  team  brings  investors  a  broad 
array  of  bond  fund  choices. 


To  find  out  more  about 
Prudential  bond  funds,  call  today. 

1-800-THE-ROCK 

ext.  1 725 

Or  visit  us  at  www.prudential.com 


ir  Prudential 

Investments 


hares  of  the  Funds  are  distributed  by  Prudential  Investment  Management  Services  LLC,  member  SIPC,  751  Broad  Street,  Newark, 
U  07102,  a  subsidiary  of  The  Prudential  Insurance  Company  of  America,  751  Broad  Street,  Newark,  NJ  07102.  "Investing  in  foreign 
acurities  presents  certain  unique  risks  such  as  currency  fluctuations  and  political  and  economic  changes,  and  is  subject  to  greater 
olatility.  "Income  for  some  investors  may  be  subject  to  the  Federal  Alternative  Minimum  Tax  (AMT).  'Government  guarantees  are  not 
ssociated  with  the  value  of  the  Fund's  shares  and  apply  only  to  the  underlying  securities  of  the  Fund's  portfolio.  ftHigh  yield  bonds,  also 
Jnown  as  "junk  bonds,"  are  subject  to  additional  risks  which  may  result  in  greater  share  price  volatility.  'As  of  6/30/98. 


A  few  years  ago  the  Scotts  Co.  was  a  slow-moving 
old  company.  With  new  management,  it  has  seized 
a  leading  position  in  the  world  gardening  market. 

Lean  green 
machine 

By  Thomas  Jaffe 


James  Hagedorn  and  Charles  Berger  of  the  Scotts  Co. 

"Grow  the  total  market  dynamically  and  take  all  the  growth." 


In  memory,  perhaps,  of  their  val 
ished  agricultural  heritage,  Americl 
suburbanites  are  enthusiastic  garde! 
ers.  They  spend  an  annual  $2.7  b\ 
lion  alone  on  consumable  lawn 
garden  products. 

Marysville,  Ohio-based  Scotts 
gets  a  big  chunk  of  that.  Whether  i  I 
Turf  Builder  in  lawn  fertilizer,  Mii| 
cle-Gro  in  plant  food  or  Hyponexf 
potting  soil,  in  the  gardening  ur 
verse  Scotts'  brands  rule  the  Ameil 
can  lawn  and  garden.  Consider  sor 
of  its  estimated  market  shares:  do-)| 
yourself  lawn  chemicals,  58%;  co; 
sumer  grass  seel 
35%;  garden  fertilil 
er,  52%;  indo<[ 
plant  foods,  33? 
consumer  pottirl 
soil,  48%. 

In  a  year  whc 
many  well-knowl 
U.S.  companies  haJ 
suffered  earning 
slowdowns,  Scot 
has  just  barrehl 
ahead.  For  the  fiscj 
year  ended  in  Sejj 
tember,  Scotts'  salil 
were  up  24%,  il 
roughly  $1.1  billkxl 
and  profits  rose  25 1 
to  about  $50  mij 
lion,  before  restru] 
turing  costs. 

Scotts  has  gottej 
where  it  is  by  offej 
ing  good  produ 
and  ensuring  th| 
Americans  know  it  { 
good.  In  fiscal  1991 
Scotts  spent  $4J 
million  on  advertil 
ing— 75%  of  all  tr] 
ad  dollars  spent 
this  country  in  til 
lawn  and  gardq 
category. 

But  Scotts  w; 
not  always  tl  I 
dynamic  outfit  it 
today.  It  was  foun<  I 
edin  1868  by  Ci\ 
War  veteran  O.h] 
Scott  as  a  hardwar 
and-seed  businesl 
but  the  compar 
was  almost  12 
vears  old  before  i 
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Strong  leaders 
are  made, 
not  born.      ^ 


I  Trust,  loyalty,  and  honor. 

)  These  arc  the  values  of  today's 
most  influential  leaders.  And 
chances  are,  today's  strong 

i  leaders  in  business,  government, 

•  and  the  community  were  once 
and  still  are  members  of  the 

I  Boy  Scouts  of  America. 

!  The  Boy  Scouts  of  America  has 
}  a  proud  tradition  of  preparing 
!  young  people  for  leadership  with 
j  character-building  programs 
I  that  instill  timeless  values.  You 
j  can  ensure  the  continuation  of 
i  those  strong  values.  Join  your 
i  other  colleagues  by  being  a  part 
»  of  your  local  BSA  council.  Strong 

leaders  bring  strong  values  to 

your  community. 

Trust,  loyalty,  and  honor  are  not 

just  ways  of  Scouting.  They  are  a 

,  way  of  life. 


lor  more  information)  contact  your 
:.il  Boy  Seoul  council,  or  visit  us  on  the 
Wi-h  .11  www.bsa.scputing.org. 


Giant 

grasses  which  hamper 

'You  can  get  more  flow- 

putting. There's  no 

ers,  bigger  flowers,  flow- 

blue roses? 

chemical  that  can  differ- 

ers that  stay  in  bloom 

entiate  between  them, 

longer,' "  says  Scotts' 

Biotech  is  coming  to  the 

so  spray  to  get  rid  of  the 

Chuck  Berger.  "If  we  can 

home  garden.  In  Scotts' 

interlopers  and  you'll  kill 

create  a  flower  with  a 

labs  and  greenhouses 

the  bent,  too. 

beautiful  color  that  can  . 

researchers  are  devel- 

But suppose  there 

only  be  gotten  through 

oping  disease-  and 

were  an  herbicide-resis- 

genetic engineering,  that 

insect-resistant  plants 

tant  bent  grass  that 

plant,  instead  of  costing 

that  are  herbicide-toler- 

could be  sprayed  with 

30  cents  a  flat,  might 

ant,  as  well  as  grasses 

Roundup  and  survive. 

sell  for  60  cents." 

that  grow  slower  and 

The  savings  would  be 

The  way  it  might 

require  less  mowing. 

tremendous.  Where 

work,  Scotts  would 

Scotts  sees  golf 

roughly  $200  to  $400  a 

patent  the  flower, 

courses  as  a  huge  poten- 

year is  spent  on  herbi- 

license it  to  a  grower 

tial  market.  Since  1995 

cide  to  maintain  an 

who  would  propagate 

about  350  new  courses 

acre  of  green,  Scotts 

the  plant  and  sell  it  to 

a  year  have  been  built  in 

thinks  it  could  cut  the 

a  retailer;  then  all  three 

the  U.S.  Golf  greens  are 

cost  to  one-tenth  that 

would  share  in  the 

made  of  bent  grass, 

with  only  one  applica- 

extra take. 

which  can  be  cut  close  to 

tion  of  herbicide. 

"We  don't  have  to 

the  ground.  Trouble  is, 

Look  for  prettier  gar- 

grow 'em,"  says  Jim 

close-cropped  greens 

dens,  too.  "We  believe  it 

Hagedorn.  "We  just 

often  are  invaded  by 

is  not  unreasonable  to 

have  to  collect  the  trade 

bluegrass  and  other 

say  to  the  consumer, 

premiums."             -T.J. 

sales  finally  broke  $100  million  in  th 
1980s.  Once  a  part  of  the  old  n 
conglomerate,  it  was  LBO'd  by  ClaA 
ton,  Dubilier  in  1986  and  becam 
.public  again  only  in  1992. 

Then  Horace  Hagedorn  came  o 
the  scene  when  he  sold  Scotts  h 
company,  Miracle-Gro,  Inc.  A  formq 
Madison  Avenue  ad  executive,  Hagt 
dorn  cofounded  Miracle-Gro  in  195' 
with  a  nurseryman  client,  Otto  Sten 
to  sell  a  water-soluble  plant  fertilize 
In  1950  huckster  Hagedorn  took  oi 
a  full-page  ad  touting  the  product  i 
the  New  York  Herald  Tribune  Sund; 
edition.  He  knew  he  was  onto  some] 
thing  hot  when  in  only  three  day 
$22,000  in  mail  orders  poured  in.  i 

Hagedorn,  now  semi-retired  at  8;> 
built  Miracle-Gro  into  one  of  th 
world's  first  virtual  companies.  H 
son,  James  Hagedorn,  43,  recalls:  "I 
1995  the  company  consisted  of  3| 
people  in  a  $120  million  businen 
making  $35  million  a  year  and  pref 
much  hiring  everything  out  excep 
the  advertising  and  counting  th 
money." 
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In  1995,  after  periodically  rejecting 
Offers  over  the  years,  the  Hagedorns 
lold  their  Miracle-Gro  to  Scotts,  and 
Kcotts  has  never  been  the  same, 
-lagedorn  and  his  family  received 
>200  million  in  Scotts  convertible 
Nreferred  stock,  plus  warrants,  that 
»:ave  the  family  a  potential  42%  stake 
In  Scotts. 

i  It  was  a  classic  case  of  a  lean 
tntrepreneurial  company  indirectly 
laking  over  a  sluggish  old  tortoise  of 
.  company  In  its  first  year  the 
(nerged  company  showed  a  decline  in 
hrorits  after  some  marketing  and  pro- 
notional  programs  bombed.  Hage- 
Horn  and  the  board  kicked  out  the 
)ld  management  and  handed  the 
teins  to  a  handpicked  team  from 
hliracle-Gro. 

Tapped  for  the  head  job  was 
\  'harles  Berger,  a  veteran  of  32  years 
5t  H.J.  Heinz  who  had  been  on  Mir- 
[dc-Gro's  board  since  the  mid- 
1980s.  Berger's  number  two  is  Hage- 
porn's  son,  James,  who  runs  Scotts' 
U.S.  business  groups.  Before  joining 
licotts,  young  Hagedorn  spent  seven 


Whether  it's  Turf  Builder 
in  lawn  fertilizer, 
Miracle-Gro  in  plant  food 
or  Hyponex  in  potting  soil, 
Scotts'  brands  rule  the 
American  lawn  and  garden. 


years  in  the  Air  Force  as  an  F- 16  pilot 
and  then  eight  years  learning  the 
ropes  from  his  father  at  Miracle-Gro. 

Chuck  Berger's  and  Jim  Hage- 
dorn's  styles  are  worlds  apart.  Berger 
speaks  authoritatively,  but  is  as  inter- 
ested in  listening  as  in  talking.  Hage- 
dorn, on  the  other  hand,  is  often  out- 
spoken and  eager  to  impress. 

During  his  first  year  as  boss,  in 
1996,  Berger  wrote  down  assorted 
assets,  eliminated  product  lines  and 
trimmed  the  employee  rolls.  He  also 
set  up  the  kind  of  marketing  team 
and  promotion  that  had  made  Mira- 
cle-Gro so  profitable.  The  result  of 
this  restructuring  was  a  1996  loss  of 
$2.5  million  on  sales  that  were  flat  at 


about  $750  million. 

Then  Berger  and  Hagedorn 
floored  the  accelerator.  Scotts'  best 
growth  over  the  past  year  has  come 
from  its  consumer  lawn  business, 
which  represents  about  one-third  of 
sales  and  is  up  17%.  The  business  is 
very  seasonal,  lasting  roughly  ten 
weeks.  Last  year  Scotts  began  adver- 
tising fertilizer  in  the  fall,  which 
hardly  anyone  had  done  before. 
Makes  sense.  If  you're  going  to  fer- 
tilize your  lawn  only  once  a  year, 
that's  the  time  to  do  it.  Scotts' 
market  share  climbed  from  54%  to 
58% — meaning  it  took  for  itself  most 
of  the  growth  in  the  overall  market, 
which  grew  by  only  3%  to  4%. 

Berger  explains  his  marketing  strat- 
egy simply:  "Grow  the  total  market 
dynamically  and  take  all  the  growth." 

Scotts  is  spending  heavily  to  back 
the  promotion  with  product.  Just  last 
month  a  $22  million  production  line 
for  fertilizer  started  up.  New  packing 
lines  and  a  recently  opened  ware- 
house together  cost  another 
$18  million. 
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The  latest  technology  in  organizers, 
than  1 1/2  ounces.  The  size  of  a  credit  card, 
ust  as  portable.  Holds  everything  you  need: 
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The  biggest  spend- 
ing, however,  has  been 
on  acquisitions.  The 
clear  intent  is  to  build 
Scotts  into  a  full-line 
lawn  and  garden  com- 
pany, a  green-thumb 
equivalent  of  Procter  & 
Gamble  or  Coca-Cola. 
In  the  summer  of  1997 
Berger  and  company 
mapped  out  a  strategy 
to  break  into  the 
consumer  pesticides 
business  and  to  make 
a  big  push  into 
Europe's  $1.2  billion 
lawn  and  garden  prod- 
ucts market. 

Scotts'  largest  deal 
was  the  $300  million- 
plus  acquisition  of 
Monsanto's  Ortho  Bl^H 
product  line,  its  other 
consumer  pesticide  brands  and  relat- 
ed businesses.  It  also  got  an  exclusive 
20-year  license  to  sell  Monsanto's 
Roundup,  the  world's  most  popular 
broad-spectrum  herbicide  for  resi- 
dential lawns  and  gardens.  And  it 
paid  $47  million,  about  one  times 
sales,  for  Earthgro,  a  potting-soil 
outfit  in  the  Northeast. 

In  Europe  last  year  Scotts  bought 
Levington  Horticulture,  the  market 
leader  in  lawn  and  garden  products  in 
the  U.K.  This  year  it  added  France's 
Rhone-Poulenc  Jardin;  a  deal  to 
acquire  asef,  a  Dutch  outfit,  is  in  the 
works.  Scotts  is  quickly  becoming 
the  top  name  in  gardening  in  the 
U.K.,  France,  Germany  and  the 
Netherlands. 

Says  Berger:  "We  haven't  bought 
any  sick  companies,  so  we  don't  have 
to  be  turnaround  artists.  What  we 
bought  are  undermarketed  compa- 
nies. What  we'll  bring  to  them  isn't 
just  better  marketing  but  a  passion 
for  the  business." 

Will  American-style  marketing  play 
to  European  gardening  fanatics?  Why 
not?  It  wasn't  until  the  late  1980s  that 
Horace  Hagedorn  introduced  his 
Miracle -Gro  product  line  in  the  U.K., 
but  in  only  four  years  it  displaced  the 
longtime  market  leader,  and  now  has 
a  54%  share  of  the  water-soluble 
products  business  there. 

There's  a   bit  of  gamble   in  all 
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Horace  Hagedorn  shows  his  stuff 

He  built  one  of  the  world's  first  virtual  companies. 


this,  for  Scotts  is  expanding  chiefly 
on  debt;  the  Hagedorns  aren't  big 
on  having  their  ownership  stake 
diluted — which  could  be  good  for 
other  existing  shareholders,  too. 
By  next  spring  there  should  be 
$1.2  billion  of  total  debt,  raising  debt 
from  its  current  48%  of  capital  to 
70%.  But  interest  coverage  will  still 
be  covered  a  healthy  2.8  times  over 
by  cash  flow.  This  year,  even  after 

The  clear  intent  is  to  build 
Scotts  into  a  fall-line 
lawn  and  garden  company, 
a  green-thumb  equivalent 
of  Procter  &  Gamble  or 
Coca-Cola. 


hefty  capital  expenditures  and  high 
debt  charges,  Scotts  will  throw  off 
about  $50  million  of  free  cash  flow, 
$1.67  a  share. 

But  the  dream  of  building  a 
p&cg  of  gardening  is  far  from  com- 
plete. Now  Scotts  is  moving  into 
lawn  and  garden  services.  Last  year 
it  bought  a  small  lawn-care  service 
outfit  in  the  Midwest.  According  to 
Scotts,  only  about  one  in  seven 
American  homeowners  with  lawns 
uses  professional  lawn  care,  but  those 


who  do  are  the  bi 
spenders  in  the  categor 
accounting  for  75%  c 
the  $3  billion-plus  tha 
Americans  spend  o 
lawn  care.  The  servic 
market  is  highly  frag 
mented,  with  only  oni 
big  player,  Service 
Master's  TruGreen 
ChemLawn  subsidiary 
which  has  about  a  30' 
share.  Scotts'  strategy; 
to  leverage  its  brand;) 
offering  homeowners 
Scotts  lawn  and  Mira 
cle-Gro  landscape. 

An  even  larger  busi' 

ness  that  Scotts  hash 

participated   in   up   t 

now  is  the  $9  billio 

green  goods  (includin 

trees  and  shrubs)  marke. 

This  year  Scotts  too 

an  80%  interest  in  Sanford  Scientific 

a  leader  in  the  genetic  engineering  c 

plants.  Already  it  had  acquired  th 

exclusive  license  to  use  Sanford' 

"gene  gun"  technology  for  the  corr 

mercial  development  of  geneticalll 

transformed  turf  grasses,  flowers  an 

woody  ornamental  plants  like  azale; 

and  roses   (see  box,  p.  92).  This  : 

the  same  technology  through  whic 

new  resistant   strains   of  soybear 

corn  and  other  crops  were  develope 

that  are  fast  changing  the  agricultui 

al  landscape. 

The  gene-gun  technology  an 
others  that  Scotts  has  license 
or  invented  make  it  the  clear-cv 
leader  in  biotech  for  horticulture. 

Jim  Hagedorn  is  expected  to  tak 
over  as  chief  executive  when  Chuc 
Berger  steps  down  at  65,  thre 
years  from  now.  He  expects  Scott 
to  introduce  its  first  geneticall 
engineered  commercial  product  i 
about  two  years.  He  predicts  th< 
within  a  decade  biogenetics  will  b 
one  of  the  most  profitable  parts  ( 
the  company. 

But  long  before  then  Scotts  coun 
on  being  a  major  American  compan 
Says  Berger:  "Next  year  we'll  be  $1. 
billion,  and  nearly  $2  billion  if  yo 
include  the  sales  we  make  as  agent  ft 
Roundup." 

Here's  a  company — and  a  stock- 
to  watch.  ■ 
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.Liberty  Mutual  is  committed  to  reducing  the  impact  of  low  back  pain,  so  someone 
like  Joe  won't  miss  work,  or  the  occasional  piggyback  ride  with  daughter  Lisa. 
At  our  research  center  we  analyze  how  variations  in  bending  habits  can  affect  the 
risk  of  low  back  pain.  Our  research  has  led  to  innovative  products  like  Computaskr 
a  software  program  we  use  to  evaluate  workplace  tasks  and  help  recommend  ways 
to  ensure  that  Joe  and  daughter  Lisa  live  safer,  more  secure  lives.  fevgr 
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AS/400e=NT  Integration 


Now  you  can  get  the  best  of  both  worlds.  Right  here.  Right  now.  Thousands  of 


robust  AS/400e  business  applications.  And  thousands  of  Windows  NT*'  personal 


productivity  apps.The  good  news:  there's  no  need  to  stop  running  one  to  start 


the  other.  AS/400e  or  NT?  Choose  both  at  www.as400.ibm.com/NT3 


e-business  to 


IBM.  AS/400  and  the  e-business  logo  are  either  trademarks  or  registered  Irademarks  ol  International  Business  Machines  Corporation  in  the  US. 
and/or  other  countries  Microsoft.  Windows  and  NT  are  registered  trademarks  ol  Microsoft  Corporation  in  the  US  and/or  other  countries.  ©1998  IBM  Corp. 


Ah 


Attend  a  free 
executiye^emlnar 

on  using 
digital  strategies 

to  win  in 
the  marketplace. 


IBM  AS/400  is  pleased  to 
sponsor  an  information- 
filled  seminar  featuring 
Larry  Downes,  coauthor  of 
the  best-selling  business 
book  Unleashing  the  Killer 
App:  Digital  Strategies  for 
Market  Dominance.  This 
free  seminar  is  for  busi- 
ness executives  who  don't 
want  to  just  plan  for  the 
future. .  .they  want  to  own  /A 
For  the  date,  time  and  loca- 
tion of  a  seminar  in  your 
area,  call  1  800  IBM-7777 
and  ask  for  "Wave  Tour"  or 
visit  www.as400/ibm.com/ 
killerapps3 


What  gives  people  intuition?  Can  you  teach  it?  Can 
you  replicate  it  on  a  computer?  Nobelist  Herbert 
Simon  has  some  insights  on  the  subject. 

Flash  of  genius 


By  Philip  E.  Ross 


What  makes  a  good  doctor,  lawyer 
or  stock  picker?  What  enables  some 
students  to  pick  up  math  with  ease, 
whereas  others — including  many 
with  brains — flounder?  If  we  under- 
stood how  people  think,  we  could 
teach  them  better.  We  could  also 
program  more  smarts  into  our  com- 
puters. So  says  Herbert  Simon,  psy- 
chologist, author  of  The  Sciences  of 
the  Artificial  {myy  Press,  1996)  and 
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30  other  books — and  one  of  this 
century's  greatest  thinkers  on  the 
subject  of  thought. 

Simon  won  a  Nobel  Prize  in  eco- 
nomics in  1978  for  theories  of  deci- 
sion making  that  turn  on  the  nature  of 
human  expertise.  His  central  finding 
was  that  pattern  recognition  is  critical. 
The  more  relevant  patterns  at  your 
disposal,  the  better  your  decisions  will 
be.  This  is  hopeful  news  to  propo- 


nents of  artificial  intelligence,  sine 
computers  can  surely  be  taught  to  rec 
ognize  patterns.  Indeed,  successfl 
computer  programs  that  help  bank 
score  credit  applicants,  help  doctor 
diagnose  disease  and  help  pilots  Ian 
airplanes  depend  in  some  way  on  pai 
tern  recognition. 

What     about     creativity?  Surel 

Mozart  owed  his  phenomenal  earl 

success  to  more  than  mere  patter; 

recognition. 

"Mozart  compose 
for  14  years  before  h 
wrote  any  music  you'i 
regard  as  world-class, 
Simon  says.  "You  can  g«j 
and  listen  to  it.  You  ca;, 
tell  juvenile  Mozart  frorj 
18-year-old  Mozart.  It' 
the  same  in  all  fieldd 
Bobby  Fischer  got  th 
grand  master  title  i 
chess  in  just  under  te 
years,  and  so  did  thi 
Polgar  girl  [Judit  Polgak 
now  22]."  Brainpowe 
matters — but  so  doe 
experience. 

Simon's  inquiry  int 
expertise — its  limits,  iti 
specificity,  its  structure 
impulse  to  provide  ade 
quate  solutions  rathe 
than  ideal  ones — le< 
to  his  Nobel-winnin 
theory  of  "bounde 
rationality."  In  recen 
years  he  has  adapted  th 
theory  to  practical  con 
cerns  ranging  fror 
teaching  computers  t 
think  to  teaching  chi! 
dren  to  do  algebra. 

Forbes  sat  down  wit 
Simon  recently  at  hi 
puzzle-and-book-strew 
office  at  Pittsburgh 
Carnegie-Mellon  Un: 
versity.  At  82,  Simon  is  professor  < 
computer  science  and  psycholog; 
far  from  retirement  with  a  full  teacl 
ing  load. 

Forbes:  Your  office  is  cluttered 
with  brainteasers  and  puzzles, 
like  that  Tower  of  Hanoi  prob- 
lem. What  can  a  psychologist 
learn  from  games? 
Simon:  Take  chess  mastery.  Som 
have  attributed  chess  skill  mainly  t 
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analysis,  but  our  research 
shows  that  pattern  recog- 
nition is  key.  Give  a  master 
a  quick  glimpse  of  a  posi- 
tion from  a  real  game  and 
he  can  reconstruct  it 
almost  without  error; 
show  him  a  random  posi- 
tion and  he  does  hardly 
better  than  a  novice.  He 
relies  on  a  store  of  charac- 
teristic patterns. 

Gary  Kasparov's  chess 
rating  is  2,800,  yet  when 
he  plays  against  teams  of 
grand  masters  rated 
around  2,600  simultane- 
ously, he  still  beats  them. 
He  loses  only  about  100 
points  of  playing  strength 
even  though  he  thinks  for 
seconds,  not  minutes. 

This  is  true  of  other 
expertise.  Your  doctor 
probably  has  diagnosed 
you  before  you've  finished 
reciting  your  symptoms. 
You  cite  a  study  that 
found  that  business  ■■■■ 

school  students  took 
hours  to  calculate  solutions  to 
problems  that  experienced  busi- 
nessmen found  off  the  cuff. 
Exacdy.  I  think  we  need  to  pay  much 
more  explicit  attention  to  teaching 
pattern  recognition.  I  used  to  teach 
organizational  theory  in  the  business 
school  here,  and  it  was  hard  because 
although  the  students  had  lived  in 
organizations  all  their  lives,  they 
hadn't  thought  of  them  as  organiza- 
tions. Most  of  them,  in  those  days, 
had  no  business  experience. 


How  do  you  solve  an  algebraic  equation? 

Some  get  it  intuitively,  Simon  says;  others  can  be  taught 


tain  inefficiencies  in  learni 
and  also  for  forgetting. 
You  predicted  in  1956 
that  a  computer  would 
beat  the  world  chess 
champion  within  ten 
years. 

I  was  off  by  30  years. 
When  IBM's  Deep  Blue 
beat  Kasparov,  you 
insisted  that  the 
machine  was  thinking, 
lot  of  philosophers 
quibbled  with  that. 
That's  because  they  de 
thinking    as    that    whi 
computers  can't  yet  d 
They  keep  raising  the  ba 
Why  this  great  mystiqi 
about  a  word  called  thin 
ing?  What  is  supposed  I 
be  implied  by  putting  it 
quotation  marks  or  itali 
or  whatever  the  hell  it 
that  people  do?  Why  dor 
we  use  it  like  an  ordina 
term?    Do    people    ha' 
Do   tractors 
Yeah,    they 
mass.     Does 


haj 
bo 
thl 


You  calculated  that  experts  must 
have  access  to  something  between 
100,000  and  2  million  memory 
patterns.  How  did  you  arrive  at 
the  number? 

It  takes  at  least  ten  years  of  hard 
work — say,  40  hours  a  week  for  50 
weeks  a  year — to  begin  to  do  world- 
class  work.  We  found  it  takes  eight  sec- 
onds to  learn  a  pattern  for  a  day,  and 
quite  a  lot  longer  to  learn  it  perma- 
nently. That  takes  you  to  the  million- 
pattern  estimate,  if  you  allow  for  cer- 
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Brainteaser:  Can  you  cover 
this  grid  of  62  squares  with 
31  dominoes,  each  domino 
covering  2  squares?  If  not, 
can  you  prove  that  no  one 
can?  (Answer  on  page  104.) 


mass? 

mass? 

have 
undignify  people? 

I  would  simply  define  thinking 
an   operational  way.   If  we   saw 
human  doing  what  we'd  call  thi: 
ing,  I'd  like  to  apply  the  term 
exactly  the  same  way  to  compute 
Do  you  think  people  are  afraid 
that  smart  software  will  steal 
their  jobs?  I  don't  know  about 
any  computer  programs  that 
purport  to  do  magazine  writing 
but  I'll  bet  there  are  some  goo 
CD-ROMs  that  teach  college 
courses. 

It  turned  out  that  horses  were  bett 
at  pulling  plows  than  people  were 
pushing  them.  So  what's  new?  Tl 
doesn't  happen  instantly,  and  peop 
can  go  and  do  other  things. 

If  you  look  at  what's  happenii 
in  laboratory  science,  instrumen 
are  taking  over  the  data  gatherii 
and  the  data  interpretation.  Tl 
diagnosis,  so  to  speak,  has  be< 
taken  over  in  spades.  If  we  succe< 
in  deciphering  the  genome,  it's  n 
going  to  be  because  we  hin 
200,000  slaves  and  put  them  in 
dungeon,  but  because  we  got  tl 
right  computer  programs. 

Forbes  ■  November  16,  19* 


V 


V 


ACTUAl  PRICE  DEPEN1 


ONDEAtEP.-  >i  AD  lIGHflV  DRIVE  RESPOND  ,■  Off  POAD  »;:we 


LAND  ROVER  NOSTH  AMERICA   INC 


mittedly,  some  of  the  changes  we  made  are  for  the  worse. 


a  day  like  this,  anything  can  happen. 

■r  you  could  be  driving  the  1999 

;e  Rover  4.0  SE. 

o\v,  along  with  permanent  four-wheel 

1  the  Range  Rover  has  four-wheel 

ronic  traction  control  that's  designed 

t  you  through  sleet,  slush,  and  a  host 

her  equally  inhospitable  surfaces. 

3  it  won't  just  be  your  eyes  that  are 

1  to  the  road. 

'e've  even  added  front  side  airbags 


and  seatbelt  pre-tensioners  to  the  already 
heightened  security  of  dual  airbags, 
a  steel  inner  body  cage,  and  a  rugged, 


impact-absorbing  steel  frame. 

Altogether,  it's  absolutely  dripping  with 
reassurance. 

So  why  not  call  1-800-FINE  4WD  for 
the  nearest  retailer?  Or  visit  us  at 
www.Best4x4.LandRover.com.  Beyond  all 
its  elegance  and  refinements,  the  new 
Range  Rover  is  full  of  even  more  reasons 
that  support  its  858,625°  price. 

It  seems  fitting,  though,  to  stop  with 
four-channel  all-terrain  ABS. 


Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


Managed 

end-to-end 

security 
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Managing  your  data  network  in  today's  business  environment  requi] 
serious  juggling.  Need  help?  MCI  WorldCom  Advanced  Networks  is 
answer.  The  data  communications  solution  behind  3,000  of  the  worl 
largest  corporations,  Advanced  Networks  provides  comprehensive 
Internet,  Intranet,  Extranet  and  hosting  services  to  companies  whos 
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E-commerce 


One  company  can 

handle  it  all  on  a 

single  network. 
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MCI  WORLDCOM 


ADVANCED  NETWORKS 


cess  hinges  on  the  flow  of  critical  data.  All  executed  by  a  single  team, 
icated  to  customizing  our  services  to  meet  your  company's  specific 
is.  That  includes  integrating  solutions  to  help  you  migrate  from  your 
rent  network  technology  to  next-generation  IP  solutions.  For  details 
tact  us  at  1-877-755-1680  or  visit  www.wcom.net/adv/anl. 


Innovators  may  always  be  in 
demand,  but  most  professionals 
sell  knowledge  they've  acquired 
from  others.  Won't  software  take 
over  that  function? 
It  may  indeed.  But  I  hate  to  speculate 
about  just  when.  These  things  don't 
happen  suddenly,  and  people  have 
time  to  adapt.  The  good  career  bet 
has  always  been  to  exercise  your 
curiosity  and  get  some  general  tools 
that  you  can  apply  anywhere.  My 
degrees  were  in  political  science,  and  I 
haven't  had  any  professional  occasion 
to  use  political  science  for  60  years. 

You've  demystified  human 
intuition  as  mere  pattern  recog- 


big  hint — they  point  to  a  pattern 
in  the  way  the  dominoes  cover 
alternate  squares.  You're  filling  in 
the  blanks  for  them,  the  way  a 
computer  programmer  specifies 
every  last  step  in  an  algorithm. 
Well,  sure.  I  mean,  that's  what  we 
are — computers. 
Can  you  apply  these  ideas  to 
school  instruction? 
I  have  been  much  involved  since 
about  1980  in  an  experiment,  which 
is  no  longer  an  experiment,  for  teach- 
ing algebra  and  geometry  in  middle 
schools  in  China.  We're  in  maybe 
200  schools,  and  it's  spreading. 
Take  a  look  at  a  typical  algebra 


nition.  How  do  you  explain  the 
way  we  sometimes  instantly  see  a 
solution  to  a  problem  that  had 
resisted  attack  for  a  long  time? 

Insight,  you  mean.  I've  modeled 
that  with  my  colleague  Craig  Kaplan 
in  an  experiment  called  the  Mutilat- 
ed Checkerboard.  We  showed  sub- 
jects a  64-square  checkerboard  and 
covered  it  with  32  dominoes — one 
for  every  two  squares.  Then  we  cut 
off  the  upper-left  and  lower-right 
corners  of  the  board  and  asked  the 
subjects  to  either  cover  it  with  31 
dominoes  or  prove  that  it  can't  be 
done.  Many  couldn't,  even  after 
working  for  hours.  When  they  final- 
ly did,  they  did  so  in  a  flash. 

Representation  is  everything.  For 
example,   if  you  don't  color   the 
board  red  and  black,  the  problem 
becomes  much  harder. 
That's  because  the  colors  give  a 
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Solution  to  puzzle:  It  can't 
be  done.  To  see  why,  color 
the  grid  as  a  checkerboard. 
Note  that  a  domino  always 
covers  one  black  and 
one  red  square.  So  there  is 
no  way  dominoes  can  cover 
32  black  and  30  red  squares. 


book.  In  the  first  chapter  it  tells  you 
what  you  can  do  to  an  equation.  You 
can  add  the  same  number  to  both 
sides;  you  can  subtract  the  same 
number  from  both  sides;  you  can 
multiply  both  sides  by  the  same 
number;  you  can  divide  both  sides  by 
the  same  number;  you  can't  divide  by 
zero.  And  maybe  the  teacher  explains, 
or  maybe  the  teacher  doesn't,  and 
maybe  you  understand,  or  maybe  you 
don't,  that  if  you  do  those  things  and 
only  those  things,  the  X  that  will  sat- 
isfy the  equation  will  be  the  same  as  it 
was  before. 

In  the  second  chapter  you  learn  to 
solve  equations  by  applying  those 
rules.  But  you  show  me  the  algebra 
book  that  explains  how  you  choose 
which  rule  to  apply  when. 
Isn't  that  the  kind  of  pattern 
recognition  you  just  have  to  gain 
through  experience? 


No.  There  are  perfectly  good  ruk 
I  can  write  down  three  "if/thei 
rules:  If  there  is  a  number  on  tl 
left-hand  side,  subtract  it  from  bo 
sides.  If  there's  a  letter  on  the  righ 
hand  side,  subtract  it  from  bo 
sides.  If  you've  done  those  tv 
things  and  the  X  on  your  left-hai 
side  has  a  coefficient  other  than  or 
divide  by  that  coefficient.  So  yc 
have  X  equals  the  answer. 

But  notice  that  algebra  teachh 
has  concentrated  on  the  rules,  t! 
legalities.  What  do  legalities  do  f 
you?  They  tell  you  what  you  mu 
not  do.  They  don't  tell  you  what  I 
do.  The  teacher  gets  up,  writes 
proof  on  the  board  and  writ 
Q.E.D.  You  have  followed  every  st- 
and checked  it;  the  proof  was  rig! 
And  then  you  go  up  and  ask,  "Bl 
what  made  you  think  of  using  the 
steps?"  That  hadn't  been  taught. 
Did  you  test  the  curriculum  out 
against  the  traditional  way  of 
teaching  math? 
Under  the  experiments  we  ran,  [st 
dents]  could  learn  about  half  aga 
as  fast.  You  can  get  such  advantag 
from  other  tutoring  schemes,  bu 
think  they  all  have  this  idea  impli 
in  them. 

My  colleague  John  Anderson  r 
devoted  most  of  his  research  for  t 
past  ten  years  to  computer  tutors 
geometry  and  algebra.  He  has  the 
in  somewhere  between  half  a  doz 
and  a  dozen  cities  in  the  U.S.,  a 
they're  performing  very  well. 
What's  the  trick  with  that  Tow» 
of  Hanoi?  You  have  to  move  th 
rings,  one  at  a  time,  from  one 
pin  to  another  without  ever 
stacking  a  larger  one  on  a  small 
one,  right? 

Right.  The  problem  explores  hum 
memory,  above  all  the  seve 
item  limit  that  makes  telepho 
numbers  hard  to  retain.  Atta 
the  problem  with  short-tei 
memory  and  you  can  do  three  or, 
most,  four  disks.  The  number 
moves  doubles  with  each  added  di 
The  smart  strategy  is  to  try  to  { 
the  largest  disk  to  the  far  spike,  a 
if  you  can't,  then  remove  wha 
blocking  you.  If  you  can't  do  th 
then  remove  what's  blocking  y 
there,  and  so  on — a  recurs 
process. 
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Go  confidently  in  the  direction  of  your  dreams. 
Live  the  life  you've  imagined. 

-Henry  David  Thoreau 


What  do  you  want  out  of  life?  What  do  you  imagine  it  to  be?  Does  it  scare  you?  Or  fill 

you  with  promise  and  anticipation?  At  American  General,  50,000  dedicated  women  and 

men  help  you  meet  your  financial  needs  with  retirement  services,  life  insurance, 

and  consumer  loans.  And  with  70  years'  experience  and  $100  billion  in  assets, 

we're  helping  over  12  million  people  live  the  life  they've  imagined. 

Live  the  life  you've  imagined^ 


American 

General 


Financial  Group 


§1998  American  General  Corporation,  www.agc.com  or  1(800)  AGC-1111 


driver 

By  Jerry  Flint 


A  vintage  contrarian 


"The  customer 
isn't  always 
right."  That 
sound  sacrile- 
gious? Not  to 
Bob  Lutz. 


Bob  Lutz,  recently  retired  vice  chairman  of 
Chrysler,  has  written  a  book,  a  mercifully 
small  one,  just  226  pages,  in  this  age  of 
megatomes.  The  title  is  even  shorter  than 
the  book:  Guts.  Read  it  if  for  no  other 
reason  than  to  learn  Bob's  "Seven 
Immutable  Laws  of  Business." 

But  it's  worth  reading  for  more  than  that. 
This  is  vintage  Bob — contrarian,  thoughtful, 
and  he's  really  fun  to  read.  Lutz  was  22 
before  he  graduated  from  high  school. 
Then,  at  his  father's  insistence,  he  went  into 
the  Marines,  becoming  a  fighter  pilot.  He 
fell  in  love  with  the  auto  industry  and 
worked  for  GM,  BMW,  Ford  and  finally  Lee 
Iacocca's  Chrysler.  Bob  became  the  spirit  of 
Chrysler,  leading  the  engineering  and 
design  teams,  pushing  them  and  Lee  to  take 
the  risks  that  led  to  success. 

He  loves  to  talk  about  the  Viper:  "Zero 
to  jail  in  four  seconds  was  this  car's  mes- 
sage," he  writes.  This  outrageously  macho 
roadster  wasn't  expected  to  move  much 
merchandise,  but  it  was  a  great  boost  to 
Chrysler  morale,  which  badly  needed  a  lift. 

"I'm  frequently  asked — especially  by  the 
Japanese,  who  worship  research — what 
process  of  market  analysis  led  us  to  Viper's 
design,"  he  writes  "I'd  love  to  say  we  did  a 
careful  study  and  found  that  a  huge  seg- 
ment of  the  American  (and  European  and 
Japanese  and  Middle  Eastern)  public  was 
just  dying  for  a  $50,000  car  with  no  door 
handles,  no  real  top,  no  windows,  a  big  gas- 
guzzler,  no  factory  air,  no  CD  player,  no 
automatic  transmission,  a  steering  column 
borrowed  from  the  Jeep  Cherokee,  room 


The  Viper,  Bob 
Lutz's  favorite  car. 
No  market  analysis, 
no  studies,  no 
surveys.  Just  zero 
to  jail  in  four 
seconds. 


for  barely  two  people  and  next  to  no  lug 
gage. space. 

"But  we  didn't  do  a  survey.  We  just 
decided  it  might  be  nice,  for  a  change,  to  let 
our  most  impassioned  car  buffs  design  a  car 
to  suit  their  tastes." 

Oh  yes,  Bob's  seven  laws: 

1.  "The  customer  isn't  always  right."  Ask 
people  if  they  would  prefer  a  sports  car  or  a 
battery-powered  station  wagon.  The 
respondent  is  likely  to  figure  he  should 
throw  away  childish  whims  and  answer  sen 
ously  and  maturely.  He  votes  for  the  bat- 
tery-powered station  wagon  but  he  would 
never  buy  it. 

2 .  "The  primary  purpose  of  business  is 
not  to  make  money."  What  then?  Lutz 
claims  companies  that  do  make  lots  of 
money  tend  to  be  run  by  enthusiasts  who, 
in  the  normal  course  of  gratifying  their  own 
tastes  and  curiosities,  come  up  with  prod- 
ucts or  services  that  so  excite  their  cus- 
tomers that  those  companies  end  up  makin 
lots  of  money. 

3.  "When  everybody  else  is  doing  it, 
don't."  Two  years  ago,  car  companies  were 
trampling  each  other  to  build  capacity  in 
Thailand  and  India.  Lutz  used  to  tell  me 
that  those  markets  weren't  capable  of  using 
all  that  capacity,  and  everyone  knew  it.  He 
was  right. 

4.  "Too  much  quality  can  ruin  you." 
Meaning?  Lutz:  "Given  two  extremes — zerc 
defects  with  no  delight,  and  delight  with  a 
few  squeaks  in  it — the  public  will  always  buj 
the  latter." 

5.  "Financial  controls  are  bad."  Excessive 
controls,  that  is.  "After  all,  my  father  was  a 
Swiss  banker."  But  good  managers  need 
some  leeway. 

6.  "Disruptive  people  are  an  asset."  Yes, 
reallv:  "They're  the  irritating  grains  of  sand 
that,  in  the  case  of  oysters,  every  now  and 
then  produce  a  pearl." 

7.  "Teamwork  isn't  always  good."  Why? 
There's  too  much  concern  with  sparing  the 
feelings  of  those  who  make  peace  with 
shoddiness  and  imperfection. 

After  the  "Laws"  there  are  the  "Corollar 
ies,"  such  as:  "A  little  fear,  in  reality,  ain't 
all  that  bad."  (Guts,  bv  Robert  A.  Lutz, 
John  Wiley  &  Sons,  $24.95.) 


OtlOl 


Jerry  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 
106 


Forbes  ■  November  16,  19' 


Special  Advertising  Section 


I 


i  ......     •»••«••• 


:0  and  ' 


eronwestt 

Revitalized  for  Success 
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onomic-Success  Momentum  Drives  Development  Efforts  in  Northwest  Ohio 

The  secret  of  that  elusive  quality  of  "momentum"  has  been  discovered  in  North- 
west Ohio,  bringing  wave  after  wave  of  economic  success  stories,  awards  and  records  as 
the  area  surges  into  the  21st  century. 

Toledo,  the  metropolitan  hub  of  the  region,  was  named  an  All-America  City  as  the 
latest  of  its  accomplishments,  with  the  surrounding  areas  actively  contributing  to  the 
overall  economic  acceleration. 

Since  1994,  more  than  $5.4  billion  has  been  invested  in  Northwest  Ohio,  and  more 
than  16,000  jobs  have  been  created.  However,  of  greater  importance  to  the  residents  of 
the  area  is  that  more  than  27,000  jobs  have  been  retained  through  these  efforts. 
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George  V.  Voinovich 

Governor 

State  of  Ohio 


Ohio  led  the  nation  in  new  busi- 
ness facilities  and  expansions 
during  the  1990s  by  paying  care- 
ful attention  to  our  corporate  cus- 
tomers and  partnering  with  local 
and  regional  growth  associations. 

Northwest  Ohio,  anchored  by 
the  City  of  Toledo,  exemplifies  the 
success  of  our  formula.  Our  part- 
nership built  winning  incentive 
packages  for  Northstar  Steel, 
Owens  Corning,  Cooper  Tire  and 
many  others. 

Perhaps  the  greatest  victory  of 
all  was  our  partnership's  effort  to 
"Keep  Jeep."  Chrysler's  decision 
to  remain  in  Toledo  and  invest 
$1.2  billion  is  a  testament  to 
Ohio's  outstanding  business  cli- 
mate, labor-management  rela- 
tions and  workforce. 

We  have  improved  Ohio's  finan- 
cial incentives  package  and 
returned  $4.6  billion  to  employers 
since  1995  through  workers' 
compensation  reform.  We  are 
helping  to  train  employees  in 
tomorrow's  technologies.  And  we 
are  creating  increased  export 
opportunities. 

Over  the  last  eight  years,  Ohio 
has  reclaimed  its  leadership  and 
global  competitiveness,  which 
was  made  possible  through  the 
hard  work  of  organizations  like 
the  Regional  Growth  Partnership. 


Among  the  region's  achievements: 

•  Northwest  Ohio  ranked  number 
one  in  the  state  for  new  capital 
investments. 

•  The  region's  effort  to  keep  the  Jeep 
plant  expansion  in  Toledo  was  rec- 
ognized by  Site  Selection  magazine 
as  one  of  the  "Top  10  Deals  in  the 
World  in  1997." 

•  Toledo  was  20th  in  Industry  Week 
magazine's  annual  ranking  of 
315  manufacturing  communities 
nationwide. 

•  The  Regional  Growth  Partnership, 
the  public-private  development  cor- 
poration for  Toledo  and  Northwest 
Ohio,  was  recognized  as  one  of  the 
"Top  20  Economic  Development 
Agencies  in  the  World"  by  Site 
Selection  magazine. 

•  In  one  year,  1 34  economic  develop- 
ment projects  were  completed  in 
Northwest  Ohio,  resulting  in  $2.4 


billion  in  new  capital  investment 
the  retention  of  more  than  8,3C 
jobs  and  the  creation  of  3,3C 
new  jobs. 

Chrysler  Decides  Toledo 
Best  Place  to  Continue 
Manufacturing  Jeeps 

The  region's  economic  resurgenr. 
shows  no  signs  of  faltering.  Toledo  ancl 
regional  officials  waged  a  very  energetiq 
and  successful  campaign  to  keep  Jeef 
operations  in  the  area.  Chrysler  wil 
invest  $1.2  billion  to  build  a  new  1.1 
million-square-foot  Jeep  assembly  planl 
in  North  Toledo  and  maintain  4,90(| 
employees.  The  plant's  employees  wei 
acknowledged  as  one  of  the  most  proil 
ductive  workforce  teams  in  the  entirl 
Chrysler  network  and  they  were  a  ke;j 
reason  for  the  firm's  decision  to  stay. 

Chrysler's  action  added  considerabl 
economic  momentum,  both  regiona 
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nd  locally.  Local  leaders  acknowledge 
hat  keeping  Jeep  in  Toledo  was  as 

portant  to  that  momentum  as  it  was 
Dr  the  local  economy.  During  the  com- 
any's  decision-making  process,  a 
Toledo  Loves  Its  Jeep"  campaign  flood- 
d  the  city.  Billboards  were  strategically 
laced  throughout  the  city  and  signs 
rere  hung  in  residents'  yards,  business- 
s  and  cars. 

The  decision  by  Chrysler  to  remain  in 
n  urban  area,  rather  than  relocate  to  a 
green  field"  setting,  has  been  described 
y  local  officials  as  "courageous."  It  was, 
ndeed,  a  cooperative  campaign  to  influ- 
nce  Chrysler,  with  virtually  all  concerns 
n  Northwest  Ohio  contributing  boldly 
nd  positively  to  the  effort. 

At  the  time  of  the  announcement, 
Zhrysler  Chairman  Robert  Eaton 
aid,  "The  entire  corporation  was 
ouched  by  the  outpouring  of  support 

isplayed  by  the  people  of  the  Toledo 


area.  As  I  look  back,  our  decision  was 
inevitable." 

Owens  Corning  Builds 

New  Corporate  Headquarters 

In  DowntoWn  Toledo 

Chrysler  was  not  the  only  major  com- 
pany to  reaffirm  its  commitment  to 
Toledo.  Owens  Corning  chose  a  beauti- 
ful riverfront  site  in  downtown  Toledo 
for  its  new  corporate  headquarters.  Not 
only  did  the  company  invest  more  than 
$300  million  in  the  distinctive  building, 
but  it  also  ensured  the  retention  of  more 
than  1,200  jobs  for  the  local  economy. 
Both  decisions  —  to  stay  in  Toledo,  and 
to  relocate  to  a  downtown  site  —  are 
considered  significant  by  officials 
throughout  Northwest  Ohio. 

Northwest  Ohio  Message 
Goes  Around  the  World 

The    achievements    and    assets    of 


Dennis  Johnson 
Chairman 
Regional  Growth 
Partnership 


Northwest  Ohio  ranked  No.  1  in 
the  state  for  new  capital  invest- 
ments in  1997,  while  Ohio  ranked 
No.  2  nationally  for  new  facilities 
and  expansions.  The  record-set- 
ting economic-development  pace 
in  Northwest  Ohio  has  been 
spearheaded  by  the  Regional 
Growth  Partnership,  a  public/pri- 
vate development  corporation 
serving  Toledo  and  10  surround- 
ing counties. 

Since  the  RGP  was  formed  in 
1994,  more  than  445  projects 
have  been  completed,  through 
cooperation  among  the  region's 
business,  development  and  gov- 
ernment leaders.  With  so  many 
success  stories,  Northwest  Ohio 
is  redefining  itself  as  a  world- 
class  manufacturing  and  busi- 
ness location. 

The  RGP  staff  has  more  than 
120  years  of  combined  economic 
development  experience,  and  pro- 
vides quick  and  thorough  results 
for  our  clients.  To  learn  more 
about  Northwest  Ohio  and  how 
you  can  join  our  growing  region, 
please  contact  us. 


Vm 


REGIONAL  GROWTH  PARTNERSHIP 

Building  a  High- Performance  Economy 

Recognized  as  one  of  the  "Top  20 
Economic  Development  Groups  in  the 
World"  by  Site  Selection  magazine. 

300  Madison  Ave.,  Suite  270 
Toledo,  Ohio  43604 
Phone:  (419)  252-2700 
Fax:  (419)  252-2724 
Web  site:  www.rgp.org 
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Carleton  S.  Finkbeiner 

Mayor 

City  of  Toledo 


Toledo  —  designated  as  an  All- 
America  City  in  1998  —  is  a 
dynamic  community  that  has 
received  multiple  accolades. 

The  City  is  endowed  with  valu- 
able natural  assets,  including  the 
Maumee  River,  Lake  Erie,  rich  soil 
and  a  beautiful  aquifer.  Toledo 
was  thus  recognized  by  the  Ohio 
EPA  with  its  Outstanding  Public 
Water  Systems  Award. 

With  its  outstanding  "cross- 
roads" positioning,  Toledo  has 
evolved  into  an  international 
transportation  center  —  linking 
air,  rail,  highway,  water  and 
pipeline. 

Manufacturing  employment  has 
surged  as  Toledo  attracts  new 
companies     and     area     firms 
expand.  This  is  highlighted  by 
Chrysler's  decision  to  invest  $1.2 
billion  in  its  local  Jeep  operation. 
Toledo  also  offers: 
•Employment  levels  at  a  25- 
year  high;  unemployment  of 
4.8%  at  a  22-year  low 
•About  175,000  skilled  workers 
and  a  stable  population  of 
315,000 

•Abundant  educational  facilities 
with  technical  training  oppor- 
tunities. 

Toledo 

tMlmmkiOi 

Mill' 

Phone:  (419)  245-1286 

Fax:  (419)  245-1462 

Web  site:  www.ci.toledo.oh.us 

E-mail:  margareta.poorman@ci.toledo.oh. us 


Toledo  and  Northwest  Ohio  have  not 
gone  unnoticed.  The  Regional  Growth 
Partnership,  in  particular,  has  been 
responsible  for  an  international  market- 
ing campaign  to  promote  the  region. 

Among  the  numerous  national  and 
international  publications  that  have 
acknowledged  the  region's  successes  are 
the  London  Financial  Times;  Readers' 
Digest;  Time;  Newsweek;  Plastics  Tech- 
nologies; and  Hemispheres,  the  United 
Airlines  in-flight  magazine,  as  well  as  the 
CNN  and  CBS  television  networks. 

These  and  other  favorable  messages 
have  reached  an  estimated  59  million 
people  over  the  past  few  years,  con- 
tributing to  the  overall  reputation  and 
expansion  of  the  region.  The  Greater 


Toledo  Convention  and  Visitors  Bureau 
also  promotes  the  area  and  works  to 
bring  meetings,  trade  shows,  conven- : 
tions  and  other  attractions  to  the  area, 
in  general,  and  to  the  Seagate  Conven- 
tion Centre,  in  particular. 

Regional  Cooperation  and 
Partnerships  Are  a  Proven 
Formula  for  Success 

"Regionalism"  is  credited  as  a  key . 
component  in  the  economic  turnaround 
of  Northwest  Ohio.  "The  determination 
and  partnership  of  the  region's  business 
leaders,  government  officials  and  citizens 
are  responsible  for  the  record-setting 
economic-development  pace  in  North- 
west Ohio,"  says  Donald  E.  Jakeway, 


Ifcrtners  in  lYogress 

Companies  Choose  Northwest  Ohio  Locations 
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/\ll  i  lit.  ii-iiinO£>  I  HAT  CAN  KEEP  YOU  UP  NIGHTS, 
HEROKEE'S  PAYMENTS  WON'T  BE  ONE  OF  THEM. 


CRACKLE! 
CRACKLE! 


CRUNCH! 


KERPLUNK! 


Coyotes  aside,  it's  a  safe  bet  that  if  you  own  a 
■  Cherokee  Sport  you'll  sleep  tight.  After  all,  it's 
m  equipped  with  an  affordable  price.  And  just 
•:  everything  else  one  could  want  or  need  in  a  4x4. 
jror  starters,  Cherokee  Sport  comes  with  a  Power 
<|l-6  engine  to  get  you  up  some  pretty  rugged 
Optains.  Then  there's  its  available  Selec-Trac* 
U|ime  four-wheel  drive  to  see  you  over  most  any 
I  of  terrain — no  matter  how  rough  and  tumble. 
C|Ladra-LinkB  front  suspension  to  carry  you  over 
o*  and  rocks  confidendy  And,  of  course,  extras 


like  air  conditioning,  power  windows  and  locks, 
and  Remote  Keyless  Entry— all  at  no  extra  charge. 
All  of  which  makes  jeep  Cherokee  Sport  a 
gutsy  four-wheel  drive  sport  utility  vehicle  with 
the  ability  to  plow  through  just  about  everything, 
except  your  savings  account.  For  more  information, 
just  call  1-800-925-JEEP  or  visit  www.jeep.com. 


Jeep 


There's    Only   One 


;gistered  trademark  of  Chrysler  Corporation. 
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Sandy  Isenberg 

President 

Lucas  County  Board  of 

County  Commissioners 


Lucas  County  believes  in  build- 
ing public/private  partnerships  to 
foster  economic  development 
efforts  in  Northwest  Ohio.  County 
officials  work  closely  with  munici- 
palities, townships  and  business- 
es to  promote  economic  develop- 
ment and  housing  initiatives. 

As  part  of  that  effort,  Lucas 
County  offers  a  premier  business 
site  called  Westwinds  Business 
Center,  which  has  130  prime  con- 
trolled acres  and  nearly  400 
acres  in  reserve.  Westwinds  is 
located  at  the  hub  of  middle 
America's  growth  and  transporta- 
tion corridor,  with  access  to  I- 
475,  1-80  and  1-90,  and  is  one 
mile  from  Toledo  Express  Airport. 

Westwinds  is  the  only  airport- 
area  development  site  with  all  of 
its  infrastructure  and  utilities  in 
place,  and  boasts  wide,  heavy- 
duty  curbed  streets  and  direct  rail 
access. 

In  addition,  Lucas  County  offers 
commercial  and  recreational  boat- 
ing, and  is  home  to  the  world- 
famous  Toledo  Mud  Hens  minor 
league  baseball  team,  the  Toledo 
Zoological  Gardens  and  the  Toledo 
Museum  of  Art. 


Lucas  County,  Ohio 

For  more  information,  contact: 
Waymon  M.  Usher,  Director 
Lucas  County  Economic  Development 
One  Government  Center,  Suite  800 
Toledo,  Ohio  43604-2259 
Phone:  (419)  213-4510 
Fax:  (419)  213-4532 


president  and  CEO  of  the  Regional 
Growth  Partnership.  The  Partnership 
works  with  private  companies,  as  well  as 
state  and  local  economic  development 
organizations,  to  quickly  capitalize  on 
both  project  and  marketing  opportunities. 
Much  of  the  success  is  attributed  to 
the  cooperative  working  arrangements 
between  the  Regional  Growth  Partner- 
ship, the  Toledo-Lucas  County  Port 
Authority,  the  Toledo  Area  Chamber  of 
Commerce,  the  economic  development 
organizations  in  the  City  of  Toledo,  the 
10  counties  in  Northwest  Ohio 
(NORED)  and  the  State  of  Ohio. 

Infrastructure  in  Readiness 
For  Business,  Industry 

Throughout  Northwest  Ohio,  the 
required  infrastructure  is  in  place  to 
easily  and  quickly  welcome  new  busi- 


r 


ness  and  industrial  investment 
land,  utilities  and  necessary  govemmc 
cooperation  are  ready  to  support  grow 
in  every  area  of  the  region.  All  10  coii 
ties  in  Northwest  Ohio  have  develop 
industrial  parks,  which  are  ready  1 
expanding  or  relocating  businesses.  S[! 
cific  sites  are  also  available  with  varic 
types  of  investment  opportunities 

Enlightened  Labor-Managemei 
Cooperation  Brings  High-Quali 
Productivity  Standards 

Confidence  in  the  labor  force  h 
played  a  pivotal  role  in  Northwt. 
Ohio's  economic  renaissance.  Hig 
quality  workmanship,  productivity  ef< 
ciencies  and  added-value  benefits  . 
proven  results  of  the  current  labor  c 
mate.  This  was  a  leading  factor 
Chrysler's  decision  to  stay  in  Toledo  - 


Reach  38%  of  US. 

Consumer  and  Industrial  Markets 


500  Mile 
Radius 
from  Toledo 

Regional  Growth  Partnership 


j/Ve   have   a   three-part   philosophy: 
Performance. 
Performance. 
Performance. 


We  could  say  that  we're  committed  to  flaw- 
less performance.  But  we  prefer  to  prove  it. 
KeyBank  has  been  bringing  world-class 
financial  services  to  the  robust  economic 
region  of  Northwest  Ohio.  As  the  largest 
banking  institution  in  the  Toledo  area, 
we're  proud  to  deliver  a  full  range  of  finan- 
cial services  to  this  community. 
To  find  out  more,  call  us  at 
1-419-259-8525. 


HELP        AT         EVERY        TURN 
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the  company  strongly  wanted  to  keep  its 
existing  workforce. 

The  enlightened  labor-management 
climate  occurring  in  the  Toledo  area  is  partly 
a  result  of  organized  labor  leadership 
embracing  community  involvement  and 
assuming  key  civic-responsibility  roles. 
These  activities  include  membership  on  the 
boards  of  organizations  such  as  the  Toledo- 
Lucas  County  Port  Authority  and  the 
Regional  Growth  Partnership. 

Ample,  Skilled  Labor  Force  Boosts 
Northwest  Ohio's  Attractiveness 

While  the  regional  population  of  North- 
west Ohio  nears  one  million,  its  available 
labor  pool  totals  more  than  500,000,  with 
the  working-age  population  predicted  to 
grow  at  increasing  rates  after  the  turn  of  the 
century. 

Employers  in  the  area  benefit  from  a  well- 


. 
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trained,  productive  workforce.  Employ- 
ment is  at  a  26-year  high  and  unemploy- 
ment at  a  23-year  low.  Manufacturing  job 
growth  in  the  area  surpasses  9.4%. 

Like  most  midwestern  metropolitan 
areas.  Northwest  Ohio  is  seeing  a  shift 
from  its  traditional  manufacturing  base  to 
service-oriented  industries.  In  the  10- 
county  region,  there  is  now  a  close 
balance  in  employment  by  industry  cate- 
gory. Manufacturing,  service  and  whole- 
sale/retail trade  each  attract  about  25% 
of  the  labor  pool. 

And,  as  most  site-selection  decision 
makers  will  attest,  the  size  of  the  potential 
skilled  labor  force  in  an  area  is  extremely 
important.  In  that  regard,  Northwest 
Ohio  offers  a  substantial  potential  work- 
force of  about  175,000  students  who  are 
enrolled  in  colleges  and  universities  that 
are  located  within  an  hour  of  Toledo. 


Any  vehicular  manufacturer  with  plants  around  the  world  could  be 
neighbors  with  Dana  Corporation.  For  two  reasons.  There's  a  good 
chance  we  might  already  have  a  facility  there  supplying  innovative 
systems,  assemblies  and  components.  And  if  we  don't,  there's  a 


HI,  NEIGHBOR. 


possibility  we  could  build  a  plant  next  door.  We 
go  to  the  ends  of  the  earth  to  be  responsive  to  our 


customers.  That's  what  good  neighbors  are  for.  That's  what  we're  here 
for.  Or  over  there  for.  We  do  whatever  our  customers  need  to  help  them 
get  to  the  future  ahead  of  schedule.  Be  it  cutting  inventory  and  invest- 
ment costs  or  speeding  up  the  time  it  takes  to  get  their  products  to  market. 
So  visit  us  at  www.dana.com  and  find  out  how  we  help  our  neighbors 
take  care  of  some  of  their  chores.  ^<p?&'f/i#dty/f&^fa/j6y® 
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James  H.  Hartung 
President  and  CEO 
Toledo-Lucas  County 
Port  Authority 


Toledo  is  a  global  transporta- 
tion center  with  an  internationally 
ranked  air-cargo  hub,  a  world- 
class  seaport  serving  maritime 
trade  through  the  Great  Lakes/St. 
Lawrence  Seaway  system,  one  of 
the  top  five  rail  centers  in  the 
country  and  Ohio's  busiest  rail 
passenger  terminal. 

Strategically  located  at  the  epi- 
center of  America's  industrial 
heartland,  Toledo  is  within  500 
miles  of  43%  of  U.S.  industrial 
markets  and  47%  of  those  in 
Canada. 

The  Toledo-Lucas  County  Port 
Authority  aims  to  optimize  the 
transportation  infrastructure  and, 
with  its  partners,  stimulate  eco- 
nomic development  through  new 
investments,  business  expansion 
and  job  creation  and  retention 
programs.  In  1997,  the  econom- 
ic impact  of  the  Toledo-Lucas 
County  Port  Authority  was  nearly 
$1  billion.  Moreover,  about  5,600 
jobs  were  directly  or  indirectly 
dependent  upon  the  Port  Author- 
ity's activities  and  programs. 

Transportation  and  Toledo  go 
hand  in  hand.  Contact  us  if  we 
can  be  of  assistance,  because 
transportation  is  our  business. 

Toledo-Lucas  County 
Port  Authority 


Phone:  (419)  243-8251 
Fax:  (419)  243-1835 
www.toledoportauthority.org 


The  area's  excellent  highway  trans- 
portation infrastructure  facilitates  a  high 
level  of  cross-commuting  throughout 
the  10-county  region,  creating  extensive 
mobility  for  the  existing  workforce. 

Network  of  Training  Options 
Provides  Key  Ingredients 
For  Workforce  Development 

Northwest  Ohio  places  a  high  prior- 
ity on  training  a  highly  skilled  work- 
force, offering  unique  programs  that 
span  all  stages  of  education  and  career 
development. 

Through  four-year  state  universities 
such  as  the  University  of  Toledo  and 
Bowling  Green  State  University;  two- 
year  community  colleges  such  as  Owens 
Community  College,  Northwest  State 
Community  College  and  Terra  Com- 
munity College;  the  Medical  College  of 
Ohio  and  business;  and  state-supported 
specialized  training  programs,  North- 


west Ohio  can  meet  the  high  demand 
for  skilled  labor  in  various  industries 
through  customized  workforce  training. 

The  region  possesses  a  very  successful 
School-to-Work  initiative,  aimed  at 
widening  the  understanding  of  high 
school  students  to  choose  and  prepare 
for  their  desired  career  paths. 

The  area  is  actively  involved  in  the 
EnterpriseOhio  Network,  a  statewide 
association  of  two-year  college  campus- 
es. This  network  is  a  valuable  compo- 
nent of  Ohio's  economic  development 
infrastructure,  where  the  colleges  part- 
ner with  businesses  and  public- 
sector  organizations  to  provide  employee 
training. 

The  Toledo  Technology  Academy, 
which  is  financed  in  part  by  a  $1.2  mil- 
lion National  Science  Foundation  grant, 
provides  a  full  high  school  curriculum 
with  a  unique  twist  —  all  subjects 
are  interrelated  with  manufacturing 
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James  Hoffman 
President.  Northwest  Ohio 
KeyBank 


A  robust,  growing  region  like 
Northwest  Ohio  needs  a  financial 
institution  that  can  provide  expert 
advice,  innovative  products  and 
services  and  cutting-edge  tech- 
nology like  Internet  banking.  Key- 
Bank  is  that  financial  institution. 
Serving  Northwest  Ohio  from  its 
district  headquarters  in  Toledo. 
KeyBank  offers  the  resources  of 
a  $76  billion  corporation  com- 
bined with  the  local  knowledge 
and  personal  service  of  dedicat- 
ed hometown  employees. 

KeyBank  has  partnered  with 
civic,  government  and  business 
leaders  to  find  financial  solutions 
that  will  continue  fueling  eco- 
nomic growth  in  the  region.  Our 
highly  trained  professionals  spe- 
cialize in  small  business,  corpo- 
rate banking,  private  banking, 
asset  management,  wealth  trans- 
fer, investments,  insurance,  leas- 
ing and  other  areas.  KeyBank  can 
help  match  businesses  with  the 
resources  they  need  to  grow  and 
be  successful. 

As  the  largest  banking  organi- 
zation in  Northwest  Ohio,  Key- 
Bank  will  continue  its  leadership 
by  utilizing  its  people,  products 
and  technology  to  help  expand 
economic  growth  in  Toledo  and 
Northwest  Ohio. 


engineering  technologies. 

In  addition,  the  Edison  Industrial 
Systems  Center  and  the  National  Center 
for  Tooling  and  Precision  Components 
provide  specialized  training  in  a  variety 
of  engineering,  computer,  research  and 
health  technology  fields. 

The  Center  for  Manufacturing  Excel- 
lence (CME)  in  Toledo  offers  full  class- 
room apprenticeship  credit  for  graduates 
of  CME's  Precision  Machining  Tech- 
nology training  program,  which  is 
approved  by  the  U.S.  Department  of 
Labor's  Bureau  of  Apprenticeship  and 
Training. 

Four  County  Joint  Vocational  School 
in  Axchbold  has  initiated  a  far-reaching 
Plastic  Polymer  program  for  high  school 
students. 

The  "coloring  of  plastics"  program  at 
Terra  Community  College  in  Fremont 
is  truly  one  of  a  kind.  While  other  col- 
leges teach  polymer  science,  Terra's  pro- 


Mark  A.  V'Soske 

President 

Toledo  Area  Chamber  of 

Commerce 


Proudly  serving  the  Northwest 
Ohio  business  community,  the 
Toledo  Area  Chamber  of  Com- 
merce has  more  than  3,100 
members  and  is  a  champion  for 
all  businesses.  Recognized  by  the 
National  Association  of  Member- 
ship Development  as  one  of  the 
nation's  outstanding  chambers, 
the  organization  exists  to  accel- 
erate business  growth. 

Our  leadership  and  programs 
support  a  favorable  business  cli- 
mate. We  are  a  catalyst  for  eco- 
nomic development  in  the  region 
and  help  members  save  money 
and  enhance  business  activity. 
These  ongoing  objectives  are  met 
through  education,  networking 
opportunities,  cost-saving  bene- 
fits and  public  affairs  services. 

Toledo  has  a  vital  business 
community  and  is  a  great  place  to 
live,  work  and  play.  We  invite  you 
to  learn  more  about  this  dynamic 
community  and  how  the  Toledo 
Area  Chamber  of  Commerce  can 
help  your  company  prosper  in  an 
All-America  City! 


National  Award  of  Excellence 


300  Madison  Avenue 

Enterprise  Suite  200 

Toledo.  Ohio  43604 

Phone:  (419)  243-8191 

Fax:  (419)  241-8301 

E-mail:  joinus@toledochamber.com 

www.toledochamber.com 
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Alan  W.  Brass 
President  and  CEO 
ProMedica  Hearth  System 


ProMedica  Health  System  is 
one  of  the  largest  and  fastest- 
growing  healthcare  systems  in 
the  Midwest.  ProMedica  was 
recently  recognized  in  Modern 
Healthcare  Magazine  as  one  of 
the  top  100  health  systems  in 
the  country,  and  U.S.  News  & 
World  Report  recognized  ProMed- 
ica's  Cancer  Care  Centers  and  its 
HMO.  Paramount  Health  Care. 
among  the  nation's  best. 

ProMedica  comprises  20  cor- 
porate entities  and  nine  joint  ven- 
tures, and  is  the  parent  company 
for  The  Toledo  Hospital.  Rower 
Hospital.  Children's  Medical 
Center  and  Defiance  Hospital. 
Recently.  ProMedica  was  select- 
ed, along  with  Blanchard  Valley 
Health  Association,  to  form  a 
partnership  with  Lima  Memorial 
Hospital. 

ProMedica  provides  services  at 
more  than  50  outpatient  facilities 
and  health-related  companies  and 
four  long-term-care  facilities, 
which  includes  a  management 
contract  with  St.  Francis  Health 
Care  Centre.  Completing  the  inte- 
grated-care  delivery  system  is 
Paramount  Health  Care,  which 
has  the  regions  largest  HMO.  a 
major  physician  network  and  phil- 
anthropic foundations. 


PROMEDICA 

HEALTH   SYSTEM 


gram  concentrates  on  the  extensive 
color-matching  skills  needed  in  the 
manufacturing  of  thousands  of  plastics 
products.  With  more  and  more  plastics 
used  in  industry,  the  Terra  program  is 
supplying  skilled  students  to  a  rapidly 
growing  industry 

At  Owens  Community  College,  just 
across  the  Maumee  River  from  Toledo 
in  Wood  Count)-,  a  53.000-square-foot 
building  was  secured  to  house  the 
Center  for  Development  and  Training, 
dedicated  to  meeting  the  training  needs 
of  business  and  industry  in  Northwest 
Ohio.  The  center's  mission  is  to  train 
skilled  workers  in  areas  that  include 
tooling,  machining,  mechanical  repair, 
electronics  and  die-making. 

Outstanding  Transportation 
Access  Easily  Opens 
World  Markets 

Northwest  Ohio  is  strategicallv  situ- 
ated at  the  crossroads  of  America  and  is 
at  the  center  of  an  efficient,  intermodal 
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(millions) 

Chrysler  Jeep 

1.200 

Northstar-BHP 

425 

BPOil 

338 

Whirlpool 

330 

BP  Oil  Refinery 

235 

Chrysler  Machining  Plant 

151 

Brush  Wellman 

110 

Sauder  Woodworking  Co. 

100 

Owens  Coming  Fiberglas 

90 

GM  Powertrain 

90 
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Wood  County.  Ohio 

Approximately  two-thirds  of  the 
U.S.  population  is  within  a  500- 
mile  radius  of  Wood  County.  Inter- 
states  75.  80  and  90  connect 
Wood  County  with  Chicago.  Pitts- 
burgh and  Detroit.  The  population 
centers  of  the  East  Coast  and 
Canada  are  only  hours  away. 

Since  1995.  more  than  $500 
million  has  been  invested  in 
Wood  County,  with  international 
giants  such  as  Chrysler,  Allied 
Signal,  and  Pilkington  LOF  leading 
the  way. 

This  economic  development 
success  is  due  to: 
•A  rural  quality  of  life  and  strong 

work  ethic 
•Affordable  industrial  land  and 

residential  property 
•Educational  institutions  attuned 

to  the  needs  of  the  business 

community 

•Abundant  recreational  oppor- 
tunities. 

With  the  coordination  of  the 
Wood  County  Economic  Develop- 
ment Commission  and  the  coop- 
eration of  local  government  units, 
a  truly  business-friendly  environ- 
ment is  available. 


Wood  County 

I  cononiic  Development 
Commission 


121  E.  Wooster  Street 
Bowling  Green,  Ohio  43402 
Phone:  (419)  352-7469 
Fax:  (419)  354^084 


The  Center  of  Science  and  Industry 
(COS!)  in  Toledo 

transportation  network  that  connects 

local  businesses  to  world  markets. 

Businesses  located  in  the  region  have 
convenient  access  to  major  north-south 
and  east-west  interstate  highways.  The 
area  has  long  been  a  center  for  the 
trucking  industry  and  offers  more  than 
100  truck  lines  to  serve  businesses.  The 
rail  system  is  one  of  the  most  active  in 
the  country.  Toledo's  regional  airport,  in 
addition  to  its  passenger  opportunities, 
serves  as  a  major  air-freight  transporta- 
tion and  distribution  center.  The  seaport 
at  Toledo  is  one  of  the  largest  on  the 
Great  Lakes  and  provides  access  to  inter- 
national shipping  routes. 

The  Port  of  Toledo  includes  a  Foreign 
Trade  Zone,  to  which  foreign  and 
domestic  merchandise  may  be  brought 
without  the  requirement  of  a  formal 
customs  entry.  The  zone,  in  essence,  is 


Jay  C.  Hall 
President  and  CEO 
National  City  Bank 
Northwest  Region 


With  today's  global  competi- 
tion, companies  must  act  quickly 
to  seize  business  opportunities. 
Often  that  means  finding  a  finan- 
cial partner  that  can  creatively 
procure  capital.  National  City  is 
your  full-service  banking  partner, 
offering  a  range  of  financial  tools 
to  help  you  meet  your  business 
goals. 

At  National  City,  you'll  work  with 
a  local  team  of  commercial 
financing  professionals  to  find  the 
credit  arrangement  that  best 
suits  your  current  requirements 
and  long-term  goals.  Our  options 
include  term  loans  that  match 
your  cash  flow  and  asset  life; 
lines  of  credit  that  provide  short- 
term  working  capital;  leasing 
alternatives  that  conserve  capital, 
gain  tax  advantages  and  control 
capital  expenses;  floorplan  loans 
that  help  vehicle  and  equipment 
dealers  manage  inventory;  and 
investment  financing  that  goes 
beyond  the  usual  to  offer  special 
financial  solutions. 

From  international  business 
services  to  innovative  retirement 
plans,  and  personal  banking 
expertise  to  proven  trust  man- 
agement —  whatever  your  finan- 
cial need  —  National  City  can 
help  you  find  solutions. 

National 
City 
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Dana  Corporation 

Dana  Corporation  (NYSE:  DCN) 
is  one  of  the  world's  largest  inde- 
pendent suppliers  to  vehicular, 
off-highway  and  industrial  manu- 
facturers and  their  related  after- 
markets. 

Founded  in  1904,  Dana  has 
charted  an  aggressive  course  for 
global  growth  that  has  included 
the  recent  acquisitions  of  Echlin 
Inc.;  Eaton  Corporation's  heavy 
axle  and  brake  operations;  Clark- 
Hurth  Components,  an  off-high- 
way components  manufacturer; 
and  the  worldwide  piston  ring  and 
cylinder  liner  business  of  SPX  Cor- 
poration's Sealed  Power  division. 

Dana's  recent  expansion  con- 
tinues an  evolutionary  process 
that  gained  momentum  in  the 
1960s.  The  company  grew  from 
$500  million  in  sales  with  opera- 
tions in  eight  countries  to  1997 
pro  forma  sales  of  $11.9  billion. 
Today  Dana  operates  270  major 
facilities  in  33  countries  and 
employs  approximately  79,000 
people. 

The  reasons  for  this  relentless 
growth  are  clear:  an  ever-compet- 
itive vehicular  supply  industry,  the 
economic  stability  that  geograph- 
ic diversity  breeds  and,  most 
importantly,  the  ability  to  satisfy 
the  needs  of  global  customers. 
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Regional  Growth  Partnership 
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considered  outside  the  customs  territo- 
ry of  the  U.S.  and  offers  many  advan- 
tages to  businesses  involved  in  interna- 
tional shipping. 

Major  U.S.,  International 
Firms  Proudly  Call 
Northwest  Ohio  Home 

Located  in  the  heart  of  the  industrial 
Midwest,  Northwest  Ohio  has  built  a 
strong  manufacturing  base  in  glass,  plas- 
tic, primary  metal  and  fabricated  metal 
products,  as  well  as  automotive  assem- 
bly and  parts  production. 

Since  43%  of  the  U.S.  industrial 
market  and  47%  of  the  Canadian 
market  are  located  within  500  miles  of 
Northwest  Ohio,  the  region  is  strategi- 
cally positioned  for  further  growth  in 


these  industrial  sectors. 

Industries  that  have  historically  sup- 
ported the  area  include  farming,  indus- 
trial production,  transportation  and 
warehousing.  The  strong  agricultural 
base  —  fostered  by  farming  communi- 
ties that  harvest  corn,  wheat,  soybeans, 
tomatoes,  pickles  and  more  —  has  pro- 
moted the  growth  of  food  production, 
processing,  distribution  and  transporta- 
tion throughout  the  region. 

1998  FORBES  500s  firms  with  major 
Northwest  Ohio  operations  include: 
ALCOA,  Allied-Signal,  Campbell  Soup, 
Chrysler,  Dana  Corporation,  Du  Pont, 
Ford  Motor,  General  Mills,  General 
Motors,  Johnson  Controls,  Key  Corpo- 
ration, Owens  Corning,  Owens  Illinois, 
RJR  Nabisco,  Sun  Oil  and  Whirlpool. 
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Brad  Peebles 
President 
Fulton  County 
Commissioners 


According  to  the  dictionary, 
quality  is:  1.  peculiar  and  essen- 
tial character  or  feature  2.  excel- 
lence or  distinction. 

In  the  eyes  of  its  residents  and 
business  leaders,  Fulton  County 
is  the  definition  of  quality. 

Quality  Lifestyle  —  A  comfort- 
able, secure  and  proud  way  of  life 

Quality  Workforce  —  Reliable, 
educated  and  dedicated  people 

Quality  Education  —  All  levels 
are  committed  to  the  highest 
standards 

Quality  Transportation  —  Mul- 
timodal access  to  anywhere,  any- 
time 

Quality  Government  —  Public 
officials  successfully  partnering 
with  business 

Quality  Housing  —  A  wide 
range  of  first-class  homes 

Quality  Religious  Affiliations 

—  A  multitude  of  religious  affilia- 
tions countywide 

Quality  Goods/Services  — 
Experienced  business  people 
assisting  new  businesses 

Quality  Recreation  —  A  pletho- 
ra of  activities  and  destinations 

Quality  Industrial  Opportunity 

—  Success  can  and  will  be  built 
upon  the  above  items  when  uti- 
lized to  their  fullest  potential. 

Fulton  County,  Ohio 

For  more  information,  contact: 

Brad  Peebles 

Fulton  County  Commissioners 

419-337-9255 


The  Toledo  Zoo 

Northwest  Ohio  Extremely 
Successful  in  Attracting, 
Keeping  Business 

Anchoring  the  region's  economy  is 
the  major  metropolitan  city  of  Toledo. 
Over  the  past  five  years,  the  Toledo 
Metropolitan  Statistical  Area  outpaced 
Ohio  and  the  nation  with  manufactur- 
ing job  growth  of  12%,  bringing  total 
employment  in  the  sector  to  about 
61,000. 

Outside  the  metropolitan  area  of 
Toledo,  the  communities  of  Bowling 
Green  and  Fostoria  have  also  enjoyed 
impressive  industrial  expansion  in  recent 
years.  Located  in  the  heart  of  the 
nation's  leading  automotive  manufac- 
turing corridor,  both  cities  have 
emerged  as  prime  territory  for  a  broad 
variety  of  automotive-related  suppliers, 


Maynard  Sauder 
President  and  CEO 
Sauder  Woodworking 


Proud  to  Grow  in  Northwest  Ohio 

Sauder  Woodworking,  located 
in  Archbold,  Ohio,  is  America's 
leading  manufacturer  of  ready-to- 
assemble  furniture  with  1997 
sales  of  nearly  $500  million.  A 
line  of  contemporary  furniture  for 
the  commercial  office  market  will 
debut  in  the  first  quarter  of  1999. 

The  popularity  of  Sauder's 
extensive  lineup  of  highly  func- 
tional home,  office  and  enter- 
tainment furniture  in  an  array  of 
stylish  designs  has  fueled  the 
company's  growth  in  recent 
years.  Significant  style  upgrades 
in  the  company's  designs  and 
improvements  in  assembly  tech- 
niques have  led  Sauder  to  shed 
its  "ready-to-assemble"  identity 
and  reposition  its  line  as  "good 
furniture  made  possible." 

The  company's  3,200  employ- 
ees build  furniture  in  4  million 
square  feet  of  manufacturing  and 
distribution  facilities.  Recently 
announced  expansion  plans  call 
for  the  creation  of  1,000  more 
jobs  and  the  addition  of  1.4 
million  square  feet  of  space  over 
the  next  few  years.  Sauder  is 
proud  to  have  concentrated  its 
operations  in  Northwest  Ohio 
since  1934. 


SAUDER 
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Toledo  and  Northwest  Ohio  are 
on  the  move  —  and  Toledo 
Edison  is  proud  to  be  a  partner  in 
this  progress. 

Signs  of  progress  are  every- 
where. Northwest  Ohio  led  the 
state  last  year  in  new  capital 
investment.  The  Toledo  area  out- 
paced the  state  and  the  nation  in 
manufacturing  job  growth  over  the 
past  five  years.  Both  Jeep  and 
Owens  Corning  have  decided  to 
maintain  major  facilities  here.  The 
future  looks  brighter  than  ever  for 
this  region. 

At  Toledo  Edison,  we're  doing 
everything  we  can  to  make  area 
businesses  more  profitable  and 
productive  —  offering  total  energy 
solutions  and  forging  strong  part- 
nerships, such  as  our  long-term 
alliance  with  BP  Oil  that  helps  its 
Toledo  refinery  operate  more  effi- 
ciently. We  also  work  closely  with 
communities  to  promote  eco- 
nomic development,  and  serve  as 
one  of  the  Toledo  area's  major 
employers. 

We're  helping  to  build  a  better 
future  for  Northwest  Ohio.  After 
all,  it's  our  future,  too. 


ToledoEdison 


A  FirstEnergy  Company 
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including  numerous  plastics  and  metal- 
working  operations. 

Each  of  Northwest  Ohio's  1 0  counties 
has  made  substantial  economic  devel- 
opment advancements  in  the  last  few 
years.  Following  is  a  selection  of  their 
success  stories: 

•Lucas  County.  In  addition  to 
Chrysler's  "deal  of  the  decade" 
regarding  a  new  Jeep  plant,  Pilking- 
ton  LOF  is  credited  with  one  of  the 
major  capital  investments  in  Lucas 
County.  Its  $70  million  investment 
is  part  of  a  $350  million  upgrade  to 
its  float  glass  plant,  which  has 
retained  more  than  300  high-wage 
manufacruring  jobs.  BP  Oil  is 
pumping  more  than  $300  million  in 
refinery-improvement  projects  and 
I  Vvelopers  Diversified  is  investing 


more  than  $15  million  in  a  new, 
commercial-retail  project  in  subur- 
ban Lucas  County. 

•Fulton  County.  Just  west  of  the 
region's  Toledo-based  hub,  Fulton 
County  recently  attracted  two 
major  steel  manufacturers.  North- 
star-BHP  and  Worthington  Indus- 
tries have  completed  construction 
of  production  facilities,  totaling 
nearly  $500  million  in  building 
and  equipment,  and  providing 
550  new  jobs.  In  addition,  Sauder 
Woodworking,  which  was  found- 
ed in  Archbold  and  now  sells 
its  quality  furniture  products 
around  the  world,  has  announced 
a  $100  million  expansion.  The 
company's  investment  will  create 
50  more  jobs. 
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Defiance  County 
Community  Improvement 
Corporation 


Experience  the  best  of  all 
worlds  in  Defiance  County,  Ohio! 

While  Defiance  County  indus- 
tries enjoy  overnight  access  to 
more  than  50%  of  the  North 
American  market,  the  county  also 
offers  families  a  rural  quality  of 
life.  Add  to  that  mix  a  highly  moti- 
vated and  skilled  workforce,  and 
you  can  see  why  General  Motors 
Powertrain,  Johns  Manville,  Diet- 
rich Industries.  Defiance  Metal 
Products,  NEMCO,  Commercial 
Intertech  and  others  have  chosen 
Defiance  County. 

Defiance  County  is  a  rural 
enterprise  zone  with  a  variety  of 
incentives  for  industries.  With 
ready  access  to  the  world  port  in 
Toledo,  we  are  increasingly 
exporting  Defiance  County  prod- 
ucts. Improved  and  zoned  indus- 
trial parks  with  rail  access  and 
convenient  ground-transportation 
routes  are  also  available. 

Is  it  any  wonder  that  Defiance 
County's  manufacturing  employ- 
ment, as  a  percentage,  is  nearly 
•double  the  state  average?  Let  us 
show  you  a  quality  mix  for  your 
next  industrial  expansion. 


ECONOMIC  DEVELOPMENT 
OF  DEFIANCE  COUNTY 


Michael  Schultz,  Executive  Director 
Phone:  (419)  784-4471 
Fax:  (419)  784-4157 


•Wood  County.  The  largest  county 
in  Ohio  in  terms  of  square  mileage 
has  attracted  extensive  new  industri- 
al investment,  including  $77  million 
by  Norplas,  a  division  of  Magna 
International,  for  a  320,000-square- 
foot  plant  that  adds  210  jobs.  Inter- 
state Brands  is  constructing  a  $30 
million,  162,000-square-foot  bakery 
in  Northwood  that  will  employ  250 
workers.  Delafoil  is  committing  $35 
million  for  a  new  site  where  it  will 
manufacture  electronics  components 
and  employ  125  people.  And  the 


•    Charles  L.  "Jerry"  Henry 
!   Chairman,  President 

and  CEO 

Johns  Manville 


In  1858  H.  W.  Johns  founded  a 
company  that  produced  and  sold 
roofing  materials.  In  1901  it 
merged  with  Manville  Coverings 
Corporation,  adding  insulating 
materials  to  Johns-Manville's 
product  offerings.  Johns  Manville 
is  now  a  leading  manufacturer 
and  marketer  of  premium-quality 
insulation  and  building  products. 
Based  in  Denver,  Johns  Manville 
produces  and  markets  insulation 
products  for  buildings  and  equip- 
ment, commercial/industrial  roof- 
ing systems  and  engineered  prod- 
ucts, including  high-efficiency 
filtration  media,  fibers,  fabric  and 
nonwoven  mats  that  are  used  as 
reinforcements  in  building  and 
industrial  applications. 

Johns  Manville  began  its  oper- 
ations in  Northwest  Ohio  during 
the  company's  centennial  in 
1958.  Today  JM  still  operates  two 
plants  in  Waterville  and  three  in 
Defiance,  and  is  Northwest 
Ohio's  largest  employer.  These 
productive  facilities  form  the 
heart  of  JM's  North  American 
fibers  and  reinforcements  busi- 
ness, including  the  division  head- 
quarters for  the  Engineered  Prod- 
ucts Division. 
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Johns  Manville 
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Julian  A.  Gravino 
President  and  CEO 
Edison  Industrial  Systems 
Center 


Engineers  and  consultants  at 
the  Edison  Industrial  Systems 
Center  (EISC)  will  tell  you  about 
economic  development,  technol- 
ogy and  facilitating  change.  EISC 
customers  sum  it  up  this  way: 
EISC  is  about  SOLUTIONS. 

EISC  is  an  industry-driven  coali- 
tion of  manufacturing  companies, 
technology-related  businesses 
and  academic  institutions  dedi- 
cated to  increasing  the  competi- 
tiveness of  businesses  in  North- 
west Ohio  and  across  the  nation. 

EISC  is  committed  to  helping 
manufacturers  of  all  sizes  find 
practical,  cost-effective  solutions 
by  offering  access  to  new  tech- 
nologies, training  and  business 
services. 

Companies  come  to  EISC  for 
answers  to  questions  like  these: 

"Do  our  products  meet  current 
quality  and  performance 
standards?" 

"What  kind  of  training  do  our 
employees  need?" 

"Is  our  operation  as  productive 
as  it  can  be?" 

Last  year,  EISC  helped  more 
than  1,800  companies  advance 
their  technical  competency 
and  adopt  best  manufacturing 
practices. 

For  more  information,  call  Julian  Gravino, 
toll-free,  at  1-877-668-EISC  (3472). 


existing  Chrysler  Machining  plant 
expanded  its  steering  and  torque- 
converter  facility  at  a  cost  of  $15 
million,  retaining  222  positions. 

•Seneca  County.  Leading  the  way  in 
Seneca  County  is  a  $36  million, 
200-job  automotive  distribution 
center,  a  joint  venture  of  Ford  Motor 
Co.  and  Norfolk  Southern  Railroad. 
A  total  of  200  new  jobs  each  were 
provided  by  Ameriwood,  with  a  $16 
million  addition  to  its  furniture 
manufacturing  facility,  and  Progress 
Plastics,  with  a  $7  million  invest- 


ment in  a  new  building  and  equip 
ment.  Taiho  Corporation  of  Amer: 
ca,  with  $5.5  million  for  construe 
tion  and  new  equipment,  added  5 
more  auto-related  jobs. 

•Sandusky  County.  Whirlpool,  th 
largest  employer  in  the  county 
strengthened  that  position  with 
$330  million  investment  to  upgrad. 
its  Clyde  Division  and  add  150  ne\ 
workers.  Approximately  $26  millio! 
was  spent  by  Continental  Pet  Tech 
nologies  for  new  facilities  that  wil 
add  100  jobs.  Other  capital  invest 


The  Seaport  of  Toledo 
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Casey  Drabik 
Division  Vice  President 
Whirlpool  Corporation  ■ 
Clyde  Division 


As  the  largest  employer  in  San- 
dusky County.  Whirlpool  takes 
great  pride  in  being  part  of  a  thriv- 
ing industrial  community. 

In  addition  to  our  Whirlpool 
Clyde  division  and  other  world- 
class  companies  like  American 
National  Can  and  Heinz  USA,  nine 
industrial  parks  help  support  San- 
dusky County's  economy.  Each 
has  outstanding  highway  access 
and  spec  buildings  are  available 
at  several  of  these  sites. 

Construction  is  nearly  done  on 
Sandusky  County  Regional  Air- 
port, the  first  to  come  on-line  in 
the  state  in  30  years.  This  show- 
case corporate  facility  will  provide 
a  5,500-foot,  all-weather  runway. 

Sandusky  County  is  also  home 
to  Terra  Community  College, 
which  provides  specialized 
employee-training  programs.  Terra 
also  boasts  the  country's  premier 
plastics  color-matching  program. 

Opportunities  abound  in  the 
Sandusky  County  communities  of 
Bellevue,  Clyde,  Gibsonburg  and 
Fremont. 


7JANDUSKY  COUNTY 

ECONOMIC  DEVELOPMENT 
~  CORPORATION 
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For  more  information,  contact: 
Gordon  Ipson.  Executive  Director 
Phone:  (419)  332-2882 
E-mail:  scedc@nwonline.net 
Web  site:  www.sandusky-county.org 


ments  include  $30  million  in  plant 
infrastructure  and  equipment  by 
Armstrong,  which  creates  100  new 
jobs  related  to  manufacturing  air 
conditioning  components;  $13  mil- 
lion by  Aeroquip  for  machinery  and 
hose  assembly  production  equip- 
ment, which  creates  90  new  jobs; 
and  S 1 3  million  by  Kelsey  Hayes  for 
a  building  expansion,  extra  equip- 
ment and  60  additional  jobs. 

•Ottawa  County.  This  Northshore 
county  on  Lake  Erie,  which  has  a 
growing  travel  and  tourism  industry, 
has  received  a  $95  million  invest- 
ment by  US  Gypsum  at  its  Port 
Clinton  plant  to  add  more  space  and 
equipment,  together  with  90  new 
jobs.  Brush  Wellman  expanded  its 
manufacturing  facilities,  including 
new  machinery  and  equipment,  at  a 
cost  of  $168  million.  Guardian 
Industries,  which  proceeded  with  a 
$10  million  building  expansion  and 
additional  machinery,  improved  its 
employment  total  by  55  people. 

•Williams  County.  Strategically 
located%in  the  northwest  corner  of 
the  state  and  adjacent  to  Michigan 
and  Indiana,  Williams  County  has 
benefited  from  expansions  by  two  of 
its  longtime  businesses,  Chase  Brass 
&  Copper  and  Robinaire,  for  a  com- 
bined $50  million  and  111  jobs.  In 
addition,  the  county  attracted  new 
investment  in  an  auto-parts  facility 
from  Powerlasers,  a  division  of 
Triam,  totaling  nearly  $1 1  million 
and  27  jobs. 

•Henry  County.  Automatic  Feed 
Co.,  a  global  supplier  of  machinery 
to  automotive  and  other  industries, 
added  52  new  positions  following  its 
$5  million  expansion  project.  Henry 


Seneca  Industrial  & 
Economic  Development  Corp. 

Seneca  County  is  —  simply  — 
a  great  place  to  grow. 

Millions  of  dollars  have  been 
invested  to  install  the  latest  infra- 
structure and  open  an  ample 
supply  of  land  for  commercial, 
industrial  and  residential  use. 

With  deep  agricultural  roots, 
Seneca  County  has  established  a 
unique  foundation  that  supports 
diverse  industries  like  farming, 
manufacturing,  education  and  ser- 
vice. The  county  also  offers  gener- 
ous supplies  of  water,  gas  and  oil. 

•  The  Seneca  County  workforce 
has  the  skills  necessary  to 
compete  in  global  markets. 

•  Outstanding  educational  facili- 
ties include  two-  and  four-year 
colleges,  public  and  private 
schools  and  technical  schools. 

•Cultural,  entertainment  and 
recreational  offerings  abound, 
including  wildlife  preserves, 
historical  sites,   parks,  golf 
courses,  performing  arts,  the- 
aters and  more. 
Seneca  County  has  an  eye  to 
the  future  and  encourages  you  to 
contact  us  to  join  the  pursuit  of 
that  vision. 


Richard  A.  Focht,  Jr.,  President  and  CEO 

62  South  Washington  Street 

Tiffin.  Ohio 

Phone:  (419)  447-4141 

Fax:  (419)  447-5141 
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Henry  County,  Ohio 

Agribusiness  and  Diversity. 

Although  agriculture  continues 
to  be  the  driving  force  in  Henry 
County,  Ohio,  a  deeper  wealth  of 
businesses,  including  more  than 
50  industries,  is  steadily  growing. 

Henry  County  is  35  miles 
southwest  of  Toledo  and  half  an 
hour  from  Toledo  Express  Airport. 

Campbell  Soup  Co.  operates 
the  world's  largest  soup  plant  in 
Napoleon  and  is  the  county's 
largest  employer.  Automatic  Feed 
Company,  a  designer  and  manu- 
facturer of  coil-handling  and 
press-feeding  automation  sys- 
tems, won  the  Governor's  Export 
Award. 

The  county  offers  excellent 
access  to  highway,  rail  and  air 
transportation,  as  well  as  out- 
standing utilities.  In  addition  to 
college,  university  and  other  work- 
force-training options  nearby, 
Henry  County  provides  a  variety  of 
business  locations  with  enter- 
prise zones  and  community  rein- 
vestment incentives. 
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HENRY  COUNTY 

COMMUNITY  IMPROVEMENT 
CORPORATION 


For  more  information,  contact: 
Ken  Beier,  Director 
Henry  County  Community 
Improvement  Corporation 
104  E.  Washington  St.,  Suite  301 
Napoleon.  Ohio  43545 
Phone:  (419)  592-4637 
Fax:  (419)  599-9865 


The  Toledo  Museum  of  Art 

County  also  received  a  major  boosr  employment  by  65  and  40  jobs, 

from  a  $34  million  expansion  by 
Silgan  Containers  Corporation,  a 
manufacturer  of  food  packaging, 
which  created  three  new  jobs  and 
retained  225.  A  $5  million  expan- 
sion by  Graminex  as  part  of  its 
agri-harvest  business  added  five 
positions. 


•Defiance  County.  Some  300  new 
jobs  were  created  by  General 
Motors'  Powertrain  plant  in 
Defiance,  following  a  $90  million 
project  to  add  new  machinery  and 
equipment.  Two  other  Defiance 
County  employers  —  Schuller 
International  and  Defiance  Preci- 
sion Products  —  made  $35  million 
and  $5.5  million  investments, 
respectively,  in  expanded  facilities 
and  equipment,  increasing  their 


•Erie  County.  With  its  lakefront 
location  and  reputation  for  amuse- 
ment-park excellence,  Erie  County 
has  received  a  commitment  from 
Sandusky  Plastics  for  the  addition  of  J 
180,000  square  feet  to  its  existing  | 
manufacturing  facility.  This  move  I 
involves  an  investment  of  $6  million 
that  will  help  create  30  jobs  and 
retain  300  positions.  In  addition, 
an  expansion  into  a  new  81,000- 
square-foot  facility  by  RB  Manufac- 
turing Co.,  Inc.  in  the  new  Bayside 
Business  Park  will  provide  25 
new  jobs  and  retain  30  others, 
all  at  the  cost  of  $2.1  million. 
Finally,  a  $5  million  renovation 
project  at  the  Sunrise  Marina  will 
contribute  to  the  area's  recreational 
infrastructure. 
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uality  of  Life,  Culture, 
•creation  Enhance 
Bgion's  Desirability 

Northwest  Ohio,  located  on  Lake 
ie  and  bisected  by  the  Maumee  River, 
)ssesses  the  attributes  or  a  large  cos- 
opolitan  area,  while  retaining  the 
[vantages  of  small-town  atmosphere 
id  charm.  An  abundance  or  outdoor 
creation  and  sports  is  available  on  the 
ke  and  river,  and  the  area  is  home  to 
i  extensive  Metropark  system. 
A  region  is  only  as  strong  as  its  urban 
nter,  and  Toledo's  downtown  revital- 
ation  has  progressed  in  major  propor- 
ons.  The  riverfront,  Warehouse  Dis- 
ict,  apartment  projects  and  restoration 
the  historic  Valentine  Theatre  are 
mong  the  numerous  efforts  under  way 
downtown  Toledo. 
A  new  senior  housing  campus,  under 
he  leadership  of  Lucas  County  Gov- 
rnment,  is  being  constructed  by  Amer- 


ican Community  Developers  at  an 
investment  of  more  than  $25  million. 

Toledo  is  also  the  region's  center  for 
medical  research  and  technology,  while 
the  surrounding  area  presents  an  array 
of  outstanding  hospitals  and  health  care 
centers.  This  collection  of  health  care 
providers  services  clients  from  as  far 
north  as  Detroit,  Mich.,  and  as  far  east 
as  Cleveland,  Ohio. 

The  Greater  Toledo  area,  with  its  rich 
diversity  of  people,  boasts  a  nationally 
recognized  zoo,  a  world-class  museum, 
a  symphony  orchestra,  a  variety  of 
neighborhood  and  ethnic  festivals  and 
opera,  ballet  and  theater-performing 
groups.  The  downtown  riverfront  offers 
COSI  (Center  of  Science  and  Industry), 
a  fun,  family-oriented,  hands-on  learn- 
ing experience. 

Toledo  is  the  home  of  the  Triple-A 
Mud  Hens  baseball  team,  which  was 
made  famous  on  the  M.A.S.H.  televi- 


Jessica  M.  Michaels 

President 

Williams  County  Economic 

Development  Corporation 


Whether  it's  candy,  toys,  corn, 
cows,  plastics  or  metals,  Williams 
County  delivers. 

With  rich  agricultural  land  and 
fully  developed  industrial  parks, 
the  area  has  a  diverse  economic 
base.  Low  taxes,  municipal  elec- 
tric power,  affordable  labor  and 
excellent  recreational  and  educa- 
tional systems  add  to  the  area's 
attractiveness. 

Williams  County  is  especially 
known  for  its  family-owned  corpo- 
rations, like  Spangler  Candy  Com- 
pany (Dum-Dum  suckers  and 
candy  canes)  and  the  Ohio 
Art  Company  (Etch-A-Sketch). 
Other  family-owned  headquarters 
include  Winzeler  Stamping  Co., 
Bard  Manufacturing,  Reifel  Indus- 
tries and  The  Isaac  Corporation. 

Williams  County  borders  Michi- 
gan and  Indiana  in  the  northwest 
corner  of  Ohio,  and  lies  within 
200  miles  of  major  population 
centers  such  as  Detroit,  Chicago, 
Indianapolis,  Cleveland,  Cincin- 
nati and  Columbus. 

The  area  is  attracting  interest, 
and  recently  welcomed  Polyquest, 
Inc.,  Montpelier  Plastics,  Triam/ 
Powerlasers,  Pioneer  Custom 
Molding  and  Clarion  Plastics  Tech- 
nologies. 


WEDCO 


For  more  information,  contact: 
228  South  Main  St.,  P.O.  Box  151A 
Bryan,  OH  43506-0100 
Phone:   (419)636-9077 
Fax:  (419)  636-7306 
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Erie  County,  Ohio 

Erie  County,  located  halfway 
between  Cleveland  and  Toledo, 
and  best  known  for  its  world- 
famous  amusement  park,  Cedar 
Point,  offers  small-town,  Lake 
Erie-waterfront  living  with  access 
to  large  metropolitan  markets. 

Excellent  multimodal  access  to 
rail,  highway,  air  and  water  trans- 
portation makes  Erie  County  the 
ideal  environment  for  business 
and  industry. 

Four  new,  infrastructed  industri- 
al parks  are  available,  all  within 
easy  reach  of  State  Route  2.  This 
major  east-west,  limited-access 
highway  connects  with  Interstates 
71,  75,  77,  80  and  90. 

Contact  us  to  receive  more 
information  regarding  these 
attractive  business  locations  and 
others,  or  to  discuss  in  detail  Erie 
County's  Comprehensive  Devel- 
opment Incentives  Program. 


\ J    Greater  Erie  County 

^wv,/           Marketing  Group 

247  Columbus  Avenue,  Suite  126 
Sandusky,  OH   44870-2632 
Phone:  (419)  627-7791 
Fax:  (419)  627-7595 
E-mail:  laurie@gem.org 
Web  site:  www.gem.org 


sion  program  by  actor  and  Toledoan 
Jamie  Farr.  Mr.  Farr  also  sponsors  an 
annual  LPGA  golf  tournament  in  his 
hometown. 

On  the  eastern  end  of  Northwest 
Ohio  in  Erie  County  is  Cedar  Point 
Amusement  Park,  with  its  thrilling, 
unrivaled  roller  coasters  and  other 
attractions.  Cedar  Point  recently  earned 
universal  acclaim  as  the  premier  amuse- 
ment park  in  the  world. 

'Rust  Belt'  Transformed 
To  'Ecologically  Rich' 

Once  known  as  the  Midwest  "rust 
belt,"  Northwest  Ohio  today  is  a  thriv- 
ing business-development  region.  This 
"rust-to-riches"  story  has  been  fueled,  in 
large  part,  by  public  policy  adjustments 
and  local  initiatives  supporting  environ- 
mental improvements. 

Toledo,  for  example,  is  designated  as 
an  air-attainment  area  for  ozone  by  the 


U.S.  Environmental  Protection  Agenc 
under  the  Clean  Air  Act. 

Water  in  Toledo  has  been  rated  thl 
best  in  the  state,  and  Lake  Erie,  once 
source  of  concern  and  embarrassment  tJ 
the  area,  is  now  Ohio's  most  valuabl| 
natural  resource.  Lake  Erie  provide 
water  for  residential  and  industrial  use 
but  at  the  same  time  for  large-scalj 
recreational  activities. 

Further  environmental  success  storie 
include  Toledo's  Solar  Cells,  Inc., 
provides  the  first  cost-effective,  photc 
voltaic  solar  collection  panels  in  th 
world.  This  news  has  attracted  thl 
attention  of  electric  utilities  across  thl 
nation. 

This  is  just  another  example  of  thJ 
innovative  resources,  capabilities  anc 
assets  of  Northwest  Ohio. 

Written  by  Hart  Associates,  ofMaumee,  Ohio,  a 
full-service  marketing  and  communications  fir 


¥> 


•  ■ 


•«j-*i 


Owens  Coining's  headquarters 
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Remarkably  Rust  Free" 


What's  happening  in  Toledo?  We're 

developing  a  well-oiled,  high:performance 

economy  with  an  incredibly  productive  workforce. 


"■"■■N 


REGIONAL  GROWTH  PARTNERSHIP 

Building  a  High-Performance  Economy 

Call  us  to  learn  how  to  grow  your  business 
today  in  Northwest  Ohio 

300  Madison  Ave.,  Suite  270 

Toledo,  Ohio  43604 

Phone:  (419)  252-2700  •  Fax:  (419)  252-2724 

Web  site:  www.rgp.org 


Ottawa  County,  Ohio 


Conveniently  located  between 
several  of  the  largest  commerce 
centers  in  North  America,  Ottawa 
County  offers  tremendous  advan- 
tages for  business  and  industry. 
This  strategic  location  is 
enhanced  by  the  region's  beauti- 
ful natural  environment  and 
wholesome  quality  of  life. 

Knowledgeable  company  man- 
agers are  beginning  to  realize  that 
people  want  to  work  where  they 
want  to  live.  Ottawa  County  is  rec- 
ognized as  a  tourist  paradise, 
which  has  led  to  the  popularity  of 
a  number  of  prime  industrial 
parks  near  Lake  Erie.  The  county 
also  offers: 

•Extremely  attractive  land 
values 

•  Excellent  truck,  rail  and  air 
transportation  systems,  as 
well  as  economical  Great 
Lakes  shipping 

•  An  abundant  water  supply 

•  500-mile  proximity  to  two- 
thirds  of  the  U.S.  population. 


In  Ottawa  County, 
you  can  have  it  all. 


For  more  information,  contact: 
James  Kamman 
Ottawa  County  Community 
Improvement  Corporation 
Phone:  (419)  734-6789 
E-mail:  khs@cic. Ottawa. oh. us 
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1-800-345-OHKD 
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If  you're  looking  for  the  road  to  riches, 

Northwest  Ohio  holds  the  key  to  a 

high-performance  economy. 

Just  ask  Jeep.  When  Chrysler  looked  to  build  its  $1.2  billion  assembly  plant, 

it  looked  to  Toledo  and  Northwest  Ohio.  We  congratulate  Jeep  on  being  selected  as  one 

of  Site  Selection 's  "Top  10  Deals  in  the  World"  for  199" 

The  Regional  Growth  Partnership  is  also  proud  to  have  been  named  among  the  Top  20 
for  Site  Selection  magazines  Top  Economic  Development  Groups  in  the  World"  in  1997. 

We,  along  with  our  partners,  are  proud  to  have  been  a  part  of  the  Jeep  project, 

as  well  as  the  recent  Continental  PET  Technologies  plastics  manufacturing  plant 

construction,  a  $26  million  investment  that  will  create  100  new  jobs. 

Toledo  was  ranked  one  of  the  Top  20  Cities  for  Manufacturing  in  IndustryWeek  magazine's 

second  annual  ranking  of  315  U.S.  communities.  Please  call  us  to  learn  how  we  can  assist  you 

with  your  development  project.  We're  your  rapid-response  professionals. 

1-800-815-6744 

REGIONAL  GROWTH  PARTNERSHIP 

Building  a  High-Performance  Economy 
Donald  E.  Jakeway  ■  President  &  CEO 
Tolec'o.  Ohio  ■   WEBSlTEwww.rgp.org 
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Northwest  Ohio,! 


DEFIANCE  •  ERIE  •  FULTON  •  HENIfl   •  LUCAS  •  OTTAWA  •  SANDUSHf  •  SENECA  •  WILUAMS  •  WOOD  COUNTIES 


Is  it  possible  that  profit-minded  capitalists,  not 
Itree-huggers,  make  the  best  conservationists? 

Golden  arch 


By  Brigid  McMenamin 

In  Virginia's  Shenandoah  Valley, 
230  miles  southwest  of  Washington, 
D.C.,  stands  a  215-f(x>t-tall  rock  arch 
dubbed  Natural  Bridge.  Forged  by 
nature  eons  ago,  the  limestone  bridge 
spans  a  chasm  between  two  rocky 
hills  dotted  with  maple,  oak,  cedar 
and  pine.  Cedar  C  reek,  a  tributary  of 
the  James  River,  flows  below.  Nature 
trails  along  its  banks  feature  violets, 
milium,  bluebells,  columbine,  trailing 
arbutus,  flame  azalea,  mountain  laurel 
and  a  1,600-year-old  arborvitae  tree. 
The  surrounding  1,600  acre  spread 
includes  a  347-fbot-deep  cavern. 

The  rock  bndge  is  a  stopping  point 
for  Canada  geese  and  home  to  white 
tailed  deer,  black  bears,  bobcats,  wild 
turkcv,  red  foxes  and  red-tailed  hawks. 
Last  year  it  also  drew  almost  300,000 
human  viators. 

The  National  Park  Service  at    | 
work?  No,  this  National  His-    > 
toric  Landmark  belongs  to  Nat-    t 
ural  Bridge  of  Virginia,  Inc.,  a    g 
for-profit  firm  controlled  by 
Angelo  A.  Puglisi,  a  Washing- 
ton, D.C.  real  estate  mogul.  In 
a    1988   tender  offer    Puglisi 
bought  all  of  the  shares  in  the 
company  for  $6.6  million. 

It  has  proved  a  lucrative 
investment.  Visitors  pay  $8  to 
see  the  bridge,  and  another  $7 
for  a  45-minutc  tour  of  the  cave 
and  a  70-figure  wax  museum 
on  site.  Puglisi  sells  souvenirs 
and  food  at  the  park,  which  also 
has  3  restaurants  and  180  guest 
rooms,  in  cottages  and  2  inns. 
He  won't  say  anything  about 
his  finances,  but  Forbes  esti- 
mates that  last  year  the  compa- 
ny grossed  $5  million. 

Knowing  that  he  must  keep 
the  place  pristine  to  keep 
people  coming,  Puglisi  pays 
close  attention  to  details.  Rustic 
wooden    signs    and    benches 


blend  into  the  scenery.  He's  paying 
botanist  Charlotte  Lotts  to  sow  native 
plants.  He  stocks  Cedar  Creek  with 
native  brown  and  rainbow  trout.  Nat- 
ural Bridge  has  been  virtually  graffiti- 
free  since  1750,  when  guides  claim  a 
young  surveyor  named  George  Wash- 
ington climbed  23  feet  to  carve  his 
initials  on  the  arch. 

In  his  1962  classic,  Capitalism  and 
Freedom,  Milton  Friedman  espoused 
the  radical  view  that  parks  should  be 
privately  owned.  So  maybe  the  feder- 
al government  should  auction  off  its 
52  million  acres  of  national  parks  to 
private  industry?  Horrors!  cried  the 
park  lovers;  what  would  stop  Howard 
Johnson  from  defiling  every  square 
inch  of  our  wilderness? 

But    Puglisi's    treatment    of  his 


tourist  attraction  suggests  that  a 
profit-minded  park  owner  is  not  nec- 
essarily motivated  to  pave  the  place 
over.  At  the  same  time,  the  National 
Park  Service  has  provided  ample  evi- 
dence that  publicly  owned  parks  can 
get  messed  up:  smog  in  Sequoia, 
overgrazing  by  elk  in  Yellowstone, 
traffic  jams  in  Yosemite. 

Nor  are  private,  nonprofit  entities 
always  benign.  In  California's  Sacra- 
mento Valley,  the  Nature  Conservan- 
cy damaged  the  Vina  Plains  Preserve, 
a  4,600-acre  sanctuary  containing 
rainwater  pools  brimming  with  endan- 
gered grasses  and  flowers.  Seeking  to 
protect  the  pools,  the  conservancy 
evicted  the  preserve's  cattle  in  1988. 
Weeds  soon  overtook  the  native  grass- 
es and  began  to  choke  the  pools. 

Why  might  private  owners  like 
Puglisi  take  better  care  of  fragile  envi- 
ronments than  the  government  or  a 
conservation  group?  "Their  business 
and  livelihood  depend  on  it," 
explains  economist  Robert  J.  Smith 
of  the  Competitive  Enterprise  Insti- 
tute's Center  for  Private  Conserva- 
tion in  Washington,  D.C.  "A 
landowner  preserves  the  land,"  he 
adds.  "A  docent  doesn't." 

Natural  Bridge  has  been  in 
private  hands  since  1774, 
when  Thomas  Jefferson  paid 
King  George  III  20  shillings 
for  it.  President  Jefferson  built 
a  two-room  log  cabin  there 
and  urged  prominent  Euro- 
peans to  visit.  Jefferson's 
daughter  sold  the  site  for 
$1,500  in  1835  to  one  Joel 
Lackland,  who  suspended  a 
carriage  from  the  bridge  and 
charged  people  $  1  a  head  to  sit 
inside  listening  to  violin  music. 
Next  he  built  a  tavern  and  inn. 
At  the  bridge  in  1927,  Presi- 
dent Calvin  Coolidge  flipped 
the  switch  on  a  45-minute  col- 
ored light  show  called  Drama 
of  Creation.  It  still  runs  nightly. 
More  recently,  Puglisi  turned 
an  old  barn  into  a  blacksmith 
shop.  This  year  he  pulled  in 
more  than  3,000  visitors  at  $8  a 
head  for  a  Civil  War  demonstra- 
tion. He  is  planning  an  18-hole 
golf  course. 

Okay,  it's  not  wilderness.  But 
it  sure  is  clean  and  well-kept.  H 
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"We  were  long  gone  whei 


A  Forbes  reporter 
meets  with  the  ringleader 
of  the  gang  that  hacked 
the  New  York  Times. 
Here 's  an  inside  look 
into  the  picaresque 
underworld  of  Slut  Puppy 
and  Master  Pimp. 


By  Adam  L.  Penenberg 


H4  CK 1NG 


lut  Puppy  and  his  partner  in  crime, 
Master  Pimp,  hacked  the  New  York 
Times  on  Sept.  13  because  they  were 
bored  and  couldn't  agree  on  a  video 
to  watch. 

They  are  members  of  the  cyberspace  gang, 
"Hacking  for  Girlies"  (hfg),  and  for  six  months 
this  year  operated  out  of  Slut  Puppy's  three- 
room  condo,  a  place  so  tidy,  so  clean,  it  seemed 
positively  unhackerlike.  Of  course,  that  didn't 
mean  there  were  no  telltale  signs  that  hackers 
typed  here.  The  blinds  were  drawn,  the  only 
light  source  beamed  from  computer  screens.  It 
could  just  as  easily  have  been  3  a.m.  as  3  p.m. 

On  the  condition  we  protect  his  anonymity, 
Slut  Puppy  agreed  to  give  this  Forbf.s  reporter 
an  inside  account  of  the  group's  hacksploits. 


If  you  operate  on  the  Internet,  you  could  get 

hacked.  The  highwaymen  of  the  Internet  are  a  ' 

loosely  affiliated  brotherhood  (and  sisterhood)  ' 

of  techno-savvy  people  who  make  a  hobby  oi  ' 

puncturing  what  they  regard  as  the  pomposities  >< 

of  society.  As  far  as  breaking  the  law  is  con-  I 

cerned,  they  think  of  themselves  as  kind  of  a  ' 

cross  between  the  Scarlet  Pimpernel  and  Robin  * 

Hood — harassing    people    they    don't    like  il 

thumbing  their  noses  at  the  law.  | 

Members  of  the  brotherhood  took  over  the  \ 

New  York  Times''  Web  site  for  three  hours  on  i 
that  day,  replacing  the  welcome  screen  with  one 

tinged  with  nudity  and  obscenity.  In  a  diatribe.  I 
Slut  Puppy  roasted  Times  technology  reporter 


John  Markoff  for  his  coverage  of  imprisonec 
hacker-martyr  Kevin  Mitnick. 
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te  pulled  the  plug" 
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To  the  people  at  the  New  York  Times,     5,ut  Pup 

the  prank  was  sacrilege.  When  they  dis-      !"*"  „ 

j      i       i       i      j  j  to  the  N 

covered   the   hacked   page   and   were      nmesm 

unable  to  restore  their  own  news  eon-      obscene 

tent,  the  Timcsters  were  forced  to  shut      insists, ' 

down  the  site  for  nine  hours.  While      haveeth 

Times  technicians  located  and  plugged 

security  holes,  the  company  reported 

the    hack    to    the     FBI.     Joseph    Valiquette, 

spokesman  for  the  FBI's  New  York  office,  eon- 


Slut  Puppy's 

message 

to  the  New  York 

Times  may  be 

obscene,  but  he 

insists,  "We  do 

have  ethics." 


year  it  penetrated  Rt66  Internet,  an  Albu- 
querque Internet  service  provider.  Over  the  next 
four  months  the  gang  claimed  assaults  on, 
among  others,  NASA's  Jet  Propulsion  Laboratory, 
Motorola  and  Penthouse  magazine  before  return- 
ing to  Rt66  in  August. 

To  penetrate  the  limes,  Slut  Puppy  and 
Master  Pimp  employed  what  is  called  a  remote 
root  buffer  overflow.  By  transmitting  too  many 
data  into  a  targeted  /.one,  then  tracking  and 
manipulating  the  characters  that  could  not  fit 
into  that  space,  they  were  able  to  trick  the 
system  into  running  their  commands  as  if  they 
were  being  issued  by  New  York  Times  system 
administrators. 

After  wheedling  their  way  inside  the  server, 
they  pulled  down  the  Times''  front  page  and 
replaced  it  with  one  shown  in  part  here,  a  fake 
layout  that  Slut  Puppy  had  composed  with  two 
other  members  of  iii-c;:  Sidekick  Slappy  and 
Daddy  Sweetcakes,  both  of  whom  work  off-site 
and  communicate  with  the  gang  exclusively  over 
the  Internet. 

Slut  Puppy  and  Master  Pimp  were  able  to  con- 
trol so  many  functions  on  the  site  that  when 
Times  technicians  tried  to  pull  their  hacked  page 
and  replace  it  with  standard  news  content,  the 
hackers,  who  had  logged  off  by  then, 
s  used  a  program  that  automatically  slipped 

„  ,      their  page  back.  For  almost  three  hours 

York        .  .  .       ,  ,    -      ,  ... 

be         this  went  back  and  forth,  until  the  Times 

it  he  took  its  site  off-line.  Chortles  Slut  Puppy, 
j  do  "They  seemed  to  have  no  idea  how  we 
;-"  got  in — or  how  to  stop  us." 

On  his  hacked  page  Slut  Puppy  includ- 
ed several  pointed  references  to  John 
Markoff,  the  'Times  reporter  who  co-wrote  the 
1996  book  Takedoww,  which  detailed  the  search 


is  investigating 


agency's  computer  crime  squad     and  capture  of  Kevin  Mitnick,  a  hacker  who 

faces  a  25-count  indictment  on  a  variety  of  com- 
rpetrators  are  two  of  the  most  puter  and  wire-fraud  charges.  Mitnick,  whose 
s  in  cyberspace.  trial  starts  in  January,  has  become  a  martvr  to 


wanted  fui 


Although  the    Times  prank  may  have  been     hackers. 


Hacking  for  Girlies1  most  spectae 


Although  Slut  Puppy  knows  Mitnick  broke  the 


newspaper  was  not  its  first  target.  In  April  of  this     law,  he  and  many  other  hackers  blame  Markoff 
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OK,  she9s  finally  comini 
over  for  dinner, 


at  are  you  goima 
offer  her,  a  nice  cold  one? 


Dewar's 

scotch  .whisky 
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for  hyping  Mitnick's  crimes  in  Take- 
down, for  which  he  reportedly  shared 
a  $750,000  advance.  The  book  is  also 
being  turned  into  a  movie,  which  will 
undoubtedly  increase  pro-Mitnick 
protest  activities  in  cyberspace. 

Markoff  says  he  loses  no  sleep  over 
Mitnick,  who  has  already  pleaded  guilty 
and  served  time  for  possession  of  unau- 
thorized access  codes  to  cellular  phones 
and  for  violating  parole.  "You  have  to 
wonder  how  deep  these  hackers'  think- 
ing goes,"  Markoff  says.  "If  they  have 
a  political  cause,  they  are  accomplishing 
the  exact  opposite  of  their  goal.  No 
one  is  doing  more  to  promote  the 
upcoming  movie  than  the  hackers 
themselves." 

Markoff  wasn't  the  only  one  to 
make  it  onto  hfg's  hit  list.  Carolyn  P. 
Meinel  of  Cedar  Crest,  N.M.  is  its 
public  enemy  number  one. 

Meinel  is  the  author  of  The  Happy 
Hacker,  a  kind  of  Hacking  for  Dum- 
mies volume  chock-full  of  folksy  golly  - 
gee-isms  interspersed  with  geek  talk. 
The  goal  of  the  book  is  to  teach  "new- 
bies"  how  to  hack  legally.  The  book's 
tone  irks  many  of  the  more  sophisticat- 
ed hackers,  who  claim  to  be  on  a  mis- 
sion to  show  how  porous  most  com- 
puter security  is — die  law  be  damned. 

And  here  was  Meinel  asserting  in 


public  forums  that 
hacker  groups  were 
like  street  gangs, 
forcing  teenage  initi- 
ates to  commit 
crimes  to  gain  mem- 
bership. "Meinel  has 
this  idea  that  as  the 
Happy  Hacker  she  is 
this  noble  leader 
among  leaders,"  Slut 
Puppy  says.  "But  she 
pretends  to  know 
more  than  she  does, 
so  we  thought,  'Let's 
make  her  life  hell.'" 

After  a  cozy  Easter 
Day  dinner  in  April, 
John  Mocho,  co- 
owner  of  Rt66  Inter- 
net, was  showing  his 
son  and  grandson 
how  to  upload  family 
photos  to  his  wife's 
Web  site.  The  hack- 
ers had  nothing 
against  Rt66.  Their 
target  was  one  of  the  isp's  customers. 
A  wholesome  family  scene  turned 
downright  unwholesome  when 
Mocho  tried  to  access  his  ISP's  front 
page.  Instead  of  the  usual  welcome 
screen,  he  was  met  with  a  picture  of 
one  of  his  customers,  52 -year-old 
mother  of  six  Carolyn  Meinel,  posing 
on  the  cover  of  a  fictional 
publication,  "Crack  Whore 
Magazine,"  as  well  as  her 
credit  card  number.  A  gang 
Mocho  had  never  heard  of, 
calling  itself  Hacking  for 
Girlies,  claimed  responsibility'. 
While  his  son  rushed  his 
grandson  into  the  next  room, 
Mocho  went  after  the  hackers. 
"I  had  never  been  hacked 
before,"  he  said.  "This  was  my 
ISP,  my  customers.  I  wanted 
them  off  as  soon  as  possible." 

Mocho  launched  a  preemptive 
strike.  He  typed  in  the  Unix  com- 
mand "kill-9,"  which  he  assumed 
would  cripple  the  hackers'  ability  to 
issue  commands.  Seconds  later  Mocho 
was  booted  off  his  own  network. 

Figuring  there  was  only  one  sure 
way  to  get  rid  of  them,  he  jumped 
into  his  car  and,  driving  55mph  in  a 
30mph  zone,  made  it  to  his  office  in 
three  minutes  flat.  Mocho  cursed  the 


day  he  had  let  his  partner,  Marl 
Schmitz,  and  the  isp's  system  admin 
istrator,  Damian  Bates,  convince  hin 
to  accept  Meinel  as  a  customer.  1 
lightning  rod  for  hackers,  she  ha< 
already  been  kicked  off  five  other  ISPs 

Schmitz  and  Bates  had  preached  th< 
First  Amendment.  No  one,  the; 
argued,  should  be  forced  off  an  is: 
because  a  bunch  of  hackers  didn't  liki 
her.  Schmitz  and  Bates  also  figurec 
their  computer  security  was  solid. 

They  figured  wrong,  Mochc 
thought  grimly.  After  gaining  entry  t( 
his  office,  Mocho  grabbed  a  networl 
cable  and  yanked  hard.  Rt66  was  cu 
off  from  the  Internet.  The  phom 
would  start  taunting  Mocho  an; 
minute  now,  with  irate  customer 
threatening  to  switch  ISPs. 

Mocho  estimated  that  the  hacker; 
had  been  inside  the  network  20  min 
utes — 30  tops.  Enough  time  to  hav« 
compromised  it.  In  their  haste  tc 
leave,  however,  he  surmised  that  the; 
had  left  behind  a  standard  "roo 
kit" — software  designed  to  take  anc 
maintain  control  over  another': 
system.  This,  in  his  mind,  indicatec 
they  were  amateurs,  which  cheerec 
him.  "From  a  technical  point,  thi; 
meant  they  had  no  magic  ship  to  ge 
in,"  Mocho  said.  "They  probabh 
compromised  a  user's  account,  stole 
someone's  password." 


aSKfe"-" 


ringleader  srut  Puppy: 
"Security  was  so  lax 
we  didn't  ([now 
a  firewall  insta 


lintil  we  re 
in  the  New  rori 
the  next  day. 


they  had 
imes 


What  he  did  not  realize  was  that  HFC  I 
had  not  used  a  root  kit;  evidendy  it  hac 
been  left  behind  by  some  other  hack 
ers.  In  fact,  hfg  had  sailed  in  undetect- 
ed on  that  magic  ship  Mocho  was  sc 
sure  wasn't  there,  burrowed  deef| 
inside  millions  of  lines  of  ISP  code. 

It  took  Mocho  and  company  2( 
hours  to  get  Rt66  up  and  running 
again.  During  this  process  someone 
either  missed  a  machine  or  inadver 
tend)'  installed  a  snapshot  of  the  hackee 
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"ARAMARK  helped  us 
create  a  mile  high  experience 


Unlimited  Partnership  with: 

Colorado  Rockies 

Since: 
1993 

Managed  Services: 

Concessions,  Suite  Catering, 
Restaurants,  Microbrewery, 
Retail,  and  Facility  Services 

Value  Created: 

#1  in  Major  League 
ticket  sales  last  6  years 

Dave  Moore, 
Director,  Colorado  Rockies: 

"Great  food  courts.  A  spectacular 
microbrewery.  A  popular  concession 
area  for  kids;  just  the  ultimate  fan 
experience.  To  put  it  in  our  terms, 

ARAMARK  is  one  of  our  most 
valuable  partners." 

Tim  Lawler, 

Regional  Vice  President, 

ARAMARK: 

"We  started  with  a  shared  vision  - 
build  a  great  family  experience 
and  they  will  come.  And  today 

ARAMARK  is  playing  a  lot  more 
positions  for  the  Rockies." 


To  learn  more  about  other 

Unlimited  Partnerships  visit  our 

website  at  www.aramark.com 

or  call  1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 
Business,  Government,  Healthcare, 

Sports  and  Entertainment, 

and  Educational  Institutions  include: 

Food  and  Facility  Management, 

Uniform  and  Career  Apparel, 

Child  Care  and  Elementary  Education. 
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Managed  Services,  Managed  Better. 


system  by  accident.  For  whatever 
reason,  the  back  door  hfg  had  slipped 
in  through  remained  open.  Using  that 
same  flight  path,  Hacking  for  Girlies 
would  return  to  Rt66  in  August. 

But  long  before  reattacking  Rt66, 
the  hackers  maintained  continual 
access  to  the  system:  sifting  through 
customers'  E-mail,  noting  any  securi- 
ty improvements.  Since  they  despised 
Meinel,  they  read  all  of  her  mail. 

Although  Mocho  believed  the 
Easter  hack  was  the  first  time  hfg  had 
violated  his  ISP,  Slut  Puppy  says  he 
took  many  a  joyride  through  Rt66's 
servers  well  before  then.  It  was  during 
one  of  these  jaunts  that  Slut  Puppy 
noticed  that  Rt66  was  employing  a 
product  called  Tripwire. 

If  any  files  are  altered  by  a  hacker, 
this  software  is  designed  to  alert  the 
system  administrator.  But  Slut  Puppy 
knew  a  technique  for  getting  around 
it.  Because  Tripwire  works  by  com- 
paring numbers  it  assigns  to  each  file, 
all  he  had  to  do  was  adjust  the  num- 
bers that  were  already  on  the  system. 
It's  like  altering  the  answers  on  an 
exam  to  match  yours,  no  matter  how 
oudandish  they  are. 

While  Slut  Puppy  hummed  "Get 
your  clicks  on  root  66"  and  designed 
the  Web  page,  Master  Pimp  bounced 
through  some  ISPs  to  camouflage  their 
itinerary.  Using  the  existing  back  door, 


"We've  planned  not  just 
for  the  day  the  FBI 
comes— we've  even 
planned  for  a  hostile  raid 
where  tqe  Feds  actually 
plant  evidence." 


Master  Pimp  typed  in  a  keyword  and 
within  ten  seconds  had  control  of  one 
of  Rt66's  servers.  From  there  he  tra- 
versed over  to  the  system's  power- 
house, "Mack,"  where  Slut  Puppy 
replaced  Rt66's  home  page  with  hfg's. 

"Rather  than  continuing  the  gun- 
fight,  we  cleaned  up  our  tracks  by  eras- 
ing logs  and  left,"  Slut  Puppy  said. 
"We  were  long  gone  when  he  pulled 
the  plug." 

As  it  happens,  Meinel  says  that  on  a 
personal  level  the  hackers  "have  hardly 
done  any  harm  to  me.  They  hurt 
bystanders.  They  harm  the  isps,  their 
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customers  and  the  credit 
card  companies." 

Meinel  also  says  the 
hackers  can  come  after  her 
all  they  want.  "Sure  helps 
me  sell  more  books,"  she 
contends. 

After  the  Easter  hack, 
when  the  ISP  was  consider- 
ing tossing  her  off  the  net- 
work, Meinel  swore  to 
Rt66  that  the  credit  card 
the  hackers  stole  had  not 
come  from  the  ISP's  credit 
card  file.  Later,  Meinel 
admitted  that  she  had 
been  mistaken.  This  is  key 
because  Rt66  took  her 
word  the  credit  card  file 
had  not  been  breached. 

Slut  Puppy,  on  the  other 
hand,  was  amazed  that 
Rt66  didn't  do  anything 
to  remove  the  credit  card 
file  from  the  network  after 
the  Easter  hack. 

So,  on  Aug.  7  Slut  Puppy  and 
Master  Pimp,  entering  Rt66's  servers 
the  same  way  the}'  did  in  April,  made 
off  with  the  whole  customer  credit 
card  file — 1,749  card  numbers  in  all. 
"It  was  so  easy  getting  back  into 
their  system  with  the  same  back  door, 
we  wondered  if  they  had  set  a  trap," 
Slut  Puppy  said. 

This  hack  not  only  result- 
ed in  the  ISP  shutting  down 
for  some  60  hours  but  also 
forced  Rt66  to  rebuild  its 
security  from  scratch. 

What  is  unfortunate  is 
that  Rt66,  by  doing  the 
right  thing  in  alerting  the 
FBI  and  credit  card  compa- 
nies to  the  security  breach, 
has  suffered  for  its  good  deeds.  Even 
with  its  rebuilt  security — Rt66  is  now 
one  of  the  most  secure  isps  in  New 
Mexico — the  ISP  has  lost  15%  of  its 
5,000  or  so  members  since  the 
August  hack. 

"I  respect  the  hackers'  skills,"  Rt66 
system  administrator  Bates  grumbles, 
"although  I  didn't  appreciate  the  obnox- 
ious way  they  demonstrated  them." 

Internet  Security  Systems  (iss)  of 
Adanta,  Ga.,  one  of  the  big  names  in 
computer  security,  has  donated  a 
remote  monitoring  station  for  the 
Rt66  network.  ISS  hopes  to  trap  Hack- 


Times  reporter  John  Markoff:  "Sure,  I  was  pissed. 


ing  for  Girlies  the  next  time  it  tries  to 
invade  the  system. 

But  Slut  Puppy  already  knew  about 
iss'  presence  in  Rt66  from  one  of  his 
many  well-placed  sources.  "Needless 
to  say,  we  don't  plan  on  returning 
anytime  soon,"  he  says. 

Of  course,  Slut  Puppy  knew  that 
hacking  the  New  York  Times  was  a  lot 
riskier  than  attacking  Rt66 — the  news- 
paper has  immense  clout  in  Washing- 
ton, D.C.  The  day  after  the  Times 
hack,  Slut  Puppy  and  Master  Pimp 
packed  up  the  computers  used  in  their 
hack  spree  and  passed  them  on  to 
others  for  safekeeping.  Any  data 
gleaned  from  their  other  crimes  were 
either  deleted  or  protected  by  power- 
ful 1,024-bit  encryption. 

"Even  we  don't  know  where  all  of 
the  equipment  is,"  Slut  Puppy  says. 
"And  my  password  to  the  encryption 
is  probably  unbreakable,  too,  since  it 
is  more  than  40  characters  long,  case- 
sensitive,  and  combines  letters,  num- 
bers and  symbols.  We've  planned  not 
just  for  the  day  the  FBI  comes — we've 
even  planned  for  a  hostile  raid  where 
the  Feds  actually  plant  evidence." 

The  group  plans  to  lie  low  until  law 
enforcement  moves  on  to  bigger  and 
better  cases.  By  the  way,  whence  the 
name  Hacking  for  Girlies?  "Chicks  dig 
hacking,"  explains  Slut  Puppy.       M 
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Heirs  to  publisher  Eugene  C.  Pulliam  are  no  longer... 
ruling  the  newspaper  chain  he  founded. 
Good  news  for  investors. 

Not  in  the  family 


By  William  P.  Barrett 


Earlier  this  year  a  largish  Indi 
anapolis  company  (1997  revenues. 
$716  million)  moved  its  corporatel 
and  executive  offices  to  another  state. 
These  facts  went  unreported  in  th 
Indianapolis  Star  and  the  Indianapo 
lis  News. 

Evidently  the  facts  were  a  litde  to 
close  to  home.  The  two  papers  an 
owned  by  the  fleeing  company,  Cen 
tral  Newspapers,  Inc.   Financially, 
these  proud  flagships  of  the  publish- 
ing firm  founded  in  1934  by  leg 


, 
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This  Is  Either  A  Portrait  Of 
A  Fannie  Mae  Homeowner 
Or  A  Fannie  Mae  Investor. 


hen  families  have  needed 
help  in  becoming  homeowners,  we've 
left  them  smiling.  And  when  investors 
have  come  to  us  lor  outstanding  returns. 
we've  done  the  same. 

At  Fannie  A\ae.  we've  helped  over 
30  million  families  afford  homes.  We've 
also  achieved  more  than  a  decade  of 
steady  earnings  growth  in  a  wide  variety 
of  interest  rate  environments.  Over  ihe 
last  ten  years,  our  stock's  total  rate 
of  return  to  investors  stands  at  an 
impressive  39.5  percent  per  year.  You'll 
find  hinnie  Mae  common  stock  actively 
traded  on  the  N'ew  York  Stock  Exchange 
under  the  ticker  symbol  FNM. 

Call  us  at  1-800-368-7092  for  a 
copy  of  our  annual  report.  Or  visit  our 
Web  site  at  www.tanniemae.com  for  more 
information.  Either  way.  what  you'll  see 
will  leave  you  smiling. 


5t  FannieMae 


Read  all  about  it 


Company 


AH  Belo 

$0.84 

$0.73 

Central  Newspapers 

2.01 

3.59 

Knight  Riddei 

1.67 

2.68 

Lee  Enterprises 

1.24 

1.40 

McClatchy 

0.90 

1.25 

Media  General 

2.01 

2.29 

EW  Scripps 

1.66 

1.70 

Earnings  per  share Recent 

1995       1998  est    %  change  price 

-13%  $17.19 

79  65.75 

60  43.00 

13  25.31 
39  32.00 

14  43.81 
2  43.00 


Nonprint  ventures 

TV  stations,  cable 

Job  fairs,  Internet  want  ads 

none  ___ 

TV  stations 

none 

TV  stations,  cable,  databases 

TV  stations,  cable 


Sources:  Standard  &  Poor's  Stock  Guide;  lacks  Investment  Research. 

Among  this  sampling  of  medium-size  newspaper  companies,  Central  Newspapers 
has  outperformed  its  peer  group  since  Louis  (Chip)  Weil  took  over  three  years 
ago.  Moves  outside  the  newspaper  business  into  job  fairs  and  job  ads  on  the 
Internet  may  help  Central  keep  up  the  steam. 


endary  publisher  Eugene  C.  Pulliam 
have  fallen  far  behind  the  company's 
faster-growing  paper  in  the  Sunbelt, 
the  Arizona  Republic. 

The  Republic  (daily  circulation, 
465,000)  accounted  for  almost  70% 
of  Central's  $81  million  profit  last 
year.  "The  action  is  here,"  says 
Louis  A.  (Chip)  Weil  III,  Central's 
chief  executive,  in  his  office  atop  the 
Arizona  Republic  building  in  down- 
town Phoenix. 

Even  more  significant  than  the 
switch  in  venue  is  the  shift  of  power 
away  from  the  Pulliam  family. 
Outside  investors  should  applaud  the 
change. 

Like  a  lot  of  publishing  empires — 
the  New  York  Times  Co.  and  Dow 
Jones  &  Co.,  for  example — Central 
Newspapers  was  seemingly  struc- 
tured to  keep  potential  acquirers  or 
proxy  challengers  at  bay.  Pulliam 
worried  that  his  descendants — 
among  them,  former  Vice  President 
Dan  Quayle,  a  grandson — might  sell 
the  company.  So  upon  his  death  in 
1975  at  age  86,  his  controlling  Class 
B  shares  went  into  a  trust  for  his 
heirs  that  will  run  until  near  the  end 
of  the  next  century.  It  was  governed 
by  three  lifetime  trustees:  Nina  Pul- 
liam, last  of  his  three  wives  but 
mother  of  none  of  his  three  children; 
son  Eugene  S.  Pulliam;  and  a  top 
company  official. 

Under  Pulliam's  trust,  widow  Nina 
had  veto  power,  which  she  may  have 
used  to  block  some  company  expan- 
sion efforts  until  she  died  in  1997. 
More  than  a  year  later,  the  two  sur- 
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viving  trustees,  Eugene  S.  and  Frank 
Russell,  the  company's  former  chief 
executive,  named  Nina's  replacement: 
Chip  Weil,  a  former  Arizona  Repub- 
lic publisher — and  no  relation  to  the 
Pulliams — who  had  become  Central's 
chief  executive  in  1996. 

Pulliam  control  is 
likely  to  slide  even 
more.  Trustee  Eugene 
S.,  age  84,  is  ailing  and 
reportedly  hasn't  gone 
regularly  to  his  office  in 
a  year.  According  to  the 
trust,  replacement 

trustees  must  be  "top 
executives"  of  Central. 
No  Pulliam  heir  now 
qualifies. 

All  this  gives  the  57- 
year-old  Weil — a  well- 
connected,  third-gener- 
ation newspaperman  and 
a  former  Time  magazine     man 
publisher — an  extraordi- 
narily free  hand.  He  is  respectful 
of  family  traditions  but  not  bound 
by  them. 

Born  in  1889,  Eugene  C.  Pulliam 
was  one  of  the  last  of  a  breed  of 
forceful  publishers  who  saw  their 
news  and  editorial  pages  as  coequal 
platforms  for  their  political  views — in 
his  case,  generally  conservative.  It  was 
Pulliam  who  brought  Barry  Goldwa- 
ter  into  politics.  During  a  65-year 
career,  Pulliam  bought  or  sold  more 
than  50  newspapers,  mostly  in  small- 
er Midwest  markets.  In  the  1940s  he 
got  control  of  the  two  Indianapolis 
papers  for  $6  million,  and  the  Ari- 


Founder  Eugene  C.  Pulliam 
Influence,  not  money. 


zona  Republic  and  Phoenix  Gazette 
for  a  cheap  $4  million. 

The  rub  was  this:  "I've  never  been 
interested  in  the  money  we  make  but 
in  the  influence  we  have,"  Pulliam 
once  declared.  Before  Pulliam  gradu- 
ally bought  most  of  them  out,  out-1 
side  investors — including  cowboy  stai 
Gene  Autry — complained  about 
lousy  dividends.  When  the  chair 
went  public  in  1989,  the  same  issue 
presented  itself:  Is  the  purpose  ol 
a  newspaper  company  to  maximize 
shareholder  value — or  to  maintain 
a  dynasty? 

Weil  leans  to  the  shareholder- 
value  school  of  thought.  Aftei 
decades  as  a  sleepy,  debt-free  compa- 
ny, Central  under  him  is  suddenly  on 
the  move.  Weil  killed  the  ailing  after- 
noon Phoenix  Gazette,  laid  off  work- 
ers and  is  borrowing  $150  million  tc 
buy  Central  stock  owned  by  a  Pul- 
liam family  trust.  He  bought 
40,000-circulation  daily  newspaper — 
the  Alexandria  Daily  Town  Talk — in 
Alexandria,  La.  for  $62 
million.  Finally  pushing 
Central  outside  of  print.: 
Weil  last  year  spentt 
about  $35  million  tc 
buy  companies  that  run 
job  fairs  for  technology 
companies  and  post 
want  ads  on  the  Inter 
net.  Pulliam  may  be 
turning  over  in  his 
grave,  but  Weil  sayj 
he  doesn't  rule  out 
shuttering  the  afternoon 
Indianapolis  News. 
which  has  lost  70%  of  its 
circulation  in  11  years. 
Look  at  the  results 
Per-share  earnings  have  risen  79%  since 
Weil  took  over,  from  $2.01  in  1995  tc 
an  anticipated  $3.59  this  year.  He  ha* 
boosted  the  dividend  55%,  to  96  cents 
Most  newspaper  companies  have  nol 
posted  such  large  gains  (see  table 
above). 

Central's  Class  A  shares,  the  one? 
that  are  publicly  traded,  are  off  12% 
from  their  1998  high  to  a  recenl 
$65.75.  That  means  a  market  valua- 
tion of  only  $1.6  billion,  at  least  20% 
less  than  what  the  company  would  b« 
worth  if  the  properties  were  auc- 
tioned off.  Weil  figures  he  can  clost 
that  gap.  ■ 
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With  MSN   Internet  Access, 

you  get  the  speed  and  reliability  of  the  latest  Microsoft9  Internet 
technology— try  it  FREE*  with  a  full  month  of  unlimited  hours! 
That's  one  month  of  unlimited  Internet  and  e-mail.  Then  if  you 
love  it.  do  nothing  and  keep  getting  unlimited  hours  of  MSN 
Internet  Access  and  e-mail  for  just  $19.95/month. 

MSN  Internet  Access  uses  Microsoft  Internet  Explorer  4 
software— that's  the  latest,  fully  integrated  Internet  software 
from  the  people  who  created  your  Windows"  operating  system. 
And  MSN  received  an  A-rating  for  speed  and  reliability  from 
Inverse  Network  Technology— a  leading  industry  analyst.** 
If  you're  already  online,  pop  in  the  CD  and  put  Microsoft 
technology  to  the  test— side-by-side  with  your  current  service. 


It's  already  on  your  Windows  95  or  98-based  desktop. 

Just  click  on  the  MSN  icon  on  your  desktop  for  offer  details 
and  to  start  your  FREE*  month  of  unlimited  hours  right  now. 
Or  if  your  icon  is  missing,  call  1-800-255-7059,  dept.  0856, 
and  we'll  rush  you  a  free  CD  with  everything  you  need  to  get 
started— plus  a  free  Microsoft  software  bonus  pack. 
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1-800-255-7059,  dept  0856 


f  users  of  the  Windows®  95  or  higher  operating  systems  only.  Includes  MSN  Internet  Access  client  access  software  only.  One  month  free  unlimited  trial  is  available  to  new  members  of  MSN  Internet  Access 
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The  government  and  industry  are  pouring  a  tidy 
sum  into  testing  things  that  go  by  the  scary  moniker 
"endocrine  disrupters."  Should  we  be  scared? 


Truth  disrupters 


By  Michael  Fumento 
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"EPA  TO  Hunt  Dangers  in  Everyday 
Products,"  read  the  headline  in  the 
New  York  Times  last  summer.  Soon, 
the  story  said,  the  Environmental  Pro 
tection  Agency  would  begin  testing  |te 
the  first  of  about  62,000  chemicals  for 
harmful    hormonal    effects.    "The 
action,"  it  declared,  "is  in  response  to 
a  growing  body  of  research  indicating! 
that  man-made  industrial  chemicals 
and  pesticides  may  commit  a  kind  of  |fc 
molecular  sabotage  within  the  body's 
regulatory  apparatus,  possibly  causing 
birth  defects,  low  sperm  counts,  breast 
cancer,   mental   impairment   and 
range  of  other  ailments." 

Sounds  scary — and  it  is  scary,  to  the 
chemical  industry,  at  least.  To  do  a 
thorough  testing  of  a  suspect  chemi 
cal  costs  an  average  $1.5  million.  If 
the  EPA  does  not  call  off  the  hunt  at  a. 
preliminary  stage,  somebody  has  to 
cough  up  $23  billion  to  test  just  the 
most  suspicious  24%  of  the  lot. 

But  are  everyday  chemicals  hidden 
causes  of  birth  defects,  mental  impair 
ment  and  other  bad  things?  It  turns 
out  that  there  is  no  growing  body  of 
research  to  that  effect.  Indeed,  the  m 
testing  is  in  response  to  stunning 
findings  reported  two  years  ago  in  |rt 
Science  magazine.  Last  year  the  ko 
authors  of  that  Science  article  official 
ly  withdrew  the  findings,  after  neither 
they  nor  anyone  else  could  replicate 
their  work.  But  the  witch-hunt  con- 
tinues unabated. 

And  it  could  cost  industry  plenty. 
"Companies  and  ultimately  consumers 
will  be  severely  impacted  by  the  cam- 
paigns and  publicity  alone,  regardless 
of  any  ultimate  scientific  consensus," 
says  Steven  Usdin,  publisher  and 
editor  of  the  Endocrine/Estrogen 
Letter.  "Some  of  the  individual  prod- 
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ucts  threatened  with  bans  are  billion- 
dollar  businesses." 

Some  quick  background:  The 
body's  endocrine  system  comprises 
those  organs  that  produce  hormones, 
which  are  powerful  molecules  that 
transmit  commands  from  one  part  of 
the  body  to  another.  Hormone-pro- 
ducing organs  include  the  adrenal 
glands,  ovaries,  testes,  hypothalamus 
and  pituitary  gland.  Among  other 
things,  hormones  afreet  mental  states, 
sperm  production,  preg- 
nancy and  menstruation. 
Chemicals  that  affect 
natural  hormones  in  lab 
tests  are  widely  called 
endocrine  disrupters, 
though  most  have  never 
been  tested  in  animals, 
much  less  been  shown  to 
disrupt  anything  in 
human  beings. 

The  en\ironmentalist 
position  on  endocrine 
disrupters — or  "modula- 
tors," as  they  are  called  by 
scientists  looking  for  a 
more  neutral  term — is 
simple:  Ban  them.  But 
science  gives  us  no  precise 
definition  of  what  kind  of 
effect  is  great  enough  to 
be  called  a  disruption. 

Here  are  two  things 
we  do  know.  First,  the 
suspected  endocrine 
modulators  that  environ- 
mentalists want  banned 
are,  in  effect,  utterly 
swamped  by  other  mod- 
ulators not  on  their  hit 
list — namely,  natural 
modulators  in  plants  we 
eat,  hormones  from  our 
own  bodies,  synthetic 
hormones  in  contracep- 
tives and  postmenopausal  ■■■^M 
hormone  replacement 
pills.  Second,  if  even  a  small  part  of 
the  green  wish  list  is  granted,  the  plas- 
tics, farming  and  pharmaceutical 
industries  will  be  devastated,  and  our 
pay  of  life  will  be  altered  in  ways 
nobody  can  even  guess. 

Putting  a  price  on  elimination  or 
reduction  of  such  chemicals  is  impos- 
sible because  there  is  no  agreement 
about  which  ones  will  be  involved. 
But  removal  of  just  one  class  of  chem- 
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icals  that  many  environmentalists  have 
branded  endocrine  disrupters — 
namely,  organochlorines — could, 
according  to  a  1993  industry-spon- 
sored study,  cost  the  nation  $100 
billion  yearly.  These  chemicals  per- 
form vital  services  in  sanitizing  drink- 
ing water  and  are  necessary  to  pro- 
duce most  pesticides  and  many 
pharmaceuticals. 

The  Science  article  appeared  just 
months   after  publication   of  Our 


Milk  panic  in  England,  1996:  Phthalates 
in  food  containers  disrupt  hormones. 
King's  College  study,  1998:  No,  they  don't. 


Stolen  Future,  coauthored  by  Theo 
Colborn,  Dianne  Dumanoski  and 
the  director  of  the  W.  Alton  Jones 
Foundation,  John  Peterson  Myers. 
This  foundation  gives  about  $2 
million  yearly  to  organizations  that 
spread  endocrine  disrupter  fears, 
one  of  which  is  the  Tulane/Xavier 
Center  for  Bioenvironmental  Re- 
search, which  produced  the  June 
1996  Science  study.  The  Science  article 


claimed  that  four  pesticides  tested 
individually  had  virtually  no  hormon- 
al effects,  but  when  combined,  their 
potency  jumped  up  as  much  as  a 
thousandfold.  Then  the  media 
jumped,  with  headlines  such  as  the 
Associated  Press'  "Study  Finds  Com- 
bined Pesticides  are  Incredibly  More 
Dangerous."  Science  retracted  the 
study  in  July  1997. 

In  the  meantime,  faced  with  a 
tsunami  of  press  coverage,  the  feds 
jumped.  Lynn  Goldman, 
assistant  administrator  of 
the  Office  of  Prevention, 
Pesticides  &  Toxic  Sub- 
stances at  the  Environmen- 
tal Protection  Agency, 
ordered  new  studies.  Con- 
gress, in  part  through  leg- 
islation sponsored  by  New 
York  Senator  Al  D'Amato, 
directed  the  epa  to  begin 
screening  chemicals  for 
hormonal  effects.  By  the 
time  the  study  was  retract- 
ed, the  wheels  were  set  in 
motion,  and  Dr.  Goldman 
made  clear  the  EPA  wasn't 
about  to  hit  the  brakes. 

Our  Stolen  Future  made 
the  spectacular  claim  that 
human  sperm  counts  were 
declining.  "You're  half 
the  man  your  father  was," 
taunted  a  Greenpeace 
slogan.  But  then  last 
November  we  heard  we 
might  actually  be  a  third 
the  man  our  fathers 
were.  Shanna  H.  Swan, 
a  member  of  a  National 
Academy  of  Sciences 
committee  evaluating 
endocrine  disrupters,  and 
two  of  her  California 
Health  Services  Depart- 
■■■■  ment  colleagues  published 
a  paper  in  Environmental 
Health  Perspectives  claiming  sperm 
counts  are  dropping  in  the  U.S.,  and 
faster  yet  in  Europe.  "Sperm  Counts 
Continue  to  Plunge,"  cried  the  Cal- 
gary Herald.  "Studies  Point  to  a 
Fearsome  Chemical  Risk,"  shouted 
the  Toronto  Star. 

There's  another  side  to  this  scare 
story.  "The  differences  [in  Swan's 
study]  represent  geographic  differ- 
ences rather  than  data  over  time," 
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explains  Dr.  Harry  Fisch,  director  of 
the  Male  Reproductive  Center  at 
Columbia-Presbyterian  Medical 
Center  in  New  York.  "Before  1970 
nearly  all  the  studies  were  from  the 
New  York  region,  which  has  higher 
sperm  counts,"  while  the  later  data 
represent  areas  of  the  country  that  for 
whatever  reason  have  lower  sperm 
counts.  "If  you  just  take  out  New 
York  City  from  the  analysis,  there's  no 
decline." 

As  to  Swan's  European 
findings,  he  notes:  "If  you 
evaluate  the  European  data 
against  previous  European 
data,  there  actually  appears 
to  be  a  slight  increase." 
Instead,  she  compared 
Europe  to  the  U.  S.  Fur- 
ther, says  Fisch,  "if  she  had 
included  later  published 
data,  even  using  her  own 
statistical  methodology  she 
would  have  found  no 
decline." 

Yet  another  panic  came 
in  1996,  after  the  British 
government  revealed  it 
had  found  phthalates  in 
several  brands  of  baby 
milk.  Phthalates  are  "plas- 
ticizers,"  meaning  they 
make  plastics  soft  and  flex- 
ible. Newspaper  scare  sto- 
ries followed. 

The  fear  was  prompted 
by  a  study  in  which  phthal- 
ates appeared  to  have 
caused  shrunken  testicles 
and  lowered  sperm  pro- 
duction in  rats.  Yet 
nobody  was  more  disgust- 
ed at  the  media  madness 
than  its  lead  author, 
Richard  Sharpe,  a  male  fer- 
tility specialist  in  Edin- 
burgh, Scotland.  In  a  ■■ 
newspaper  commentary  he 
blasted  the  media  for  "fuel[ing 
public  panic." 

Indeed  not.  A  couple  of  months 
ago  Sharpe  conceded  that  his  study 
could  not  be  duplicated  by  the  two 
other  teams  of  researchers  who  tried. 
No  matter.  In  October  Sweden 
became  the  third  European  country  to 
ban  phthalates  in  toys. 

Any  positive  finding  is  immediately 
exploited  by  environmentalists  and 
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trumpeted  by  reporters.  Frederick 
vom  Saal,  a  toxicologist  at  the  Uni- 
versity of  Missouri-Columbia  and  also 
a  member  of  the  National  Academy 
of  Science  endocrine  disrupter  panel, 
has  gotten  tremendous  play  from  a 
study  that  tested  a  mere  seven  mice 
for  each  of  various  doses  of  two 
chemicals.  One  is  bisphenol  A,  of 
which  1.8  billion  pounds  is  sold  in  the 
U.S.  each  vear  to  line  food  and  drink 


for  more  abnormalities.  The  results!?1 
Mice  that  were  ready  to  try  out  fo  ^ 
the  Olympics.  Zero  abnormalities 

A  skeptical  scientist  instinctively 
assumes  that  the  more  sensational  th4'H'N 
claim,  the  less  true  it's  likely  to  be 
The  media,  though,  reverse  the  for 
mula.  Thus  the  University  of  Florida':)  iwn< 
Louis  Guillette  is  world  famous  fo'  kk 
asserting  that  alligator  phalluses  ir  id- 
Lake  Apopka,  Fla.  have  shrunk  as  ;l  ki 
result  of  chemical  spillage 
He  also  won  a  spot  on  th<  lith 
National  Academy  of  Sci 
ences  endocrine  disrupte 
panel.  Guillette 's  forme»j»* 
coresearcher  Timoth\  kt 
Gross  is  far  more 
restrained  in  his  interpre 
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Worried  about  endocrine  modulators?  Stay 
away  from  foods  that  probably  contain  them — 
like  soybeans,  barley,  cabbage  and  corn. 


the 


cans  and  to  make  plastics.  "We're 
being  held  hostage  by  ten  mice,"  was 
the  apt  description  of  the  situation  by 
a  BASF  executive  at  a  March  meeting 
of  an  EPA  review  panel. 

October  saw  the  release  of  a  much 
bigger  study  financed  by  U.S.  and 
European  industry  and  conducted  by 
.m  independent  laboratory  in  Michi- 
gan. Instead  of  vom  Saal's  seven  mice 
per  dose,  it  used  100.  It  also  checked 


tation  of  the  data.  He  say  pgtsi 
Guillette's  celebrated  work 
is  based  on  "weak  data,', 
because  Guillette  didn' 
know  the  age  of  the  alliga 
tors  and  thus  had  no  ide; 
if  their  organs  were  stil 
growing.  (Guillette': 
response:  Phallus  size  is  ; 
function  of  body  size,  no' 
age;  also,  he  has  confirmee 
his  early  conclusions  witf 
expanded  studies.) 

Gross  is  no  apologist  foi 
chemical  manufacturers 
"I  think  it's  very  clear  tha» 
endocrine -active  chemical: 
are  indeed  affecting 
wildlife,"  he  says — fish 
alligators  and  freshwatei 
turtles.  But  are  these  ani- 
mals "canaries  in  the  coa 
mine,"  as  environmental 
ists  put  it?  Gross  think; 
not.  These  are  generalh 
animals  exposed  to  massive 
levels  of  contaminants 
most  of  which  were  eithei 
■■■■■  banned  or  greatly  restrict 
ed  decades  ago.  They  alsc 
eat  the  same  tilings  every  day  from  the 
same  source,  rather  than  getting  tht 
varied  diets  humans  do.  Gross  doesn't 
completely  dismiss  possible  humar 
health  effects  from  synthetic  endocrine 
disrupters.  But  he  says  the  countn 
would  be  making  a  big  mistake  tc 
enact  wholesale  bans  on  suspectec 
endocrine  disrupters. 

The  Statistical  Assessment  Service; 
is  a  nonprofit  organization  in  Wash 
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Ington,  D.C.  that  exposes  the  misuse 
if  statistics,  skewering  exaggerated 
rlaims  from  both  ends  of  the  political 
bectrum.  When  the  organization 
ooked  at  news  stories  about 
mdocrine  disruption  that  involved 
opinions  attributed  to  scientists,  they 
bund  62%  of  the  scientists  saying  they 
vere  a  definite  cause  of  harm  and  an 
additional  29%  characterizing  the 
:hreat  as  suspected.  Statistical  Assess- 
ment then  compared  this 
Aith  a  survey  of  300  scien- 
ists  in  the  endocrine  dis- 
upter  field.  This  time  it 
vas  62%  who  said  the 
hreat  was  "minor"  or 
•none." 

Stephen  Safe,  a  toxicol- 
ogist  at  Texas  a&m  Uni- 
versity, is  one  who  thinks 
the  dangers  are  overblown. 
He  points  out  that  the 
total  hormonal  activity  of 
the  synthetic  modulators 
wc  receive  from  industrial 
activity  is  40  million  times 
lower  than  that  from  the 
natural  components  of 
foods  we  eat.  The  list  of 
plants  that  appear  to  con- 
tain natural  hormone 
modulators  includes  soy- 
beans, barley,  cabbage  and 
corn.  Researchers  at  King's 
College  in  the  United 
Kingdom  recently  report- 
ed that  in  test  animals,  one 
natural  estrogen  found  in 
plants  is  10  to  100  times  as 
potent  as  bisphenol  A. 
They  also  found  that  three 
different  phthalates — the 
chemicals  that  caused  the 
British  dairy  panic — pro- 
duced no  hormonal  effects 
whatsoever. 

Ironically,  the  chemical  ■■■■■ 
most  often  cited  to  show 
how  great  a  threat  endocrine  modu- 
lators are  may  be  the  best  evidence 
that  the  threat  is  overstated.  From  the 
late  1930s  to  the  early  1970s,  preg- 
nant women  at  risk  of  miscarrying 
were  prescribed  the  powerful 
endocrine  modulator  diethylstilbe- 
strol.  The  drug  didn't  protect  against 
miscarriages.  Instead,  to  the  mothers' 
horror,  it  devastated  some  of  their 
children's  reproductive  systems,  caus- 


ing a  rare  form  of  vaginal  cancer  and 
often  infertility. 

"Four  to  five  million  women  were 
dosed  with  this  stuff,"  says  Robert 
Golden,  a  Ph.D.  toxicologist  in 
Potomac,  Md.,  who  has  consulted  for 
both  the  chemical  industry  and  the 
U.S.  Army,  "so  you  have  an  experi- 
ment that  was  already  done,  and  not 
on  rodents  but  people." 

This  unfortunate  experiment  shed 


"We're  being  held  hostage  by  ten  mice," 
was  the  apt  description  of  the  situation 
by  a  BASF  executive. 


light  on  the  chemical's  effects 
because  of  a  wide  variation  in 
dosages.  Doctors  at  the  Mayo  Clinic 
in  Rochester,  Minn,  used  lower 
doses;  those  at  the  University  of 
Chicago,  high  ones.  Side  effects  were 
almost  unkown  among  the  children 
of  Mayo  patients. 

•  Nonetheless,  even  the  doses  rec- 
ommended at  the  Mayo  Clinic  were 
massively  higher  than  the  exposure 


people  get  from  environmental  con- 
taminants. Extrapolate  from  the 
diethylstilbestrol  record,  Golden  says, 
and  you  can  conclude  that  one 
endocrine  modulator  environmental- 
ists most  love  to  hate,  the  pesticide 
DDT,  would  cause  no  endocrine  effect 
in  a  fetus  exposed  to  more  than  a 
pound  of  DDT  over  the  course  of  a 
pregnancy. 

The  National  Academy  of  Sciences 
report  is  due  to  be  released 
soon.  Panel  members  can't 
reveal  its  contents,  but  sev- 
eral hint  strongly  it  will 
conclude  that  endocrine 
disrupter  fears  are 
overblown.  Alas,  such  a 
conclusion  coming  from 
even  this  august  body 
won't  necessarily  stop  the 
momentum  in  favor  of 
extensive  testing.  Step  one 
will  be  a  screen  using  test 
tube  and  petri  dish  results. 
It  is  designed  to  be  overly 
sensitive,  so  there'll  be  lots 
of  false  positives. 

Says  Sandra  Tirey,  assis- 
tant vice  president  for 
regulatory  affairs  at  the 
Chemical  Manufacturers' 
Association  in  Arlington, 
Va.:  "I  could  see  a  com- 
pany going  through  the 
first  round  of  testing  and 
having  positive  results  and 
deciding  to  stop  develop- 
ing, making  or  selling  the 
chemical  because  the 
costs  of  the  subsequent 
tests"  are  greater  than  the 
profit  from  the  chemical. 
Don't  forget  legal  costs. 
The  electric  power  indus- 
try spent  a  lot  of  money 
defending  itself  from  suits 
■■■■■  claiming  that  power  lines 
cause  cancer. 
It  is  likely  that  the  public's  fears 
about  endocrine  disrupters  will  subside 
someday,  as  they  have  subsided  over 
power  lines.  But  they  will  probably 
have  occasioned  a  fair  amount  of  eco- 
nomic disruption  in  the  meantime.  ■■ 

Michael  Fumento's  latest  book  is 
The  Fat  of  the  Land:  Our  Health  Crisis 
and  How  Overweight  Americans  Can 
Help  Themselves. 
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Liraiiri  giving  mmmm 

Christel  DeHaan  made  a  fortune  selling  resort  time-shares.  She's  spending 
that  money  making  life  a  little  better  for  orphans  in  developing  countries. 

Kids  yearning  for  love 


By  Carleen  Hawn 

Christel  DeHaan,  perfectly  coiffed 
as  always,  stepped  out  of  her 
Chevrolet  Suburban  to  visit  the  Casa 
Hogar  San  Francisco  orphanage  in 
Texcoco,  two  hours  outside  Mexico 
City.  DeHaan  had  long  worked  on 
behalf  of  underprivileged  children, 
but  what  she  saw  that  crisp  January 
day  in  1998  shocked  her. 

"The  orphanage  had  no  generator 
and  no  clean  water,"  DeHaan 
recalls.  "The  school  bus  was  broken 
down  in  the  yard,  so  the  children 
had  to  walk  10  kilometers  each  day 
to  school."  Later  she  visited  the  San 
Vicente  orphanage  in  Mexico  City. 
In  the  four-story  cinder-block  house 
80  children,  ranging  from  newborns 
to  teenage  girls,  slept  in  four  bed- 
rooms head-to-toe.  Sometimes  there 
wasn't  enough  food  to  give  them 
three  meals  a  day. 

Riding  back  to  her  posh  Mexico 
City  hotel,  she  decided  to  dedicate 
herself  to  supporting  orphanages  in 
developing  countries.  But  not  with 
money  alone.  She  is  creating 
"resource  centers,"  where  orphanage 
directors  will  go  to  learn  how  to 
raise  money,  keep  books,  learn  man- 
agement techniques.  For  the  chil- 
dren the  centers  would  provide  pre- 
ventative medical  care,  educational 
support  and  adoption  services — all 
carefully  monitored. 

DeHaan  made  her  money  in  the 
time-share  business.  She  sold  Resort 
Condominiums  International  (RCl), 
for  $825  million  in  1996  to  a  divi- 
sion of  hfs  Inc.  and  pocketed  $550 
million  in  cash.  Instead  of  retiring  to 
live  in  luxury,  she  determined  to 
spend  her  energy  and  her  money  on 
helping  others.  With  those  orphans 
she  found  her  calling. 

Businesswoman  that  she  is, 
DeHaan  applied  her  former  RCl  busi- 
ness model  to  her  new  life.  "RCl  was 
a  service  company,"  she  says.  "We 
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never  built  resorts  or  sold  them." 
That's  her  plan  for  Christel  Houses. 
It  won't  run  orphanages,  but  help 
established  ones  do  a  better  job. 

The    Christel    DeHaan    Family 
Foundation    has    a    $60    million 


endowment.  Over  the  past  two  years 
DeHaan  has  distributed  $20  millior 
in  personal  and  foundation  funds  to. 
among  others,  child  welfare  pro-! 
grams  in  the  U.S.,  museums  and  the 
University  of  Indianapolis;  $2.5  mil-l 


lion  has  gone  to  Christel  House, 
whose  Mexico  City  resource  center 
will  begin  operating  in  January. 
Additional  Christel  Houses  will  open 
in  South  Africa  and  Brazil  next  vear. 
By  2000  DeHaan  hopes  to  have  a 
Christel  House  in  India. 

DeHaan  plans  to  spend  up  to  $1 
million  a  year  on  operating  expenses 
for  each  Christel  House.  She  lexer- 
ages  this  money  by  soliciting  corpo- 
rate donations  of  goods  and  services: 
computers,  medical  supplies,  clothes 

'  and    books    from    such    outfits   as 
Microsoft,  Marsh  Supermarkets  and 

•  RCI  itself. 

There's    nothing    fuzzy-minded 


DeHaan  wants  to  give 
orphans  life  skills  and  job 
training  so  they  can  survive 
in  the  world.  Before,  says 
orphanage  head  Mother 
Ines;  "Only  God  could 
protect  them." 


about  the  way  she  approaches  the 
problems  of  the  orphanages.  De- 
Haan wants  to  ensure  that  her 
program  produces  real  and  perma- 
nent change.  The  progress  of  every 
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Christel  House  child — in  nutrition, 
school  performance  or  social  skills — 
will  be  closely  tracked  and  recorded. 
The  centers  will  encourage  the 
orphanage  directors  to  prepare 
the  kids  for  either  a  vocational  or 
professional  career.  Christel  House 
will  offer  scholarships  to  those  capa- 
ble of  college,  and  pay  for  job  train- 
ing and  help  with  work  placement 
for  others. 

DeHaan  knows  something  about 
what  it's  like  to  be  a  child  without 
parental  support.  Born  in  Nordlin- 
gen,  Germany  in  1942,  she  was  left 
fatherless  when  her  father,  a  German 
soldier,  died  in  the  war.  She  left 
home  at  age  16  to  become  a  nanny 
in  the  U.K.  Four  years  later  she 
immigrated  to  the  U.S.  and  eventu- 
ally settled  in  Indiana. 

In  1973  she  married  Jon  DeHaan, 
founder  of  RCI.  She  took  over  daily 
management  after  he  suffered  a  heart 
attack  in  1979.  When  Jon  sued  her 
for  divorce  in  1987,  the  court  award- 
ed her  half  the  company,  and  in  1989 
she  bought  out  her  ex-husband  for 
$67.5  million.  Six  years  later  she  sold 
RCI  for  ten  times  that  amount. 

DeHaan  recently  guided  a  Forbes 
reporter  through  the  18,000-square- 
foot  office  building  in  Mexico  City 
that  is  being  renovated  as  the  first 
Christel  House. 

Our  tour  ends  at  one  of  two 
residences  DeHaan  purchased  to 
alleviate  overcrowding  at  the  San 
Vicente  orphanage.  There  the  young 
women  surprise  DeHaan  with 
homemade  Mexican  cookies  and  a 
round  of  "Happy  Birthday" — it  was 
her  57th  birthday. 

As  she  leaves,  waiting  for  her 
under  the  carport  is  a  slight  17-year- 
old.  Abandoned  by  her  prostitute 
mother  at  birth,  Carmela  has  lived 
her  entire  life  with  Madre  S.G.  Ines, 
head  of  the  San  Vicente  orphanage. 

DeHaan  embraces  the  girl,  strokes 
her  hair  and  kisses  her  face.  The 
girl  clings  to  DeHaan,  unwilling 
to  let  her  leave.  "That's  what  it's 
all  about,"  DeHaan  later  says. 
"These  kids,  they  are  just  yearning 
for  love."  m 


Christel  DeHaan's  new  mission 

More  than  just  food,  glorious  food. 
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Moscow  Mayor 
Yuri  Luzhkov 
Instead  of  bust- 
ing the  mafia, 
he  taxes  it. 


Who  will 
be  the  next 
ruler  of  Russia? 


The  slick  city  boss, 
or  the  rough-edged 


By  Paul  Klebnikov 


The  parking  lot  of  the  fancy  tennis 
club  is  cluttered  with  $150,000  Mer- 
cedes sedans,  each  of  which  costs  more 
than  the  average  Russian  could  hope 
to  earn  in  a  lifetime.  Thuggish-looking 
bodyguards  swarm  in  the  darkness. 
Inside,  the  playing  courts  are  empty, 
but  several  dozen  important  men  chat 
nervously  among  themselves.  They  are 
an  eclectic  mix:  trade  union  bosses, 
bankers,  pols,  government  ministers, 
ethnic  chieftains. 

Then  he  comes. 

Yuri  Luzhkov,  mayor  of  Moscow, 
strides  into  the  club,  trailed  by  guards 
and  a  small  army  of  hangers-on.  He  is 


more  than  mayor — he  is  the  city's  vir- 
tually unchallenged  dictator. 

A  stocky,  pugnacious  62-year-old, 
Luzhkov  is  in  tennis  gear,  a  purple  ban- 
danna around  his  head.  It  is  his  birth- 
day— but  this  is  theater  more  than  a 
birthday  party.  The  boss  is  here  to  show 
the  troops  how  vigorous  he  is.  Against 
a  pair  of  former  tennis  champs  Luzhkov 
plays  a  fierce  game.  The  attending 
courtiers  cheer  his  every  shot. 

No  surprise:  Luzhkov  wins. 

After  the  match,  Luzhkov  emerges 
from  the  shower  room  dressed  in  an 
immaculately  tailored  suit.  Sycophants 
thrust  bouquets  and  gifts  at  him.  Rich 


bankers  sidle  up  to  mutter  their 
respects,  and  thrust  on  his  attendants 
shopping  bags  from  fancy  French  bou- 
tiques. "Do  not  forget  us,  your  loyal 
friends,"  one  of  them  implores. 

Russia's  next  presidential  elections 
are  scheduled  for  the  summer  of  2000. 
but  Boris  Yeltsin,  far  gone  to  booze 
and  ill  health,  may  not  last  out  the  rest  | 
of  his  term — in  which  case  elections 
must  be  held  within  six  months.  The 
tennis  club  courtiers  are  kowtowing  to  j- 
the  man  they  expect  will  be  the  next 
president  of  Russia,  perhaps  more  than 
president — czar,  almost. 

Russia  has  dismantled  communism 

Forbes  ■  November  16,  19981 


wpulist  general? 


but  has  not  erected  anything  lasting  in 
its  place.  Yeltsin  is  a  pitiful,  weak  figure, 
i  incapable  of  bringing  order  out  of 
chaos.  This  stocky  Moscow  politician, 
Luzhkov,  could  be  the  man  on  horse- 
back many  Russians  pray  for. 

But  Luzhkov  is  not  every  Russian's 
candidate.  Standing  between  him  and 
power  is  General  Alexander  Lebed 
(Forbes,  Jan.  12),  a  popular  and  pop- 
ulist figure  who  currently  serves  as 
elected  governor  of  Siberia's  giant 
Krasnoyarsk  region. 

From  his  modest  Moscow  sur- 
roundings you  wouldn't  realize  that 
Lebed  is  a  powerful  rival  to  Luzhkov. 
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To  interview  Lebed,  Forbes  went  one 
evening  to  a  large,  rather  nondescript 
building  across  from  Moscow's  famous 
Tretyakov  Gallery.  The  Lebed  cam- 
paign leases  several  rooms  on  the 
second  floor.  No  fancy  meeting  rooms 
here — just  cheap  linoleum  and  fluores- 
cent lighting.  The  offices  are  empty 
except  for  a  disheveled  security  guard. 
"Please  wait  here,"  he  says.  "The  gen- 
eral will  be  arriving  shortly." 

We  wait.  Suddenly  in  the  darkened 
windows,  there  is  the  sound  of  power- 
ful motors.  A  black  Volvo  pulls  up,  fol- 
lowed briskly  by  a  black  Chevy  Subur- 
ban. Inside  the  Volvo,  General  Lebed 


sits  grimly  in  the  darkness.  He  is  in  a 
bad  mood.  A  week  ago  he  was  passed 
over  for  the  post  of  prime  minister,  and 
his  only  power  base  is  a  remote  and 
frigid  Siberian  province. 

Early  in  the  interview  he  complains 
about  his  rival's  high-handedness. 
"Luzlikov  is  trying  to  evict  us,"  growls 
Lebed  in  his  rumbling,  low-pitched 
voice.  "The  building  has  been  declared 
an  architectural  monument  and  we've 
been  told  we  have  to  go." 

In  person,  Lebed  is  much  more 
impressive  than  his  surroundings. 
"Russia  has  long  been  sick  with  symp- 
toms of  a  dinosaur — a  huge  body  and 
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tiny  head,"  he  begins  in  a  slap  at  dom- 
ination of  the  country  by  Moscow,  his 
chief  rival's  base.  "By  the  time  a  signal 
from  the  head  passes  through  the  body 
and  reaches  the  tail,  it  is  already  time 
to  turn  in  the  other  direction." 

Lebed  says  that  Moscow  ruled  in  the 
past  by  controlling  patronage.  "The 
political  system  has  always  been  based 
on  one  principle:  the  distribution  of 
favors,"  he  told  Forbes  earlier  this  year. 
"But  there  are  very  few  favors  left  to 
give.  The  different  regions  of  Russia 
are  spinning  off  from  the  center." 

In  almost  every  way,  these  powerful 
rivals  are  a  study  in  contrasts. 

Lebed  is  a  soldier  and  a  hero  to  a 
certain  segment  of  the  Russian  popu- 
lation. A  paratroop  general,  he  partic- 
ipated in  some  of  the  biggest  battles  of 
the  Soviet  Union's  war  in  Afghanistan. 
He  later  led  his  paratroops  in  bloody 
suppressions  of  ethnic 
uprisings  in  the 
U.S.S.R.'s  southern 
republics. 

But  Lebed  earned  his 
democratic  credentials  in 
1991,  when  he  saved  the 
Gorbachev  regime  from 
a  coup  by  Communist 
hard-liners.  His  para- 
troopers were  ordered  to 
Moscow  to  help  over- 
throw Gorbachev,  but 
Lebed  switched  sides  and 
joined  Boris  Yeltsin  in 
support  of  the  reformers. 

Running  as  an  inde- 
pendent in  1996,  Lebed 
won  a  surprising  1 5%  of 
the  vote,  and  in  the 
second  round  threw  his 
support  behind  Yeltsin 
against  the  Communist 
candidate.  A  grateful 
Yeltsin  appointed  the  gen- 
eral his  chief  of  national 
security.  Lebed  distin- 
guished himself  by  nego- 
tiating an  end  to  the  dis- 
astrous war  in  Chechnya. 

Four  months  after  he 
was  appointed,  Lebed  was 
fired.  The  blunt  soldier 
refused  to  hold  his 
tongue  about  the  rape  of 
the  nation's  assets  by  die 
kleptocrats  surrounding 
Yeltsin.  Lebed  is  no  diplo- 
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mat.  He  chose  exile  to  compromise. 

Luzhkov  would  be  unlikely  to  make 
that  stark,  either/or  choice.  He  is  a 
consummate  politician.  Under  his 
iron-fisted  rule  Moscow  has  become 
an  oasis  of  prosperity  in  a  ravaged 
nation.  In  1996  Luzhkov  was  reelect- 
ed mayor  with  90%  of  the  vote- 
Whereas  Lebed  clashed  with  the  klep-' 
tocrats,  Luzhkov  coexists  with  them  in 
the  Russian  capital,  but  makes  them 
cough  up  big  money  in  return.  You 
could  say  that  Luzhkov  not  only  rules 
Moscow — he  owns  it  as  well. 

Here,  privatization  proceeds  accord- 
ing to  his  rules,  not  those  of  the  Yeltsin 
government.  You  want  government 
property  here,  you  pay  real  money  for 
it.  And  Luzhkov  decides  how  the 
money  should  be  spent. 

Several  days  after  the  birthday  on  the 
tennis    courts,    FORBES    met    with 


Luzhkov  in  the  mayor's  opulent  office. 
He  explained  why  the  city  government 
has  retained  so  much  economic  control: 

"We  say  that  privatization  is  neces- 
sary to  create  new  owners  who  will 
manage  the  factories  better  than  the 
old,  but  that  is  possible  only  if  the  fac- 
tories are  sold  for  real  money,  so  the 
new  owner  has  to  work  to  make  a 
return  on  his  investment." 

As  communism  collapsed,  Luzhkov 
simply  grabbed  many  of  the  best 
Moscow  enterprises  and  properties  for 
the  city  government.  He  has  assem 
bled  a  great  business  empire  with  more 
than  half  the  working  population  of 
Moscow  directly — or  indirectly — on 
the  municipal  payroll. 

The  City  of  Moscow  owns  and 
operates  two  big  auto  plants,  an  oil 
company,  several  big  construction 
firms,  part  of  the  local  phone  and  elec- 
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Bottom  fishing  in  Moscow 


The  table  shows  Russia's  ten  largest  publicly  owned  companies,  ranked 
by  market  capitalization.  In  just  over  a  year  these  blue  chips  have  on 
average  lost  over  80%  of  their  market  value.  To  shed  that  much  value  the 
Dow  Jones  industrials  would  have  to  drop  below  2000. 

You  don't  have  to  be  enthusiastic  about  either  of  Russia's  presidential 
hopefuls  to  believe  that  things  can  only  get  better  after  the  election.  Par 
Mellstrom  is  a  market  strategist  in  Moscow-based  Brunswick  Warburg. 
He  doesn't  think  Russia's  economic  crisis  is  over,  but  he's  upbeat  on  the 
prospects  of  these  ten  blue  chips;  he  especially  likes  oil  giant  Lukoil  and 
mobile-telephone-service  provider  Vimpelcom. 

Vimpelcom,  the  cell  phone  outfit,  was  established  in  1994  with  the 
help  of  Western  consultants.  A  market  leader,  it  can  charge  what  it  wants 
for  its  service.  No  accounts  receivable  problem  here.  When  customers 
don't  pay  their  bills  on  time,  Vimpelcom  switches  off  their  service. 

Lukoil,  says  Mellstrom,  is  exploring  promising  new  oilfields  in  the 
Caspian  region  and  northwestern  Russia,  and  investing  in  upgrading 
its  pipelines,  drilling  platforms  and  other  equipment.  Like  other 
blue  chips  on  this  list,  it  is  also  cleaning  up  its  accounting  policies 
(Forbes,  Jan.  22,  1996).  -Heidi  Brown 


Deep  discounts 

Company 


— Oct.  21. 1998 — 
price     market  cap 
(Smil) 


— Oct.  6. 1997 — 

price    market  cap 

($mil) 


12-month 
change 


Earnings 

($mil) 


Lukoil 

$4.57 

$3,416 

$28.40 

$21,180 

-84% 

$538 

Surgutneftegaz 

0.05 

1,641 

0.30 

8,814 

-81 

667 

Unified  Energy  Systems  (UES) 

0.03 

1,475 

0.50 

19,594 

-92 

3,211 

Gazprom 

0.06 

1,444 

1.30 

31,723 

-95 

2,174 

Rostelekom 

0.74 

691 

4.70 

4,361 

-84 

63 

Mosenergo 

0.03 

678 

0.20 

4,662 

-85 

471 

Novolipetsk  Metallurgical  Plant 

60.50 

362 

80.00 

479 

-24 

85 

Vimpelcom 

11.50 

296 

56.00 

1,737 

-79 

61 

Tatneft 

0.11 

268 

1.90 

4,391 

-94 

297 

Irkutskenergo 

0.05 

229 

0.40 

1,699 

-37 

85 

Source:  Brunswick  Warburg  Moscow. 


Forbes  ■  November  16,  1998 


trie  utilities,  a  TV  network,  two  fast 
food  chains  ( including  part  of  the  local 
McDonald's),  dozens  of  food  process- 
ing plants,  several  big  hotels,  and  hun- 
dreds of  shops  and  restaurants. 

Real  capitalism  this  may  not  be,  but 
it  keeps  Moscow  solvent  while  the  rest 
of  the  country  is  bankrupt.  The  city 
gets  more  than  SI  billion  annually 
from  renting  or  selling  its  properties; 
its  rental  revenues  alone  are  14  times 
greater  than  the  rents  the  Russian  gov- 
ernment gets  from  its  holdings  all  over 
the  countrv. 

If  Luzhkov  becomes  president, 
expect  some  renationalization  of 
recently  privatized  businesses.  He 
.favors,  for  example,  renationaiizing  the 
vodka  monopoly  privatized  early  in  the 
Yeltsin  era.  Profits  from  the  sale  of 
vodka  accounted  for  23%  of  govern- 
ment revenues  in  Soviet  days  and  once 


again  could  be  a  pillar  of  state  finance. 

Luzhkov  says  he  doesn't  believe  in 
price  controls,  but  favors  a  highly  inter- 
ventionist government  policy  to  spur 
Russia's  industrial  revival.  He  wants  to 
use  the  government's  position  as 
monopoly  supplier  of  electricity,  gas 
and  rail  transport  to  run  those  busi- 
nesses— at  a  loss,  if  necessary — in  order 
to  bring  down  the  basic  costs  of  living 
and  doing  business.  No  free  trader,  he 
advocates  tariffs  to  protect  inefficient 
Russian  industries. 

And  he  has  a  sophisticated  under- 
standing of  finance.  Consider  his  sug- 
gestion for  dealing  with  the  debt 
default  that  has  left  foreigners  with 
S12  billion  of  worthless  Russian  T- 
bills.  Luzhkov  suggests  renationaiiz- 
ing oil  and  metals  companies  that 
were  sold  for  a  song  and  offering 
shares  in  them  to  the  foreign  banks  in 


a  debt-for-equity  swap. 

You  can  see  why  the  bankers  and 
oligarchs  kowtow  to  this  man.  He 
understands  their  game.  He  cites  the 
chemicals  institute  where  he  began  his 
career:  The  institute,  which  employed 
scores  of  skilled  technicians,  was  auc- 
tioned off  for  just  $200,000.  "The 
new  owner,"  recalls  Luzhkov,  "simply 
fired  everybody  and  is  renting  out  the 
premises  for  $500,000  a  year." 

Luzhkov's  election  could  be  bad 
news  for  the  plutocrats  who  virtually 
stole  the  best  assets  of  the  old  Com- 
munist government.  You  can  bet  that 
he  would — as  he  has  in  Moscow — 
make  them  cough  up  taxes  and 
become  at  least  somewhat  accountable 
for  the  way  they  run  their  business. 
But  Luzhkov  is  a  pragmatist.  As  he  put 
it  to  Forbes:  "We  have  to  have  a  flex- 
ible policy.  If  an  enterprise  is  working 
well  and  improving  itself, 
don't  touch  it.  Forget  about 
how  the  new  owner  obtained 
it." 

What  about  General 
Lebed  and  the  kleptos? 
While  he  has  been  scathing 
about  the  way  a  handful  of 
people  have  plundered  the 
country,  he  may  end  up  in 
bed  with  some  of  the  klepto- 
crats.  To  run  for  president, 
Lebed  needs  lots  of  money 
and  media  coverage.  Only 
the  kleptocrats  can  supply 
him  with  what  he  needs. 
And  they  may  figure  tiiat  his 
relative  ignorance  of  eco- 
nomics will  make  him  more 
pliable  than  the  sophisticated 
Luzhkov. 

One  oligarch  who  has 
placed  his  bets  on  General 
Lebed  is  the  notorious  Boris 
Berezovsky,  the  billionaire 
car  dealer  turned  oil-and-TV 
magnate  who  once  sued 
Forbes  for  writing  about  his 
activities.  Lebed  is  uncom- 
fortable with  the  associa- 
tion— but  does  not  deny  it. 
"Berezovsky  didn't  give  a 
single  ruble  to  my  cam- 
Gilding  Luzhkov's  cathedral 
Even  the  shadiest  businesses 
felt  obliged  to  contribute. 
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paign,"  Lebeci  says  scornfully.  "He 
only  declared  his  support." 

But  when  was  the  last  time  you  met 
Berezovsky?  "Today,"  Lebed  admits. 
"We  discussed  die  shipment  of  oil  into 
Krasnoyarsk.  Sibncft  [a  Berezovsky 
company]  is  the  main  supplier." 

"Lebed  and  Berezovsky  are  travel- 
ling in  the  same  railroad  car,  but  they 
are  getting  off  at  different  stops,"  quips 
Alexander  Treshchov,  a  former  military 
attorney  who  now  serves  as  Lebed's 
unofficial  ambassador  to  the  U.S. 

Treshchov's  qualification  might  be 
persuasive  but  for  this:  Lebed  has  pub- 
licly declared  he  would  not  crack  down 
on  Berezovsky  and  his  fellow  klepto- 
crats.  "We  need  to  declare  an  amnesty 
on  all  flight  capital,"  Lebed  says.  "To 
redivide  property  today  would  mean 
unleashing  civil  war." 

The  bottom  line  probably  is  this: 
No  matter  which  man  wins  the  presi- 
dency of  Russia,  compromise  with  the 


kleptocrats  is  inevitable.  Unjust  though 
it  may  seem,  their  money  and  control 
of  the  media  makes  them  hard  to  dis- 
lodge. Nevertheless,  the  next  president 
is  not  going  to  let  them  get  away  with 
murder — literally  in  some  cases — the 
way  Yeltsin  has. 

It  is  easier  to  see  how  Luzhkov 
would  run  the  country  than  how 
Lebed  would.  You  need  only  observe 
how  Luzhkov  rules  Moscow. 

A  product  of  the  old  Soviet  bureau- 
cracy, Luzhkov  was  a  chemicals  indus- 
try manager  in  1987  when  he  was 
tapped  by  Boris  Yeltsin — then 
Moscow's  Communist  party  boss — to 
keep  the  city  supplied  with  fruit  and 
vegetables. 

Produce  warehouses  were  prime 
breeding  grounds  for  black-market  for- 
tunes. A  shipment  of  apples  or  melons 
would  arrive  from  the  provinces  in  fine 
condition.  But  crooked  bureaucrats 
would  declare  half  the  produce  spoiled. 


They  would  sell  the  "spoiled"  good: 
to  a  private  trader  who  would  then  sel 
them  to  retailers  at  full  price.  This  wa: 
typical  of  the  cynical  relationship 
between  corrupt  bureaucrats  anc^  > 
Unscrupulous  businesspeople  that  has 
reduced  Russia  to  its  present  low  state 

Luzhkov  didn't  so  much  end  the 
corruption  as  manage  it.  He  built  new;     a 
warehouses  for  the  produce  and  saw  tc?    i 
it  that  the  shops  were  well  stocked,  bu>  it 
he  didn't  ask  too  many  question: 
about  how  the  goods  got  there. 

In  the  late  1980s  Luzhkov  wa: 
placed  in  charge  of  developing 
Moscow's  new  network  of  coopera 
tives,  joint  ventures  and  other  smal 
private  businesses.  That  gave  him  ar 
opportunity  to  build  the  city  govern 
ment,  officially  and  unofficially,  into 
lucrative  business  conglomerate  whosd 
profits  and  resources  he  could  tap.  Lik< 
an  old-line  U.S.  political  boss  (anc 
rather  unlike  the  new  financial  bosse 
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Hizzoner  meets  the  foreign  banker s 


By  Richard  C.  Morais 

You  would  have  thought  all  those  Western  business- 
men could  vote  in  Russia,  the  way  Yuri  Luzhkov  was 
strutting  before  them.  The  Moscow  mayor  and  Russian 
presidential  hopeful  looked  quite  imperial  when  he 
strode  into  a  London  hotel  conference  room  with  his 
entourage  late  last  month. 

Guess  who  was  a  sponsor  of  the  conference  entitled 
Moscow  invest  '98?  It  was  L.M.  Ericsson,  the  Swedish 
telecommunications  supplier.  No  need  to  point  out,  is 
there,  that  Ericsson  has  high  hopes  of  selling  equip- 
ment to  improve  Moscow's  phone  system? 

Luzhkov  embodied  all  that  was  capitalist.  Why  had 
foreign  bankers  been  beaten  up  when  Russia's  govern- 
ment defaulted  on  its  obligations?  That's  because  they 
dealt  with  the  central  government  rather  than  with 
Yuri  Luzhkov.  "I  have  been  wondering  about  our 
Western  partners  who  bought  gkos  [Russian  debt]  en 
masse,  like  they  were  going  out  of  fashion.  Did  they 
not  understand  that  this  was  a  pyramid?  Did  they  have 
no  inkling  of  suspicion  that  diis  money  would  not  be 
coming  back  to  them?" 

Moscow  city  government,  by  contrast,  was  a  picture 
of  virtue — and  so,  he  implied,  would  all  of  Russia  be 
with  Luzhkov  at  the  helm:  "I  can  tell  you  with  a  great 
degree  of  certainty  that  I  am  one  of  the  most  active 
supporters  of  market  principles  in  the  economy." 

It  kept  getting  better:  "We  follow  and  monitor 
every  company  very  closely,  and  we  make  sure  that  not 
a  single  company  that  works  within  the  [Moscow]  city 
system,  that  not  a  single  company  can  lose  i  :s  money, 
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or  go  bankrupt  or  incur  losses." 

Luzhkov  notwithstanding,  most  of  the  foreign  busi- 
nesspeople were  pretty  downbeat  about  Russia.  But  Sir 
Rodric  Braithwaite,  the  U.KVs  former  ambassador  to 
Russia  and  a  Deutsche  Bank  adviser,  struck  a  hopeful 
note.  New  orders,  he  said,  can't  be  expected  to  emerge 
overnight  and  without  turmoil.  He  reminded  listeners 
tiiat  the  American  Revolution  took  place  in  1776  and  yet 
a  civil  war  was  needed  85  years  later  to  resolve  details  of 
the  Constitution.  "Revolutions  take  a  long  time  to  work 
their  way  through,"  he  said.  "Russia  is  embarked  on  a 
very  bumpy  but  nonetheless  forward-moving  journey." 

Thinking  no  one  was  watching,  a  Russian  delegate 
dumped  a  dozen  of  the  complimentary  chocolate 
bars  into  her  purse  and  scuttled  off.  I  guess  she 
needed  something  to  munch  on  during  that  long 
and  bumpy  journey.  ■■ 
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H  Russia  i,  he  saw  to  it  that  a  good 
>->art  of  the  loot  would  be  spent  to  ben- 
efit the  city  and  its  citizens.  Under  his 
regime  public  works  have  flourished 
nnd  Moscow  is  a  prosperous  place, 
compared  with  die  rest  of  the  country. 
I  Luzhkov  went  out  of  his  way  to 
bring  in  foreign  capital.  Under  him, 
the  city  has  attracted  S12  billion  in 
direct  investment  and  credits,  the  lion's 
share  of  all  such  funds  invested  in 
'Russia.  The  city  is  home  to  some 
5.000  foreign  companies  and  joint 
bentures. 

Luzhko\  likes  to  refer  to  himself  as 


pany  $1.5  million.  Seio  turned  to 
Luzhkov.  The  mayor  saw  to  it  that  the 
fine  was  revoked.  When  you  get  pro- 
tection from  Luzhkov,  Inc.  you  get 
genuine  protection. 

At  a  time  when  the  Russian  govern- 
ment and  Russian  banks  are  defaulting 
on  debts,  Moscow  is  current  with  its 
payments  to  foreign  lenders. 

What's  the  secret  of  Luzhkov's  suc- 
cess? Simply  understanding  the  brute 
fact  that  possession  is  nine-tenths  of 
the  law.  He  has  managed  to  grab  some 
of  Russia's  best  real  estate  and  most 
lucrative  sources  of  tax  revenue. 


a  khozifiistvenik  (business  manager). 
He  is  visibly  at  ease  discussing  business 
plans  and  financial  Hows.  Unlike  most 
Russian  managers,  he  has  a  good  head 
for  facts  and  figures.  Even  more 
unusual  for  a  Russian,  he  neither 
smokes  nor  drinks. 

To  attract  foreign  money  Luzhkov 
gives  it  protection  against  the  fre- 
quently capricious  actions  of  the 
bureaucracy.  Five  years  ago  Japanese 
trading  company  Seio  Corp.  spent  $30 
million  to  build  a  modern  office  build- 
ing on  the  Moscow  River.  This 
summer  Russian  tax  authorities  decid- 
ed that  Seio  had  violated  some  obscure 
currency  regulations  in  repatriating 
some  of  its  profits  and  fined  the  corn- 


Most  of  the  biggest  Russian  compa- 
nies pay  their  taxes  in  Moscow — and 
most  of  the  money  never  leaves  the 
city.  Consider  Gazprom,  the  gigantic 
natural  gas  utility.  It  pumps  its  gas 
from  Western  Siberia,  pipes  it  across 
die  length  of  European  Russia  and  sells 
it  in  Germany,  Italy  and  France. 
Gazprom  pays  its  taxes  in  Moscow  and 
there  most  of  the  money  stays. 

It  is  as  though  all  the  money  raised 
by  New  York  City's  investment  bankers 
stayed  on  the  island  of  Manhattan 
rather  than  being  spread  out  across  the 
50  states.  Or  as  if  the  city  of  Washing- 
ton kept  most  of  the  tax  revenues 
raised  by  the  federal  government. 

Like    a    Tammany    boss    of  old, 


Luzhkov  can  claim  credit  for  making 
his  town  prosperous.  He  can't  make 
any  claim  on  behalf  of  law  and  order, 
however.  Moscow  seems  like  a  cross 
between  Las  Vegas  and  Dodge  City — 
prostitutes,  garish  advertising,  casinos, 
shoot-outs  on  the  streets.  The  Russian 
police  estimated  several  years  ago  that 
half  the  Russian  banks  were  linked  to 
organized  crime. 

Instead  of  busting  the  mafia, 
Luzhkov  taxes  it.  The  mobsters  made 
their  money  in  the  informal  economy? 
Well,  let  them  pay  taxes  informally, 
too.  Luzhkov  has  managed  to  tap  even 
the  shadiest  Russian  businesses  for 
hundreds  of  millions  of  dollars  to 
finance  his  civic  projects. 

One  of  the  most  visible  is  the  Cathe- 
dral of  Christ  the  Savior,  blown  up  by 
Stalin  in  1931.  Luzhkov  has  restored  it 
as  an  immense  edifice,  on  top  of  a 
sprawling  new  underground  office 
complex.  The  construction  process 
itself  was  inspiring  to  a  demoralized 
Russia:  The  men  could  be  seen  work- 
ing three  shifts  a  day,  six  or  seven  days 
a  week.  It  may  end  up  costing  as  much 
as  $1  billion. 

The  financing  of  the  cathedral  is 
interesting.  Half  of  the  funds  were 
"contributed"  by  big  business;  almost 
all  of  Russia's  200  largest  banks  felt 
obliged  to  kick  in.  Another  chunk 
came  from  Moscow's  retailers,  restau- 
rants and  casinos,  as 
Western  soup  well  as  local  construc- 
kitchen  in  Russia     tion  companies 

A  ravaged  donating  free  labor 

nation  waits.  and  materials.  A 
^^^M  quarter  of  the  funds 

($80  million,  accord- 
ing to  the  low  official  estimates)  have 
come  from  "nonbudget  revenues." 

Nonbudget  revenues?  Forbes  asked 
a  Moscow  official  what  that  meant.  He 
volunteered  to  explain,  provided  we  let 
him  remain  anonymous.  "Take  the 
rental  revenues  of  a  Moscow-owned 
office  building,"  he  says.  "The  official 
revenues  noted  down  in  the  govern- 
ment budget  are  $50/square  foot,  but 
the  actual  revenues  are  $90/square 
foot.  That  difference — $40/square 
foot — is  a  'nonbudget  revenue,'  which 
is  then  directed  to  the  Cathedral." 

Muscovites  are  well-off  by  Russian 
standards.  Most  have  bought  them- 
selves new  refrigerators,  TVs,  perhaps 
even  a  secondhand  European  car.  With 
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his  mixed  capitalist/Tammany 
Hall/socialist  economy,  Luzhkov  has 
kept  housing  and  energy  prices  low. 

Luzhkov  runs  Moscow  on  a  two- 
tier  basis.  Apart  from  the  $8  billion 
official  budget,  there  is  an  "unofficial" 
budget,  where  revenues  from  city- 
owned  businesses  and  buildings  get 
directed  to  construction  of  new  apart- 
ment blocks,  schools,  shopping  malls, 
stadiums  and  roads.  Moscow  officials 
put  the  size  of  this  budget  at  about  $4 
billion.  Most  people  think  it's  a  lot 
bigger  than  that. 

Luzhkov's  most  ambitious  project  is 
Moscow's  new  financial  district, 
known  as  Siti  (as  in  "the  Siti  of 
London").  The  280-acre  project  is 
expected  to  cost  $8  billion  and  be 
crowned  by  the  115-floor  Russia 
Tower,  designed  by  Chicago  architects 
Skidmore,  Owings  &  Merrill.  The  Siti 
will  take  10  to  30  years  to  complete. 

Luzhkov  can  campaign  for  president 
as  the  guy  who  gets  things  done. 

How  will  that  play  in  the  rest  of  the 
country?  Perhaps  not  well.  "In  Soviet 
times,"  General  Lebed  says,  "the  city 
streets  were  lined  with  tall   green 


fences.  From  the  outside  everything 
looked  neat,  but  behind  the  fences  was 
all  the  squalor.  Today  Moscow  is  such 
a  green  fence." 

The  people  on  the  good  side  of  the 
green  fence  will  obviously  vote  for 
Luzhkov.  How  about  the  people  on  the 


other  side?  Says  Lebed:  "On  the  one 
hand,  there's  the  whole  political  appa- 
ratus, big  business,  mass  media  and  that 
megalopolis,  Moscow.  On  the  other 
hand,  there  is  all  the  rest  of  Russia." 
■  "Luzhkov  is  a  good  city  manager, 
but  he  does  not  have  clout  in  the 
provinces,"  agrees  Rem  Vyakhirev, 
chairman  of  natural  gas  monopolyl 
Gazprom. 

What  Vyakhirev  says  counts. 
Gazprom  provides  highly  subsidized 
heat  to  most  of  Russia's  cities  and 
towns  in  the  bitter  arctic  winters.  It  has 
lots  of  money  and  plenty  of  political 

clout.  At  the 
The  Siti  project  moment,  Gazprom 
The  pinnacle  of  officially  endorses 
a  vast  busi-  former  premier 

ness  empire.        Viktor  Chernomyrdin 
■^■B  for     president — but 

this  old  bureaucrat  is; 
a  nonstarter  as  a  candidate.  Gazprom 
has  not  declared  itself  for  either  Lebed. 
or  Luzhkov,  but  Gazprom's  man,; 
Chernomyrdin,  has  recendy  been  cozy- 
ing  up  to  General  Lebed. 

The  notoriously  unreliable  Russian: 
opinion   polls   show   Luzhkov   and. 


Both  leading  candidates  for  the  Russian  presidency  are 
inward-looking  nationalists.  What  does  this  mean  for  the  U.S.? 


A  new  chill? 


By  Robert  Lenzner 

Condoleezza  Rice,  provost  of  Stanford  University,  has 
been  mentioned  as  a  possible  Secretary  of  State  in  a  Repub- 
lican administration.  She  is  an  expert  on  So\iet  affairs,  and 
from  where  she  sits,  neither  the  election  of  Luzhkov  nor 
that  of  Lebed  bode  well  for  Russian-U.S.  relations. 

"We  have  suffered  a  huge  defeat  for  U.S.  foreign 
policy,"  she  said  in  a  recent  interview  with  Forbes.  "For 
a  brief  moment  there  was  a  faint  hope  of  a  liberal  Russia. 
Now  it's  a  foreign  policy  opportunity  gone  dead. 

"Our  relationship  has  become  a  contrarian  one  that's 
likely  to  get  chillier  no  matter  who  wins  the  election, 
Luzhkov  or  Lebed. 

"Whoever  wins  will  likely  have  more  nationalist-sound- 
ing policies.  They'll  be  even  less  cooperative  over  policy. 
It's  going  to  be  tough  sledding." 

Rice  predicts  Russia  will  lean  increasingly  towai 
Arab  nations,  including  Iraq,  and  will  refuse  to  coo| 
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erate  in  peacekeeping  efforts. 

"They  claim  to  be  worried  about  global  stability,  but 
they  are  not  vigilant  about  nuclear  materials  and  ballistic 
missile  technology,"  she  says,  pointing  out  that  Russia  is 
already  helping  arm  Iran.  "We're  not  able  to  make  fur- 
ther progress  on  the  proliferation  of  weapons  of  mass 
destruction.  There  is  more  reason  to  worn'  about  the 
transfer  of  nuclear  materials." 

Aid  we  can  expect  trouble  in  the  Balkans  from  Russia, 
which,  going  well  back  into  history,  has  regarded  itself  as 
protector  of  the  Serbs.  "We  gave  Russia  too  big  a  voice  in 
NATO  in  1996  as  the  price  of  allowing  expansion  of  cen- 
tral  Europe  into  NATO,"  she  worries.  "If  every  time  the 
alliance  gets  together  we  feel  we  have  to  imite  Prime 
Minister  Primakov,  who  lacks  any  motive  to  cooperate 
with  the  U.S.,  it  will  be  tough  to  get  anything  done.  The 
Russians  are  recalcitrant  on  Kosovo." 
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Lebed  neck  and  neck,  each  with 
approval  ratings  of  about  17%.  Lebed 
has  his  strengths:  Most  Russians  hate 
Moscow  and  all  it  stands  for,  and 
Lebed  is  a  man  of  the  provinces.  He  is 
a  protest  candidate  in  a  countn  with  a 
lot  to  protest  about. 

But  Luzhkov  looks  to  Forbes  like  the 
favorite  at  this  point.  As  Mussolini  made 
the  trains  run  on  time,  never  mind  the 
cost,  so  Luzhkov  gussied  up  Moscow, 
never  mind  the  cost.  He  can  sell  himself 
as  the  guy  who  gets  things  done  in  a 
country  where  not  much  is  getting 
done.  Moreover,  Luzhkov  has  a  huge 
political  machine,  well  greased  with 
patronage,  and  no  one  gets  in  line  more 
quickly  than  Russians  when  they  see  a 
big  authority  coming  down  the  road. 

Which  of  the  two  would  do  the 
most  for  Russia — and,  through  Russia, 
for  the  world?  Each  has  his  strengths 
and  his  weaknesses. 

Lebed  is  a  blunt,  sincere  man.  Like 
a  good  military  commander  who  takes 
care  of  his  men,  he  is  concerned  with 
the  welfare  of  his  constituents:  He  is 
both  a  populist  and  something  of  a 
sentimentalist.  In  an  interview  with 


Forbes,  General  Lebed  suddenly 
begins  to  speak  of  the  fate  of  Russia's 
huge  convict  population. 

"There  has  never  been  an  effort  to 
rehabilitate  people  in  prisons,  where 
they  are  kept  worse  than  cattle,"  he 
says.  "You  enter  the  prison  system  as  a 
man  and  you  leave  it  either  as  an 
animal  or  as  excrement." 

There's  real  sincerity  in  his  voice 
when  he  says:  "We  have  to  prevent  the 
country  from  exploding  and  falling 
apart." 

True,  but  Lebed  has  little  political 
and  administrative  experience.  He  lacks 
any  real  team  of  advisers.  His  political 
party — People's  Republican  Party — is 
almost  invisible  except  for  its  leader. 
Except  for  Berezovsky,  he  has  few  big- 
money  backers.  While  Berezovsky  has 
apparently  taken  out  an  insurance 
policy  with  the  former  general,  most  of 
the  kleptocrats  seem  reluctant  to  anger 
Luzhkov.  In  fact,  the  powerful  mayor 
has  little  need  of  their  support — he  has 
his  own  financial  and  media  empire. 

On  some  issues  both  General  Lebed 
and  Mayor  Luzhkov  agree.  Both  walk 
gingerly  around  the  unpopular  issue  of 


allowing  private  ownership  of  land — 
they  say  it  should  be  introduced 
gradually,  on  the  local  level.  Both  are 
scathing  about  the  reforms  that  mis- 
fired and  created  an  even  worse  mess 
than  communism  was.  A  superpower 
a  decade  ago,  Russia  today  is  count- 
ing on  international  handouts  to  feed 
its  people.  Much  of  the  population  is 
clad  in  rags;  in  some  provincial 
towns,  people  eat  dog  food  for  pro- 
tein. Without  decent  food  or  medi- 
cine, Russian  male  life  expectancy 
declined  by  seven  years  between 
1988  and  1995.  There  has  been  an 
epidemic  of  suicides  among  army 
officers  ashamed  that  they  could  not 
feed  their  families. 

Yet  here  is  a  vast,  potentially  rich 
country  with  a  talented  population. 
Whichever  of  these  flawed  leaders 
wins — Lebed  or  Luzhkov — he  will  be 
a  vast  improvement  over  the  present 
leaderless  chaos.  Look  for  no  neat 
solutions,  but  Russia  has  nowhere  to 
go  but  up.  After  the  coming  election — 
nasty  though  it  will  be — the  winner 
has  a  real  chance  to  get  Russia  back  on 
its  feet.  Ml 


She  worries,  too,  about  Russian  economic  policies.  "I 
don't  think  they'll  do  outright  nationalization,  but  they 
may  be  desperate  to  find  ways  to  tax  Western  investors," 
says  Rice,  who  serves  as  a  director  of  Chevron  and 
Transamerica  and  is  a  member  of  J. P.  Morgan's  interna- 
tional advisory  council. 

"I  don't  know  if  they  even  understand  the  implications 
of  their  default,  that  it  impacts  confidence  and  their  repu- 
tation across  the  globe.  Russia's  default  on  its  govern- 
ment obligations  has  set  back  Western  investment  in 
Russia  by  years,  probably  decades." 

She  thinks  Western  policy  was  overly  optimistic.  "We 
were  mistaken  that  the  imp  program  and  private  capital 
could  transform  Russia  from  a  statist  to  a  market  econo- 
my. Some  $50  billion  went  down  the  drain.  But  the  sup- 
port of  reform  was  probably  the  right  thing  to  do." 

She  sees  Russia's  global  options  as  quite  limited. 
"Russia  is  no  longer  a  world  power,  but  wants  to  be  a 
major  player.  That  gives  it  limited  options:  to  be  a  thorn 
in  the  side  of  the  U.S.  or  to  cooperate.  I  think  they'll 
choose  the  former." 

What  should  the  U.S.  do?  Put  up  with  it  and  wait  for  a 
new  generation  of  Russians  to  take  over, 
Provost  Rice  who  will  understand  what  democracy 

U.S.-Russian         and  economic  freedom  mean.  "I  believe 
relations:  there'll  be  another  opening  for  real 

bad  to  worse.       reform,"  she  says,  "but  not  under 
■■■■  Luzhkov  or  Lebed."  Ml 
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3y  Kerry  A.  Dolan 

["HE      100,000-square-foot 

.ttle  flagship  store  of Recre- 
rjonal  Equipment,  Inc.,  the 
>utdoor  gear  retailer,  is  some- 
thing to  see.  It  includes  a  35- 
foot  waterfall,  a  65-foot 
iimbing  peak,  an  indoor  rain 
oom  for  testing  waterproof 
jackets  and  some  precious 
plaques  over  split-log  benches 
The  plaques  inform  shoppers 
that  no  live  trees  were  harmed 
in  the  making  of  the  bench 
cs — the  wood  came  from  a 
I  natural  blowdown. 

For  the  politically  correct 
backpacker,  RH  is  heaven.  It  is, 
moreover,  a  consumer  coop- 
erative, founded  60  years  ago 
by  some  climbers  with  no 
profit  motive,  just  a  need  to 
import  high-quality  ice  axes 
from  Switzerland. 

But  if  you  think  consumer  ■■■ 
co-op  means  scruffy  types 
who  can  barely  pay  their  bills,  take 
another  look  at  REI.  Sales  have 
increased  at  least  10%  every  year  but 
three  since  1960  and  will  probably  hit 
$5.85  million  this  year.  The  chain  nets 
an  extraordinary  8  cents  on  the  sales 
dollar  before  patronage  refunds  and 
taxes.  Subtract  the  patronage  checks 
and  you  still  have  a  pretax  margin  of 
4.5%,  almost  double  that  of  publicly 
traded  Sports  Authority. 

How  does  REI  do  so  well?  For  one 
thing,  it  has  true  believers.  "I  sleep 
on  the  sidewalk  for  the  garage  sale 
every  year,"  gushes  gear-junkie  Alli- 
son Birchwood,  32,  referring  to  rei's 
big  biannual  sale.  For  $15  the  believ- 
ers get  a  lifetime  membership  in  the 
co-op,  entitling  them  to  annual 
patronage  dividends  averaging  10%  of 
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Customers  scale  the  indoor  peak  at  REI's  popular  Seattle  store 
Upstaging  the  competition  with  interactive  retailing. 


purchases.  The  retail  chain  boasts  1 .5 
million  active  members. 

And  then,  the  managers  run  this 
seemingly  egalitarian  outfit  like  a 
public  corporation — with  close  atten- 
tion to  costs.  Wally  Smith,  51,  rei's 
chief  executive  officer  since  1983, 
presides  over  the  empire  from  a  no- 
frills  office  complex  in  Kent,  1 5  miles 
south  of  Seattle.  He  says  rent  there  is 
one-third  that  of  downtown  Seattle. 
After  paying  income  taxes  ($9  million 
last  year),  Smith  plows  profits  back 
into  the  business.  The  plump  balance 
sheet  includes  debt  of  only  $35  mil- 
lion; REI  owns  the  real  estate  occu- 
pied by  27  of  its  51  stores,  unusual 
for  a  retailer.  Smith  wants  to  use  his 
capital  more  efficiently,  too.  He  aims 
to  increase  inventory  turns  from 


3/4  to  5  times  a  year  by  1999. 

Not  that  rei's  record  is  perfect. 
This  year  Smith  announced  REI 
would  shut  stores  in  Mission  Viejo, 
Calif,  and  Orem,  Utah,  the  first  clo- 
sures in  the  company's  history.  "We 
were  just  not  able  to  get  the  volume 
that  we  needed,"  he  says. 

But  rei  has  no  trouble  getting  cus- 
tomers into  most  of  the  stores.  Its 
Seattle  store,  opened  two  years  ago, 
drew  1.5  million  visitors  in  its  first 
year,  making  it  one  of  the  city's  top 
tourist  attractions.  Shopping  there  is  a 
real  event.  To  deal  with  the 
high  rate  of  return  on  hiking 
boots,  rei  created  a  mini 
hiking  path  with  a  variety  of 
trail  surfaces  and  angles  for 
testing  boots.  Returns  on 
hiking  boots  have  since 
decreased  substantially. 

At  a  new  store  in  Bloom- 
ington,  Minn.,  an  outside 
sports  trail  lets  customers  try 
out  cross-country  skis  in  the 
winter  and  mountain  bikes 
the  rest  of  the  year.  Outside  a 
store  in  Denver  planned  for  a 
spring  2000  opening,  cus- 
tomers will  test-paddle  kayaks 
and  canoes  on  the  South 
Platte  River.  Given  that  one 
of  rei's  selling  propositions  is 
an  extremely  liberal  return 
policy,  these  frills  make  sense. 
rei's  Web  site,  launched  in 
1996,  is  the  Internet's  largest 
store  for  outdoor  gear  and 
clothing,  with  30,000  pages 
of  items,  many  with  multiple  views  of 
the  products.  The  company  won't 
break  out  its  Internet  sales  figures,  but 
says  they  match  one  of  REl's  better 
stores.  Mail-order  sales  do  pretty  well, 
too,  at  some  $80  million  this  year. 

The  next  frontier  is  overseas.  Come 
spring  2000,  rei  will  open,  in  Tokyo 
of  all  places,  a  30,000-square-foot  ver- 
sion of  its  Seattle  showplace.  What 
about  the  recession  in  Japan?  With 
80,000  catalog  customers  in  the 
Tokyo  area,  27,000  of  whom  bought 
something  last  year,  Smith  thinks  the 
Tokyo  store  could  even  be  the  first  of 
many  in  Japan.  "We'll  let  the  develop- 
ment of  the  on-line  [business]  and  the 
catalog  signal  us  where  we  might  want 
to  go  next,"  Smith  says.  "It  could  be 
in  Sao  Paulo  or  Santiago."  WM 
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PART  III:  LEVE 


The  multicultural  market  for  products  and  services 
is  approaching  $1  trillion.  How  do  you  capture  your 
share?  A  multifaceted  commitment  to  diversity  is  a  key 

STRATEGY  IN  REACHING  TODAY'S  SAVVY  CONSUMER.  By  recruit- 
ing and  retaining  a  diverse  workforce,  contracting 
with  diverse  suppliers,  supporting  diverse  retailers  or 
franchisees  and  marketing  to  key  audiences,  compa- 
nies attract  new  —  and  fiercely  brand-loyal  —  cus- 
tomers. The  clear  beneficiaries?  Shareholders  and 

hemispherelnc.     the  bottom  line — i 
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company  is  only  as  good  as 
its  people.  So  it  makes  sense 
that  an  organization  that 
builds  an  environment  where 
all  people  can  flourish  will  benefit  from 
new  ideas,  more  diverse  business  partners 
and  suppliers  and  the  most  sought-after 
customers.  Today,  the  individuals  enter- 
ing the  workforce  and  gaining  growing 
buying  power  have  a  different  composi- 
tion than  they  did  even  a  decade  ago. 
"The  majority  of  people  coming  into 
the  workforce  now  —  75  percent 
of  new  entrants  —  are  either  racial/ 
ethnic  minorities  or  women, "says  Derald 
Wing  Sue,  professor  of  psychology  at 
the  California  School  of  Professional 
Psychology  and  California  State  Univer- 
sity at  Hayward.  Sue,  who  has  testified 
before  the  White  House  Initiative  on 
Race,  says  the  changing  face  of  the  work- 
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force  is  startling  to  many  companies. 
"Employers  have  been  aware  that  this  was 
going  on,  but  not  of  how  quickly  the 
trend  is  occurring,"  adds  Sue. 

The  moment  of  truth  for  employers 
often  comes  when  they  recognize  that 


SHOWCASING 

DIVERSITY  AT  CHASE 

This  past  September,  The  Chase  Manhattan  Corporation  hosted  a 
unique  global  event  that  provided  over  800  diversity  champions 
—  employees  who  volunteer  on  diversity  councils  and  subcom- 
mittees within  Chase's  businesses  —  the  chance  to  come  together 
and  share  "best  practice"  information.  The  event  took  place  in 
New  York  City  and  connected  by  satellite  hundreds  of  other 
Chase  employees  across  the  U.S.,  as  well  as  in  several  interna- 
tional locations. 

The  expo  featured  several  booths  covering  topics  such  as  mentor- 
ing, work/life  balance  and  diversity  councils  in  each  of  Chase's 
lines  of  business.  In  addition,  keynote  speeches  were  made  by 
Chase  Chairman  Walter  Shipley,  Chase  President  Thomas 
Labrecque  and  Chase  board  member  William  Gray,  president  of  The 
College  Fund/UNCF. 

Shipley,  who  chairs  Chase's  corporate  Diversity  Council,  urged 
the  champions  to  help  foster  an  environment  without  artificial 
limitations  on  employee 
advancement.  He  also 
voiced  Chase's  emphasis 
on  marketing  to  diverse 
ethnic  and  multicultural 
markets.  "In  achieving 
our  goals,"  said  Shipley, 
"we  will  not  only  achieve 
a  new  level  of  sustain- 
able performance,  we 
will  set  the  tone  for  what 
the    financial     services 

industry  will   look   like  in  Chase  Chairman  Walter  Shipley  and  President  Thomas 

Labrecque  hosting  the  Diversity  Champions  Showcase 
the  years  to  Come.  attended  bv  800  employees 


valuing  diversity  in  the  workforce  direl 
ly  affects  the  bottom  line.  Says  Carl 
Becker,  senior  consultant  with  Organizatl 
Resources  Counselors,  "Research  she 
that  if  people  are  treated  fairly,  their  sa 
faction    with    the    work    environml 
improves,  and  they  are  more  likely  to  p I 
form  at  a  higher  level,  including  provi 
ing  better  customer  service."  He  adl 
"This  translates  into  increased  custor| 
loyalty,  which  means  higher  profits." 

A  Comprehensive 
Strategy 

In  response  to  the  changj 
demographics  of  the  workforce  si 
the  customer  base,  The  Chase  Manhat  I 
Corporation  has  implemented  a  comp] 
hensive  diversity  strategy  that  invol| 
hundreds  of  employees  from  all  of 
company's  lines  of  business  and  is  a  crl 
cal  part  of  its  management  philosophy! 

"In  order  for  us  to  remain  compif 
tive,  we  need  to  tap  into  the  talents  of 
the  people  who  work  here  and  attract 
most  talented  people.  Talent  comes  fnl 
lots  of  different  backgrounds  and  sha  I 
lots  of  different  perspectives.  So  for 
there  is  an  absolute  business  need  tl 
into  why  we  have  this  diversity  eft 
under  way,"  says  Joy  Bunson,  senior  v 
president    for    Chase's    organizatio 
development  area. 

Chase   Chairman   Walter   Ship 
personally    chairs    the    company-w 
diversity   council   and   has   charged 
senior  executive   team   to   develop   a 
manage  against  a  diversity  plan.  This 
strong  leadership  message  that  diversir 
an  essential  thread  in  the  fabric  of 
corporation's  success. 

Work/life  balance  is  another  criti 
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component  of  Chase's  diversity  strategy. 
Surveys  show  Chase  employees  feel 
strongly  about  the  importance  of  balanc- 
ing their  work  and  personal  responsibili- 
ties. As  a  result,  Chase  recently  developed 
flexibility  guidelines  and  a  tool  kit  to 
help  managers  and  employees  determine 
whether  or  not  a  flexible  arrangement  is 
appropriate.  The  company  recognizes 
that  responding  to  employee  needs  has  a 
direct  effect  on  its  business.  Chase 
President  Thomas  Labrecque  sees  the 
impact  beyond  the  company's  walls: 
"These  diversity  programs  have  been 
established  to  give  everyone  the  opportu- 
nity to  do  their  best  work  —  and  when 
that  happens,  the  ultimate  beneficiaries 
are  our  customers." 

Nearly  25,000  employees,  includ- 
ing every  member  of  senior  management, 
have  participated  in  diversity  training, 
and  education  continues  with  innovative 
events  like  the  recently  held  Diversity 
Showcase  (see  sidebar  on  page  2).  Train- 
ing clear'y  has  a  bottom-line  benefit,  as 
evidenced  by  Chase's  annual  climate  sur- 
vey, which  last  year  revealed  that  people 
who  participated  in  diversity  training 
were  more  positive  about  their  overall 
work  experience  than  those  who  had  not 
gone  through  training. 

Indeed,  Chase  sees  the  company- 
wide  commitment  of  thousands  of 
individuals  as  its  competitive  advan- 
tage. "What  really  stands  out  is  the 
personal  involvement  of  Chase  em- 
ployees. I've  seen  the  highest  levels  of 
enthusiasm,  insight,  intelligence  and 
camaraderie,  all  coming  together  to 
realize  the  Chase  diversity  vision," 
concludes  Stephen  Young,  vice  presi- 
dent, corporate  diversity. 


Strengthening 
Partnerships 

The  recent  merger  of  professional 
services      powerhouses      Coopers      & 


Lybrand  and  Price  Waterhouse  to  fo| 
PricewaterhouseCoopers  also  meant 
blending   of  two   cultures   that   hig 
*  value  diversity.  One  of  the  first  ord 
of  business   for   the   new   organizati 
was    the    formation    of  the    Diver: 
Champions  Group,  a  task  force  with 
resenratives  from  each  service  line.  C 
James   Schiro   and   Chairman   Nich 
Moore  are  committed  to  being  at  eac 
the  group's  meetings. 

In   a   client   service   business   1 
PricewaterhouseCoopers,    "There's 
question  about  it  —  we  do  this  to  g 
a    competitive    advantage,"    says    1 
Goldfein,    cochair    of    the    Diversl 
Champions    Group    and    a    leader 
the      PricewaterhouseCoopers/KwajJ 
HR  Solutions  group.  "To  have  a  divel 
group  at  the  selling  table  so  that  buy! 
are   very   comfortable    is   critical. 


THE  DRAMATIC  GROWTH  OF 

THE  MULTICULTURAL  MARKET 

The  explosive  expansion  of  multicultural  markets  is  dramatically  c| 
pacing  growth  in  the  general  market,  according  to  the  New 
Strategies  Group,  a  multicultural  consulting  group  and  network  of  < 
marketing  agencies  recently  formed  by  True  North  Communications: 

■  The  buying  power  of  Asians,   Hispanics  and  African 
increased  66  percent  between  1990  and  1997,  while  that  of  the  tot  all. 
increased  only  41  percent. 

■  In  four  U.S.  states  —  New  Mexico,  Texas,  New  York  and  Calrfc 
as  well  as  Washington,  DC,  African  Americans  and  Hispanics 
20  percent  or  more  of  total  buying  power. 

■  Growth  in  multicultural  spending  is  dramatic,  as  shown  here: 

Growth  in  Multicultural  Expenditures  1995-19) 

Percent  Growth  in  Household  Dollar  Expenditures 


Entertainment 

Clothing 

Vehicle  Purchases  (Net  Outlay) 

Education 

Health  Care  (Net  Outlay) 

Restaurant  Expenditures,  etc. 

Personal  Care  Products 

Utilities  -  Telephone 

Housing  •  Own  Dwellings 

Utilities  -  Electric 

Public  Transportation 

Groceries/Food 
Purchases  for  Home 


Housing  Rented 
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New  America  Strategies  Gn  j 

U.S.  Consumer  Expenditure  Survey.  1! 
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National  Auto  Dealers  Asscoa 

Harvard  Jt.  Center  for  Housing  Stuc 

OemoGraph  Corp  anah 


I 


« 


# 


'/. 


irs 


■f 


±y/ 


, 


\  sport  utility  is.  by  definition,  a  truck.  Since  1902,  GMC  has  provided  trucks  and 
"L"  for  people  whose  jobs  and  fives  depend  on  them.  And  while  the  new  Envoy  u  has  comfort  and 
logy  that  rival  the  most  luxurious  of  vehicles,  it  is  afso  bult  with  the  befief  that  the  greatest 
xury  an  SUV  can  have  is  capability.  Call  us  at  L888.ENVOY.4.U  or  visit  www.envoy.gmc.com. 


advertisement-.^  DIVERSITY  the  bottom  line  6 


THE  DIVERSE 
SUPPLIER  BUSINESS  IS 
J  A  $35  BILLION  SECTOR. 

HOW  CAN  THESE  RELATIONSHIPS  HELP  YOU 
GAIN  MARKET  SHARE?  RESOURCES 
AT  WWW.HEMNET.COM 


also  do  this  to  win  the  brutal  race 
for  talent.  All  kinds  of  people  can 
say  'I  feel  really  comfortable  here,'  "  adds 
Goldfein. 

Carol  Calkins,  cochair  of  the  Diver- 
sity Champions  Group  and  a  regional 
partner  in  the  State  Tax  Consulting  prac- 
tice for  the  southwest  region,  adds 
that  diverse  teams  work  much  more  effec- 
tively in  terms  of  problem-solving. 
"Everybody  brings  a  different  perspective, 
and  they  come  up  with  incredible  solu- 
tions for  clients,"  says  Calkins. 

To  understand  and  support  the 
issues  facing  women  worldwide, 
PricewaterhouseCoopers  holds  an 
annual  Women  Partners  Leadership 
Conference.  "It's  a  very  exciting  event 
because  our  clients  are  global,  and  we  are 
trying  to  understand  how  to  move  across 
cultural  differences  and  find  common 
threads  as  we  consult  with  our  clients 
internationally,"  says  Calkins.  The  event 
also  serves  as  a  networking  forum,  which 
"ultimately  leads  to  idea  sharing  and  bet- 
ter client  service,"  she  adds. 

PricewaterhouseCoopers  has  also 
entered  into  a  diversity  partnership  with 
the  University  of  Notre  Dame.  The  orga- 
nization issued  a  multiyear  grant  to  the 
university  so  that  both  it  and  the  univer- 
sity could  determine  how  to  better 
recruit  and  retain  people  of  color  in  the 
business  world. 

Expanding  Opportunity 
in  a  Diverse  Market 

As  Pitney  Bowes,  a  global  provider 
of  mail  and  messaging  management, 
moved  into  the  small  office-home  office 
(SOHO)  market,  the  company  recog- 
ni7.ed   the   importance  of  women-  and 


minority-owned  businesses  to  the  explo- 
sive growth  of  the  segment.  Within 
the  last  year,  the  company,  which  has  a 
history  of  diversity  leadership  spanning 
almost  six  decades,  has  proactively  sought 
to  build  strategic  relationships  in  several 
ways,  including  an  affinity  agreement 
with  the  U.S.  Hispanic  Chamber  of 
Commerce  (USHCC). 

"To  extend  our  reach  into  the 
small-office  market  —  chiefly  businesses 
of  20  employees  or  fewer  —  we  knew  we 
had  to  reach  more  diverse  markets," 
explains  Patrick  Brand,  vice  president, 
marketing  for  the  SOHO  division  of 
Pitney  Bowes.  "One  market  segment  that 
we  identified  early  on  to  broaden  our 
reach  was  the  Hispanic  marketplace,  thus 
our  agreement  with  the  U.S.  Hispanic 
Chamber  of  Commerce." 

The  affinity  marketing  agreement 
involves  educating  chamber  member 
companies  about  Pitney  Bowes  products 
and  services.  Pitney  Bowes  representa- 
tives participate  in  local  and  national 
chamber  meetings  and  trade  shows. 
Packages  created  for  chamber  members 
come  with  a  CD-ROM  called  Market 
Mailer,  which  instructs  users  on  how  to 
use  direct  mail  effectively.  "We're  there  to 
provide  information,  not  just  to  sell  a 
product,"  says  Beth  Ghiloni,  marketing 
manager,  SOHO  division. 

Pitney  Bowes  has  also  been  working 
in  conjunction  with  Black  Enterprise 
magazine  and  the  Black  Chambers  of 
Commerce.  "Our  focus  is  on  cultivating 
mutually  beneficial  partnerships  with 
minority  businesses  and  using  our  core 
competencies  in  mail  and  messaging 
to  help  tlu  n  grow  their  business,"  adds 
Ghiloni. 


So  far,  the  results  of  the  compaH 
outreach   have  been  encouraging.  'I 
have  definitely  seen  a  lift  in  our  respefl 
as  a  result  of  targeting  our  message  I 
teaming  up  with  organizations  like  I 
USHCC,"    notes    Brand.    "We've  .1 
changed   our   print   ads   to   reflect  I 
diverse  customer  base,  and  that  has  c| 
nitely  improved  our  print  ad  respc 
and  reduced  our  cost  per  order,"  he  ac| 

Reaching 
Emerging  Markets 

One  of  Pitney  Bowes's  sources! 
information   on   minority-   and  worrl 
owned   businesses   is   Dun   &   Brad 
(D&B),   whose   Minority  and  Worrl 
Owned    Business    Development    Gm 
was  created  in  1997  to  support  this  rap 
expanding  sector.  The   Group's   datall 
contains  over  400,000  files  of  minotf 
owned   businesses   and    1.7   million 
of  women-owned  and  managed  businel 
Says    Ron    Wesson,    vice    preside 
Minority  and  Women-Owned   Busii 
Development   and   cochair   of  Dun| 
Bradstreet's  Advisory  Group  for  Inclusij 
"The  fastest-growing  segment  out  ther 
the  SOHO  market.  By  being  included 
this  database,  minority  and  women  busiil 
owners  and  decision  makers  increase  til 
visibility  among  Dun  &  Bradstreet's  clil 
customers  who   check   the   database 
potential   suppliers,   vendors,   custonl 
and  partners." 

In  fact,  a  survey  recendy  released  I 
Dun  &  Bradstreet  shows  that  minol 
business  owners  are  20  percent  more  lill 
to  expect  an  increase  in  profits  in  l!l 
than  nonminority  business  owners  and  I 
percent  more  likely  to  expect  an  inert  I 
in  customers. 

The  Minority  and  Women-Owil 
Business  Development  Group  is  just  <t 
example  of  Dun  &  Bradstreet's  understa 
ing  of  the  need  to  focus  on  diversity  i 
business  imperative.  The  company  is  .  I 
trying  to  increase  its  market  share  with  la 
global  customers.  "Diversity  and  inclus 
play  an  important  role  in  forging  these  r> 
tionships,"  says  Michael  Flock,  presiden  [ 
Dun  &  Bradstreet  Asia  Pacific,  Cana 
Latin  America  and  Receivable  Managem 
Services  of  North  America. 

Says  Flock,  "You  cannot  fulfill  \  I 
bal  customer  needs  if  you  are  totally  hor 
geneous.  We're  trying  to  strike  a  bala 
between  global  consistency,  local  mat 
conditions    and    customer    needs." 


We're  Interested  In  Genius... 

.    not  GENES 


v 


can  be  found  in 
he  humanity  of  Marcus  Garvey, 

against  adversity  in  the 
spirit  of  Mary  McLeod  Bethune, 

in  the  mind  of 
Marie  Curie,        in  the 
blood  of  Frieda  Kahlo, 
in  the  heart  of  Dr.  David 

Genius 

At  Pitney  Bowes  Inc.,  we  value 
the  power  of  diversity.  If  you 
have  something  you  would  like 
to  offer  the  world  through 
Pitney  Bowes,  our  door  is  open. 


Mailing  Systems 

Office  Systems 

Production  Mail 

Software  Solutions 

Business  Services 

Financial  Services 

Small  Office  Division 


1  Elmcroft  Road  I  Stamford-.  CT  Db12b-D7DQ  I  uuw.pitneyboues.com 


=jd  Pitney  Bowes 


mm 
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Luxury  with  a  strong  jolt  of  adrenaline.  The  7  Series  is  the  exception  to  the  belief  that  a  luxury  car  need  be  uninspired  a   k 
boring.  New  for  1999,  this  is  an  unequivocally  spacious,  luxurious  and  safe  car.  Yet,  once  behind  the  wheel  you  becor   tjo 


itranced  by  an  automobile  that's  bold.  Invigorating.  Even  daring.  The  7  Series.  It  is 

3t  your  common  luxury  car.  It  is  the  prescribed  cure  for  one.  www.bmwusa.com  The  Ultimate  Driving  Machine* 
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explains  that  just  as  U.S.  divisions  need  to 
have  a  diverse  workforce  in  place  to  reach 
new  markets,  so  too  does  the  global  division 
need  individuals  who  mirror  the  market- 
place of  the  country  in  which  they're  work- 
ing. These  employees  also  need  to  be  sensi- 
tive to  the  vast  diversity  of  cultures  with 
which  they  will  be  interfacing.  "If  we  do  not 
have  the  proper  people  supporting  these 
global  customers  with  products  and  services 
that  are  consistent  with  our  strategy  world- 
wide and  modified  to  meet  local  needs,  we 
can't  compete,"  says  Flock 

A  Marketplace 
Tiebreaker 

IBM  Corporation  has  long  been 
known  as  a  diversity  pioneer,  having 
hired  its  first  disabled  employee  in  1914 
(the  year  the  company  was  founded),  its 
first  professional  women  in  1935  (after  a 


HAPPY  EMPLOYEES  "^  ^ 
MEAN  SATISFIED 
CUSTOMERS. 

HOW  TO  RETAIN  YOUR  BES 
AND  REAP  THE  BENEFIT 
AT  WWW.HEMNET.CO 


policy  was  written  ensuring  equal  pay  for 
equal  tasks)  and  its  first  black  salesman 
in  1946.  Says  Ted  Childs,  IBM's  vice 
president  of  global  workforce  diversity, 


BREAKING  DOWN 

BARRIERS  ON-LINE 

Because  inclusion  lacks  boundaries,  several  companies  are  using 
the  most  limitless  tool  available,  the  Internet,  to  foster  diversity. 

■  At  The  Chase  Manhattan  Corporation,  Chase  Capital  Partners 
(CCP),  the  company's  private  equity  arm,  is  using  an  Internet  Web 
site  as  part  of  its  mentoring  program.  In  an  organization  like  CCP, 
in  which  everyone  is  mentored,  the  Web  site  provides  an  effective 
tool  to  achieve  the  mentor  program's  goals  of  increased  communi- 
cation, networking  and  relationship  building.  Mentors  submit  for- 
mal written  progress  reports  on-line,  and  proteges  can  provide 
feedback  on  their  mentors.  Mentoring  programs  are  one  way  in 
which  diverse  members  of  a  business  unit  can  be  exposed  to  peo- 
ple and  opportunities  they  might  otherwise  miss. 

■  At  Dun  &  Bradstreet,  a  chat  room  is  being  set  up  for  employ- 
ees throughout  the  world  to  visit  and  share  ideas.  Says  Michael 
Flock,  president  of  Dun  &  Bradstreet  Asia  Pacific,  Canada,  Latin 
America  and  Receivable  Management  Services  of  North 
America,  "To  be  competitive  globally,  you  have  to  see  how  you 
can  leverage  com- 
mon needs,  com- 
mon products  and 
common  technology 
platforms."  The  elec- 
tronic sharing  of 
ideas  among  the  em- 
ployees and  the 
company's  leaders 
will  bring  together 
people  from  a  wide 
variety  of  geographic 
regions,  languages 
and  cultures. 


the  understanding  that  valuing  diver 
is  not  only  moral  but  good  business 
long   been   part   of  IBM's   philosop 
"Workforce  diversity  is  a  bridge  betw1 
the   workplace   and    the   marketplaci  j 
explains  Childs.  "You  can  walk  back  i  \ 
forth  across  that  bridge  between  whl 
you  work  and  where  you  do  businr 
But   you   have   to   be   comfortable 
both  sides." 

Indeed,  the  market  for  com] 
ter  buyers  is  changing.  According 
Forrester  Research,  Inc.,  African  Am< 
cans  and  Hispanics  who  don't  aire; 
own  a  PC  are  50  percent  more  likely 
buy  one  in  the  current  year  than  wl 
Americans  who  don't  own  PCs.  Chi 
notes  that  women-owned  businesses 
projected  to  spend  about  $68  billion 
technology  this  year.  Given  th 
changes,  IBM's  long-standing  comn 
ment  to  diversity  gives  it  a  competii 
advantage  when  marketing  to  these  i 
other  groups.  "Our  diversity  heritage  i 
be  a  market  tiebreaker,"  says  Childs. 
you  take  product  quality  and  cost,  wl 
they're  comparable,  we'd  like  this  r 
itage  to  be  in  the  asset  column." 

To  support  its  workforce  and  g 
market  insights,  IBM  has  eight  execui 
diversity  task  forces,  each  representin 
different  constituency:  women,  Afri< 
Americans,  Hispanics,  Asian  America 
Native  Americans,  disabled  employ 
gays/lesbians  and  white  males.  The  t 
forces,  formed  in  1996,  are  charged  w 
determining  what's  required  to  m 
their  group  feel  valued  at  IBM,  wh 
required  to  maximize  their  producth 
and  how  IBM  can  pursue  its  marl 
place  focus  through  the  buying  d< 
sions  of  that  constituency.  The  gro 


"Here,  at  our  Multilingual  Center, 
we  put  a  strong  accent  on 
communications. 

'As  BellSouth  service 
representatives,  we  answer 
billing  and  services  questions 
from  our  non-English-speaking 
customers. 

"We're  from  all  over  the  world, 
but  we  all  share  the  same 
goal- to  go  above  and  beyond 
to  serve  our  customers'  needs. 

'And  great  things  happen  when 
we  work  together.  We  come  up 
with  new  ideas. ..like  our  Spanish 
language  telephone  bill  for  our 
customers  in  Florida." 


"We  assist  our  customers 
in  eight  different 
languages." 


Alexandra  Angrand 
Multilingual  Center 


BellSouth  has  many  talented 
and  dedicated  people  like 
Alexandra.  We  think  they 
provide  real  service  to  our 
customers  by  helping  them  in 
new  and  creative  ways. 


BELLSOUTH' 

Nobody  knows  o  neighbor 
like  a  neighbor.  M 


http://www.bellsouth.com 
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DESPITE  MARKET 
VOLATILITY,  ANALYSTS 
SEE  A  CONSTANT: 

DIVERSITY  IS  AN  INDICATOR  OF  A 
SUCCESSFUL  COMPANY.  SOCIALLY 
RESPONSIBLE  INVESTING  YIELDS  DIVIDENDS 
AT  WWW.HEMNET.COM 


make  suggestions,  says  Childs,  that  help 
the  company  see  that  constituency  as 
a  customer. 

In  addition,  IBM's  40  diversity 
councils,  each  representing  people  from  a 
variety  of  cultures,  advise  management  on 
diversity-related  issues.  The  company  has 
also  begun  holding  an  annual  Global 
Women's  Meeting  to  help  ensure  that 
IBM  "has  the  premier  workplace  in  the 
world  for  working  women,"  says  Childs. 
The  company  has  also  spent  about  $4  bil- 
lion since  the  early  1980s  doing  business 
with  women-  and  minority-owned  suppli- 
ers. "There  are  10  million  businesses  in 
America  owned  by  women  or  people  of 
color  or  people  with  disabilities,"  notes 
Childs.  "You  can't  expect  them  to  spend 
money  with  you  if  you  don't  spend  yours 
with  them.  When  you  spend  money  with 
them,  you  are  helping  economically 
strengthen  their  communities." 

The  Business 

of  Broadening  Opportunity 

Strengthening  communities  is  a 
major  initiative  of  NationsBank  and  its 
Professional  African  American  Banking 
Group  (PAABG).  PAABG,  established  in 
1996,  was  created  to  target  professional 
African  American  consumers  and  busi- 
nesses and  encourage  them  to  do  business 
with  the  bank.  "Our  research  suggests  there 
is  a  thirst  among  professional  African 
Americans  for  information  about  financial 
products  and  services,"  explains  Tony 
Grant,  president  of  the  Professional  African 
American  Ban.-  ing  Group.  "There  also  was 
great  recepti  ity  to  a  financial  institution 
like  NationsBank  having  an  interest  in  pro- 


viding relevant  information  and  service." 
Grant  is  pleased  to  point  to  the  fact  that 
in  the  past  two  years,  the  group  has  booked 
$620  million  in  new  business  at  targeted 
conferences  and  events  as  a  result  of 
its  outreach. 

PAABG  executives  often  attend 
events  that  focus  on  business  develop- 
ment. They  speak  on  a  variety  of  topics 
including  wealth    management,   deriva- 


tives, mergers  and  acquisitions 
asset  management.  "We  have  a  unn 
opportunity  to  get  in  front  of  member. 
'  key  African  American  organizations  ; 
businesses  throughout  the  counti 
Grant  explains.  "Our  goal  is  to  bt 
mutually  beneficial  relationships  and  p 
vide  them  with  products  and  services  t 
meet  their  existing  and  growing  needs: 
NationsBank  has  consistently  b< 
recognized  for  its  commitment  to  di\ 
sity,  including  its  renowned  work 
family  policies,  pledge  to  people  with  i 
abilities  and  innovative  programs 
develop  women-  and  minority-owi 
businesses.  But  the  establishment 
PAABG  is  one  example  of  the  bai 
efforts  to  link  diversity  to  market  opp 
tunities.  According  to  the  University 
Georgia's  Selig  Center  for  Econor 
Growth,  African  American  buying  po 
will  rise  from  $380  billion  in  1990' 
$533  billion  in  1999.  "It  just  makes  gc 
business  sense,"  concludes  Grant. 

A  Strategy 
Critical  to  Success 

In  response  to  the  changing  der 
graphics  of  its  workforce  and  custon 


MULTICULTURAL  MARKETING: 

ROI  OPPORTUNITY  MODEL 

Although  demographic  data  shows  that  the  growth  in  Affric; 
American,  Hispanic  and  Asian  American  markets  is  outpac 
that  of  nonethnic  Americans  by  a  seven-to-one  ratio,  and  p« 
haps  offers  the  greatest  opportunity  for  organic  growth,  it's  bet 
difficult  for  companies  to  know  whether  targeted  marketii 
efforts  will  pay  off.  Now  a  tool  developed  by  the  New  Amerii 
Strategies  Group,  a  division  of  True  North  Communications, 
helping  marketers  pinpoint  the  payback  they  can  expect  frc 
target  marketing. 

Called  the  Multicultural  Marketing  Opportunity  Model  (MMOr. 
the  tool  uses  comprehensive  market  information  combim 
with  a  company's  own  customer  data  to  determine  how  an  el 
nic  marketing  effort  would  fit  into  a  company's  overall  marki 
ing  mix  and  what  the  payback  would  be.  "We'll  be  able  to  det< 
mine  the  revenue  a  company  is  getting,  not  just  from  a  sp 
cific  market  segment,  but  also  attributable  revenue  th 
crosses  over  and  comes  out  of  the  general  market,"  explai 
Richard  Mascolo,  president  of  Skunkworks  Marketing  La 
the  research  and  database  analysis  arm  of  New  America 
Strategies  Group. 

Mascolo  not  that  the  model  will  make  it  easier  for  compani 
that  have  n«.  ditionally  undertaken  target  marketing  to  pi 

diet  their  return     rid  enter  this  arena  more  confidently. 


whether  he's  White  ? 
Or  African-American? 

whether  she's  Asian? 
Or  Hispanic? 

whether  he's  Straight? 
Or  Gay? 

Not  at  Dun  &  Bradstreet. 

We  believe  people's  differences  are 

our  strengths,  their  ideas  our  assets. 

The  infinite  potential  of  the  human  being- we  see  it  in 
everyone  who  works  at  Dun  &  Bradstreet  and  Moody's 
Investors  Service.  Because  we've  seen  great  ideas  come 
from  the  most  junior  person  on  the  team.  From  a  telecom- 
muting parent.  From  people  of  every  religion,  culture  and 
background.  It  just  makes  good  business  sense:  a  company 
where  people  feel  included  and  valued  is  a  company  that 
is  ready  to  solve  its  customers'  business  challenges.  We're 
always  striving  to  be  a  better  company  to  work  for,  and  a 
better  company  to  do  business  with.  That's  what  matters 
at  The  Dun  &  Bradstreet  Corporation. 


www.dnbcorp.com 


The  Dun  &  Bradstreet  Corporation 
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accountable  for  doing  the  same  with  their 
suppliers. 

To  foster  supplier  opportunity,  the 
company  holds  an  annual  trade  fair  and 
conference  called  Opportunity  Exchange. 
Here,  minority  business  enterprises  from 
across  the  country  network  with  over  200 
of  Toyota's  largest  suppliers.  In  1997  this 
event  resulted  in  more  than  $7  million 
worth  of  contracts  being  awarded  to 
minority-owned  firms.  A  recently  opened 
office  in  Erlanger,  Kentucky,  coordinates 


base  in  the  U.S.,  Toyota  has  undertaken 
comprehensive  diversity  efforts.  "Toyotas 
diversity  initiatives  are  all-encompassing," 
says  Barbara  Arnold,  Toyota  Motor  Sales, 
U.S.A.  corporate  diversity  manager.  "They 
include  our  employees,  customers,  suppli- 
ers, dealers,  marketing  and  our  philan- 
thropic efforts.  Our  senior  management 
understands  that  diversity  is  critical  to  our 
future  success  and  strongly  supports  all  of 
our  diversity  efforts." 

Toyota  Motor  Sales,  U.S.A.  Presi- 
dent and  CEO  Yoshio  Ishizaka  is  deeply 
committed  to  diversity  as  a  way  to 
strengthen  the  company.  At  a  recent  man- 
agement leadership  forum  completely 
devoted  to  diversity,  Ishizaka  spoke  about 
senior  management's  understanding  that 
in  order  to  remain  competitive  in  the  21st 
century,  Toyota  must  leverage  the  diversity 
of  its  workforce  in  the  marketplace. 

Toyota  is  also  strongly  committed 
to  providing  opportunity  for  diverse  busi- 
ness partnerships  among  its  manufactur- 
ing operations,  which  now  operate  in  five 
U.S.  states.  Overall,  the  company  has 
pledged  to  do  five  percent  of  its  business 
with  minority-owned  suppliers  by  2002 
and    is    holding    its    Tier    I    suppliers 

THE  DRIVE 

TO  SUCCEED 


Tommie  Burns  seeks  opportunities  and  does  not  hesitate  to  go 
after  them.  A  part-time  janitorial  job  led  Burns  to  start  his  own  jan- 
itorial supply  and  service  company.  In  1988,  he  won  a  bid  to  clean 
construction  debris  at  a  Toyota  plant.  His  relationship  with  the 
automaker  was  strengthened  when  he  won  the  bid  to  apply  wrap 
guard  to  vehicles  bound  for  shipment.  Burns  took  that  opportunity 
to  learn  Toyota's  business  and  approached  senior  management 
with  the  idea  of  outsourcing  wheel  and  tire  assemblies  —  some- 
thing Toyota  had  never  considered.  Although  he  had  no  experience 
with  the  assemblies,  Burns  was  able  to  convince  Toyota  to  out- 
source the  business  to  him,  in  a  deal  that  has  been  cited  as  one  of 
the  largest  minority  contracts  ever  issued. 


Burns  then  formed  a  new  company, 
T&WA,  with  former  Toyota  executive 
Gary  Dodd.  T&WA  had  $25  million  in  rev- 
enue in  1997  and  currently  has  about 
$1 50  million  in  contracts  for  Toyota  and 
other  import  automakers.  "We  are  very 
good  at  what  we  do,"  Burns  says. 
'Toyota  didn't  give  this  contract  to  me 
just  because  I'm  black  —  price  and  qual- 
ity had  to  be  there."  Burns  is  now  a 
Tier  I  supplier  with  800  employees, 
and  his  company  ranks  among  the 
top  10  percent  of  Toyota's  suppliers. 


>*   1 


IS  YOUR  COMPANY 
EXPANDING  ABROAD? 

DIVERSITY  IS  KEY  TO  GOING  GLOB/I 
AT  WWW.HEMNET.COI 


Tommie  Burns,  Founder,  T&WA 


purchasing   for  all   of  North  Ameri 
manufacturing  points.   (See  the  sidi 
on  this  page  for  a  profile  of  Toyota's 
successful    minority   supplier,   Tomr 
Burns.) 

On  the  dealer  front,  Toyota 
encouraging  diversity  among  both 
Toyota  and  Lexus  dealers  in  the  Uni 
States.  Through  a  proactive  program  t 
was  substantially  enhanced  in  19* 
more  opportunities  for  minority  i 
women  dealer  candidates  have  been  ( 
ated.  Toyota  Motor  Sales,  U.S.A. 
assisted  dealers  like  Edward  Fitzpatri 
an  African  American  Lexus  dea 
Fitzpatrick  believes  that  Toyota's  comn 
ment  to  him  and  to  minority  dea 
overall  will  create  a  bottom-line  imp 
for  the  company.  "People  across 
country  can  see  that  Lexus  does  supp 
minority  dealerships.  It  creates  a  posii 
for  the  company." 

Building  Winning 
Partnerships 

American  Express  is  committed 
providing  customers  with  products  < 
services  that  help  them  do  more.  C 
of  the  ways  the  company  seeks  to  se 
the  needs  of  diverse  business  marl 
is  through  the  Diverse  Busir 
Partnerships  group,  which  reaches  oui 
national  organizations,  small  busine: 
and  city  and  state  governments. 

"We  have  found  that  by  offer 
diverse  business  groups  a  single  pc 
of  contact  for  all  of  our  services,  we 
better  able  to  meet  the  needs  of  marl 
that  may  have  traditionally  been  unc 
served,"  says  Alvenia  Rhea  Albright,  dii 
tor  of  the  Diverse  Business  Partr 
ships  group.  "Our  focus  is  on  develop 


It  blurs  the  line  between  needs  and  wants, 


The  1999  Chrysler  Town  &  Country  Limited.  A  vehicle  that  boasts  luxuries  like  Dual 
Zone  Temperature  Control  and  leather-trimmed  seating  for  seven.  Add  in  eight-way 
power  heated  front  seats  with  two  drivers-seat  memory  settings,  and  you'll  see  why 
Town  &  Country  won  Strategic  Vision's  1998  Total  Quality  Award™  for  "Best  Ownership 
Experience"  in  minivans!  Info?  Call  1.800.CHRYSLER.  Or  visit  www.chryslercars.com. 


ENGINEERED  TO  BE   GREAT  CARS 


PUDVCI  CDTOWN& 


ategic  Vision's  1998  Vehicle  Experience  Study71'  surveyed  32,191  Oct.  -  Nov.  new  vehicle  buyers  of  200  models  after  the  first  90  days  of  ownership. 
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long-term  relationships  so  that  we  can 
help  organizations  define  business  needs, 
provide  relevant  training  programs  and 
determine  products  and  services  that  can 
help  them  reach  business  objectives." 

American   Express   offers   training 


programs  on  topics  including:  creating 
an  effective  business  plan,  developing  a 
marketing  program,  personal  and 
business  financial  planning  and  succes- 
sion planning.  Currently,  the  company 
is  working  with   a   range   of  organiza- 


tions, including  the  National  Dei 
Association,  which  represents  Afri 
American  dentists,  the  National  Con 
ence  of  Puerto  Rican  Women  and 
San  Francisco  Gay-Lesbian  Commui 
Center. 

Lorenzo  Wilson,  district  mana 
American  Express  Financial  Advisors, 
conducted  financial  planning  semii 
for  several  organizations  that  have  lean 
about  American  Express  services  throi 
the  Diverse  Business  Partnerships  gro 
"There  are  thousands  of  companies 
there  bidding  for  people's  financial  c 
lars,"  says  Wilson.  "One  of  the  ways 
set  ourselves  apart  is  through  our  fo 
on  developing  a  long-term  relations 
and  in  being  a  trusted  advisor." 

"It's  really  a  win-win  relationsh 
Albright  says.  "By  providing  training  ; 
products  that  help  organizations  m 
their  business  objectives,  we  are  able 
help  them  be  successful  and  grow." 


REACHING  OUT 

TO  COMMUNITIES 


Most  companies  with  successful  community  economic  development  (CED)  programs  ha 
tied  their  community  involvement  to  their  business  goals.  Along  with  strengthening  the  economi 
and  providing  a  pool  off  talent  in  the  communities  in  which  they  operate,  companies  see  communi 
outreach  as  a  means  of  enhancing  corporate  image  and  sending  a  positive  signal  to  shareholders) 

■  BMW  is  a  major  supporter  off  the  Governor's  School  off  Science  and  the  Governor's  School  ffor  th 
Arts  in  South  Carolina,  two  state-sponsored  schools  that  provide  bright  students  with  the  opportu 
ity  to  attend  challenging  programs.  BMW  has  also  been  a  major  supporter  off  the  world-renownr 
Spoleto  International  Arts  Festival  held  in  Charleston,  South  Carolina.  Through  BMW's  gift  to  the  n 
South  Carolina  Aquarium,  all  school  children  will  be  admitted  to  the  aquarium  at  no  cost. 


■  Dun  &  Bradstreet  Corporation  spon- 
sored this  year's  United  Way  Day  off 
Caring  in  Lehigh  Valley,  Pennsylvania, 
where  over  1,500  of  its  employees  live 
and  work.  In  what  has  become  the 
largest  single-day  volunteer  effort 
in  Lehigh  Valley,  more  than  1,050 
employees  from  48  local  companies 
participated  by  spending  a  day  work- 
ing at  one  of  58  local  charities. 

■  IBM  encourages  employee  volun- 
teerism  through  its  Fund  for  Community 
Service.  Through  this  program,  IBM 
extends  grants  to  community  organiza- 
tions or  educational  institutions  in  which 
employees,  retirees  or  their  spouses  are 
actively  involved.  Since  its  inception, 
grants  ffor  more  than  37,000  projects 
have  totaled  over  $62  million. 


Goals  of  Community  Investment 

Percent  of  respondents 
Enhance  corporate  image 
Develop  trust  In  the  company 

Develop  local  talent 

Support  programs  with 
specific  goals/Impact 

Improve  ability  to  recruit 

Protect  current  Investment 

Retain  executives  and  employees 

Broaden  tax  base 

Strengthen  supplier  base 

Expand  customer  base 

Create  new  markets 

Meet  compliance  requirements 

Operate  more  economically 


Top  row  Jason  Hwang,  Barbara  Kuzniar,  Gregg  A.  Knowles,  Ray  Nagle.   Middle  row:  Dolores  Leonard. 
Bottom  row:  Janice  Won,  Michael  A.  Jaime,  Rozlyn  Anderson  and  Frank  Gomez. 


The  way  we  see  it,  everything  that  makes  us  unique,  makes  our  work  force  that 
much  stronger  in  a  diverse  world.  Our  commitment  is  to  create  an  environment  in  which 
the  best  people  do  their  best  work,  and  that  means  building  a  company  in  which  differences 
are  respected  and  valued.  We  recognize  that  this  goal  is  a  challenging  one,  and  we  know 
we're  not  there  yet.  But  our  candor  is  matched  only  by  our  determination  in  reaching  this 
goal-to  cultivate  a  broader  base  of  people  whose  differences  can  truly  make  a  difference  for 
our  business  and  our  clients. 


The  right  relationship  is  everything.5 

Q  CHASE 


»ww.  chase,  com 


1998  The  Chase  Manhattan  Corporation. 
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YESTERDAY'S  MESSAGE 
WONT  WORK  FOR  TODAY'S 
DIVERSE  CUSTOMERS. 

HOW  TO  SHAPE  COMPELLING  MESSAGES 
FOR  DIVERSE  MARKETS 
AT  WWW.HEMNET.COM 


GM  has  a  diversity  exhibit  that  is 
sent  at  numerous  African  American  I 
Hispanic  conventions,  conferences 
expos  throughout  the  U.S.,  and  sr. 
sors  the  traveling  Henrietta  Marie  Si 
Ship  exhibit. 

"The  bottom  line  is,"  Robl 
says,  "we're  in  a  real  dogfight  to  incn 
our  sales  and  market  share  in  the  ol 
all  market.  We  simply  cannot  affon 
neglect  any  opportunity  to  increase 
business." 


Attention 

to  the  Customer 

"In  less  than  one  lifespan,  racial 
and  ethnic  minority  groups  will  out- 
number non-Hispanic  whites  in  this 
country,"  notes  Roy  S.  Roberts, 
General  Motors  vice  president  and  gen- 
eral manager,  field  sales,  service  and 
parts.  Roberts  told  a  group  of  GM 
organizational  leaders  at  the  company's 
first  annual  Diversity  Day  last  spring 
that,  "The  number  of  working  women 
is  at  an  all-time  high.  The  point  is, 
whether  we're  talking  about  women, 
African  Americans,  Hispanics,  Asians 
or  'one-eyed  purple  people  eaters,'  any- 
one who  is  a  paying  customer  for  our 
products  and  services  deserves  our 
attention." 

To  forge  relationships  with 
women,  who  in  1996  represented  25 
percent  of  truck  sales,  GM  sponsors 
numerous  corporate  marketing  activi- 
ties. For  example,  GM  is  the  exclusive 
sponsor  of  the  WNBA,  the  professional 
women's  basketball  league.  GM  is  also 
involved  in  "Concept  Cure,"  a  partner- 
ship with  the  fashion  industry  that  has 
raised  over  $700,000  for  the  fight 
against  breast  cancer. 

African  American,  Hispanic  and 
Asian  buyers  collectively  accounted  for 
15  percent  of  industry  retail  car  sales  in 
1996,  says  Roberts,  and  nine  percent  of 
truck  buyers.  GM  has  created  targeted 
advertising  through  specific  agencies  to 
focus  on  these  markets.  "It  is  critically 
important  that  our  message  be  tailored 
to  specific  audiences  because  we  care 
about  them  as  consumers,"  Roberts 
adds.  "We  want  to  get  the  right  message 
to  them,  we  want  them  to  be  our  cus- 


tomer. We  want  to  be  able  to  tell  them 
about  the  attributes  of  our  products 
better  than  anyone  else." 

To   reach  customers   one-on-one, 


Reflecting  the 
Diversity  of  the 
Customer  Community 

Chrysler  Chairman  and  C 
Robert  J.  Eaton  notes  that  the  a 
pany's  diversity  goals  are  twofold.  F 
Eaton  has  pledged  to  assure  t 
Chrysler's  workforce  reflects  the  gh 


BUILDING  DIVERSE 

BUSINESS  PARTNERSHIPS 

"Within  the  Asian  American  community,  there's  very  little  aw; 
ness  about  financial  education  or  financial  literacy,"  says  G* 
Boromeo,  publisher  of  Asian  Enterprise  magazine.  So  wl 
Boromeo  heard  about  American  Express's  efforts  to  reach  out  i 
provide  information  to  minority  communities,  she  contac: 
Alvenia  Rhea  Albright,  American  Express's  director,  global  dive 
business  partnerships. 

Together,  Boromeo  and  Albright  crafted  a  partnership  that 
include  a  series  of  seminars  targeting  the  Asian  American  comr 
nity  in  San  Francisco  and  Los  Angeles.  The  seminars  are  intenc 
to  build  relationships  with  community  groups  and  provide  inforr 
tion.  American  Express  will  also  support  the  Asian  Entrepreneui 
the  Year  awards,  cosponsored  by  Asian  Enterprise  and  the  As 
Business  Association  in  San  Francisco. 

Boromeo  sees  her  group's  relationship  with  American  Express  a 
long-term  commitment  ensured  by  Albright's  approach.  "The  fi 
thing  that  needs  to  be  done  from  a  community  perspective  is 
earn  trust.  We're  talking  about  finance  —  money  is  a  very  sensit 
subject  to  discuss.  Alvenia  is  doing  the  right  thing.  She's  gett 
to  know  the  community,  she's  laying  the  groundwork 
building  our  trust,"  says  Boromeo. 


Albright 

and 


itulates  the  Vu  f-  mily,  owners  of  Crustacean  restaurants  in  San  Francisco 
Hills  and  recipi    its  of  the  1998  Asian  Entrepreneur  of  the  Year  award. 


I  Let's  Make  the  Ride 


>gether. 


'Nissan  North  America 
Corporate  Diversity  Statement 

Nissan  North  America  (NNA)  and  its 
affiliates  arc  committed  to  fair  and  equal 
opportunity  in  all  facets  of  their  business 
operations.  NNA  is  responsible  for  overall 
coordination  of  diversity  initiatives  among 
its  employees,  dealers,  suppliers,  customers, 
and  corporate  relations  activities.  The  CEOs 
and  senior  management  teams  of  NNA  and 
its  affiliates,  along  with  every  employee, 
share  a  responsibility  for  fostering  processes 
to  achieve  and  maintain  diversity  in  their 
respective  organizations.  All  of  us  must 
encourage  and  value  diversity  as  strongly 
as  we  reject  discrimination. 


'n. 
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Minority-Owned  Supplier 
Purchasing  Goals 

It  is  the  goal  of  Nissan  North 
America,  with  respect  to 
its  North  American  outside 
purchasing  dollars  expenditures, 
to  achieve  at  least  a  five  percent 
ratio  of  expenditures  through 
minority-owned  suppliers 
by  2002. 


lliis  includes  parts  used  by  Nissan  Motor  Manufacturing  Corporation  U.S.A.  (NMMC).  It  is  also  the 
intention  of  NNA  to  increase  the  number  of  its  minority-owned  suppliers  by  25  percent  during  that 
period.  NNA  will  request  that  its  Tier  1  suppliers  also  meet  the  five  percent  goal. 


Nissan  Motor  Corporation  U.S.A. 
Market  Representation  Diversity 

Nissan  Motor  Corporation  in  U.S.A.  (NMC),  Nissan's  sales  and  distribution  company,  has  primary 
responsibility  for  diversity  development  among  its  dealer  distribution  network  in  the  U.S.  It  is  the  goal 
of  NMC  to  increase  overall  minority  dealer  representation  by  25  percent  between  1998  and  2002. 
NMC's  plans  also  include  doubling  its  African-American  dealer  count  during  that  period. 


Enjoy  the  ride.1 
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communities  it  serves.  Second,  he 
wants  to  lead  Chrysler  toward  a  culture 
that  uses  diversity  to  its  competitive 
advantage. 

To  meet  these  goals,  Chrysler  has 
worked  hard  to  recruit  and  retain  a 
diverse  workforce.  In  the  last  six  years, 
more  than  half  of  the  employees  hired 
by  Chrysler  have  been  women  or 
minorities,  and  the  company  has  been 
recognized  as  an  "Employer  of  Choice" 
by  numerous  national  publications  and 
organizations. 

Chrysler  is  strongly  committed 
to  doing  business  with  minority  sup- 
pliers. The  automaker  initiated  the 
Second  Tier  program,  which  requires 
Chrysler's  first-tier  suppliers  to  main- 
tain at  least  five  percent  of  their  busi- 
ness with  minority  suppliers.  The 
number  of  minority  dollars  per  vehi- 
cle has  grown  from  $320  in  1993  to 
$710  in  1997  —  more  than  a  100 
percent  increase.  In  the  1998  model 
year  just  completed,  Chrysler  out- 
sourced $1.8  billion  with  minority 
companies. 

Jethro  Joseph,  manager  of  special 


DOES  YOUR 

WORKFORCE  LOOK  LIKE 

YOUR  CUSTOMERS? 

DON'T  UNDERESTIMATE  THE  LINK  BETWEBI 

DEMOGRAPHICS  AND  DOLLARS.  DETAIIi 

AT  WWW.HEMNET.COl 


supplier  relations  for  Chrysler,  says 
that  "The  marketplace  is  the  ultimate 
beneficiary  of  what  we  do.  We  feel 
that  buying  from  minority  suppliers 
eventually  ends  up  benefiting  the 
minority  community,  and  as  a  result, 
it  will  give  minority  employees  the 
buying  power  to  buy  our  vehicles." 

To  encourage  support  from  these 
markets,  Chrysler  is  involved  in  numerous 


community  outreach  efforts.   In  f;| 
it  is  the  only  manufacturer  to  inch 
The    College    Fund/UNCF,    Hispa 
Association    of   Colleges    and 
versifies    and    the   American    Ind| 
College   in   its   matching   grants   pj 
gram.  Targeted  advertising  to  Hispa 
and   African    Americans    has    led : 
increased    market   share    in   virtuu 
every  vehicle  segment. 


REALIZING  THE 

AMERICAN  DREAM 


Economic  factors  that  constitute  the  American  Dream  —  higher  household  income,  home  and  small-bi 
ness  ownership  and  college  education  —  are  being  attained  by  ethnic  minorities  (African  Americai 
Hispanics  and  Asian  Americans)  three  times  faster  than  white  Americans.  Because  of  this  rapid  grow 
these  groups  are  expected  to  reach  parity  with  the  white  population  early  in  the  next  century. 


'The  implications,  both  social  and  economic,  are 
vast,"  says  Alfred  L.  Schreiber,  executive  vice 
president-general  manager  of  Stedman  Graham  & 
Partners,  a  unit  of  True  North  Communications 
that  conducted  the  study  along  with  Market 
Segment  Research  and  DemoGraph  Corporation. 

In  the  period  studied,  the  compound  annual 
growth  rate  (CAGR)  of  home  purchases  for  ethnic 
Americans  grew  1 3.3  percent  versus  4.46  percent 
for  nonethnic  Americans,  a  298  percent  differ- 
ence. The  number  of  postsecondary  degrees  for 
ethnic  Americans  averaged  a  CAGR  of  7.2  percent 
versus  2.1  percent  for  nonethnic  Americans. 

"Powered  by  this  spectacular  growth,  the  ethnic 
market  is  taking  its  place  alongside  the  tradi- 
tional nonethnic  market,"  says  Schreiber.  He 
adds,  "Companies  that  tap  into  the  'New  America' 
can  gain  recognition  and  brand  loyalty  that  will 
provide  a  critical  edge  for  expanding  their  busi- 
nesses in  the  next  century-" 


Multicultural  American  Dream  Indej 

Historical  Annual  Growth  Rates 
(Percent) 


13,30% 


Combined  Minorities 


Source:  Stedman  Graham  &  Par 
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How  can 
you  make 
sure  you 
get  the 

future  you 
deserve? 

You've  worked  hard. 
Achieved.  Given  back. 
And  now  it's  time  to 
make  sure  you  and 
your  family  enjoy  the 
future  you've  been 
working  toward. 

An  American  Express 
financial  advisor  can 
give  you  the  expertise 
and  insight  you  need  to 
make  smart  decisions. 
We  offer  advice  on 
funding  your  child's 
college  education, 
investment  strategies, 
and  retirement  planning. 
Everything  you  need  to 
take  control  of  your  future. 

Call  1-800-GET-ADVICE 
and  own  your  world. 

www.americanexpress.com/advisors 


Financial 
Advisors 
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A  Role  Model 
for  Diversity 

With  the  breaking  of  ground  for 
BMW  Manufacturing  Corp.'s  plant  in 
Spartanburg,  South  Carolina,  in  1992 
came  a  pledge  that  the  company  would 


serve  as  a  catalyst  for  change  in  the 
community.  The  results  show  success 
in  the  manufacturing  company's  strong 
commitment  to  diversity,  as  well  as 
BMW's  innovative  strategy  for  build- 
ing diversity  into  the  sales  workforce 


(see  sidebar  on  page  24). 

"When  BMW  came  here,  we  re: 
advanced  the  idea  of  a  whole  n 
industry  in  South  Carolina," 
Robert  Hitt,  manager  of  public  affa 
BMW  Manufacturing.  The  opening 
the  plant  gave  BMW  the  opportur 
to  bring  with  it  22  companies  to  si 
port  and  supply  the  operation,  rep 
senting  close  to  2,500  people.  In  a 
junction  with  the  building  of 
plant,  BMW  set  up  a  minority  ad 
sory  board  to  help  ensure  that  min 
ity  businesses  would  be  part  of 
construction.  "During  the  constr 
tion,"  recalls  Hitt,  "minority  busin 
enterprises  (MBEs)  represented  o 
21  percent  of  the  work." 

BMW  continues  to  value  diveni 
within  the  completed  plant,  which  ci 
rently  makes  the  popular  Z3  and 
Roadsters  and  Z3  and  M  Coupes, 
have    age    diversity,    gender    divers: 


DEALER  DIVERSITY:  THE  AUTO  INDUSTRY 
ENCOURAGES  A  BETTER  BUYING  EXPERIENCE 


■  "Dealers,  consumers  and  shareholders  need  to  appreciate  that  having  i| 
diverse  retail  distribution  network  allows  you  to  effectively  reach  a  diverrl 
audience,"  says  Sheila  Vaden-Williams,  executive  director  of  the  Nation-! 
Association  of  Minority  Automobile  Dealers.  "Clearly,  manufacturers  wrl 
have  committed  to  putting  ethnic  minorities  in  viable  opportunities  wil 
appropriate  support  are  seeing  results." 

■  Nissan  Motor  Corporation  has  committed  to  increasing  minority-owned  deal 
erships  by  25  percent  and  doubling  the  number  of  African  American  dealership! 
by  2002.  John  Williams,  manager  of  strategic  representation,  says  the  compail 
will  try  to  match  any  available  dealer  opportunity  with  a  qualified  minority  appl 
cant.  "We  have  established  a  process  to  match  qualified  candidates  with  aval 
able  points  and  we  will  achieve  our  objective,"  Williams  says.  "Once  we  do,  wei 
set  new  benchmarks.  Our  goal  is  to  make  this  a  normal  part  of  business." 


Sheila  Vaden-Williams, 

Executive  Director  of  the 

National  Association  of 

Minority  Automobile  Dealers 


■  At  Chrysler,  an  aggressive  dealer  diversity  program  began  in  1984.  Cecil  Ward,  manager,  Chrysleil 
Retail  Dealer  Development  Program,  has  the  right  of  first  refusal  in  filling  any  open  Chrysler  dealershi  I 
The  number  of  minority-owned  dealerships  has  increased  55  percent,  to  130  minority  dealers,  from  191 
to  this  year.  Ward  says  minority  dealers  are  running  at  an  average  92  percent  profitability,  a  point  or  tv 
higher  than  the  general  dealership  group. 

■  BMW  is  committed  to  increasing  minority  ownership  of  its  dealerships.  Of  about  340  retail  centei 
30  are  owned  by  minorities  or  women. 

■  Toyota's  dealer  diversity  program  was  substantially  enhanced  in  1997  to  include  outreach  effor 
and  financial  assistance.  Through  the  program,   candidates  have  been   identified  and  Toyota 
working  to  build  a  more  diverse  dealer  body. 

■  General  Motors  has  479  minority-  and  women-owned  dealerships.  GM's  Minority  Dealer  Develo 
ment  Academy  Program  has  been  recognized  for  its  high  success  rate. 

H  Ford  has  the  largest  number  of  minority-operated  dealerships  among  U.S.  automobile  manufacti 
ers,  including  the  highest  percentage  of  African  American  deale  s. 


RAISE 
YOUR  MONEY 


TO  THE 
NEXT  POWER. 


Introducing  The  New 
Money  Manager  Account. 

It's  the  account  that  combines  the  earnings 
potential  of  investing  with  the  convenience  of 
checking.  In  fact,  it  gives  your  money  the  power 
to  work  harder  -  which  could  help  you  earn  more. 
For  more  information  or  to  open  an  account, 
call  NationsBanc  Investments,  Inc.  at 
1-800-446-0913  or  visit  any  NationsBank 
banking  center  and  ask  for  more  information. 

NationsBank 

NationsBanc 
Investments,  Incr 


Investment  products  are  offered  by  NationsBanc  Investments,  Inc.  and  are: 


Not  FDIC-Insured  *  May  Lose  Value  *  No  Bank  Guarantee 


NationsBanc  Investments,  Inc.  is  a  registered  broker-dealer  and  member  NASD. 

For  more  information,  including  charges  and  expenses,  call  NationsBanc  Investments,  Inc.  at  1-800-446-0913  for  a  current  prospectus. 

Please  read  the  prospectus  carefully  before  you  invest. 


Visit    our    website    at    www.nationsbank.com/investments 
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racial  diversity  and  educational  diver- 
sity all  built  into  the  way  we  operate 
and  think,"  says  Hitt.  In  addition,  the 
company's  identity  as  an  international 
organization  brings  more  diversity  to 
the  table. 

"We  have  people  from  different 
continents  here,"  says  Hitt.  "So  we're 
going  to  take  the  concept  of  diversity, 
in  many  ways,  to  its  ultimate  level." 

The  plant  has  a  zero-tolerance 
policy  for  discriminatory  remarks  or 
behavior  and  expects  employees  to  be 
professional.  Over  300,000  hours  of 
training  have  been  logged  at  the  plant, 
including  communication  skills  and 
techniques  for  working  in  effective 
teams.  "We  put  as  much  emphasis  on 
communicating  as  we  do  on  any  type 
of  technical  training  that  goes  on 
here,"  comments  Hitt,  "because  we 
can't  have  success  if  people  only  know 
technical  functions.  They've  also  got  to 
know  how  to  work  together  and  value 
differences." 

A  Multifaceted 
Commitment 

Affirmative  action,  equal  employ- 
ment policies  and  generous  charitable 
giving  remain  mainstays  at  corpora- 
tions such  as  BellSouth.  However, 
the  telecommunications  company  has 
gone  beyond  those  classic  practices  to 
make  diversity  a  strategic  business 
imperative. 

As  Duane  Ackerman,  BellSouth's 
chairman  and  chief  executive  officer, 
says,  "We  work  hard  to  serve  all  our 
customers  and  support  the  communi- 
ties in  which  we  do  business.  But  we 


also  strive  to  have  an  employee  and 
supplier  base  that  is  representative  of 
the  communities  we  serve." 

BellSouth's  aggressiveness  is  rep- 


resented in  areas  ranging  from  empk 
ment  to  vendor  spending.  For  examp 
.more  than  26  percent  of  the  co 
pany's  domestic  workforce  are  minoi 
employees  and  more  than  half 
BellSouth  managers  are  minorities 
women. 

More  than  30  percent  of 
products  and  services  purchased 
BellSouth  were  through  minority-  a 
women-owned  vendors,  and  the  co 
pany  did  business  with  more  than  5 
African  American-owned  companies 
1997.  In  addition,  more  than  20  p 
cent  of  BellSouth's  advertising  bud; 
was  used  to  reach  minority  audience 

BellSouth  is  also  using  its  tec 
nological  capabilities  to  help  prep; 
children  —  particularly  kids  in  inm 
city  schools  —  for  the  Informati 
Age.  The  company's  NetDay  init 
tive    invests    $25    million    in    pub 


BMW  ACADEMY: 

CREATING  A  WORLD-CLASS  SALES  FORCE 

As  an  import  automaker  and  sales  organization  operating  in  tt 
U.S.,  BMW  of  North  America  has  come  up  with  a  unique  trainii 
program  to  integrate  managers  into  the  organization  and  ffost 
diversity  at  the  retail  level. 

The  BMW  Academy,  begun  in  1995,  is  an  intensive  two-week  trai 
ing  course  that  provides  new  retail  employees  (those  who  hat 
been  with  the  company  for  a  minimum  off  three  weeks)  the  oppc 
tunity  to  gain  company  knowledge,  product  knowledge,  proce 
knowledge  and  time  to  practice  skills  so  that  they  can  return 
their  dealerships  as  very  productive  employees,  according  to  To 
McGurn,  BMW's  general  manager,  retail  and  industry  relations. 

The  existence  off  the  academy  provides  dealers  with  a  way  to  hi 
more  diverse  candidates  who  might  have  worked  outside  off  tl 
auto  industry,  and  have  them  return  immersed  in  BMW  knowledg 

BMW  has,  in  fact,  increased  the  number  off  minorities  in  its  salt 
force.  "Typically,  our  sales  force  profile  was  young,  white  at 
male,  and  we  wanted  to  have  more  diversity  to  reflect  our  own 
population  and  the  general  population,"  says  McGurn. 


Diversity  isn't  having 


140,000  PEOPLE. 


IfS  VALUING  THE  OPINIONS 


OF  EVERY  SINGLE  ONE. 


At  PricewaterhouseCoopers,  we've  found  diversity  lends  something  essential  to  business. 
Perspective.  For  great  insight  can  come  from  anywhere  and  anyone. 
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www.pwcglobal.com 

©  1998  PricewaterhouseCoopers  LLP.  PricewaterhouseCoopers  refers  to  the  U.S.  firm  of  PricewaterhouseCoopers  LLP 
and  other  members  of  the  worldwide  PricewaterhouseCoopers  organization. 


There  was  a  lot  of  crumpled  sheet  metal. 


A  lot  of  smashed  parts.  But 


Ford  Taurus  walked  away  from  government  fri  si 


in  its  class.*  That's  the  highest  rating  you  can  get. 


Sure,  it's  a  historic  first.  But  then,  what  else  would  you  expect 


from  a  car 


that's  built  to  last? 


"Driver  and  passenger  front  crash  test.  Government  data  only  use1il  in  comparing  vehicles  within  500  pounds.  Class  is  medium  cars  starting  under  $20,000. 
"Always  wear  your  safety  belt  and  secure  children  in  the  rear  seat. 


sh  tests  with  the  only  five-star  rating  ***** 


Ford  Taurus 


Second  Generation  airbags*'   Energy-absorbing  crumple  zones. 
Side  door  intrusion  beams.    3.0-Liter  V6. 


Built 


;     iMyr<l     : 


t°  Last 


1-800-258-FORDor 
www.fordvehicles.com 
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school  classrooms  for  Internet  access. 
BellSouth's  investment  is  reaching 
4,000  schools,  2  million  students  and 
172,000  educators. 

A  Key 

Business  Strategy 

At  Nissan  Motor  Corporation 
USA,  valuing  diversity  has  become  an 
integral  part  of  the  company's  business. 


To  be  more  competitive,  and  to  better 
understand  the  diverse  marketplace  and 
address  the  needs  of  today's  consumers, 
Nissan  is  implementing  initiatives  to 
increase  minority  representation  among 
its  dealer  body,  employees  and  suppliers. 
The  company's  management,  headed 
by  President  Minoru  Nakamura,  has 
demonstrated  a  staunch  commitment  to 
a  company-wide  diversity  initiative.  "As 


BELLSOUTr 


IVERSITY  LEADER  IN  TELECOMMUNICATIONS 


The  National  Association  for  the  Advancement  of  Colored  People 
(NAACP)  recently  recognized  BellSouth's  diversity  efforts  in  its 
Telecommunications  Report  Card  and  Consumer  Choice  Guide. 

The  NAACP  ranked  BellSouth  first  among  17  major  local,  long- 
distance and  wireless  companies  and  awarded  the  company  a  "B." 
The  evaluation  reviewed  efforts  in  the  areas  of  employment,  ven- 
dor spending,  charitable  contributions,  advertising  and  marketing 
spending  and  service  deployment. 

"BellSouth  is  a  company  that  can  set  a  standard  for  others  to  fol- 
low," says  NAACP  President  and  Chief  Executive  Officer  Kweisi 
Mfume. 


NAACP  President  and  CEO  Kweisi  Mfume  announces  the  organization's 
telecommunications  survey  results  at  a  press  conference  in  Washington. 


an  automobile  manufacturer,  we  h 
seen  a  dramatic  change  in  the  den 
graphics  of  our  buyers  and  business  p; 
ners,  including  suppliers  and  retail 
as  well  as  the  labor  market,"  s 
Nakamura.  "We  are  committed 
increasing  diversity  and  have  set  spec 
objectives  for  ourselves." 

In  September,  Nissan  (which  a 
includes  the  Infiniti  line  of  luxury  ve 
cles)  appointed  Tiarzha  Taylor  to 
position  of  manager,  diversity  strat 
and  coordination.  In  this  role,  Ta; 
oversees,  evaluates  and  coordina 
progress  at  Nissan  USA's  corporate  ofl 
in  Carson,  California.  To  ensure  const 
communication  with  and  support  fr< 
Nissan's  board  of  directors,  she  will  rep 
progress  in  achieving  the  compar 
diversity  objectives  within  the  dea 
body,  parts  and  supplier  purchaj- 
employee  development  and  commun 
outreach  on  a  quarterly  basis. 

Senior  managers  at  Nissan  are  a 
linking  a  part  of  their  compensation 
the  company's  success  in  achievi 
greater  diversity,  a  clear  indication  ti 
Nissan  management  is  taking  this  i 
tiative  seriously.  "We  have  commitmn 
from  the  top  levels  of  the  organizatic 
With  the  board  of  directors  reviewi 
diversity  as  a  standard  business  ager 
item,  coupled  with  senior  executi" 
tying  a  portion  of  their  compensation 
the  achievement  of  diversity  objectiv 
diversity  is  becoming  a  part  of  c 
everyday  business,"  notes  Taylor. 

In  June,  Nissan  appointed  Jo 
Williams  as  manager  of  strategic  rep 
sentation  to  help  increase  Nissan  a 
Infiniti's  minority  dealer  body  by 
percent,  and  double  the  Afric 
American  dealer  body  by  2002  (; 
sidebar  on  page  22).  He  is  also  dev 
oping  a  minority  dealer  developmt 
initiative,  which  will  help  the  compa 
achieve  its  minority  dealer  goa 
Recently  Nissan  approved  a  minori 
T.J.  Johnson,  as  dealer  of  the  n 
Tidewater  Nissan  in  Newport  Ne\ 
Virginia.  "This  is  only  the  beginni 
of  our  commitment  to  develop  c 
dealer  body  to  more  accurately  refl 
the  makeup  of  our  customers,"  s; 
Williams. 

Nissan  is  also  developing  init 
tives  to  increase  diverse  representati 
in  its  supplier  base.  Taylor  notes  tl 
Nissan  has  set  aggressive  supplier  goj 


ake    the    most    of    the    journey    in    the    32- valve,    290hp    Jaguar    XK8. 
s    a    connection    to    pure    inspiration    you    won't    find    at    every    turn. 


JAGUAITXK8 

A  new  breed  of  Jaguar 
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"Our  objective  is  to  increase  the  num- 
ber of  minority-  and  women-owned 
suppliers  by  25  percent  by  the  year 
2002,"  she  says.  Nissan  will  also  encour- 
age its  Tier  I  suppliers  to  purchase  at 
least  five  percent  of  their  expenditures 
from  minority-owned  suppliers. 

Another  example  of  Nissan's 
external  initiatives  is  the  company's 
Nissan  Neighbors  program,  a  community- 
focused  outreach  program  dedicated 
to  supporting  a  number  of  charitable 
organizations  in  the  United  States. 
Through  this  program,  Nissan  collabo- 
rates with  grassroots  organizations 
on  issues  facing  communities  nation- 
wide. Nissan  Neighbors  has  funded  a 
number  of  organizations  targeting 
minority  groups,  including  the  Los 
Angeles  Urban  League,  the  National 
Hispanic  Scholarship  Program,  the 
Mexican  American  Legal  Defense  and 
Educational  Fund  (MALDEF),  the 
Nissan  Historical  Black  Colleges  and 
Universities  Summer  Institute  and  the 
American  Indian  College  Fund. 

Nissan's  workforce  initiatives 
include  targeted  recruitment  and  a 
mentoring  program.  Nissan's  mentor- 
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ing  program  pairs  a  diverse  group 
of  midlevel  managers  with  senior 
managers  throughout  the  company 
to  share  information  and  learn  from 
one  another.  Williams  is  one  of  the 
proteges  in  the  program.  "Initially, 
I  was  the  biggest  skeptic  when  the 
mentoring  program  was  developed," 
explains  Williams.  "I've  experienced 
the  personal  and  professional  benefits 
this    type    of  program    can    bring   to 


an  individual,  and  I'm  now  more  cc 
mitted    than    ever    to    ensuring 
longevity." 

President  Minoru  Nakamura  ai 
"As  a  company  with  a  two  bill 
dollar  investment  in  North  America 
owe  it  to  ourselves,  our  consumers 
our  business  partners  to  comple 
embrace  this  minority  initiative."  I 
concludes,  "We  have  embraced  it,  J 
we  will  act  on  it." 


MmP0PmTYRBUs\NESSES  VUEL  CORPORATE  AMERICA 

"The  best  way  any  corporation  can  show  that  it  values  its  minority  customers  is  by  doing  busine 
with  them,"  says  Harriet  R.  Michel,  president  of  the  National  Minority  Supplier  Development  Courr 
(NMSDC).  The  organization  has  3,500  corporate  members  who  buy  products  and  services  from  15,0 
minority-owned  suppliers  in  the  U.S.  This  year,  the  largest  corporations  in  this  country  will  purcha 
approximately  $35  billion  in  products  and  services  from  minority-owned  enterprises  that  are  p« 
of  NMSDC. 

Automakers  represent  the  biggest  industry  supporter  of  minority  suppliers,  with  U.S. -based  au 
makers  having  entered  this  arena  25  to  30  years  ago,  and  foreign-based  automakers  with  U.S.  ope 
tions  following  suit.  Other  sectors  that  are  leaders  in  working  with  minority  suppliers  include  t 
telecommunications  and  high-tech  industries,  as  well  as  retailing,  says  Michel. 

Michel  sees  minority  suppliers  as  strong  supporters  of  their  communities.  "I  think  they  are  unherald 
heroes.  While  they  may  not  give  in  units  as  large  as  a  corporation,  they  support  an  awful  lot  of  wr 
goes  on  in  minority  communities  around  the  country,"  she  says.  By  doing  so,  these  businesses  of 
added  value  to  the  corporations  they  supply. 


Globalization  is  providing  another  driver  for  the  use  of  minority  suppliers.  "Most  large  American  c 
porations  have  overseas  operations,  and  many  of  the  countries  in  which  they  are  trying  to  compc 
are  countries  of  people  of  color,"  Michel  explains.  "If  you  can  travel  with  a  team  of  people  who  lo 
similar  to  the  citizens  of  the  country  in  which  you're  marketing,  you  have  an  advantage." 

While  corporate  trends  of  the  past  few  years,  such  as  mergers,  have  created  challenges  for  minori 
owned  businesses,  those  suppliers  that  have  grown  their  contracts  "are  really  becoming  signifies 
players,"  says  Michel.  "They  still  don't  equal  the  largest  of  the  large  suppliers,  but  their  dollars,  th 
participation  and  their  value  is  clearly  moving  up." 


. 
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Record  of 
scomplishment 

The  understanding  that  diversity 
good  tor  business  is  clear  at  Ford 
otor  Company,  where  diversity  is  dri- 
n  from  the  top  down.  Impressive 
mlts  have  been  achieved  in  areas  from 
deforce  diversity  to  supplier  relations 
dealer  ownership. 

Women  represent  nearly  20  per- 
nt  of  Ford's  workforce,  and  minorities 
arly  22  percent.  Recruiting  of  pro- 
ssional  women  and  minorities  is 
hieved  through  several  channels, 
eluding  designating  top-level  man- 
ors as  on-site  representatives  for  key 
liversities,  providing  financial  dona- 
ins  and  establishing  endowments  for 
holarships  for  women  and  minorities 
over  40  colleges  and  universities. 

In  the  area  of  supplier  relations, 
>rd  is  the  first  corporation  to  achieve 
irehases  ot  S2  billion  in  minority  pur- 
lases,  with  1997  totals  reaching  $2.2 
Jllion.  By  2000,  Ford  intends  to  have 
I.e  percent  of  its  purchases  made  from 
I  inority  suppliers  —  reaching  $2.5  bil- 
Sn.  These  supplier  contracts  not  only 
pip  the  minority-owned  businesses, 
Icy  also  put  dollars  back  into  the  corn- 
unity.  For  example,  Ford  is  working 
ith  the  OJ  Group  to  build  a  Detroit 
cility  to  consolidate  material  into  kits 
>r  foreign  assembly  operations.  The 
roject  will  create  400  jobs. 

Ford  Chairman  and  CEO  Alex 
rotman  recently  announced  a  new  pro- 
im  that  offers  financial  assistance  to 
ilea  U.S. -based  minority  suppliers. 
The  program  is  designed  to  help  Ford's 
referred  minority  suppliers  grow  with 
s  as  we  expand  globally,"  says  Trotman. 
It  provides  funding  to  help  suppliers 
ay  the  interest  on  new  loans  that  sup- 
on  Ford  growth.  It's  good  business  for 
lem  and  for  us." 

Ford  has  a  strong  minority  dealer 
rogram  in  place  in  an  effort  to  increase 
le  number  and  success  of  minority 
ealerships  even  though  the  dealerships 
re  independent  of  the  company.  To 
nsure  optimal  performance  in  terms  of 
rofitability,  customer  satisfaction  and 
larket  share,  Ford  provides  specialized 
raining,  consulting  and  financial  sup- 
ort  to  help  minority  dealers  succeed. 
he  success  is  evident:  Ford  has  over 
00  minority  dealerships,  representing 
4  percent  of  the  total  domestic  minority 


dealer  count.  With  more  African 
American  dealers  than  all  other 
automakers  combined,  Ford  was  re- 
cently awarded  the  first  Summit 
2000  Ronald  H.  Brown  Vision  Award 
for  helping  to  foster  economic  self- 
sufficiency  in  the  African  American 
business  community. 

It's  clear  that  not  only  the 
changing  composition  of  the  labor 
force,  but  also  the  new  market  reali- 
ties are  driving  business  leaders  to 
incorporate  diversity  into  every 
aspect  of  their  business.  "In  the 
future,  I  think  diversity  will  be 
viewed  as  a  fundamental  tool  in  help- 
ing organizations  be  the  best  they  can 
be,"  says  Diversity  Consultant 
Terrence  Simmons,  president  of 
Simmons  Associates,  Inc.  "Leaders 
will  recognize  that  everything  their 
organization    does    involving   people 

—  sales,  marketing,  employee  pro- 
ductivity, new  product  development, 
even  core  values  for  the  organization 

—  also  involves  diversity." 

The  dramatic  rise  in  buying 
power  among  the  diverse  groups  that 
represent  the  new  America  is  evident. 
Smart  companies  understand  that  by 
failing  to  diversify  their  workforces 
or  send  messages  that  directly  reach 
all  potential  customers,  they  will  lose 
out  on  the  market  of  the  21st  centu- 
ry. The  term  "minorities"  no  longer 
applies  to  populations  that  represent 
an  ever-increasing  contribution  to  the 
economy.  A  failure  to  reach  these 
audiences  will  be  noticed  by  share- 
holders, who  want  to  invest  in  com- 
panies that  make  smart  business 
decisions. 

Because  of  the  increasing  impor- 
tance of  diversity  to  the  bottom  line, 
we  will  continue  our  series  throughout 
1999  in  FORBES.  We  will  highlight  the 
visionary  leaders  and  successful  com- 
panies that  have  recognized  diversity  as 
a  business  imperative. 
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The  church  versus  the  mall 


Americans  are  becoming 
a  whit  less  materialistic, 
Dan  Yankelovich  believes. 
What  does  that  augur  for 
the  economy? 

By  Dyan  Machan 

Daniel  Yankelovich,  74,  of 
Yankelovich  Partners,  is  a  pioneer  in 
social  and  political  research.  We  share 
lunch  at  the  serene  Essex  House 
restaurant  in  New  York  City.  He's  in 
the  process  of  moving  from  his  Con- 
necticut house  to  La  Jolla,  Calif,  for  the 
winter.  Taking  a  break  from  packing, 
he  shares  his  thoughts  on  the  big 
picture. 

He  sets  the  tone  by  dropping  a 
bombshell:  "It's  not  an  exaggeration 
right  now  to  say  the  world  economy 
hinges  on  the  outlook  of  the  American 
consumer." 

How's  that?  Not  the  Asian  econo- 
my? Not  the  trade  deficit?  Not  spend- 
ing on  technology?  Not  on  what 
Greenspan  does,  or  on  how  badly 
Long-Term  Capital  Management  hurt 
the  world's  banking  system? 

Yankelovich  brushes  all  that  aside. 
So  long  as  Americans  keep  flashing 
plastic  in  the  malls,  the  world  econo- 
my will  do  okay.  So  long  as  they  keep 
buying  French  wine  and  Japanese  cars 
and  Korean  sneakers  and  taking  Mex- 
ican vacations,  those  countries  will  be 
able  to  buy  American  goods  and  ser- 
vices and  the  world  will  keep 
humming. 

The  only  worry  is  that  Americans 
could  be  scared  into  not  spending. 

We  ask  him  to  explain.  The  analysis 
gets  a  bit  complicated,  but  it's  worth 
following. 

He  thinks  the  American  psyche 
undergoes  periodic  cultural  revolu- 
tions through  what  he  calls  a  "lurch- 
and-learn"  process.  In  the  1970s  we 
lurched  from  a  postdepression  mental- 
ity into  a  smug  comfort  zone  almost 
overnight.  In  the  decades  since,  we've 
been  sorting  it  out,  learning  as  we  go. 

A  waterfall  trickles  on  behind  us. 

194 


Lunch  arrives.  Yankelovich,  pleasant 
but  formal,  keeps  going. 

"In  the  1950s  we  sacrificed  for 
family,  for  God  and  country.  In  the 
1960s  we  questioned  whether  we 
needed  to  sacrifice  like  mom  and  dad 
did  if  times  were  good.  In  the  1980s 


sacrifice  went  out  of  fashion  as  we  set 
tied  into  the  Have-It-All  Era. 

"In  the  decade  of  the  1990s  we  dis 
covered  that  'having  it  all'  doesn' 
work,"  he  explains.  The  drug  cultur 
brought  sad  consequences.  Freer  se 
ran  into  the  AIDS  epidemic.  So-calle< 
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cial  analyst  Daniel  Yankelovich 

icans  have  a  lot, 
t  are  realizing 
we  can't  have  it  all. 


quality  time — in  which  parents  could 
juggle  highly  demanding  careers  and 
the  needs  of  their  family  without  any 
tradeoff — has  become  a  horrible  joke. 
"The  culture  of  affluence  is  fading 
pow,"  he  says.  It's  being  replaced  by  a 
new  interest  in  the  spiritual  side  of  life. 


"It's  a  yearning  that  has  nothing  to  do 
with  church  and  sectarianism,  but  with 
a  search  for  why  the  so-called  material 
good  life  does  not  bring  happiness. 

"Our  children  are  growing  up  with 
lots  of  possessions — but  will  they 
become  responsible,  sharing  adults?" 

As  a  mother,  I  am  too  shaken  by  that 
remark  to  take  a  bite  of  my  lobster 
salad.  Recovering,  I  ask  for  a  name  for 
the  new  era.  Crab  cake  on  fork, 
Yankelovich  says,  "Hmmm  .  .  .  okay: 
It's  the  You-Can't-Have-It-All 
Decade." 

Good-bye  to  smugness — and  good- 
bye, too,  to  the  illusion  that  we  could 
spend  our  way  to  happiness. 

And  how  does  this  affect  econom- 
ics, world  prosperity? 

The  consumer  confidence  level,  as 
measured  by  the  Conference  Board,  a 
New  York  City  think  tank,  has  been 
declining  rapidly.  Yankelovich  thinks  it 
will  fall  even  more  as  have-it-all  gets 
replaced  by  can't-have-it-all. 

Looking  up  from  his  food,  he 
glances  at  other  diners,  then  returns  to 
his  theme.  "Now  it  gets  interesting 
because  of  what's  happening  in  the 
stock  market,"  he  says.  While  we  were 
lunching,  it  was  going  down  rather 
alarmingly. 

He  worries  that  writers  have  already 
started  using  the  words  "crash"  and 
"depression."  That  bothers  him.  If  the 
headlines  scare  people  enough,  they 
may  cut  up  some  of  their  credit  cards. 

Using  these  words,  he  says,  is  irre- 
sponsible: Our  economic  fundamen- 
tals are  sound,  given  our  low  inflation 
and  interest  rates,  coupled  with  our 
dominance  as  the  world's  center  of 
information  technology.  Even  if  we 
have  a  recession,  it  will  be  controllable. 
It  won't  build  on  itself. 

To  quote  F.D.R.,  the  only  thing  we 
have  to  fear  is  fear  itself?  He  nods.  "If 
the  American  consumer  stops  believ- 
ing in  the  future,  stops  taking  risks  and 
slips  into  gloom,  it  could  trigger  a 
global  depression." 

Would  he  describe  the  new  mood  as 
a  return  to  the  values  and  customs  of 
the  Eisenhower  era  ? 

"Society  never  really  turns  back.  In 
1998  Americans  are  more  cUscriminat- 
ing,  and  with  uncertainty  creeping  into 
the  economy,  more  risk- averse.  They 
realize  they  can't  have  the  wonderful 
career  without  some  tradeoff  in  their 


quality  of  life." 

Does  that  mean  fewer  women  in 
the  work  force?  Does  it  mean  that 
workaholics  will  kick  back  and  become 
beach  or  ski  bums?  Not  necessarily,  he 
answers:  "It's  hard  to  quit  when 
you're  ahead.  Many  are  wondering 
and  dreaming — but  not  acting." 

But  people's  dreams  influence 
how  they  act  and  their  attitude 
toward  their  work.  Taking  a  sip  of 
his  bottled  water,  Yankelovich  strikes 
a  note  similar  to  the  one  struck  by 
Peter  Drucker  in  Forbes'  cover 
story  of  Oct.  5:  "In  terms  of  work- 
place, we're  talking  about  more  dia- 
logue and  less  command  and  con- 
trol. You  don't  hire  people  from  the 
neck  down  anymore." 

"If  a  chief  executive  has  a  vision,  the 
success  of  the  company  depends  on 
his  associates'  buying  into  the  vision 
and  taking  it  as  their  own.  You  achieve 
nothing  by  handing  your  staff  the 
vision  statement  and  stating:  'These 
are  the  orders.  Follow  them.'  It  just 
doesn't  work  that  way. 

"Today  we  have  a  wonderfully  com- 
plex mix  of  the  old  and  the  new.  I'm 
sure  that  Bill  Gates  does  not  run  a 
wonderfully  democratic  organization. 
But  he  does  give  his  employees  a  great 
deal  of  liberty  in  how  they  do  their 
work.  That's  what  people  care  about. 
Americans  simply  will  not  put  up  with 
unquestioned  authority,  be  it  the  gov- 
ernment, the  church,  the  boss  or  even 
the  doctor." 

Touching  on  a  delicate  subject,  I 
ask  him  about  losing  his  wife  three 
years  ago  in  a  car  accident.  Has  it  col- 
ored his  view  of  the  world?  "No,"  he 
says.  It  hasn't.  "Sure,  it  could  lead  to 
feeling  there  is  nothing  but  chaos  in 
the  world,"  he  says  softly,  "and  that 
life  is  hard  and  painful,  but  it  isn't.  My 
view  of  the  future  is  positive,  and  my 
work  actually  contributes  to  that  view. 
I  have  enormous  respect  for  the 
public's  judgment  over  the  long  haul. 
It  gives  me  faith  in  our  future." 

It's  an  interesting  perspective, 
putting  culture  and  psychology  ahead 
of  economics.  Yankelovich  figures 
that  Americans  will  keep  trooping  to 
the  shopping  centers  but  will  also  be 
spending  more  time  in  church.  They 
will  continue  to  savor  the  good  life — 
but  will  spend  more  time  pondering 
its  meaning.  H 
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Strikes  at  two  of  its  plants  are  clobbering  Titan 
International's  profits.  The  boss  regards  the  strikes 
as  part  of  the  cost  of  doing  business  his  way. 

The  Grizz  gets 
grizzly 


By  Christopher  Palmeri 

The  members  of  United  Steelworkers 
Local  164  in  Des  Moines,  Iowa  may 
be  in  for  a  long,  cold  winter.  More 
than  600  workers  at  the  Titan  Inter- 
national tire  plant  there  have  been  on 
strike  since  April.  Some  strikers  hold 
signs  calling  Titan's  founder  and  chief 
executive  a  "corporate  terrorist." 

But  it  takes  more  than  name-calling 
to  get  under  the  skin  of  Maurice 
(Morry)  Taylor,  54,  the  rough-hewn, 
Michigan-born  entrepreneur  who  two 
years  ago  ran  a  ten-month,  $15  mil- 
lion campaign  for  the  Republican 
presidential  nomination.  Known  as  the 
Grizz  for  his  grizzly-bear  temper, 
Taylor  says  he'll  never  run  for  office 
again.  If  he  does,  he  won't  get  much 
union  support.  The  union  has  filed 
grievances  with  the  National  Labor 
Relations  Board  charging  Taylor  with 
failure  to  bargain  in  good  faith.  It 
recently  struck  another  Titan  plant  in 
Natchez,  Miss.  Last  summer  the 
union  brought  Jesse  Jackson  to  Des 
Moines,  where  he  led  a  crowd  in  a 
chant  of  "Down  with  Sorry  Morry!" 

The  union  wants  a  pension  plan 
instead  of  the  current  401(k),  medical 
benefits  for  retirees  and  limits  on  over- 
time work.  These  are  all  things  the 
union  negotiated  away  after  Titan 
bought  the  moneylosing  Des  Moines 
facility'  from  Pirelli  Armstrong  Tire 
Corp.'in  1994  for  $50  million. 

With  the  Des  Moines  plant  turned 
profitable,  the  Iowa  economy  at 
record  low  unemployment  and  the  last 
contract  up,  the  union  now  figures  it 
can  get  some  of  those  benefits  back. 
To  say  nothing  of  wage  parity  with 
workers  at  Goodyear  and  Bridge  - 
stone/Fircstone,  who  earn  an  average 
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of  $33  an  hour  in  wages  and 
benefits,  versus  $21  an  hour 
for  Titan  workers.  MM 

Much  of  that  sounds  rea- 
sonable, but  Taylor  isn't  buying  it. 
"The  union  asks  me,  'Why  can't  you 
pay  the  same  as  Goodyear?'"  Taylor 
answers  the  question:  "Because  I'm 
not  Goodyear,  and  if  I  were  to  do  that 
I'd  go  brokeV 

Taylor's  problem  is  this:  He  built 
Titan  into  a  big  company  by  buying 
and  reopening  ancient  plants.  He  can 
make  them  competitive  only  by  paying 
nonunion  wages. 

A  former  wheel  salesman,  Taylor 
teamed  up  with  a  now-deceased  Cana- 
dian industrialist  to  buy  a  shuttered 
wheel  plant  in  Quincy,  111.  for  $6  mil- 
lion cash  in  1983.  By  targeting  niche 


Morry  Taylor 
Can't  count  on 
the  union  vote. 


markets,  cutting  costs  and  acquirin 
other  troubled  plants,  Taylor  bui 
Titan  into  the  world's  largest  maker  c 
wheels  for  things  like  tractors,  eartl 
moving  equipment  and  all-terrain  veh 
.cles.  He  took  Titan  public  in  1993. 
Taylor  soon  began  steering  t 
company  into  the  tire  business.  Th 
move  expanded  Titan's  sales  to  near! 
$700  million,  from  $150  million  i 
1993.  But  it  also  brought  Titan  an 
its  hotheaded  chairman  into  a  coll 
sion  course  with  the  unions:  Th 
wheel  business  is  largely  nonunioi 
whereas  the  tire  industry  is  domina 
ed  by  the  Steelworkers,  who  merge 
with  the  rubberworker 
union  in  1995. 

Following  the  same  stratx 
gy  he  used  in  wheels,  Taylc 
kept  capital  costs  down  b 
buying  older  plants  like  th 
one  in  Des  Moines.  He  ci 
layers  of  management  an 
shifted  the  product  mix  froi 
automotive  to  specialty  tire 
Titan  is  now  the  on 
major  tire  producer  als 
making  wheels.  "With  or 
purchase  order,  Titan  ca 
send  us  wheels  and  tin 
already  painted,  mounte 
and  matched,  on  on 
pallet,"  says  Robert  Buckne 
a  purchasing  manager  at  a 
agricultural  unit  of  Cas 
Corp.  "It's  a  neat  package 
a  competitive  price." 

Too  competitive,  th 
union  says,  and  accon 
plished  on  the  backs  < 
workers.  With  the  strik 
Titan's  earnings  are  expecte 
to  fall  well  below  the  $2 
million,  or  $1.10  per  share,  of  199! 
Titan's  stock  has  collapsed  to  a  fou 
year  low  of  $10.  Though  the  D< 
Moines  plant  is  operating  without  tl 
union,  Taylor  admits  that  the  time  h 
engineers  spend  training  new  worke 
in  Des  Moines  has  delayed  opening  < 
a  new  plant  in  Brownsville,  Tex.  an 
the  rollout  of  a  new  tire  and  whe> 
line,  projects  in  which  the  compar 
has  invested  more  than  $100  millioi 
Growls  Local  164  President  Joh 
Peno:  "Taylor  needs  to  decide  if  I 
wants  to  run  Titan  or  the  Titanic. 
Responds  Taylor:  "We  had  1,100  sig 
up  for  200  jobs  in  Natchez."  ■ 
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he  has  1200  on  her  SATs, 


\nd  mutual  funds 


ow  you  can  fund  a  college  education  with  a  name 
ou' trust.  GE. 

Bay,  attending  a  private  college  for  four  years  costs  over  $80,000. 
Mr  a  child  bom  today,  it  will  be  well  over  $200,000.  Be  ready  when 
ley  are  with  mutual  hinds  from  GE  Financial  Assurance.  The  GE 
milv  of  mutual  hinds  has  over  $20  billion  in  assets,  so  take  advantage 
four  expertise,  and  get  the  innovation  you've  come  to  expect  from  GE. 
or  more  information,  speak  with  your  broker  or  financial  advisor, 
hr  call  1-800-242-0134  or  visit  us  at  www.ge.com/mutualfunds. 
'Tiether  it's  for  college  funding,  retirement  or  anything  else, 
hen  v<  >u  think  of  mutual  funds,  think  of  GE. 


We  bring  good  things  to  life. 


vestment  products  available  from  the  GE  Financial  Assurance  family  of  companies,  part  of  GE  Capital. 
E  Funds  are  distributed  by  GE  Investment  Distributors,  Inc.  Member  NASD/SIPC. 


partnerships.  And  the  passion  for  useful  innovation  that  drives  us  to  seek  ti 

Better  answers: 


ions  to  your  toughest  problems.  For  more  answers,  better  answers,  visit  www.compaq.com/me  or  call  1-800-AT-COMPAQ. 


While  rumors 
swirl  about  what 
Lucent  may 
do  in  the  U.S., 
the  company's 
real  future  lies 
in  global 
expansion. 


u 


Disr 


By  Scott  Woolley 

The  Wall  Street  buzz 
on  Lucent  Technologies 
these  days  is  all  about 
what  big  data-communi- 
cations company  it  may 
soon  buy.  Rumored  targets  include 
Ascend  Communications  and 

3Com.  This  to  better  take  on  Cisco 
Systems  in  networking  gear  as  voice 
and  data  converge  in  a  huge 
telecommunications  market. 

But  while  the  headlines  focus  on 
what  the  $30  billion  (worldwide 
sales)  Lucent  may  do  in  the  U.S.,  the 
real  action  for  Lucent  is  overseas.  Its 
goal  is  to  become  a  major  player  in 
no  fewer  than  55  countries. 

The  stakes  are  huge.  The  world- 
wide market  for  the  stuff  Lucent 
sells  was  $380  billion  last  year.  The 
company  figures  that  number  will 
hit  $650  billion  by  2001,  a  71%  rise 
in  four  years. 

Lucent's  chief  executive,  Richard 
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McGinn — who  joined  AT&T  as  a 
desman  in  1969 — hopes  to  capture 
big  chunk  of  that  increase.  He's  on 
lis  way.  Last-quarter  overseas  sales — 
vhich  account  for  one-fourth  of 
otal  sales — were  up  41%. 
Domestically,  they  rose  just  17%. 
Mthough  McGinn  won't  give  a  firm 
arget  for  international  sales  growth, 
\c  says  the  majority  of  Lucent's 
)pportunity  lies  outside  the  U.S. 

McGinn's  timing  is  very  good. 
Traditionally  foreign  suppliers  like 
he  French  giant  Alcatel  or  govern- 
nent-ow  ned  entities  such  as  Japan's 
s.TT  once  had  a  stranglehold  on 
ocal  markets.  No  more. 

Thanks  to  a  wave  of  deregulation, 
here  are  more  than  1,000  new  over- 
Ms  phone  companies,  all  hungry 
for  the  latest  equipment. 
International  long  distance  tariffs  are 
being  driven  down  courtesy  of  a  new 
World  Trade  Organization  agree- 
ment. Formerly  state  owned  tele- 
phone monopolies — Germany's 
Deutsche  Telekom,  Japan's  NTT, 
Brazil's  Telebras — must  contend  with 
upstart  competition. 
Lucent  Chief  Daniel  Stanzione, 
Rich  McGinn  Lucent's  chief  oper- 
Trying  to  ring  up  ating  officer,  puts  it 
profits  oveseas.  this  way:  "Dis- 
^■i  ruptions  help  us." 

In  Spain  full 
telecommunications  competition  is 
scheduled  to  begin  Dec.  1.  Lucent 
Reentry  completed  a  $45  million 
ong  distance  network  for 
Retcvision,  a  small  competitor  look- 
ing to  take  on  Spain's  version  of 
AT&  l ,  the  giant  Telefonica  S.A. 

But  Telefonica,  a  sleepy  monop- 
oly no  more,  is  a  much  larger 
potential  customer  for  Lucent.  And 
not  just  in  Spain,  where  it  needs  the 
latest  equipment  to  keep  pace 
with  Retcvision  and  others. 
Telefonica  just  won  numerous  bids 
to  provide  cellular  and  wired  phone 
service  in  Brazil.  Of  the  $4  billion 
it  intends  to  dole  out  in  contracts 
over  the  next  four  years,  Lucent  is 
likely  to  win  a  big  share. 

In  any  market  where  an  incumbent 
begins  to  face  competition  we  have  an 
opportunity  to  challenge  their  rela- 
tionship with  their  existing  supplier," 
says  Stanzione.  And  in  most  cases  the 
company  can  sell  to  both  sides. 
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Might  Telefonica  get  irked  at 
Lucent's  aid  to  Retevision?  "That 
underestimates  the  maturity  of  the 
company's  leadership,"  scoffs 
Bernardus  Verwaayen,  who  runs 
Lucent's  international  operations. 

In  the  last  two  years  100  compet- 
itive carriers  have  sprung  up  in 
Germany.  Twenty  have  purchased 
Lucent  equipment.  And  since  newly 
privatized  Deutsche  Telekom  is 
no  longer  run  by  government 
bureaucrats,  there  is  less  pressure 
to  award  contracts  to  Germany's 
biggest  native  telecom  equipment 
maker,  Siemens.  Last  year  Deutsche 
Telekom  spent  $110  million  in 
wireless  systems  alone  with  Lucent, 
whose  German  operations  are 
overseen  by  Hans  Huber,  a  former 
Deutsche  Telekom  executive. 

"The  incumbent  carriers  have 
a  totally  new  attitude,"  says  Eric 
van  Amerongen,  a  former  Alcatel 
executive  who  oversees  Lucent's 
European  operations.  "They  used  to 
be  an  instrument  of  industrial  poli- 
cy," he  says.  "Now  they  care  about 
quality,  cost  and  speed."  All  of  which 
help  explain  why  Lucent's  net, 
before  special  charges,  increased  52% 
to  $2.3  billion  in  the  Sept.  30,  1998 
fiscal  year. 

In  many  ways  the  international 
markets  are  mirror  images  of  the 
one  in  the  U.S.  Here,  Lucent's 
equipment  pervades  existing  net- 
works, a  relic  of  its  days  as  the  in- 
house  supplier  of  AT&T.  From 
AT&T  to*  Bell  Atlantic  to  GTE, 
Lucent  has  the  inside  track,  since  its 
equipment — and,  perhaps  more 
important,  its  hugely  complicated 
software — is  already  embedded  in 
the  network. 

Overseas,  Lucent  is  the  one 
trying  to  horn  in  on  established  rela- 
tionships. Stanzione  recalls  a 
trip  to  Brazil  when  the  communica- 
tions minister  left  him  cooling 
his  heels  after  their  scheduled  meet- 
ing time.  The  reason  for  the  delay? 
The  minister  was  attending  a  party 
celebrating  the  75th  anniversary  of 
Ericsson  in  Brazil.  Lucent,  the  new 
kid  on  the  block,  obviously  didn't 
warrant  the  same  attention. 

'What  about  the  world  economic 
turmoil?  McGinn  professes  little 
worry.  In  battered  Asia  he  sees  the 


market  growing  at  16%  annually  for 
the  next  three  years,  buoyed  by 
China.  Lucent  will  grow  even  faster 
than  that,  he  claims.  Despite  the 
damage  to  Brazil's  economy  from 
high  interest  rates  and  the  threat  of 
currency  devaluation,  McGinn 
expects  the  Latin  American  market 
to  grow  by  20%  annually  for  the 
next  three  years.  He  could  be 
upstaged  by  Ericsson  and  still  do 
pretty  well.  ■■ 


Foreign  assault 

Lucent  is  jumping  with  both 
feet  into  developed  and  develop- 
ing countries  alike.  Here's 
what  it's  doing  in  some  key 
markets: 


•Western  Europe.  Strong 
foothold  in  the  Internet  service 
provider  market,  not  its  tradi- 
tional strength.  Forty- five  per- 
cent of  European  isps  now  buy 
equipment  from  the  company. 
But  Lucent's  late  entry  in  GSM, 
the  European  standard  for  cellu- 
lar phones,  has  hurt  its  efforts  in 
the  European  wireless  market. 

•Asia.  Despite  the  economic 
turmoil,  Lucent  is  still  hiring 
in  the  region.  China  has  been 
a  particular  source  of  strength, 
since  its  government  has 
made  telecommunications 
infrastructure  a  priority.  Despite 
the  macroeconomic  problems, 
Lucent  expects  16%  growth 
in  Asian  demand  for  telecom 
equipment  over  the  next 
three  years,  2%  more  than  in 
the  U.S. 

•Latin  America.  More  than  half 
of  the  region's  Internet  service 
providers  use  Lucent's  equip- 
ment, the  company  says.  Privati- 
zations in  Brazil  and  Mexico 
have  led  to  giant  investments  in 
telecom  infrastructure.  Result: 
The  region  is  Lucent's  fastest 
growing  market,  expanding  at 
20%  per  year. 

-S.W. 
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Neil  Weinberg  will  soon  return  to  Forbes  in  the  U.S.  after  serving  for  three  years  as  our  bureau  manager  in  Tokyi 
He  sums  up  his  Japanese  experience  in  this  postmortem. 

In  the  name  of  the  common  good, 

the  Japanese  people  have  come  to  accept  a  system 

that  is  inimical  to  their  best  interests. 

Opiate  of  the  masses 


By  Neil  Weinberg 

Walk  into  any  store  in  Japan  and 
the  raunchiest  pornographic  maga- 
zines, pulp  fiction  books  and  heavy 
metal  compact  discs  likely  sell  for 
exactly  the  prices  publishers  dictate. 
No  discounting  here,  or  through 
newspaper  circulation  drives 
or  magazine  wholesalers. 
Why  so?  Because  pub- 
lishers of  books,  mag- 
azines, music  and 
newspapers  are 

specifically  exempt 
from   antimonop- 
oly  law.  They  are 
free      to      fix 
prices       and 
pull       mer- 
chandise 
from       any 
wholesaler 
or     retailer 
who     dares 
to  discount. 

The  pretext 
for     this     legal 
cartel  is  as  flimsy  as 
can  be:  Supposedly  it 
ensures  that  people  in 
the     remotest    village 
have  the  same  "access  to 
cultural   material"   as   city 
dwellers. 

"Leaving  it  [pricing]  to  the 
market  is  a  completely  irresponsible 
stand  toward  newspapers,  which  are 
a  commodity  of  speech  sustaining  a 
democratic  society,"  Tadao  Koike, 
chairman  of  the  Japan  Newspaper 
Publishers  &  Editors  Association,  said 
last  year.  At  worst  the  statement  is 
downright  cynicism,  at  best  self-serv- 
ing self  deception. 
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The  system  Koike  defends  in  fact 
protects  Japan's  many-tiered  distrib- 
ution system  and  politically  important 
but  inefficient  small  retailers.  One 
more    example    of 


Japan's  economic  malady  is 
deeper  than  tottering  banks 
or  real  estate  bubbles.  Those 
are  symptoms.  The  sickness 
is  phony  egalitarianism. 


how  Japan  coddles  an  obsolete  stati 

quo.  Yet  the  media  barons  who  ru 
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killers    in    Japan,    since    i 

Large -Scale  Retail  Store  Law  sti 

limits  the  advance  of  big-box  store 

The  argument  is  that  their  efficienc 

gives  them  an  unfair  advantage  ov< 

mom-and-pop  operators.  Ignored 

the  fact  that  Japanese  consumers  ai 

required  to  pick  up  the  tab  for  pre 

tecting  these  small  retailers. 

If  you  get  sick  under  Japan's  socia 
ized  health  care  system,  the  goverr 
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Strategic       Investments 


We're  pleased  to 
bring  the  promise  of 
new  growth  to  these 
fine  companies. 


TRG  ASSOCIATES,  LLC 

Acquisition 

of  Limited 

Liability  Company 

Interest 

PENN  NATIONAL 
HOLDING  CORPORATION 

Preferred 
Stock 

October  1997 

January  1997 

EXAMEN,  INC. 

TOWER  GROUP  INC. 

Common 
Stock 

Preferred 
Stock 

December  1996 

January  1997 

NOVA  AMERICAN 
GROUP  INC, 

LANCER  FINANCIAL 
GROUP  INC. 

Senior 
Secured  Note 

Common 
Stock 

November  1995 

May  1998 

At  American  Re  Strategic  Investments,  our  highly 
innovative  approach  to  creating  unique  financial 
solutions  enables  us  to  meet  our  clients' specific  needs  — 
by  providing  long-term  capital  to  companies  who  are 
seeking  to  grow  and  realize  strategic  objectives. 

We  also  invest  in  and  form  strategic  alliances 
with  emerging  companies  that  have  revolutionary 
technologies  or  services  that  can  directly  benefit  our 
clients'  bottom  lines. 

Since  1989,  we  have  invested  more  than  $100  million 
in  promising  insurance  and  insurance-related  companies 
nationwide.  We  will  continue  this  tradition  of  supporting 
our  clients  for  years  to  come  by  providing  them,  not  only 
with  growth  capital,  but  with  access  to  American  Re's  full 
range  of  services.  These  include  asset  management, 
specialized  insurance  and  reinsurance  consulting 
services,  underwriting  management  as  well  as  additional 
financial  products  that  provide  integrated  solutions  for 
mitigating  risk. 

For  more  information,  call  your  American  Re 
Account  Executive.  To  contact  American  Re  Strategic 
Investments  directly,  call  609-419-8662,  or  visit  our  website 
at  www.amre.com/arsi. 

American  Re  jSE 
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For  more  information,  visit  www.sap.com/usa  or  call  1-800-283-1SAP. 


D  business  software  helps  you  think  big,just  like  these  growing  companies.  It  connects  your 


►pie  by  linking  their  departments  together.  So  you  can  all  share  information, 


rk  faster  and  cut  costs.  To  help  big  ideas  take  shape  fast,  we'll 


you  up  and  running  according  to  your  schedule  and 


iget.  SAP  business  software  lets  you  think 
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d  sizes. 


WW 

b*Til  dr   /! Better  1 


Return  On  Information'!' 


ment  will  set  the  price  of  your  medi- 
cine. Doctors  and  hospitals  have  a  dis- 
incentive to  use  generic  drugs  since 
cutting  costs  cuts  the  margins  between 
what  they  pay  and  the  fixed  price. 

Little  wonder  the  Japanese  pay 
more  than  almost  everyone  else  for 
consumer  goods.  Rice,  their  staple 
food,  costs  Japanese  2.4  times  what 
Americans  pay. 

With  so  many  barriers  to  free  com- 
petition, Japanese  workers  are  25%  less 
productive  than  Americans.  FORBES 
has  noted  Japan's  opening  of  markets 
for  everything  from  portable  phones 
to  insurance.  It  has  profiled  entrepre- 
neurs who  have  outwitted  die  bureau- 
crats and  built  businesses  in  tightly 
regulated  sectors,  like  temporary 
employment  and  retailing.  Yet  the  old, 
hidebound  way  of  running  things  still 
stifles  wide  areas  of  the  economy. 

"Bad  egalitarianism"  is  how 
Hisayoshi  Katsumata,  a  professor  of 
economics  at  Tokai  University, 
describes  such  thinking.  "Japanese 
egalitarianism  is  bad  because  the 
focus  is  not  on  equal  opportunity  but 
on  equal  results,"  he  says. 

This  phony  egalitarianism  has  even 
influenced  bank  lending.  For  decades, 
banks  ignored  creditworthiness  and 
charged  all  customers  virtually  the 
same  interest  rates.  In  the  rare  event 
a  borrower  went  under,  his  land  col- 
lateral was  as  good  as  gold  anyway 
since  legions  of  land-use  restrictions 
acted  as  virtual  government  price 
supports. 

The  system  proved  fatally  flawed 
when  the  unthinkable  happened  early 
this  decade  and  land  prices  started 
sliding.  Bad  debt  soared.  Razor-thin 
loan  margins  left  banks  tottering.  In 
recent  months  a  slew  of  books  and 
articles  have  appeared  in  Japanese  on 
credit-rating  agencies — as  if  segre- 
gating debtors  by  credit  risk  and 
charging  accordingly  were  revolu- 
tionary ideas. 

Even  at  diis  time  of  self-doubt  and 
amid  stirrings  of  reform,  the  old  prej- 
udices remain  strong.  The  ruling 
party  and  finance  ministry  mandarins 
are  now  replaying  the  old  goso  sendan, 
or  convoy  system,  in  which  good  and 
bad  banks  cooperate  to  drift  along  in 
tandem.  They  have  steadfastly  vowed 
to  prop  up  all  large  banks,  whatever 
their  condition,  rather  than  liquidate 


You  won't  find  many 
category  killers  in  Japan, 
since  laws  still  protect  mom- 
and-pop  retailers— and  leave 
the  tab  to  consumers. 


the  weaker  ones  as  was  done  in  Texas 
at  the  time  of  the  S&L  crisis  there. 

This  urge  to  take  care  of  everybody 
has  made  investing  in  Japanese  assets 
somewhat  risky.  The  government  has 
raised  billions  of  dollars  in  recent 
years  selling  off  pieces  of  Japan 
National  Railways,  the  former  public 
monopoly.  To  privatize  its  regional 
units,  the  government  separated 
them  from  the  old  system's  $200  bil- 
lion in  debt. 

Then  the  government  had  second 
thoughts.  Strapped  for  cash,  it  last 
month  loaded  the  seven  firms,  includ- 
ing three  exchange-listed  railways, 
with  a  total  of  $1.5  billion  in  extra 
debt.  Naoko  Matsumoto,  an  analyst 
at  Merrill  Lynch  in  Tokyo,  figures  this 
will  trim  publicly  listed  jr  East's 
pretax  earnings  5%  this  year  and  cut 
into  profits  through  the  year  2017. 

"The  government  broke  the 
promise  it  made  to  shareholders  in 
the  company  prospectus,"  says  Matsu- 
moto. "It's  very  Japanese  and  very 
emotional,  but  that's  how  die  system 
here  works." 

American  pacemaker  suppliers  have 
become  lightning  rods  for  criticism  in 
Japan  for  charging  prices  roughly 
double  those  back  home.  Gouging? 
Hardly.  Medical  equipment  makers 
are  not  allowed  to  sell  directly  to  hos- 
pitals in  Japan,  as  they  do  in  the  U.S. 


They  must  sell  through  layers  o 
middlemen. 

Why  do  the  Japanese  put  up  witl 
such  inefficiency,  which  lowers  thei 
living  standards?  In  part  because  inef 
ficiency  has  been  justified  as  a  mean 
of  maintaining  social  harmony,  say 
Masao  Miyamoto,  a  psychiatrist  whe 
wrote  a  bestselling  book  entitlec 
Straitjacket  Society.  "I  call  it  the  'co: 
munization  of  ability,'  "  he  says.  "In  i 
place  where  talented  or  creativ 
people  become  victims  [of  envy  an< 
harassment],  it  makes  sense  for  every 
body  to  work  inefficiendy." 

Marx  called  religion  the  opiate  o 
the  masses.  In  Japan  it  is  fair  to  sa 
that  egalitarianism  is  the  opiate  of  th< 
masses.  In  its  name  the  privileged  an 
powerful  persuade  the  masses  tc 
accept  policies  harmful  to  the  bes 
interests  of  the  masses.  Japanesi 
women  face  rampant  discriminatioi 
in  the  workplace,  but  seeking  equa 
treatment  would  mean  demanding 
that  the  existing  order  bend  to  thr 
whims  of  the  individual — a  selfisl 
proposition  in  a  land  of  groupthink 

If  there  is  a  bright  spot,  it  is  tha 
egalitarianism  is  neither  part  o 
Japan's  ancient  heritage  nor  neces 
sarily  its  destiny,  says  Yukio  Noguchi 
a  professor  at  University  of  Tokyo' 
Research  Center  for  Advanced  Sci 
ence  &  Technology  and  author  o 
The  1940  System  (Forbes,  Dec. 
1995).  He  points  out  that  earlier  ii 
this  century  free  markets  flourishec 
in  many  sectors,  such  as  electrii 
power,  until  a  fascist  governmen 
gearing  up  for  war  in  the  year 
around  1940  restricted  competition 
labor  market  flexibility  and  man 
other  practices.  Somehow  thos< 
practices  have  been  institutionalize( 
under  democratic  forms. 

"The  1940  system,  under  whicl 
everyone  worked  toward  a  singl 
objective,  functioned  well  in  rapidl 
developing  manufacturing  industries, 
says  Noguchi.  "The  problem  is  tha 
we're  still  using  the  old  system  in  ai 
era  when  the  objective  is  uncertaii 
and  we  have  to  find  it  by  trial  anc 
error.  The  present  system  is  not  ou 
fate.  It  won't  be  easy,  but  it  can  b< 
changed." 

He  could  have  added:  If  it  isn' 
changed,  Japan  itself  may  be  doomei 
to  economic  mediocritv.  ■ 
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_e  people  who  can  get  the  best  out  of  yours. 


Improving  Business  Results  Through  People 
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By  Robert  H.  Nelsoi 


Judicial  activism  in  reverse 


The  Supreme 
Court  ruled 
that  the  federal 
government 
could  not 
directly  "com- 
pel the  states 
to  enact  or 
administer 
a  federal 
regulatory 
program." 


As  I  write,  200  million  Americans — 75%  of 
the  U.S.  population — live  in  states  with 
Republican  governors.  Most  of  the  Republi- 
can governors  up  for  reelection  are  easy  win- 
ners— Bush  in  Texas,  Pataki  in  New  York, 
Engler  in  Michigan,  Ridge  in  Pennsylvania. 

Yet  while  the  Republicans  thrive  at  the 
state  level,  they  wither  at  the  national  level. 
Republicans  have  controlled  the  House  and 
Senate  since  the  1994  elections,  but  witness 
their  passage  of  a  new  federal  budget  as 
greasy  with  pork  as  any  in  recent  history 
and  bereft  of  significant  tax  cuts.  When  it 
comes  to  being  Washington  tax-and-spend 
establishmentarians,  the  Republicans  are 
hard  to  tell  from  the  Democrats. 

Not  so  at  the  state  level.  Governor 
Tommy  Thompson  of  Wisconsin  pioneered 
welfare  reform,  setting  the  stage  for  the  fed- 
eral legislation  in  1996.  U.S.  welfare  rates 
have  been  plummeting  ever  since,  some- 
thing that  seemed  impossible  only  a  few 
years  ago.  While  reform  of  the  cumbersome 
federal  superfund  law  has  gone  nowhere  in 
Congress,  state  governments  have  been 
busy  adopting  "brownfield"  and  other  legis- 
lation to  clean  their  own  toxic  backyards  in 
a  cheaper  and  more  flexible  fashion.  Sharp 
declines  in  crime  rates  across  the  U.S.  have 
resulted  in  part  from  new  policing  tech- 
niques and  better  judicial  administration  at 
the  state  and  local  levels. 

Though  an  electorate  wanting  change  has 
given  control  of  both  Congress  and  most  of 
the  statehouses  to  Republicans,  only  from 
the  statehouses  have  Republicans  delivered 
any  real  change. 

Now  the  Republican  governors  have  an 
opportunity  to  deliver  even  more.  Ever 
since  the  Civil  War  the  federal  government 
has  been  gaining  power  at  the  expense  of 
the  states.  This  trend  was  accelerated  in  the 
Progressive  era  at  the  turn  of  the  century 
and  again  by  FDR's  New  Deal.  Aid  the 
courts  had  to  go  along. 

Before  the  New  Deal,  the  Supreme  Court 
routinely  enforced  interstate  commerce, 
Tenth  Amendment,  and  other  explicit  con- 
stitutional provisions  that  set  clear  limits  on 
federal  power.  From  the  New  Deal  on, 
however,  the  Supreme  Court  engaged  in 


what  legal  scholars  call  "judicial  nullifica- 
tion" of  such  limits  in  the  Constitution. 

But  there  are  signs  that  the  courts  are 
having  second  thoughts.  In  a  1992  New 
York  case  on  radioactive  waste,  the  Supreme 
Court  ruled  that  the  federal  government 
could  not  directly  "compel  the  states  to 
enact  or  administer  a  federal  regulatory  pro- 
gram." In  1995,  in  the  Lopez  case,  the 
Supreme  Court  ignored  legal  precedents 
going  all  the  way  back  to  the  New  Deal  and 
ruled  that  the  Feds  had  no  constitutional 
basis  for  prohibiting  the  simple  possession 
of  a  handgun  in  the  vicinity  of  a  local 
school.  The  court  stated  that  it  would  be 
necessary  to  establish  that  possession  of  a 
handgun  would  "substantially  affect"  inter- 
state commerce. 

The  Brady  law  for  gun  control  had 
required  local  officials  to  administer  gun 
checks  as  instructed  by  federal  officers.  Jus- 
tice Scalia's  majority  opinion  in  the  1997 
Printz  case  declared  such  federal  "comman- 
deering" of  state  and  local  officials  to  be 
unconstitutional.  In  late  1997  a  federal 
appeals  court  explicitly  drew  upon  this 
evolving  body  of  Supreme  Court  federalism 
doctrine  to  strike  down  the  Army  Corps  of 
Engineers'  regulatory  authority  over  many 
wetlands.  The  4th  Circuit  found  that  the 
Corps  was  claiming  "sweeping  and  constitu- 
tionally troubling"  jurisdiction  over  many 
wetlands  that  "have  nothing  to  do  with  nav- 
igable or  interstate  waters." 

This  new  federalism  trend  offers  a  great 
opportunity  to  all  those  Republican  gover- 
nors. They  should  encourage  their  attorneys 
general  to  bring  more  suits  challenging  fed- 
eral actions  that  exceed  the  constitutionally 
prescribed  federal  role.  Obvious  candidates 
would  be  many  environmental  laws,  much 
of  the  federalization  of  ordinary  criminal 
law,  workplace  laws  like  those  on  sexual 
harassment  and  federal  land  use  regulations, 
among  many  others. 

For  decades  the  left  has  used  the  judiciary 
to  enhance  the  powers  of  the  federal  gov- 
ernment. The  time  is  right  for  Republican 
governors  to  ask  the  courts  to  enforce  the 
Constitution  in  order  to  roll  back  federal 
power-grabbing.  ■■ 


Robert  H.  Nelson  is  a  professor  in  the  School  of  Public  Affairs  at  the  University  of  Maryland  and  senior  fellow  of  the  Competitive  Enterprise  Institute. 
His  latest  book  is  Public  Lands  and  Private  Rights  (Rowman  &  Littlefield).  E-mail:  Rnelson@puafmail.umd.edu. 
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Robert  8osch  Corporation. 


Thanks  to  Bosch 
headlights,  fewer 
things  are  going 
bump  in  the  night. 


The  road  at  night  is  full  of  surprises.  A  fraction  of 
a  second  can  be  the  only  difference  between  being 
seen  or  being  seen  no  more.  Fortunately,  the  drive  to 
making  driving  at  night  safer  is  being  led  by  Bosch. 
Take  our  latest  bright  idea,  the  xenon  Litronic  head- 
light. Unlike  previous  systems,  it  doesn't  have  an 
incandescent  bulb.  Instead,  there's  an  electronically 
controlled  gaseous-discharge  lamp  that  leaves  even 
halogen  headlights  in  the  dark.  In  fact,  the  light  pro- 
vided by  xenon  is  closer  to  daylight  so  it's  less  tiring 
on  the  eyes.  And  because  Litronic  illuminates  the 
road  better,  particularly  at  the  side  of  the  road  and  on 
the  bends,  you  can  actually  see  things  a  lot  clearer. 
This  should  bring  a  little  relief  to  everyone  on  the 
road,  however  small. 

We  bring  innovation 


BOSCH 


%  J998  Fortis,  Inc.  Insurance  contracts  are  issued  and  underwritten 
Fortis,  Inc.  Fortis®  is  a  registered  servicemark  an, 
dmark  is  a  servicemark  of  Fortis  AMEV  and  Fortis 


Schoolkids  take  initiative  and  , 
push  their  stalled  school  bus 
(and  a  few  of  their  schoolmate 
towards  a  sas  station. 


Group  Disability.  Life  and  Dental  •  Variable  Universal  Life  and  Annuities  •  Long  Term  Care  •  Mutual  Funds 
Individual  and  Small  Group  Health  •  Preneed  •  Provider  Excess  •  Credit  Related  Insurance  Services 


A  community  that  isn't  afraid  to  get  out  and  push 
teaches  us  something  about  effort  and  commitment. 


FORTIS 

Solid  partners,  flexible  solutions51 


Fortis: 

Along  the  road,  we've  learned  what  it  means  to  serve  the  community  and 
when  you  need  a  hand,  we  can  pitch  in  with  insurance  and  investment 
solutions  for  businesses  and  individuals.  Call  your  insurance  professional 
or  Fortis  at  1-800-377-7282,  or  log  on  to  www.us.fortis.com. 


U.S.  Web  site  developers  are  about  to  invade  Europe. 
Sweden's  Icon  Medialab  is  bracing  to  meet  the  challenge. 


Hunter?  Or  prey* 


i 


By  Nigel  Holloway 


Stockholm-based  Icon  Medialab 
International  is  Europe's  biggest  Web 
site  developer,  churning  out  work  for 
such  clients  as  Volkswagen,  Netscape 
Communications  and  the  Swedish  Post 
Office.  Founded  only  2lA  years  ago,  it 
already  has  around  250  employees  in 
eight  European  offices  and  expects  rev- 
enues this  year  of  $25  million. 

One  thing  Icon  Medialab  is  not 
doing  is  invading  the  U.S.  market  in  a 

212 


big  way.  This  is  deliberate  strategy.  "As 
we  focus  on  Europe,  we're  letting  our 
American  competitors  consolidate  and 
fight  it  out  for  U.S.  market  share," 
says  Johan  Stael  von  Holstein,  who 
founded  the  company  with  three 
friends.  "When  they  start  losing  big 
accounts  because  they're  not  global 
enough,  Americans  will  look  toward 
Europe.  There  we'll  be.  We'll  be  able 
to  talk  to  them  on  our  own  terms." 


Johan  Stael  von  Holstein 
Building  a  fortress. 


No  inferiority  complex  here.  Ico 
Medialab  is  the  35-year-old  von  Ho 
stein's  second  startup,  and  he  seems  i 
no  awe  of  his  powerful  U.S.  compet 
tors.  "There's  no  question  the  Amer 
cans  are  leading  in  [Web  site]  hardwai 
and  software  development,"  von  Ho 
stein  says,  "but  in  terms  of  functional 
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Time  is  Running  Out* 

Don't  let  the  value  of  your  inventory 
slip  away  as  the  year-end  approaches. 
MR1  can  provide  full  value  for  youi* 
underperforming  assets:  excess  inventories, 
short-dated  product,  returns,  refurbished 
and  reconditioned  goods. 
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For  more  information  please  contact 
Martin  Schwartz  at  212.557.7575  x  201 
275  Madison  Avenue,  New  York,  NY  10016 
www.mediaresources.com 

London  New  York  Los  Angeles 


ty,  the  Scandina\ians  lead.  I  think  func- 
tional design  is  part  of  our  culture." 

To  achieve  functionality,  von  Hol- 
stein  teams  teachers,  psychologists, 
management  consultants  and  behav- 
ioral scientists  whose  role  it  is  to  help 
make  sites  user- friendly.  Icon's  psy- 
chologists helped  Trygg-Hansa,  a  big 
Swedish  financial-services  group,  to 
build  an  interactive  Web  site.  If  a  cus- 
tomer logs  onto  the  site  and  finds  his 
needs  can't  be  met  without  the  help 
of  a  human  being,  a  Trygg-Hansa 
employee  will  come  on-line  and  serve 
the  customer  via  the  Web  site. 

But  even  as  von  Holstein  talks,  an 
American  invasion  of  his  turf  is  under 
way.  Archrival  usWeb  Corp.  is  the 
largest  U.S.  Web  design  firm,  with  an 
estimated  $130  million  in  1998  sales 
and  1,200  employees  in  30  U.S. 
offices.  In  the  past  seven  months 
usWeb  has  opened  two  offices  in 
Europe,  in  London  and  Diisseldorf. 
Cofounder  Joseph  Firmage  says  usWeb 
is  ready  for  international  expansion. 

Von  Holstein  says  he  is  preparing 
for  the  challenge.  In  the  past  ten 
months  Icon  has  acquired  a  Finnish 
and  a  German  Web  developer.  Von 
Holstein  says  he's  talking  takeover  to 
several  other  European  Web  develop- 
ers. By  2000,  von  Holstein  says,  he'll 
have  20  offices  in  16  countries. 

"That's  our  plan,"  says  von  Hol- 
stein, "and  so  far  we're  on  course." 
The  company  will  lose  $2.5  million 
this  year,  but  he  promises  a  profit  for 
2000.  Investors  seem  skeptical.  The 
company  went  public  in  Stockholm 
in  June,  selling  30%  of  its  stock  for 
$18  million,  but  it's  been  downhill 
since  August.  At  a  recent  price  of 
SKr68  ?  share  (U.S.  $8.80),  Icon 
Medialab's  entire  market  cap  is  only 
$35  million,  or  1.4  times  von  Hol- 
stein's  forecast  of  revenues  for  the 
fiscal  year  that  ends  next  April.  By 
contrast,  usWeb  sells  for  4.6  times 
estimated  1998  revenues.  The  market 
seems  unconvinced  that  Icon  Media- 
lab  can  compete  long-run  against  the 
hard-charging  Americans. 

This  weak  stock  hurts:  Von  Holstein 
wants  to  make  acquisitions  for  stock, 
but  with  that  depressed  price  he  has 
been  forced  to  buy  with  cash,  deplet- 
ing his  capital.  Which  could  mean  that 
Icon  Medialab  will  be  stalked  rather 
than  doing  the  stalking.  ■■ 

214 


A  barren  stretch  of  land  outside  Los  Angeles  now 
blooms  with  high  technology,  courtesy  of  an 
entrepreneurial  community  of  immigrant  Chinese. 

Silicon 
Valley  South 


By  Julie  Pitta 


Taipei  or  Hong  Kong? 

It's  Walnut,  a  town  20  miles  east  of  Los  Angeles  and  a  thriving  center  for  high  tech 


Ignoring  the  conventions  of  the 
traditional  business  lunch,  Chuck 
Chen  expertly  scoops  leftovers  into  a 
Styrofoam  carton.  At  surrounding 
tables,  men  and  women  talk  shop  in 
Mandarin  or  Cantonese  over  steam- 
ing plates  of  rice,  noodles  and  stir-fry 
Is  this  Taipei  or  Hong  Kong?  No. 
The  location  is  Walnut,  Calif,  20 
miles  east  of  Los  Angeles.  Chen,  like 
most  of  his  fellow  diners,  is  a  high- 
tech  entrepreneur.  He  is  also  Chi- 
nese, as  are  nearly  two-thirds  of  the 
inhabitants  of  this  small  town.  Drive 
around  San  Gabriel  Valley  and  the 
signs  of  immigrant  prosperity  are 
everywhere:  handsome  new  housing 
developments,  grocery  stores  with 


Asian  delicacies  crowding  the  shelve: 
and  elegant  Chinese  restaurants  lik< 
this  one  in  Walnut. 

From  nondescript  warehouses  scat 
tered  along  70  miles  of  desert  high 
way,  some  500  companies  started  b] 
Chinese  and  other  Asian  immigrant 
are  selling  $4  billion  a  year  in  com 
puter  gear.  Small  by  Silicon  Valle; 
standards,  but  it  ranks  San  Gabrie 
Valley  among  the  top  high-tech  cen 
ters  in  the  country. 

Unlike  its  famous  neighbor  to  th< 
north,  this  Silicon  Valley  does  no 
invent  new  chips  or  software.  Instead 
its  firms  import  inexpensive  compo 
nents  from  Asia,  repackage  them  an< 
resell  them  in  the  U.S.  They  an 
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PEOPLE    IN    AUSTRALIA 


BUILD    SOME     PRETTY 


A  M  A  Z  I  IN  G    THINGS 


There's    one    in    front    of   that 


BIG   WHITE     BUILDING 


In  25  countries  around  the  world,  from 
Turkey  to  Thailand,  Toyota  vehicles  are  being 
built  by  the  same  people  who  drive  them  - 
local  people.  Here  in  America,  Toyota  directly 
employs  more  than  23,000  people.  In  fact, 


nufacturinc 


or, a.    A.s"1'" 


more  than  half  the  Toyota  vehicles  sold  in 
America  are  built  here,  with  many  parts  com- 
ing from  U.S.  suppliers.  That's  why,  to  many 
people,  Toyota  is  more  than  just  a  source  of 
local  transport,  it's  a  source  of  local  pride. 


TOYOTA  People  Drive  Us 


Visit  our  website  atwww.toyota.com/usa  or  write  Toyota  Motor  Corporate  Services.  9  W.  57th  St.,  4900-N2.  New  York.  NY  10019  e1998 


middlemen  for  Asian  companies  that 
want  to  sell  to  the  U.S.  but  without 
the  expense  that  goes  along  with  a 
U.S.  operation. 

Think  of  it  as  high  tech  meets 
the  garment  industry.  One  week  it's 
disk  drives,  the  next  it's  PC  clones. 
"There's  an  almost  bazaar  mentality 
to  these  companies,"  says  Thomas 
Lieser,  executive  director  of  UCLA 
Anderson  Forecast,  a  research  group 
at  ucla's  Anderson 
School  of  Management. 

ViewSonic  Corp.  in 
Walnut  is  San  Gabriel 
Valley's  largest  technolo- 
gy firm.  Started  by  Tai- 
wanese college  dropout 
James  Chu,  ViewSonic 
sells  PC  monitors  and 
projectors  manufactured 
in  Asia.  Last  year  it  sold 
$835  million  worth  of 
them.  Why  Walnut?  "We 
came  here  because  there 
were  a  lot  of  computer 
companies,"  he  says.  "I 
didn't  even  have  to  leave 
the  neighborhood  to 
find  a  market." 

And  then  there  are  the 
hundreds  of  much  smaller 
firms,  like  Chen's.  The 
43-year-old  entrepreneur 
works  in  a  seven-room 
office  near  the  City  of 
Industry,  where  he  assem- 
bles CD-ROM  drives  and 
printed  circuit  boards 
from  parts  manufactured 
in  Taiwan.  His  wife  man- 
ages the  accounts. 

Chen  came  to  the 
U.S.  in  1979  to  get  a 
master's  degree  in  engi- 
neering at  Southern 
Methodist  University. 
After  working  as  a  staff 
engineer  in  Los  Angeles,  ■■■■ 
he  started  Ocean  Inter- 
face Co.  with  $2,000  in  savings.  He 
started  out  in  a  one -bedroom  apart- 
ment in  Monterey  Park,  the  suburb 
of  choice  for  Chinese  who  become 
prosperous  enough  to  leave  crowded 
Chinatown. 

The  first  order  of  business  was  a 
trip  to  Taiwan  to  find  suppliers.  A 
motherboard  manufacturer,  whom  he 
met  through  a  friend,  promised  to 


ship  $50,000  worth  of  chips  and 
other  parts.  No  contract  was  signed 
and  no  money  changed  hands  until 
Chen  rang  up  his  first  sale.  This  year 
Ocean  will  sell  about  $12  million  in 
computer  peripherals  to  small  South- 
ern California  companies  that  prefer 
them  to  more  expensive  gear  from 
brand-name  manufacturers  like  Sea- 
gate Technology. 

Chen  professes  no  ambition  to  be 


to  be  a  printed  circuit  board  asserr 
bier  or  a  PC  clonemaker. 

"There's  this  mythology  about  th] 
immigrants  who  come  to  this  couri 
try  penniless  and  through  hard  worn 
-are  able  to  make  themselves  a  su( 
cess,"  says  Timothy  Fong,  a  professc 
at  Holy  Names  College  in  Oaklanc 
Calif,  and  author  of  The  First  Subml 
ban  Chinatown:  The  Remaking  o\ 
Monterey  Park,  California.  "ThesJ 


V 


ViewSonic's  James  Chu 
Taiwanese  immigrant 
turned  tech  mogul. 


the  next  Steven  Jobs.  "I 
want  to  run  a  good  com- 
pany, not  necessarily  a  big 
company,"  he  says.  The 
business  will  remain  private  and 
family-run. 

Chinese  banks  began  moving  into 
Los  Angeles'  Chinatown  in  the  late 
1950s  and  migrated  east  as  the  pop- 
ulation moved  from  the  inner  city  to 
the  suburbs.  In  the  past  Taiwanese, 
Hong  Kong  and  mainland  Chinese 
banks  bankrolled  liquor  stores,  delis 
and  restaurants.  Today  it's  more  likely 


people  are  well  educated  and  we 
connected.  They  are  also  very  driven 

"What  they  often  lacked  were  th| 
English-language  skills  that  woul 
get  them  a  good  job,"  Fong  contirl 
ues.  "So  instead  they  started  the  f 
own  businesses." 

And  what  will  the  Asian  financi; 
crisis  do  to  these  businesses?  It  mal 
help  diem.  Few  of  these  companies  se 
to  Asia.  And  the  continuing  drops  i 
the  prices  of  Asian  components  coul 
help  diem  further  underprice  compet  | 
tors  widi  American  factories. 
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A  Message  from  Michael  J.  Roarty 
President,  Ireland-United  States  Council 
for  Commerce  &  Industry 

A  KEY  MISSION  OF  THIS  COUNCIL  IS  TO  BUILD 
closer  business  links  between  the  U.S.  and  Ireland,  north  and 
south.  The  council  is  delighted  to  sponsor  this  unique  full- 
color  information  supplement  in  FORBES  Magazine.  We 
strongly  believe  that  this  will  encourage  the  development  of 
business,  trade,  tourism  and  investment  links  between  both 
parts  of  the  Emerald  Isle  and  America. 

In  the  past  year,  the  investment  envi- 
ronment in  Ireland  has  been  significantly 
enhanced  by  changes  in  the  corporate  tax 
code,  which  will  take  effect  as  current  tax 
breaks  move  toward  their  scheduled  expi- 
ration in  the  years  2005  and  2010.  The 
new  deal  will  see  the  10%  tax  rate  foi 
manufacturing  firms  replaced  by  a  maxi- 
mum 12.5%  tax  rate  on  all  companies 
after  2010  (or  2005  for  companies  operat- 
ing in  Dublin's  International  Financial  Services  Center  or  in 
the  Shannon  Zone).  This  stands  in  marked  contrast  to  other 
countries  in  Europe,  where  the  average  corporate  tax  rate 
exceeds  35%. 

This  new  tax  code  does  two  important  things.  In  the  first 
instance,  it  stretches  Ireland's  low  tax  policies  well  into  the 
future.  This  will  enable  companies  to  confidently  plan  future 
investment  strategy  in  a  strong  continuum  of  favorable  eco- 
nomic policies. 

Also,  importantly,  this  new  low  tax  rate  will  apply  to  every 
company  operating  in  Ireland,  whether  in  manufacturing  or  not. 
Thus,  service  companies  previously  taxed  at  a  36%  rate  that  were 
never  covered  by  the  favorable  low  tax  deal  will  see  their  corpo- 
rate tax  burdens  decline  to  the  new  low  rate.  Clearly,  this  is  excel- 
lent news  for  all  companies  in  Ireland,  whether  consulting  firms, 
hotels,  transportation  companies  or  whatever. 

The  council  is  pleased  that  this  decision  has  been  taken  to 
improve  an  already  excellent  corporate  tax  policy  in  Ireland. 
Among  other  things,  it  sends  exactly  the  right  signal  about  the 
Irish  government's  friendly  attitude  toward  business. 

Through  this  information  supplement  we  hope  to  spread 
the  good  word  about  the  favorable  business  conditions  that 
exist  in  Ireland  and  Northern  Ireland  to  a  wider  business  audi- 
ence in  the  U.S. 

—  Michael  J.  Roarty,  President 


A  Message  from  An  Taoiseach  Bertie  Ahern 
Ireland's  Prime  Minister 


DEEP  AND  HISTORICAL  BONDS  LINK  IRELAND 
and  America.  And  the  economic  links  between  the  two  have 
never  been  stronger.  This  is  an  exciting  time  for  Ireland.  The  . 
economy  is  in  excellent  shape.  Growth  in  tourism,  trade  and 
investment  are  at  all-time  highs.  And  great  progress 
has  been  made  in  moving  toward  an  enduring  peace  in 
Northern  Ireland. 


:  m 


The  council  has  long  been  a  friend  of  Ire- 
land. Through  its  various  activities,  the 
organization  has  consistently  encouraged 
the  development  of  closer  business  bonds 
and  commercial  connections  between  the 
Emerald  Isle  and  America. 

Relations  between  America  and  the 
Emerald  Isle  have  never  been  better:  Ireland 
now  plays  host  to  more  American  tourists  each  year  than  ever 
before;  new  record  highs  in  international  trade  between  our  two 
nations  are  set  year  after  year;  and  Ireland  attracts  more  Amer- 
ican industrial  investment  than  any  other  European  country. 

In  Ireland,  we  acknowledge  the  successful  efforts  of  the 
council  in  its  important  mission.  We  commend  the  council 
in  sponsoring  this  supplement  in  one  of  America's  most 
respected  business  magazines. 

—  Bertie  Ahern,  Taoiseach 


m 

An  Taoiseach 
Bertie  Ahern 

Ireland's  Prime 
Minister 
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\  Message  from  Secretary  William  M.  Daley 
J.S.  Secretary  of  Commerce 


INCREASING  ECON<  >MIC  GROWTH  IN  NORTHERN 

reland  and  the  Border  Counties  of  Ireland  has  been  a  cor- 
nerstone or  President  Clintons  policy  of  promoting  peace  in 
Northern  Ireland.  This  approach  to  the  peace  process  has 
helped  to  bring  strong  economic  growth  and  economic 

pportunity  to  the  people  most  affected  by  the  years  of 
political  instability. 

American  business  has  played  a  critical 
role  in  supporting  the  economic  renewal 
we  are  witnessing  today  both  in  Ireland 
and  in  Northern  Ireland.  The  recent  peace 
agreement  has  encouraged  America's  cor- 
porate leaders  to  take  a  new  look  at  the 
region.  This  summer,  I  led  a  business 
development  mission  of  American  compa- 
nies to  Northern  Ireland  and  the  Border  Counties  of  Ireland. 
The  business  leaders  who  joined  me  came  away  from  the  trip 
impressed  by  the  commitment  to  peace  by  the  leaders  and  the 
people  of  Northern  Ireland. 

welcome  the  council's  sponsorship  of  this  supplement  and 
hope  that  it  will  encourage  further  growth  in  the  commercial 
ties  between  the  United  States,  Ireland  and  Northern  Ireland, 
and  help  to  build  a  lasting  peace  in  the  region. 

—  William  M.  Daley,  U.S.  Secretary  of  Commerce 


William  M.  Daley 

U.S  Secretary 
of  Commerce 


The  Ireland-United  States  Council 
for  Commerce  &  Industry 


THE  PRIMARY  OBJECTIVE  OF  THE  IRELAND- 
United  States  Council,  which  was  founded  in  1963,  is  to 
encourage  the  development  of  closer  economic  and  business 
links  between  the  U.S.  and  Ireland  —  north  and  south.  It 
pursues  this  aim,  principally,  by  assisting 
in  the  exchange  of  information,  views  and 
opinions  between  the  two  countries. 


Tom  Mulcahy, 
Chief  Executive  of 
Allied  Irish  Banks, 
is  President  of  the 
Council's  Chapter 
in  Ireland 


Through  its  various  membership  activities, 
the  council  provides  a  platform  to  repre- 
sentatives from  business,  government  and 
other  key  policy  makers  of  both  countries 
to  meet  and  discuss  current  international 
issues  and  bilateral  concerns. 

The  council  is  a  nonprofit  organization 
and  has  no  partisan,  political  or  religious 
aims  or  affiliations.  Considerations  on  such  issues  do  not  affect 
qualifications  for  membership,  which  is  purely  voluntary. 

The  council's  membership  ranks  are  comprised  predomi- 
nantly of  senior  executives  in  American  business  corporations, 
including  industry,  commerce  and  banking.  The  council  also 
draws  membership  support  from  representatives  of  the  legal, 
accounting  and  engineering  professions. 

A  national  organization  with  headquarters  in  New  York  City, 
the  council  also  maintains  a  permanent  office  in  Dublin,  Ireland. 

The  organization  sponsors  a  variety  of  programs  and  activities 
during  the  course  of  each  year  aimed  at  building  the  business 
bonds  between  both  countries,  including  a  Student  Work  Expe- 
rience Scholarship  program,  luncheon  speaker  programs,  semi- 
nars and  conferences.  It  also  sponsors  visits  by  leaders  of  business, 
industry  and  government  between  both  countries.  The  council 
stages  a  winter  meeting  in  Florida  each  February. 


The    Council    Welcomes    New    Members 


This  council  welcomes  new  members.  The  cost  is  $500  for  indi- 
viduals or  for  companies  with  fewer  than  50  employees.  Larger 
companies  may  join  for  an  annual  membership  fee  of  $1,000. 
For  membership  details,  contact: 

The  Ireland-United  States  Council  for  Commerce  &  Industry,  Inc. 
1156  Avenue  of  the  Americas 
Suite  #640 
New  York,  NY  10036 
Tel:  (212)921-1414 
Fax:  (212)  730-2232 


Ireland  Advertising  Section  4 


Pi 


rata; 


What  a  Difference  a  Decade  Makes: 

The  Irish  Economy  Is  on  a  Roll.  Is  the  Best  Yet  to  Come? 

IF  IT'S  A  LONG  WAY  TO  TIPPERARY,  THEN  THE  ROAD  TO  GROWING 
economic  success  for  Ireland  is  even  longer.  The  fruits  of  a  consistent,  strategic 
plan  to  reshape  Ireland's  economy,  which  began  more  than  30  years  ago,  are  finally 
being  harvested.  In  the  past  10  years,  the  Emerald  Isle's  blueprint  to  shift  into 
higher  economic  gear  has  seen  real  growth  rates  zoom  and  has  put  Ireland  in  the 
top  spot  among  Europe's  fastest-growing  economies. 

The  path  to  success  has  been  rocky  and  barriers  and  establish 

hard.  High  unemployment,  emigration,  free  trade  as  the  new 

out-of-control  government  spending,  a  mantra,  replacing  an 

ballooning  national  debt  —  these  were  old    and    threadbare 

all,  at  one  time  or  another,  symptoms  of  nationalist  ideal  of  self- 

the  struggle  to  transform  a  small  agrari-  sufficiency, 
an,  island  economy  into  a  modern,  lead-  First  came  a  deal 

ing-edge  nation  earning  its  living  on  the  with    Britain:    the 

fast  track  in  the  new  global  marketplace.  Anglo-Irish  Free  Trade 

Ireland  was  always  a  country  whose  Agreement  in  1965.  This  was  followed 

economy  had  been  buffeted  by  winds  in  1973  by  the  single  most  important 

from  overseas.  As  far  back  as  the  1950s,  economic  change  ever  to  occur  in  Ire- 

thc  Irish  knew  that  trading  with  the  rest  land  —  the  decision  to  join  Europe's 

of  the  world  horn  behind  high-tariff  bar-  Common  Market,  or  EU  as  it  is  now 

riers  and  import  quotas  was  sure  to  fail,  called,  which  was  ratified  by  an  over- 

The  way  forward  was  to  dismantle  those  whelming  majority  of  voters. 


Enda  Connolly 

Director, 

North  America,  for 

Ireland's  Industrial 

Development 

Agency 


Entire  industrial  sectors  were  washed 
away,  such  as  the  footwear  and  car  assem- 
bly industries,  which  had  been  built  up 
"painstakingly  behind  import  quotas  and 
high  ad  valorem  duties  and  tariffs.  As 
these  businesses  withered,  new  and 
stronger  ones  grew  to  take  their  place. 

While  this  was  going  on,  another  seed 
was  planted  that  has  blossomed  and  flour- 
ished. A  principal  plank  in  Ireland's 
industrial  policy  was  to  welcome  compe-  f*" 
tition  and  encourage  enterprise.  Since  the 
country  had  been  a  former  colony,  free    ,  ,nl 
enterprise  was  not  endemic  to  the  nation-    trei 
al  character.  To  change  this  situation,  Ire-  Tm 

.      A-  A        A  V 

land  introduced  a  zero  corporate  tax  rate  ly 
on  manufacturing  companies  that  sold  Ife 
goods  overseas.  This  policy  formed  the  ™ 
pointed  end  of  a  much  broader  thrust  to 
build  enterprise,  sharpen  competitive 
skills  in  business  and  build  an  economic 
structure  that  could  serve  Ireland's  grow-i  _.'., 
ing  population  in  the  future. 

Overseas  (especially  American)  corpo-**"' 
rations  seeking  to  build  and  grow  their  I  , 
European  marketplace  were  a  key  target 
of  this  tax  break  as  well  as  a  battery  of  i?frr 
other  financial  incentives.  The  tax  deal  has 
been  modified  (and  mosdy  improved)  on  i  K  , 
a  number  of  occasions  since  it  was  first   roiei 
introduced  in  1958.  However,  at  its  heart, 
it  remains  a  tax  regime  that  aims  to  |  ^ 
encourage  enterprise,  attract  investment  fco 
and  show  a  very  friendly  face  to  business.  '  * 

The  plan  has  worked  magnificently.     , 
Today,  Ireland  is  home  to  some  500 
American  corporations  that  have  invest-  1 
ed  almost  $50  billion  in  industrial 
plants,  factories  and  offices  for  interna-    \ 
tionally  traded  services.  These  U.S.  f 
companies  employ  28%  of  Ireland's  , 
workforce  in  manufacturing  and  inter-    ffi; 
national  services  and  account  for  46%  ^ 
of  total  Irish  exports.  Add  to  this  anoth- 
er  500  non-American  businesses,  and    r 
there  are  more  than  1 ,200  overseas  busi-  * 
nesses  operating  on  Erin's  green  isle. 

,  J  mi 


Educating  Ireland's 
High-Tech  Workers 


BY  DR.  SHEILA  GILHEANY 


booming  Irish  economy  is  creating 
easing  number  of  jobs  in  indust- 

like  computers,  biotechnology  and 

oelectronics.  The  Director  of  an  in- 

tive   international   educational   insti- 
for  gifted  young  people  -  the  Irish 

re  for  Talented  Youth  -  argues  that 

e  trends  have  made  a  high-quality, 

-standard  education  more  impor- 

than  ever  before,  and 

Ireland  is  rising  to  thi> 

lenge. 

Ireland's  breathtaking  eco- 

c  growth  has  created  a 

idable  task  for  the  Irish 

ational   system   -  that   of 

unrig  future  worker^   for 

in  which  highly  technical 

,  will  be  a  sine  qua  non. 

rding   to   a  January   30, 
in  The  Irish  Times, 

e   than   hall   of   Ireland's 

:handise  exports  emanate 

l    five    high-tech    sectors: 

puters.  computer  software, 
locals,  pharmaceuticals  and 

drink  concentrates."  These 
ors.  the  Times  noted,  also 
unted  for  over  half  of  the  expansion  in  the 

economy  from  U*H>-UW. 

It  is  axiomatic  that  high-tech  industries 
lire  particularly  able  and  well-trained 
loyees.  Thus,  to  continue  to  grow  and 

per,  Ireland  will  need  massive  numbers 
ersatile.  well-educated  employees.  Of 

se.'we  will  have  to  provide  all  students 
the  kind  of  training  that  will  equip 
n   for  their   future   careers,   but   it   is 

ntial  that  we  also  identify  and  cultivate 
special  talents  of  unusually  able  child- 

Not  only  Ireland,  but  all  of  Europe  will 
e  to  rise  to  this  challenge.  Talented 
ng  people  are  the  researchers,  inventors 

discoverers  of  tomorrow.  Their  work 

enhance  all  our  lives.  Yet,  despite  the 
d  for  excellence,  there  appear  to  be 
tively  few  formal  programs  to  en- 
rage Europe's  ablest  children  to  achieve 
ir  full  potential.  We  believe  that  the  Irish 
ltre  for  Talented  Youth  (CTYI),  whose 
grams  have  drawn  gifted  young  people 
n  as  far  away  as  Asia  and  the  U.S.,  can 
a  model  for  Europe  in  this  regard. 


The  policies  of  the  Irish  government 
have  been  most  supportive  of  efforts  to  make 
challenging  educational  programs  available  to 
the  talented.  Recently,  the  Irish  Department 
of  Education  recognised  the  importance  of 
nurturing  this  group  of  students  by  announ- 
cing that  in-service  training  of  teachers  to 
deal  with  the  special  needs  of  the  most  able 
students  was  a  priority.   Other  countries 


should  take  similar  steps,  by  developing 
programs  that*  will  help  identify  and  cultivate 
the  talents  of  their  most  able  young  people. 

CTYI  was  established  at  Dublin  City 
University  in  1992,  and  is  modelled  on  the 
world-famous  Center  for  Talented  Youth  at 
John  Hopkins  University,  Baltimore.  Across 
Ireland,  CTYI  has  run  systematic  talent 
searches  for  12  to  16-year-olds  with  exceptional 
ability  in  mathematics  or  verbal  reasoning. 
High  scorers  have  then  participated  in  the 
Centre's  challenging  academic  programs, 
which  include  three-week  summer  courses, 
Saturday  classes,  intensive  study  weekends 
and  correspondence  courses. 

Students  have  the  opportunity  to  work 
at  a  pace  and  level  appropriate  to  their  ability. 
They  choose  courses  from  a  wide  range  of 
subjects  not  normally  covered  in  the  school 
curriculum,  such  as  Biotechnology,  Electro- 
nics, Computing,  Global  Economics,  Philo- 
sophy, Archaeology,  and  Chaos  Theory,  all  at 
approximately  first-year  university  standard. 

The  inaugural  three-week  summer  pro- 
gram was  in  1993,  involving  177  students. 


This  summer  800  took  part  in  40  courses  over 
a  six-week  period.  This  includes  320  children 
between  8  and  12  who  are  a  part  of  a  younger 
group  with  whom  the  Centre  has  started  to 
work  this  year. 

To   date,   more   than   3500   students 
have    benefited    from    CTYI's    courses, 
approximately  one-fifth  coming  from  over- 
seas -  notably  from  the  USA,  but  also  from 
Britain,  Europe  and  the  Far 
East.  Students  come  from 
both  sides  of  the  Irish  bor- 
der, and  one  of  the  greatest 
pleasures  for  the  Centre's 
staff  is  seeing  how  easily 
they  mix  together. 

The  Centre  provides 
much-needed  support  for 
young  people  who  often  feel 
isolated  in  their  usual  sur- 
roundings. It  allows  them  to 
be  who  they  are  without  fear 
of  being  disparaged  for  their 
desire  to  learn.  In  addition, 
the  Centre  offers  counselling 
and  training  for  teachers  and 
parents  working  with  except- 
ionally able  students. 
As  we  enter  the  Information  Age,  we 
must  provide  all  students  with  the  training 
they  need  in  order  to  excel.  But  we  must  also 
identify  and  nurture  the  abilities  of  unusually 
talented  young  people  -  a  group  that  is  often 
both  ridiculed  and  ignored. 

Dr.  Sheila  Gilheany  is  Director  of  the  Irish  Centre  for 
Talented  Youth  (CTYI,  Dublin  City  University,  Dublin 
9,  Ireland,  website  address:  www.dcu.ie/etyi)  and  a 
lecturer  in  Astrophysics. 

PFIZER  FORUM  EUROPEmitn  forum  is  an  advertising 

SERIES  SPONSORED  IN  THE  INTEREST  OF  ENCOURAGING  PUBLIC 
DISCUSSION  ON  POLICY  QUESTIONS  AND  FEATURING  A  WIDE 
VARIETY  OF  VIEWS  BY  POLICY  EXPERTS  FROM  AROUND  THE  WORLD. 

PFIZER  IS  A  RESEARCH-BASED.  GLOBAL  HEALTHCARE  COMPANY, 
WHOSE  PRODUCTS  ARE  AVAILABLE  WORLDWIDE.  PFIZER  HAS  A 
SUBSTANTIAL  PRESENCE  IN  IRELAND.  INCLUDING  PFIZER  (IRELAND) 
LTD.,  DUBLIN;  PFIZER  INTERNATIONAL  BANK  EUROPE.  DUBLIN;  AND 
PFIZER  PHARMACEUTICALS  PRODUCTION  CORPORATION,  RINGA- 
SKIDDY,  WHICH  EXPORTS  BULK  PHARMACEUTICAL  PRODUCTS  TO 
PFIZER  LOCATIONS  WORLD- 
WIDE. PFIZER'S  INVESTMENT 
IN  IRELAND  OVER  THE  PAST 
FIVE  YEARS  AMOUNTED  TO 
$200  MILLION 


'HARMACEUTICAL  PRODUCTS  TO 


PFIZER  INC.  235  E.  42ND  STREET,  NEW  YORK,  NEW  YORK  10017 
WWW.PFIZER.COM 
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Dublin's  International  Financial  Services  Center 
Is  a  Great  Success. 


J': 


WHAT  ON  EARTH  IS  HAPPENING  TO  THE  CENTER  OF  DUBLIN'S 
fair  city?  Look  to  the  formerly  derelict  docklands  on  the  north  bank  of  the  Liffey 
and  you'll  see  a  glittering  monument  to  high-tech  financial  services  that  is  trans- 
forming the  city's  skyline.  The  burgeoning  new  International  Financial  Services 
Center  (IFSC),  still  just  10  years  old,  is  already  home  to  more  than  400  spe- 
cialized financial  services  companies.  Hard  by  this  financial  mini-city  is  James 
Gandon's  superb  neoclassical  Customs  House  —  an  intriguing  juxtaposition  of 
the  best  of  Dublin's  architecture,  old  and  new. 

Already  the  center  is  bursting  at  the  ing  and  insurance  premiums  combined 

seams  and  the  original  27-acre  site  is  runs  into  the  hundreds  of  billions  of 

being  extended  to  39  acres.  The  results  dollars.  IFSC-based  companies  employ 

are  impressive.  There  are  almost  800  more  than  4,000  people  directly  and 

operations  doing  business  there.  Apart  nearly  the  same  number  in  support  ser- 

from  the  400  international  institutions  vices. 

operating  directly  from   the  center,  Dublin  did  not  set  out  10  years  ago  to 

another  350  managed  entities  carry  on  become  another  London  or  Frankfurt, 

business   under   the   IFSC    program,  the  traditional  European  broad-based 

engaged  in  such  activities  as  banking  financial  powerhouses.  But  in  a  short 

and  asset  financing,  mutual  funds,  trea-  time,  the  IFSC  has  become  a  formida- 

sury,  insurance  and  securities  trading.  ble  player  in  its  chosen  niche  services. 

The  value  of  managed  funds,  bank  lend-  The  list  of  companies  includes  such 


U.S.  financial  services  industry  giants  as 
Merrill  Lynch,  Citibank,  Chase,  Bank  of 
Ametica,  AIG,  BBH  and  Bear  Stearns, 
among  others.  These  corporations  came 
to  Dublin  because  of  the  city's  com- 
pelling advantages:  the  skilled  young 
staffers  who  are  ambitious,  inventive 
and  productive,  in  addition  to  a  low 
10%  corporate  tax  rate  (rising  to  12.5% 
after  the  year  2005). 

The  IFSC  is  a  symbol  of  modern  Ire- 
land. It  could  not  exist  without  the 
country's  world-class  telecommunica- 
tions industry  and  its  uniquely  qualified 
young  people.  Even  the  visionaries  from 
the  private  and  public  sectors  who  nur- 
tured the  concept  back  in  1987  could 
hardly  have  foreseen  the  IFSC's  extraor- 
dinary development.  And  Leopold 
Bloom,  the  protagonist  of  James  Joyce's 
novel  of  the  century,  Ulysses,  who  ram- 
bled along  the  north  Liffey  docklands 
on  that  famous  date  immortalized  as 
Bloomsday  in  the  novel  —  what  would 
he  make  of  it  all? 


1 


in 

Mi 


Hi 

it: 

» 

IT! 

lei 
nor 
to 

* 

tin 


Ireland  Advertising  Section  7 


■Hand's  tourism  industry  has  been 
■hording  rapid,  double-digit  growth.  In  the 
1st  four  years,  the  number  of  Americans 
liting  Ireland  has  almost  doubled. 
■The  air  connections  between  Ireland 
Id  the  U.S.  have  never  been  better.  The 
lening  of  new  gateways  and  the 
■creased  capacity  on  existing  routes 
leans  it  is  now  easier  for  Americans,  no 
latter  where  they  live  in  the  U.S.,  to 
Lvel  directly  and  inexpensively  to  Ireland. 

The  tourism  product  in  terms  of  plant 
id  infrastructure  is  in  an  excellent 
Dsition  to  accommodate  strong  traffic 
K-owth  from  the  U.S.;  many  new  hotels 
'3ve  been  built,  existing  properties 
•ave  been  refurbished  and  a  large 
jumber  of  new  visitor  attractions  rang- 
ig  from  museums  to  golf  courses  has 
een  opened. 

Jotin  Dully,  chief  executive  of  the  Irish 
ourist  Board,  says,  "With  all  this  growth, 
he  tourism  industry  as  a  business  is 
•ooming  in  Ireland  now.  We  are  seeing  a 
harp  increase  in  the  volume  of  invest- 
nent  dollars  being  committed  to  tourism 
entures.  Each  year  sees  new  visitor 
ittractions  augmenting  what  is  already  a 
irst-class  destination  product." 


Continental  Airlines  Flies 
Every    Day    to    Ireland 

Continental  Airlines  operates  daily  direct, 
nonstop  service  out  of  Newark  Interna- 
tional Airport  to  Dublin  and  Shannon  on 
all-new  Boeing  757  equipment. 

Continental  is  offering  its  award- 
winning  BusinessFirst  service  on  all  its 
flights  to  the  Emerald  Isle.  The  airline  has 
won  "Best  Trans-Atlantic  Business  Class" 
honors  four  years  in  a  row,  according  to  a 
Wall  Street  Journal  study. 

The  Ireland  flights  feature  the  airline's 
extra-wide,  fully  electronic  sleeper  seats 
with  adjustable  "winged"  headrests  that 
allow  passengers  to  choose  the  most  relax- 
ing position  for  working,  dining  or  sleeping. 

Irish  Government 
Securities  —  and 
They're  Tax-Free 

The  National  Trea- 
sury Management 
Agency  (NTMA) 
manages  Ireland's 
debt.  As  part  of  its 
activities,  the  agency 
offers  tax-free  Irish 

Government  Securities.  Hundreds  of 
multinational  companies  based  in  Ire- 
land currently  invest  in  these  securities. 
The  good  news  is  that  the  interest 
earned  on  these  instruments  is  tax-free. 

For  more  information,  contact: 

Sean  Regan,  NTMA 

011-353-1-676-2266. 


Dr.  Michael  Somers 

Chief  Executive 

National  Treasury 

Management  Agency 
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CHEWING  OVERTHE  IDEA 

OF  LOCATING  YOUR  COMPANY 

IN  IRELAND? 

Many  international  companies  have 

already  made  the  decision,  and  most  of 

them  choose  AIB  for  their  banking  needs. 

AIB  is  Ireland's  leading  bank,  with  assets 

of  US$57  billion  and  900  offices 

worldwide,  and  is  the  bank  of  choice  for 

most  international  companies  locating 

here. Whether  you  choose  Ireland  as  a 

manufacturing  base,  or  as  a  centre  for 

your  international  financial 

administration,  sales,  treasury,  IT,  or 

telemarketing  operation,  we  can  help. 

Our  world  class  corporate  banking, 

cross-border  finance  and  back-office 

services,  and  global  custody  and  fund 

administration  services  will  impress  you. 

PENCIL  US  IN. 

( 
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Call  Jerry  McCrohan  atv 

Mlied  Irish  Banks 

p.l.c,  Bankcentre,  Du 

Telephone:  +353  1 

Facsimile:  +353  1 

E-mail:  jerry.d.mccn 

Internet  site:  w\ 

aim  4,  Ireland. 
660  0311 
668  2508 

3han@aib.ie 
vw.aib.ie 
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Elan  Corporation  Becomes  Ireland's  Third- Largest  Company: 
Further  Strong  Growth  Predicted 

ONE  COMPANY  SYMBOLIZES  THE  CLOSE  AND  BENEFICIAL  BUSINESS 
ties  between  America  and  Ireland  better  than  any  other.  Elan  Corporation  pic  was 
founded  25  years  ago  by  an  American  living  in  Ireland.  The  company,  whose  shares 
trade  on  the  New  York,  London  and  Dublin  Stock  Exchanges,  has  grown  to  be  a 
world  leader  in  the  specialty  pharmaceutical  field  of  drug  delivery  systems.  It  has 
its  principal  research  and  manufacturing  facilities  in  Ireland,  the  U.S.  and  Israel. 

In  1990,  Elan  became  the  first  Irish  effects  of  medications, 
company  to  be  listed  on  the  American  and  thereby  lowering 
Stock  Exchange.  By  1995,  its  American  the  total  cost  of  treat- 
Depository  Receipts  (ADRs)  listed  on  ment. 
the  Big  Board.  Ten  years  ago,  Elan's  The  company  now 
market  capitalization  was  $150  million.  markets  more  than 
Today,  its  value  exceeds  $7  billion.  20  products  in  over 

Worldwide,  Elan  ranks  in  25th  place  45  countries,  includ- 

among    pharmaceutical    companies,  ing  controlled-release 

while  among  broader  U.S.  healthcare  oral  products  such  as  Cardizem  CD  and 

companies  it  ranks  No.  21.  In  Europe,  Verelan,  transdermal  patches  and,  in 

it  is  the  lOth-largest  pharmaceutical  advanced  development,  Medipad  —  a 

company  in  terms  of  market  capitaliza-  minimally  invasive  delivery  system  for 

tion.  But,  at  nearly  twice  the  size  of  its  injectable  recombinant  proteins.  It  also 

nearest  rival  in  the  drug  delivery  indus-  has  eight  products  marketed  in  the  U.S. 

try,  it  occupies  the  top  spot.  either  directly  or  through  licensees.  The 

For  the  past  quarter  century,  Elan  has  company's  strategy  for  rapid  future 
been  a  leader  in  the  development  and  growth  is  focused  on  drug  delivery  tech- 
application  of  drug  delivery  technolo-  nologies,  neurology  and  acute  care  and 
gies.  These  delivery  systems  enhance  the  pain  management.  The  company  aims 
therapeutic  value  of  existing  compounds  to  be  the  preferred  provider  of  drug 
by  improving  and  controlling  absorp-  delivery  services  to  the  world's  pharma- 
tion,  reducing  dosages,  minimizing  side  ceutical  industry,  and  projects  annual 


Donal  J.  Geaney 

Chairman  arid  CEO 
Elan  Corporation 


revenues  of  $1  billion  by  2001. 

Donal  Geaney,  chairman  and  CEO, 
says:  "In  neurology,  we  have  a  superior 
research  organization  in  the  vitally  impor- 
tant area  of  Alzheimer's  disease  and  in 
inflammatory  diseases  caused  by  cell  traf- 
ficking. In  drug  delivery,  we  completed  a 
number  of  important  agreements  with 
major  pharmaceutical  companies  for  the 
application  of  our  drug  delivery  tech- 
nologies to  their  molecules.  In-market 
sales  of  the  originator  products  covered  by 
these  agreements  exceed  $2  billion." 

Elan  is  collaborating  on  more  than  15 
technology-related  projects  with  other 
companies.  These  are  in  addition  to  a 
large  number  of  marketing  and  develop- 
ment partnerships  that  will  assist  the  com- 
pany in  maintaining  its  position  at  the 
forefront  of  drug  delivery  technology. 

Elan  operates  manufacturing  facilities 
in  Europe  at  Athlone,  in  Ireland  and  at 
Messovico,  in  Switzerland.  It  also  man- 
ufactures a  range  of  products  in  the  U.S., 
in  Gainesville,  Ga.,  and  Miramar,  Fla. 


Elan's    Donal   Geaney   to 
Receive   Council's   Annual 
Award   for   Outstanding 
Achievement. 


Chairman  and  CEO  of  Elan  Corporation 
Donal  J.  Geaney  will  be  presented  with 
the  Council's  Annual  Award  for  Out- 
standing Achievement.  The  award  pre- 
sentation will  be  made  at  the  organiza- 
tion's 36th  annual  dinner  in  the 
Metropolitan  Club  in  New  York  City  on 
Thursday,  November  12,  1998. 

Mr.  Geaney  joined  Elan  in  1987  as 
executive  vice  president,  corporate 
planning.  He  is  a  graduate  of  Universi- 
ty College  Dublin,  Trinity  College  Dublin 
and  is  a  Fellow  of  the  Institute  of  Char- 
tered Accountants  in  Ireland.  Previous- 
ly, he  had  been  a  partner  in  the  inter- 
national accounting  and  consulting  firm 
of  KPMG. 
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r  f/ie  better  part  of  two  centuries,  America  has  been 
netting  pot  for  all  who  have  sought  a  better  life. 

w  have  repaid  our  hospitality  more  than  those  who 
me  from  Ireland.  The  history  of  the  Irish  here  is 
e  of  accomplishment,  and  generosity  to  all  who 
ve  been  part  of  the  American  experience. 


T^s^p- 


utual  of  America  applauds  this  tradition  of  giving 
id  caring.  As  a  company  that  supports  the  hopes 
id  dreams  of  those  in  the  not-for-profit  world,  we 
\ow  that  nothing  so  eloquently  reflects  the  Spirit 
America. 
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Mutual  of  America 

320  Park  Ave.,  New  York,  NY  10022  -  1  800  468  3785 


a  Castle  beside  the  Lnw'h  Gill  in  Co  Leitrim 


.1 
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Bank  of  Ireland  Asset  Management: 
Traditional  Roots  .  .  .  Global  Experience 


Ronan  O'Donoghue 

Director, 

Fixed  Income 

Investment 

Bank  of  Ireland 

Asset  Management 


MENTION  IRELAND  AND  MANY  PEOPLE  IMMEDIATELY  THINK  OF 
rolling  countryside,  traditional  music  and  dancing,  a  friendly  welcome  and  the 
ubiquitous  pint  of  Guinness.  But  the  Ireland  of  the  '90s  has  much  more  to  offer 
—  or  at  least  that's  what  Bank  of  Ireiand  Asset  Management  is  proving  to  U.S. 
institutional  investors  and  to  similar  investors  worldwide. 

In  the  past  10  years,  Bank  of  Ireland  and  today  manages 

Asset    Management    (U.S.)    Limited  almost  $9  billion  in 

(BIAM  [U.S.])  —  a  member  of  the  global  fixed- income 

Bank  of  Ireland  Asset  Management  assets, 
group  (BIAM*)  —  has  taken  the  U.S. 

pensions  market  by  storm.  It  has  come  Focusing  on  Fixed 

from  nowhere  to  be  ranked  No.  1 4  (by  Income 

assets  under  management)  among  man-  Over  long  periods  of 

agers    of   international    and    global  time,  returns  from 

accounts  for  U.S.  institutional,  tax-  equities  have  tended  to  outstrip  those 

exempt  investors.  With  more  than  $14  from  bonds.  However,  when  equity 

billion  under  management,  its  list  of  markets  hit  a  rough  patch,  a  bond 

North  American  clients  —  now  totaling  portfolio  can  prove  a  welcome  comple- 

over  180  —  includes  six  state  funds,  as  ment;  and  while  it  is  unlikely  to  beat 

well  as  many  leading  corporate  names.  the  long-term  returns  from  equities,  it 

To  date  BIAM  (U.S.)  has  focused  on  can  still  provide  investors  with  healthy 

the  management  of  international  and  returns. 

global  equities  —  for  which  it  has  an  But  what  makes  a  good  fixed-income 

excellent  long-term  track  record.  With  portfolio? 

its  equity  management  credentials  well  Every  investor  and  investment  man- 
established  in  the  U.S.,  it  is  now  intro-  ager  will  have  a  different  view  on  this, 
ducing  U.S.  institutional  investors  to  its  but  BIAM  believes  that  quality,  value 
fixed-income  investment  capabilities,  and  commitment  have  been  important 
BIAM  has  been  investing  in  interna-  ingredients  in  its  success  in  fixed-income 
tional  fixed-income  markets  since  1966  management. 


•  Quality  —  BIAM  restricts  its  fixed- 
income  investment  to  the  highest  qual- 
ity  bonds  —  primarily  government 
and  supranational  issues  —  and  con- 
fines portfolios  to  liquid  and  well- 
regulated  markets. 

•  Value  —  BIAM  looks  for  situations 
where  it  believes  borrowers  are 
paying  too  much  for  their  money 
and  exploits  these  situations  by 
weighting  portfolios  toward  those 
countries. 

•  Commitment  —  When  BIAM  has 
an  investment  view,  it  chooses  a  port- 
folio that  expresses  that  view,  taking 
strategic  positions  in  a  relatively 
small  number  of  markets  and  issues. 

When  it  comes  to  controlling  risk, 
BIAM's  focus  on  quality  plays  an 
important  role,  as  does  the  fact  that  it 
does  not  invest  in  emerging  markets  or 
use  futures  and  options.  BIAM  also 
ensures  diversification  of  portfolios  — 
but  not  at  the  expense  of  being  able  to 
take  a  significant  position  in  a  market 
that  it  feels  offers  exceptional  value  and 
growth  opportunities. 

BIAM's  investment  team  is  another 
important  contributor  to  its  fixed- 
income  record  —  especially  the  depth 
of  experience  and  length  of  service  of 
the  team.  Chief  Investment  Officer 
Chris  Reilly  has  been  with  BIAM  for  18 
years  and  has  over  30  years  of  experience 
in  the  investment  business.  Ronan 
O'Donoghue,  who  heads  the  fixed- 
income  team,  has  21  years  of  experience 
in  managing  fixed-income  and  money- 
market  securities  and  has  been  with 
BIAM  since  1984. 

To  find  out  more  about  what  BIAM 
has  to  offer  U.S.  institutional  investors, 
contact  Bank  of  Ireland  Asset  Manage- 
ment (U.S:)  Limited  at  (203)  869-01 1 1 
or  (310)  829-3848. 

•  BIAM  is  part  of  the  Bank  of  Ireland  Group. 


ONLY  FOG 

COVERS  THE  U.K. 

AND  IRELAND 

BETTER. 


Expanded  nonstop  service. 


From  Heathrow  to  Dublin.  Glasgow  to  Gatwick,  Continental 

offers  you  more  nonstops  than  ever.  Now  that  we've 

cleared  that  up.  for  reservations,  call  your  travel 

agent  or  Continental  at  1-800-231-0856. 


www.flycontinental.com 


Continental  Airlines 


Work  Hard, 
Fly  Right 
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NTL  is  laying 
this  glass-fiber 
cable  under  the 
Irish  Sea. 


NTL  Invests  $1  Billion  in  the  Emerald  Isle's 
Telecommunications  Future 


Few  companies  have  endorsed  Ireland's  economic  future  more  than  NTL,  Inc.,  a 
U.S. -based  telecommunications  company  that  provides  telephone,  entertainment 
and  Internet  services  delivered  over  a  wholly  owned  proprietary  fiber-optic  net- 
work for  business  and  residential  users.  NTL  is  well  down  the  road  on  an  excit- 
ing investment  program  that  will  invest  $1  billion  (out  of  a  total  $5  billion  in  the 
U.K.)  on  a  brand-new  fiber-optic-based  telecommunications 
network  in  Ireland,  north  and  south. 


With  more  than  1  million  homes 
connected  via  its  own  fiber-optic-based 
network,  NTL  —  the  third-largest  new 
telecom  and  cable  company  in  the  U.K. 
(and  also  the  world)  —  is  poised  on  the 
leading  edge  of  the  telecommunications 
revolution.  The  New  York  City-based 
company,  with  annualized  1998  rev- 
enues of  approximately  $1  billion,  has 
successfully  bundled  telephone,  cable 
television  service  and  Internet  access 
into  unique  low-cost  packages.  In  the 
last  1 2  months,  NTL  has  proved  to  be 
a  formidable  competitor  to  both  British 
Telecom  (BT)  and  British  Sky  Broad- 
casting (BSkyB). 

In  the  summer  of  1998,  NTL 
installed  a  new  48-fiber  underwater 
cable  system  linking  the  Republic  of  Ire- 
land and  Britain.  The  glass  filament 


George  Blumenthal 
Chairman,  NTL 


cable  is  the  most 
advanced  submarine 
cable  ever  laid  and 
has  substantially  en- 
hanced the  telecom- 
munications systems 
between  Ireland  and 
Britain.  To  date, 
NTL  has  invested 
more  than  $200  mil- 
lion in  its  Northern 
Ireland  operations 
and  has  signed  up 
over  50,000  cus- 
tomers in  Belfast 
alone  since  the  net- 
work became  operational. 

NTL  also  broadcasts  radio,  television 
and  mobile  telecom  signals  across  a  net- 
work of  1 ,100  transmission  towers  scat- 


I.  Barclay  Knapp 

President  and  CEO, 
NTL 


tered  throughout  England,  Wales,  Scot- 
land and  Northern  Ireland.  This 
includes  broadcasting  all  independent 
non-BBC  television  signals  as  well  as 
90%  of  the  U.K's  FM  radio  signals. 

NTL  provides  telecom  services  to 
more  than  30,000  businesses  and  gov- 
ernment agencies  that  are  connected  to 
its  high-speed  glass  fiber-optic  network 
The  company  has  a  reputation  for  reli- 
ability, as  proven  by  its  roster  of  clients, 
including  Britain's  Coast  Guard  and 
Ministry  of  Defense,  the  Inland  Rev- 
enue Service  and  the  emergency  services 
divisions  of  more  than  200  fire  and 
police  departments  across  the  U.K  and 
Northern  Ireland.  NTL's  commercial 
clients  include  Boots  the  Chemist,  Ernst 
&  Young,  and  Oxford  and  Cambridge 
universities,  as  well  as  telecom  manu- 
facturers and  providers  such  as  North- 
ern Telecom,  Deutsche  Telecom,  France 
Telecom,  Sprint,  Vodafone  and  Sun 
Microsystems,  among  others. 

NTL's  residential  service  has  drawn 
both  subscribers  and  imitators.  The 
growth  of  multichannel  television  pro- 
gramming attracted  subscribers  who 
chose  NTL's  service  because  it  offers 
much  greater  choice  at  a  minimal  cost, 
not  to  mention  an  efficient  and  inex- 
pensive phone  service  as  part  of  the  pur- 
chase package. 

Besides  offering  bundled  and  creative 
TV/telephone  services,  NTL  is  also  the 
4th  largest  Internet  provider  in  the  U.K 
through  its  joint  venture  with  Richard 
Branson,  otherwise  called  Virgin  Net, 
which  was  awarded  Best  Value  Internet 
Service  Provider  of  1997  by  Which? 
consumer  guide.  NTL  is  also  introduc- 
ing a  TV-delivered  Internet  service  — 
called  Net  Channel  —  that  will  target 
70%  of  U.K  households  that  don't  own 
a  PC. 

George  Blumenthal,  NTLs  chairman, 
says,  "The  really  exciting  thing  about 


Ireland  Advertising  Section   13 


at  NTL  is  doing  in  the  U.K.,  and 
pires  to  replicate  in  the  Republic  of 
eland,  is  that  we  are  marrying  out- 
ding  technological   performance 
superior  marketing  and  first-rate 
istomer  service."  Indeed,  in  a  recent 
idependent     study     published     by 
organ  Stanley  Dean  Witter  Research 
the  United  Kingdom,  NTL  came  out 
i  top  in  both  overall  consumer  satis- 
.ction  and  customer  service  among  all 
K.  telecom  providers  —  and  that 
lcludes  British  Telecom,  AT&T,  Cable 
:  Wireless  and  all  the  others. 
The  deregulation  of  both  the  Irish 
id  British  telecommunications  mar- 
ets  has  created  an  immense  opportu- 
ity,  as  nimble  providers  such  as  NTL 
ove  quickly  to  offer  flexible  customer 
ckages  at  attractive  prices.  The  out- 
x»k  for  the  company  is  extremely 
right.    BT,   no   longer  a   monopoly 
rovider,  has  suggested  that  its  cus- 


tomer base  could  fall  by  1 5  million  — 
from  its  existing  base  of  27  million  con- 
sumers —  in  the  coming  years.  Other 
monopolies  besides  BT  are  worried, 
including  Telecom  Eireann,  Ireland's 
state-owntd  telecom  company,  which 
will  be  privatized  shordy.  Cablelink,  the 
largest  cable  franchise  in  the  Republic, 
which  is  100%  owned  by  the  Irish  gov- 
ernment, will  also  be  spun  off  into  pri- 
vate hands. 

J.  Barclay  Knapp,  the  president  and 
CEO  of  NTL,  says,  "NTL  believes  in 
Ireland's  economic  future.  Our  decision 
to  invest  $1  billion  in  telecommunica- 
tions infrastructure  in  Northern  Ireland 
and  in  the  Republic  of  Ireland  was  made 
on  the  basis  that  we  can  offer  the  best 
available  combination  of  telephone, 
cable  and  Internet  access  service.  NTL 
will  prosper  as  residential  and  business 
consumers  seek  to  grow  the  choices 
available  to  them  in  these  services." 


What's    So    Great    About 
Glass    Fiber? 


With  only  a  portion  of  its  construction 
complete,  NTL  has  laid  down  more  than 
140,000  miles  of  fiber-optic  cable  in 
Great  Britain  and  Northern  Ireland. 
What's  so  special  about  it?  Compared 
with  coaxial  cable,  glass-filament  fiber 
has  so  much  bandwidth  that  it  is  blind- 
ingly  fast  when  it  comes  to  data  or  Inter- 
net transmission. 

Fiber  has  superior  transmission  quali- 
ty, higher  capacity  for  carrying  informa- 
tion and  is  lighter  and  smaller.  Two  opti- 
cal fibers  can  transmit  the  equivalent  of 
625,000  simultaneous  phone  calls.  The 
same  amount  of  traffic  over  copper  would 
require  a  bundle  of  wires  about  four 
inches  thick.  In  addition,  it  is  easy  to 
install  and  requires  less  maintenance, 
offers  improved  reliability,  and  is  less 
expensive  and  more  secure. 


Schering-Plough 

Is  Proud  to  Be 

a  Member 

of 

The  Ireland-United  States  Council 
for  Commerce  &  Industry 

GsD    Schering-Plough 

*  One  Giralda  Farms 

Madison,  NJ  07940-1000 
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Historic  Road  Show  Brings  Northern  Ireland 
to  North  American  Executives 


EXECUTIVES  IN  1 1  NORTH  AMERICAN  CITIES  GOT  TO  EVALUATE 
the  business  climate  in  Northern  Ireland  recently  without  ever  having  to  leave  their 
home  states.  Instead,  Northern  Ireland  came  to  them  in  a  series  of  executive  brief- 
ings involving  a  delegation  of  senior  business  and  political  leaders  from  Northern 
Ireland  and  the  U.S. 

investors,  with  salaries  an  average  of 
80%  lower  than  Germany,  50%  lower 
than  France  and  20%  lower  than  the 
rest  of  the  U.K. 


Northern  Ireland  Tourism:  A  Classic 
Newly  Discovered 

As  sophisticated  travelers  search  for  new 
experiences,  what  region  would  not 
covet  the  designation,  "Newest  place  to 
open  up?"  Northern  Ireland,  with  its 
efficient,  well-developed  infrastructure, 
is  in  the  perfect  position  to  take  full 
advantage  of  that  intriguing  title.  Facing 
the  most  realistic  prospects  for  peace  and 
prosperity  in  a  century,  the  six  counties 
that  crown  the  island  of  Ireland  are  bur- 
nishing assets  they  have  always  offered 


Led  by  Marjorie  (Mo)  Mowlam, 
Northern  Ireland's  secretary  of  state,  and 
Dr.  Alan  Gillespie,  chairman  of  the 
Industrial  Development  Board  for 
Northern  Ireland  (IDB),  the  delegation 
focused  on  investment  opportunities  in 
the  region.  "Global-minded  companies 
have  been  taking  advantage  of  Northern 
Ireland's  educated  and  available  work- 
force and  low  operating  costs  for  many 
years,"  says  Gillespie.  "We  believe  the 
success  of  these  companies,  along  with 
recent  political  developments,  gives  U.S. 
businesses  a  new  opportunity  to  tell  the 
global  business  community  that  the 
region  is  a  safe  and  profitable  location 
for  foreign  investment." 

Investment  in  the  region  reached  an 
all-time  high  of  $1.1  billion  last  year, 
with  more  than  half  of  that  coming 
from  North  American  companies. 
Northern  Ireland  has  one  of  the  best- 
educated  workforces  in  Europe,  annual- 
ly scoring  the  highest  on  U.K.  school 
exams,  and  has  one  of  the  youngest 
populations,  with  46%  of  the  workforce 
under  the  age  of  30.  Low  labor  costs 
also  make  the  region  attractive  to  many 


discerning  visitors  while  developing  new 
amenities  to  keep  them  coming. 

The  six  counties  making  up  Northern 
Ireland  offer  five-star  properties,  elegant, 
small  country  house  hotels,  warmly  wel- 
coming B&Bs  and  distinctive  rural  cot- 
tages, all  of  them  tailored  to  suit  the  vis- 
itor's every  need  and  preference. 
Northern  Ireland  also  boasts  80  golf 
courses  and  two  of  the  world's  top  10 
links  courses,  a  secret  that  fans  might 
vainly  wish  to  keep  quiet. 

This  year,  Northern  Ireland  —  the 
home  to  the  island  of  Ireland's  first 
World  Heritage  site,  the  Giant's  Cause- 
way —  opened  a  museum  honoring  its 
1995  Nobel  laureate,  poet  Seamus 
Heaney  Birthplace  to  world  leaders, 
including  the  ancestors  of  13  U.S.  pres- 
idents, Northern  Ireland  preserves  its 
links  with  the  U.S.  in  sites  like  the 
Ulster  American  Folk  Park  and  the 
homesteads  of  the  predecessors  of 
Andrew  Jackson,  Ulysses  S.  Grant  and 
Woodrow  Wilson. 

Northern  Ireland  is  a  travel  secret 
beginning  to  be  told  —  ask  anyone  who's 
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The  Ireland-United  States  Council  sponsors 
an  annual  Student  Work  Experience  Schol- 
arship Program.  Council  President  Roarty  is 
'   pictured  with  some  of  this  year's  partici- 
pants at  a  recent  lunch  at  the  21  Club  in 
New  York  City. 

been  there!  With  92%  of  its  visitors 
giving  it  ra\c  reviews  in  random  exit  sur- 
veys, the  six-county  area  is  a  rich  find  for 
the  seasoned  traveler.  In  an  area  roughly 
the  size  of  Connecticut,  the  traveler  can 
cover  (>0  million  years  of  history  —  from 
Ice  Age  wonders  to  the  ancestral  homes 
ot  I  ,S.  astronauts.  Visitors  can  also  fish 
little-known  streams;  savor  top-rated  cui- 
sine; walk  the  Mountains  of  Mourne; 
explore  a  capital  city  that  features 
neolithic  caves,  Victorian  architecture 
and  one  of  Europe's  two  largest  festivals 
ot  classic  and  contemporary  arts;  and 
trace  their  own  roots  as  well  as  those  of 
American  legends  like  the  Mellons  and 
Cyrus  McCormick. 

From  Belfast  on  the  eastern  Atlantic 
coast  to  the  authentically  restored 
walled  ciry  of  Derry  on  the  west, 
Northern  Ireland  has  thousands  of 
facets  to  capture  each  visitor's  imagina- 
tion. From  the  Glens  of  Antrim  in  the 
north  to  the  Sperrin  Mountains  and 
lush  lakelands  to  the  south,  Northern 
Ireland  offers  sights  as  rich  as  its  leg- 
endary double  rainbows.  For  all  the 
leaders  and  legends  it  has  given  the 
world,  this  land  is  most  proud  of  its 
people,  whose  warmth,  honesty  and 
efficiency  are  matched  only  by  their 
humor.  Northern  Ireland  offers  a  travel 
experience  as  personal  as  its  welcome  — 
a  feast  of  opportunity  for  both  visitor 
and  investor. 


The    Top    Ten    American 
Businesses    in    Ireland 


Based  upon  investment,  employment 
figures  and  a  measure  of  value-added, 
we  figured  our  Top  Ten  American  busi- 
nesses in  Ireland. 

•  Intel  Corporation 

•  IBM 

•  American  Home  Products  Corporation 

•  Dell  Computer  Corporation 

•  Schering-Plough  Corporation 

•  Pfizer,  Inc. 

•  Merrill  Lynch  &  Co.,  Inc. 

•  Merck  &  Company 

•  Microsoft  Corporation 

•  Fruit  of  the  Loom,  Inc. 


The    Top    Ten    Irish 
Businesses    in    the    U.S 


Many  Irish  businesses  have  been 
active  investors  in  America.  The  list  of 
the  Top  Ten  Irish  businesses  in  Ameri- 
ca was  calculated  using  capital  invest- 
ments and  the  size  of  the  businesses 
these  companies  have  built  in  the  U.S. 

•  Allied  Irish  Banks 

•  Jefferson  Smurfit  Group 

•  CRH  Group,  pic 

•  Kerry  Group 

•  Bank  of  Ireland 

•  Elan  Corporation  pic 

•  James  Crean  &  Co. 

•  The  Irish  Dairy  Board 

•  Glen  Dimplex 
Doyle  Hotels 


Custom  Golf* 

IRISH  LINKS  is  recognized  as  the  leader  in  customized  Irish  Golf 
Vacations.  For  over  a  decade,  we  have  tailor  made  itineraries  for 
thousands  of  golfers  offering  the  best  selection  of  courses,  hotels, 
tee*times  and  quality  transportation.  Start  your  ultimate  golfing 
experience  by  calling  203.363.0970  or  800.824.6538 


IRISH  LINKS 

400  Main  Street,  Suite  315 
Stamford,  CT  06901         M 


For  a  free  IRISH  LINKS  brochure,  mail  coupon  or  call  800.824-6 
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Waterville  Golf  Club 
in  County  Kerry 


So  You  Want  to  Go  to  Ireland  to  Play  Golf? 

THE  SCOTS  ARE  CREDITED  WITH  GOLF'S  DISCOVERY  AND  THE 
British  with  its  early  expansion.  Though  the  sport  evolved  later  in  both  the  U.S. 
and  Ireland,  the  Americans  soon  added  to  the  game's  huge  commercial  appeal, 
while  the  Irish  gave  the  game  its  soul. 


The  names  Ballybunion,  Royal 
Portrush,  Waterville,  Portmamock  and 
Royal  County  Down  all  evoke  a  sense  of 
purity  and  define  the  spiritual  dimen- 
sion of  the  sport.  These  great  links,  in 
common  with  all  of  Ireland's  golf 
venues,  have  established  this  small  island 
as  a  world-class  golf  destination,  partic- 
ularly among  a  growing  population  of 
American  golf  enthusiasts. 

Waterville  Golf  Links  in  County 
Kerr\'  played  a  unique  role  in  the  devel- 
opment of  golf  tourism  through  its  spe- 
cial ties  to  America,  which  began  with 
early  communications  technology. 
About  the  time  the  American  Civil  War 


was  ending,  the  Transadantic  Cable  was 
completed.  In  1 866,  the  first  electronic 
communication  between  the  U.S.  and 
Europe  occurred  via  a  cable  connection 
to  Ireland's  southwest  shore.  A  cable  sta- 
tion was  built  in  Waterville  to  relay 
these  messages,  and  the  technicians 
working  there  introduced  golf  to  the 
region,  leading  to  the  creation  of  the 
Waterville  Golf  Club  in  1889. 

In  recent  times,  a  direct  U.S.  invest- 
ment link  to  Waterville  was  established 
with  the  Irish-born  John  A.  Mulcahy, 
who  was  the  first  American  to  develop  a 
golf  resort  in  Ireland.  To  redesign  the 
old  Waterville  Golf  Links,  Mulcahy 


^  NATIONAL  TREASURY  MANAGEMENT  AGENCY 
TAX  FREE  -  IRISH  GOVERNMENT  SECURITIES 


Hundreds  of  multinational  companies 
in  Ireland  invest  in  Irish  Government 
Securities.  The  interest  rate  earned  is  not 
subject  to  tax  in  Ireland. 

To  team  more  about  these  investment 


Sean  Regan 

National  Treasury  Management  Agency 
Grand  Canal  Street.  DubSn  2,  Ireland 
01 1-353- H  676-2266 
i0 11-353-1'  676-6629 
stp©rrtma.ie  ^^^_ 


: 


too 


chose  the  famous  Irish  links  architec 
Eddie  Hackett,  who  joined  forces  wid 
U.S.  Masters  Champion  and  Wingec 
Foot  professional  Claude  Harmon,  tt 
create  Waterville  as  we  know  it  today 
Wrote  Ryder  Cup  Captain  Raymon 
Floyd,  "This  is  one  of  the  most  beauri-! 
ful  places  I  have  ever  seen.  It  has  some 
of  the  finest  links  holes  I  have  evei 
played." 

In  1987,  Waterville  House  and  Gob 
Links  was  sold  to  a  small  group  of  Irish- 
American  investmem  bankers,  attracting 
many  visitors  and  members  from  the 
world's  financial  community.  Today 
Waterville  House  is  a  four-star,  1 8th  cen 
tury  manor  house.  The  property  features 
the  natural  beauty  of  a  40-acre  estate  on 
the  Atlantic  and  the  most  famous  sea 
trout  and  salmon  fishery  in  Ireland. 
Waterville  House  has  10  bedrooms,  as 
well  as  a  sauna,  steam  room,  billiard 
room,  outdoor  heated  pool  and  private 
golf  practice  facility. 

Golf  at  Waterville  —  where  the 
beauty  of  classic  links  land  is  surround 
ed  by  the  sea,  yet  is  forever  shaped  by 
the  elements  —  is  a  mystical  experience 
Ranked  among  the  top  15  links  in  the 
British  Isles  by  Golf  World  magazine, 
Waterville's  membership  is  limited  to 
380,  with  120  places  set  aside  for  the 
international  golfing  fraternity. 

Many  professional  tournaments  have 
been  hosted  at  Waterville  and  most  of  the 
world's  great  champions  have  enjoyed  its 
challenges.  Recendy,  Mark  O'Meara, 
Payne  Stewart,  Ernie  Els  and  Tiger 
Woods  trained  there  before  the  1998 
British  Open.  In  2005,  Ireland  will  host 
the  Ryder  Cup.  With  its  tradition  and 
championship  caliber,  Waterville  has  sub- 
mitted its  candidacy  to  host  the  event. 

To  experience  the  beauty  and  chal- 
lenge of  Waterville,  call  Noel  Cronin, 
secretary  manager,  at  (011)  353-66- 
74102. 
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Ireland's  Economic  Success  Is  Founded  on  Free  Trade,  Free 
Enterprise  and  Keen  Competitiveness 

By  John  T.  Sharkey.  Vice  President,  MCI  WorldCom 


AMERICA  AND  IRELAND  SHARE  MANY  COMMON  BONDS  OF 
ancesm.  histor)  and  culture.  In  the  last  federal  census,  42  million  Americans 
indicated  proudly  that  their  ancestral  heritage  lay  on  the  Emerald  Isle.  And  North- 
ern Ireland  in  particular  has  a  special  place  in  American  history,  having  con- 
tributed more  presidents  of  the  U.S.  from  among  its  emigrant  sons  and  daugh- 
ters than  any  other  region  on  earth. 

To  be  sure,  these  are  interest- 
ing times  in  Ireland.  It  is  a  quar- 
ter century  since  the  European 
Union  admitted  the  U.K.  and 
Ireland  into  full  membership  of 
the  world's  largest  trading  bloc. 
Today,  we  are  living  in  a  world 
that  is  interconnected  more  than 
ever  before.  Asia  gets  an  eco- 
nomic flu  and  the  rest  of  the 
world  shivers:  Currency 
exchange  rates  are  realigned;^ 
stock  markets  and  bond  markets 
are  adjusted  immediately  to  take- 
account  of  international  devel- 
opments almost  as  they  occur. 

Two  broad  forces  are  impact- 
ing business  in  Europe,  following  an  ear-  very  desirable.  Government  intervention 
lier  American  trend.  The  first  of  these  is  in  the  market  is  something  that  will  never 
the  generalized  retreat  of  government  go  away.  But  we  are  surely  witnessing  a 
from  regulating  markets.  Deregulation  of  vast  reordering  of  the  role  of  governments 
large  swaths  of  commercial  enterprise  is      in   the  world  economy.  Throughout 


the  rule  today  and  not  the  exception. 
Where  previously  government  made 
decisions  about  pricing  and  competition, 
increasingly  the  markets  are  being 
allowed  to  operate  more  freely. 

In  the  U.S.,  the  breakup  of  Ma  Bell 
and  the  deregulation  of  telecommuni- 
cations spurred  the  breathtaking  alter- 
ation of  what  had  been  the  utility  land- 
scape. The  MCI-WorldCom  merger  is 
one  of  dozens  of  multibillion-dollar  ven- 
tures spawned  by  the  concept  of  less 
government  and  increased  competition. 

Clearly,  there  will  always  be  circum- 
stances where  regulation  is  needed  and  is 


Europe,  the  U.S.  and  Asia  there  are  major 
sectors  of  economic  activity  —  previous- 
ly ruled  by  government  fiat  and  managed 
by  bureaucracies  —  that  have  now  been 
unchained  to  address  the  needs  of  con- 
sumers in  a  dynamic,  free-enterprise  way. 
This  process,  which  is  also  clearly  visible 
in  both  parts  of  Ireland  today,  has  a  dis- 
tance to  go,  especially  in  Europe. 

The  other  factor  is  the  increasing 
internationalization  of  markets  and 
business.  This  has  been  caused  by  freer 
trade,  fewer  tariffs  and  more  open  mar- 
kets. Clearly,  we  are  now  seeing  levels  of 
competition  never  before  witnessed  in 


many  business  sectors. 

The  European  Union  has  offered  Ire- 
land, north  and  south,  access  to  a  much 
larger,  tariff-less,  quota-free  market  of 
some  340  million  consumers.  Just  25 
years  ago,  one-third  of  the  labor  force  on 
the  island  was  engaged  in  agriculture. 
Today  fewer  than  one  in  10  is  engaged 
in  primary  agriculture. 
Industries  able  to  make  it  in  the 
rough-and-tumble  world  of 
free  trade  have  survived  and 
many  have  prospered.  Those 
hiding  behind  quotas  and 
duties  were  marked  for  the  ash 
heap.  Clearly,  Ireland  paid  a 
heavy  price  for  freer  trade,  as 
hundreds  of  companies  were 
shuttered  and  tens  of  thou- 
sands of  people  lost  jobs. 

In  the  longer  term,  it  has 
been  a  price  worth  paying. 
Today,  both  parts  of  Ireland 
enjoy  economic  success  and 
are  ready  to  share  in  the  future 
growth  of  prosperity,  which 
we  confidently  anticipate. 


MCI    WorldCom 


MCI  WorldCom  is  a  global  telecommu- 
nications company  with  revenue  of  more 
than  $30  billion  and  established  opera- 
tions in  over  65  countries  encompass- 
ing the  Americas,  Europe  and  the  Asia- 
Pacific  regions.  MCI  WorldCom  is  a 
premier  provider  of  facilities-based  and 
fully  integrated  local,  long  distance, 
international  and  Internet  services.  MCI 
WorldCom's  global  networks,  including 
its  state-of-the-art  pan-European  net- 
work and  transoceanic  cable  systems, 
provide  end-to-end  high-capacity  con- 
nectivity to  more  than  35,000  buildings 
worldwide.  For  more  information  on  MCI 
WorldCom,  visit  the  World  Wide  Web 
at  http://www.mciworldcom.com  or 
http://wcom.com.  ■ 


The  long-winded  explanation  of 

why  the  MCI  WorldCom  merger 

is  important  to  business. 


In  an  age  when  mergers  are  being  announced  al  a  dizzy- 
ing  pace,  it's  all  too  easy  to  forgel  what  brought  WorldCom 
and  M<  I  together.  No  one  company  could  effectively  bring 
together  the  patchwork  of  networks  and  technology. 

Our  merger  will  change  all  that.  By  creating  the  firsl  lulls 
integrated,  end-to-end  communications  network*  rhrougb  our 
wholly  owned  network,  you  will  have  access  to  local,  long- 
distance and  international  services  foi  voice,  data  and  Internet. 


EVERY  FORM  OF  COMMUNICATION 
FROM  BEGINNING  TO  END 

W  hal  does  a  global  network  mean  for  your  business?  Ii 
mean--  that  you  Lret  *end-to-end  reliability.  You  pump  some 
data  in  from  a  building  in  lower  Manhattan  and  ii  goes  oul 
on  MCI  WorldCom,  It  leaves  New  York  and  heads  across  the 
Atlantic,  arriving  al  it-  destination  via  our  local  European 
network.  \ll  on  MCI  WorldCom.  It's  been  carried  l«\  the  first 
truly  local-to-global,  end-to-end  communications  company. 
Without  handoffs,  without  passing  the  buck. 


COMPLETE  ACCESS  TO  THE 
NEWEST  COMMUNICATIONS  NETWORK 

\\  hile  other  communications  companies  are  talking  about 
building  a  seamless  network.  MCI  WorldCom's  next  generation 

network  i-  here.    Today.  Our  network  can  carry  all  the  data 
handled  by  all  ol  the  other  communications  companies  com- 
bined.** So  we  are  sure  to  cover  your  communications  needs. 

SAVING  BUSINESSES  MONEY  FROM  DAY  ONE 

Merging  our  networks  and  unique  capabilities  has  allowed 
MCI  WorldCom  to  throw   off  the  -hackle-  and  the  costs  of 
middlemen.   I  his  alone  will  ultimately  save  everyone  time  and 
mone\  and  provide  you  with  a  single  point  of  contact.  As  will 
the  sheer  economies  of  scale  thai  always  occur  when  you  con- 
solidate your  communications  need-. 

I  his  freedom  could  only  be  accomplished  l>\  turning  the 
dream  ol  a  link  local-to-global,  end-to-end  network,  owned 
and  operated  1>\  a  single  company,  into  a  reality.   Vnd  that 

could  onl\  be  accom- 
plished In   merging 
WorldCom  and  MCI. 


The  short-winded  explanation. 


It  creates  the  world-  first  truly  local-to-global, 

end-to-end  communications  company. 


MCI  WORLDCOM 


'Only  MCI  WorldCom  owns  the  entire  network  Irom  origin  to  destination  in  many  locations  worldwide  '  'Refers  to  MCI  WorldCom's  network  capacity  tor  data  traffic  only.  ©  1998,  MCI  WORLDCOM.  Inc.  All  Rights  Reserve* 


insights 

Bscientific  innovation  surprises  us.  One  of  its  surprises  is  that  oil  supplies  have 
Ibeen  gushing  forth  at  the  same  time  that  oil  prices  have  been  going  down. 

|King  Faisal  and 
the  tide  of  technology 


By  Peter  Huber  and  Mark  Mills 

Thfv  WERE  ALL  wrong:  the 

Malthusians,  who  immediately 
predicted  the  end  of  plenty. 
And  the  free-market  types,  too, 
who  replied — only  a  shade  less 
dolefully — that  sharply  rising 
prices  would  be  the  key  to  get- 
ting oil  supplies  back  into  bal- 
ancc  with  demand 

Twenty-five      years      have 
passed  since  that  dreary  day, 
Oct      19,    L973,    when    King 
Faisal  ordered  a  25%  reduction 
in  Saudi  Arabia's  oil  production 
and  a  ban  on  shipments  to  the 
|U  S  ,  launching  the  OPEC  oil 
embargo.   This  year,  however, 
the  world's  oilfields  will  pro- 
duce 4  billion  more  barrels  of 
oil  than  they  did  in  1973.  And 
at  record  low  prices  (adjust- 
ed  for  inflation  i,  even  dip 
pinu  below  the  pre  embargo 
level. 

U.S.  fields,  the  oldest  in 
the  world  (many  predating 
World  War  I  |  were  supposed 
to  run  dry  before  1990.  By 
1973  we'd  already  pumped 
100  billion  barrels  (cumula 
lively  i  out  of  those  wells; 
only   35   billion  barrels  of 
"proved  reserves"  remained. 
But   since   then   U.S.  wells 
have  yielded  at  least  another 
75  billion  barrels.  The  big 
oilfields  of  Oklahoma  were  discov- 
ered in  1897;  reserves  were  assessed 
at  125  million  barrels  in  1969.  In  the 
quarter-century  since,  we've  pumped 
600  million  barrels  out  of  them. 

Pundits  said  it  couldn't  be  done. 
They're  still  saying  so.  Not  just 
cranks — serious  scientists,  economists 
and  politicians,  writing  cover  stories 
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Crisis  to  glut  in  25  years 
King  Faisal's 
Oct.  19, 1973 
order  to  ban 
Saudi  oil  shipments 
to  the  U.S. 
sent  Americans 
scrambling. 


Baker  Hughes'  down-hole  sensor 

Electronic  gadget  sniffs  its  way  along  the  well. 


Supply,  demand  and  price 


Billions  of  barrels 
30 


Price  per  barrel 
$60 


World  production  (left  scale) 

U.S.  production  (left  scale) 

Oil  price  in  1998$*  (right  scale) 
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'Inflation-adjusted. 

Data  for  1998  are  extrapolated 

from  midyear  averages. 


Sources:  International  Petroleum 
Encyclopedia;  Energy  Information 
Administration;  McGraw-Hill 
Encyclopedia  of  Energy. 


Technology,  not  price,  rules 
the  world's  oil  supply. 


for  magazines  like  Science  and  Scien- 
tific American  (see  box,  p.  238).  They 
were  wrong  in  1973.  They're  still 
wrong  today. 

The  price  of  oil  doesn't  determine 
the  long-run  supply  of  oil.  It  sounds 
like  economic  heresy,  but  only 
because  we're  accustomed  to  think- 
ing short  term.  Look  at  the  long- 
term  evidence.  Political  meddling  cer- 
tainly did  jerk  the  price  around — the 


cartel  managed  to  force 
prices  up  to  a  peak  of  $53 
(in  today's  dollars)  in 
1981;  then  prices  collapsed 
to  a  level  at  and  even 
below  the  1973  pre- 
embargo  price  of  $13 
(1998  dollars).  Yet  in  a 
period  of  huge  price 
swings,  global  annual 
output  has  just  risen  and 
risen — by  some  21%  in 
the  quarter-century  since 
1973. 

"The  supply  of  oil"  isn't 
determined  by  "supplies  of 
oil."  Humanity  has 
pumped  some  800  billion 
barrels  of  oil  out  of  the 
planet  over  the  course  of  a 
century.  But  oil  prices  have 
held  pretty  steady,  hover- 
ing most  of  the  time 
(again,  in  today's  dollars) 
between  $8  and  $20  a 
barrel,  with  a  median  of  $14. 

How  can  this  be?  Common  sense 
says  you  can't  pump  oil  out  of  empty 
rock.  The  law  of  diminishing  returns 
says  the  last  barrel  should  cost  a  lot 
more  to  pump  out  than  the  first. 

There  is  only  one  explanation. 
When  oil  keeps  gushing  ever  more 
copiously  while  its  price  holds  steady, 
you  have  to  conclude  that  the  geo- 
physical well  isn't  anywhere  near 
empty.  Experts  who  speak  confident- 
ly about  "supplies  of  oil"  are  referring 
to    "proved    reserves,"    but    those 


Robot  from  SubSea  International 
It  does  the  deep-sea  dirty  work. 

ipoi 

)StS 

determine  nothing.  The  Malthusiam  ni 
modelers  assume  giant  mechanical  .,.., 
rigs  sucking  dry  a  small  geophysical   m 
well.  But  by  all  the  evidence  at  hand, 
the  rigs  and  tankers  are  what's  small; 
the  earth's  well  is  unfathomable. 

We  are  now  pumping  wells  in  the 
U.S.  22%  more  slowly  than  we  did  at 
their  peak  production  in  1973,  and 
'proved  reserves"  in  domestic  wells 
have  declined,  too.  Does  this  vindi 
cate  the  OPEC-era  theory  that  we  are 
about  to  run  dry?  Far  from  it.  It  is 
not  the  scarcity  but  the  glut  of  oil 
that  explains  U.S.  production.  Find- 
ing and  pumping  oil  in  the  U.S.  has 
become  less  attractive  simply  because 
it  has  become  so  easy  to  find  oil  in 
new  fields  abroad.  Nobody  would 
argue  that  the  U.S.  must  be  running 
out  of  labor  because  so  much  needle 
work  has  moved  to  sweatshops  in 
Asia.  Same  with  oil. 

Global  "proved  reserves"  have 
almost  doubled  since  1973,  and 
much  of  the  new,  foreign  oil  is  very 
cheap.  For  a  time  shortly  after  the 
embargo,  oil  companies  were  spend- 
ing $22  a  barrel  (today's  dollars)  just 
to  find  new  U.S.  oil,  before  they  even 
began  extracting  it.  Malthusian  pre- 
diction: This  number  would  go  up 
and  up  and  go  out  of  sight.  Surprise: 
It  went  the  other  way.  The  finding 
cost  for  U.S.  oil  has  collapsed  to  $4  a 
barrel   and   is   falling.   But   Exxon 
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(The  well  didn't  run  dry 
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Eight  hundred  billion  barrels  later  the 
world's  pool  of  oil  is  still  gushing. 


reports  that  its  overseas  finding 
costs  have  dropped  even  faster — 
fourfold  in  the  last  six  years,  to  50 
cents  a  barrel.  That's  why  oil  com- 
panies aren't  killing  themselves  to 
find  deposits  here. 

Technology  surprises  people.  A 
paper  published  in  Science  in  1981 
came  up  with  what  seemed  to  be  a 
compelling  argument  for  why  oil 
wells  would  run  dry.  The  paper 
demonstrated  that  between  1995 
and  2006,  even  counting  Alaska, 
more  than  an  oil-barrel's  worth  of 
energy  would  be  required  to  find 
and  extract  a  new  barrel  from  the 
ground  in  the  U.S.  The  inescapable 
conclusion:  No  matter  what  the 
price  of  oil,  it  would  be  uneconom- 
ical to  hunt  for  oil  in  the  U.S. 

Didn't  happen.  Why?  The  Science 
paper  argued,  among  other  things, 
that  we'd  be  drilling  a  lot  more  dry 
holes.  But  in  fact,  we're  drilling 
fewer — the  discovery  rate  in  1997 
was  almost  six  times  as  good  as  in 
the  early  1980s.  A  slew  of  improve- 
ments in  sensing  technology  and 
computer  imaging  transformed  that 
end  of  the  business.  Nuclear  mag- 
netic resonance,  which  reveals 
tumors  in  bodies,  likewise  reveals  oil 
in  rock.  Drill  bits  now  come  with 
sensors  that — linked  to  a  computer 
on  the  surface — are  so  smart  they 
smell  their  way  to  oil. 

Conventional  sensors  and  their 
wires  can't  tolerate  temperatures 


above  350  degrees  Fahrenheit.  But 
fiber-optic  systems  can  tolerate  up 
to  600  degrees  and  make  possible 
continuous  monitoring  of  well  holes 
as  they  are  being  dug  deep  under 
the  earth.  This  leads  to  great 
enhancements  in  control  and  effi- 
ciency. In  its  Poole,  England  Wytch 
Farm  oilfield,  British  Petroleum  uses 
sensors  made  by  Sensor  Highway 
Ltd.  of  Andover,  England  and  by 
Baker  Hughes  to  optimize  pump 
operations. 

Wells  would  have  to  get  progres- 
sively deeper,  too,  the  1981  Science 
paper  predicted.  But  in  fact,  the 
average  distance  an  oil  company 
must  drill  to  produce  a  barrel  of  oil 
has  fallen  sharply  because  now 
drillers  can  go  horizontally  from  the 
bottom  of  a  well.  Vertical  depths 
have  indeed  increased,  but  radial 
and  horizontal  drilling  let  you  reach 
a  lot  more  oil  with  a  lot  less  extra 
shaft,  in  old  and  new  fields  alike.  In 
1995  Michigan  Technological  Uni- 
versity demonstrated  the  power  of 
horizontal  drilling  at  a  Michigan  oil- 
field. The  technology  increased  the 
well's  output  twentyfold,  and  dou- 
bled the  amount  of  recoverable  oil. 

Still  other  surprises  had  to  do  with 
the  porosity  of  rock.  Oil  engineers 
got  very  good  at  determining  pre- 
cisely how  oil  seeps  through  fields 
and  so  learned  how  to  maximize 
yields  by  pumping  in  liquid  carbon 
dioxide,  water  and  steam. 

Most  ©f  the  technology  story  hasn't 
involved  gee-whiz  innovations.  With 
oil,  as  with  computers,  the  "revolu- 
tion" has  come  about  mainly  by  the 
compound  effect  of  continuous  im- 
provement in  what  too  many  pundits 
have  assumed  to  be  static  technology. 

Oilfields,  for  example,  are  powered 
by  big  diesel  engines  and  turbines, 
which  require  maintenance  and 
repair,  like  your  car.  Look  how  much 
your  car  has  improved  since  1973. 
You  now  can  go  100,000  miles 
between  tune-ups.  Anybody  who  had 
predicted  as  much  in  1973  would 
have  been  laughed  at.  In  oilfields, 
sensors,  computers  and  modems 
allow  Caterpillar's  Solar  Turbines 
division  to  diagnose  and  predict 
maintenance  or  other  problems  from 
remote  headquarters. 

Small  improvements  have  come 


Exxon  geophysicists  in  Texas 
Computers  model  oil  flow  from 
the  bottom  up. 


everywhere  in  the  supply  chain.  Tires, 
for  example,  are  expensive  and 
important  on  heavy  field  equipment; 
replacing  them  entails  costly  down 
time.  Bridgestone/Firestone  is  field- 
testing  a  sensor  that  can  go  inside  a 
tire  to  monitor  temperature  and  pres- 
sure. P8cH  Mining  Equipment  of 
Milwaukee  provides  diagnostic  ser- 
vices for  drilling  tables  and  pumps. 

Welds  seem  as  unexciting  as  tires. 
But  companies  like  Lumonics,  in 
Ontario,  have  made  great  advances 
with  laser  welding.  Two  decades  ago 
it  might  have  taken  months  to  evalu- 
ate why  a  drill  shaft  or  gear  broke. 
Today,  companies  like  Concurrent 
Technologies  of  Johnstown,  Pa.  will 
analyze  a  part  failure  using  space-age 
analytic  instruments  and  computer- 
aided  tools,  and  deliver  a  solution  in 
a  week.  Underwater  hub-and-spoke 
systems  allow  multiple  wells  to  deliv- 
er oil  to  a  single  platform  loading 
tankers,  cutting  transportation  costs. 
Sensors  from  Baker  Hughes  and  a 
Boston  startup,  lie,  will  be  combined 
with  robots  to  allow  rapid  sensing 
and  repair  of  underwater  problems. 

The  deepest  offshore  wells  operat- 
ed in  1,000  feet  of  water  in  1979; 
with  the  help  of  underwater  robots, 
they're  at  3,000  feet  today.  Exxon 
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will  set  a  new  depth  record  with  an 
83-story  floating  platform  in  4,800 
feet  of  water,  scheduled  to  start  oper- 
ating in  the  year  2000  in  the  Gulf  of 
Mexico.  Shell  foresees  8,000-foot 
ventures. 

The  North  Atlantic  is  the  most 
challenging  drilling  environment  on 
the  planet;  the  S4  billion  (U.S.) 
Hibernia  platform  off  the  coast  of 
Newfoundland  installed  in  1997  is 
built  to  withstand  collision  with  a 
multimillion-ton  iceberg.  Even  at 
today's  depressed  oil  prices,  it  turns  a 
profit.  Conoco's  S4.2  billion  Hei- 
drun  platform  operates  in  1,150  feet 
of  water  just  70  miles  from  the  Arctic 
Circle.  Heidrun  breaks  even  at  S8.60 
a  barrel. 

Oilfields  produce  a  lot  of  gas, 
most  of  it  burned  off  as  waste 
because  it's  too  expensive  to  trans- 
port. But  the  technology  for  lique- 
fying natural  gas  by  refrigeration  is 
improving  rapidly.  (Liquified  natur- 
al gas'  share  of  the  world  gas  trade 
has  doubled  in  the  last  two 
decades.)  Technology  to  convert  gas 
cheaply  into  gasoline  would  double 
global  liquid-fuel  reserves  overnight. 


The  Fischer- Tropsch  process,  devel- 
oped in  the  1920s,  hasn't  been  eco- 
nomical, but  it  soon  may  be:  Exxon 
has  invested  S300  million  in  the 
process,  has  demonstrated  it  at  its 
Baton  Rouge  refinery  and  now 
holds  1,500  patents  on  the  process 
worldwide. 

For  a  time,  many  oil  companies 
bought  into  the  Malthusian  predic- 
tions of  scarcity  and  soaring  prices. 
While  they  did,  the  industry  stagnat- 
ed. With  oil  headed  for  SI 00  a  barrel 
you  clung  to  the  oil  you  already  had. 
You  didn't  bother  with  grinding  out 
profits  by  the  yard;  you  invested, 
often  profligately,  in  Hail  Mary 
bombs — synfuels,  tar  sands  and  spec- 
ulative holes.  It  was  falling  prices  that 
really  forced  oil  companies  to  get 
serious  about  shaving  costs  and 
boosting  yields.  Piling  up,  year  by 
year,  the  incremental  improvements 
overwhelmed  every  other  determi- 
nant of  supply. 

The  path  of  innovation  is  unpre- 
dictable, but  it's  a  good  bet  that  the 
oil  industry  will  improve  even  more 
in  the  next  quarter-century  than  it 
did  in  the  last.  Information  technol- 


ogy is  being  harnessed  in  even 
corner  of  the  industry  and  thr 
planet.  A  New  Zealand  physicist  ha:| 
developed  a  gravity  sensor  based  or 
a  superconducting  quantum  phe{ 
nomenon  that  will  help  oil  explorer:! 
literally  look  through  the  earthj 
Technology  may  eventually  unleasr 
gas  hydrates,  ice-like  minerals  tha^ 
occur  (in  stunning  quantities)  on  tht] 
floor. 

Envirogen  of  Lawrenceville,  N.Jj 
already  makes  genetically  engineerec 
bugs  that  help  clean  up  oil  spills  | 
these    bugs    have    a    great    future 
extracting  hea\y  oils  that  are  current -j 
ly  too  viscous  to  pump  out  of  tht 
ground.    If  they    ever    get    good 
enough  to  loosen  up  the  oil  locked  ir| 
oil  shale  and  tar  sands,  that  alone  wi 
increase  oil  reserves  a  hundredfold) 
Even  if  OPEC  could  have  survived 
politically,  it  was  doomed  by  a  forcel 
that  transcends  politics:  the  force  o:l 
innovation. 

Peter  Huber  is  a  fellow  of  the  Manhattan  Institute 
and  the  author  of  Law  and  Disorder  in  Cyberspace! 
Mark  Mills  is  a  physicist  and  president  of  Mills 
McCarthy  &  Associates,  Chevy  Chase,  Md. 


Forecasting  failures 

"The  supply  of  oil  will  fail  to  meet  increasing  demand       "From  the  late  1980s  onward,  oil  supplies  will  not  be 

before  the  year  2000,  most  probably  between  1985          able  to  keep  up  with  demand." 

and  1995,  even  if  energy  prices  are  50%  above  cur-          International  Energy  Agency  of  the  Organization 

rent  levels  in  real  terms."                                                   for  Economic  Cooperation  &  Development,  1982 

Massachusetts  Institute  of  Technology, 

International  Workshop  &  Report,  1977                             "Based  on  a  review  of  many  studies  of  recoverable 

crude  oil  that  have  been  published  since  the  1950s, 
"At  the  projected  rates  of  consumption  and  discovery,        it  looks  as  though  such  a  shortfall  [in  crude  oil] 
the  limited  availability  of  discovered  reserves  could            is  now  within  sight.  As  this  time  approaches,  we 
cause  oil  production  growth  to  taper  off  and  possibly         can  expect  prices  to  rise— markedly  and,  most  likely, 
reach  a  plateau  before  the  end  of  the  century."                  permanently." 
Exxon,  1978                                                                      James  MacKenzie,  World  Resources  Institute, 

Issues  in  Science  &  Technology,  summer  1996 
"We  must  rapidly  adjust  our  economics 

to  a  condition  of  chronic  stringency  in 
traditional  energy  supplies." 
Speech  by  James  R.  Schlesinger,  first 
Secretary  of  Energy,  Sept.  24,  1979 

"It  is  now  abundantly  clear  that  the 
world  has  entered  a  period  of  chronic 
energy  shortages  that  will  continue  until 
mankind  has  learned  to  harness  energy 
from  renewable  sources." 
Union  of  Concerned  Scientists,  1980 

g  "Global  production  of  oil 
from  conventional  sources 
is  likely  to  peak  and 
decline  permanently 
during  the  next  decade." 
Editor's  introduction 
to  feature  article, 
"Preventing  the  Next 
Oil  Crunch, " 
Scientific  American, 
March  1998 
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computers  &  communications 

Can  we  harness  the  virulence  of  salmonella 
bacteria  to  kill  cancer  cells? 

Fighting  disease 
with  disease 


By  Alexandra  Alger 

Once  cancer  spreads,  it  usually 
wins.  Chemotherapy  provides  only 
limited  help  because  chemicals  that 
kill  cancer  cells  tend  to  harm  healthy 
cells  as  well.  In  searching  for  magic 
bullets  that  attack  only  cancer,  one 
company  has  turned  up  an  odd  ally: 
Salmonella  typbimurium,  infamous  as 
an  agent  of  food  poisoning. 

Vion  Pharmaceuticals,  in  New 
Haven,  Conn.,  is  trying  to  tame  the 
vile  bacterium  by  stripping  out 
the  genes  that  manufacture 
purines,  DNA  building  blocks 
necessary  to  the  bacteria's 
growth.  The  tamed  strain, 
once  injected,  cannot  long 
survive  in  healthy  tissue,  but  it 
quickly  multiplies  a  thousand- 
fold in  tumors,  which  are  rich 
in  purines. 

In  Vion's  proof-of-principle 
study,  tumor-ridden  mice 
were  injected  with  the  attenu- 
ated salmonella  strain.  Their 
tumors  grew  very  slowly,  so 
that  a  month  later  they  were 
just  half  the  size  of  those  in  a 
control  group.  The  injected 
mice  lived  twice  as  long,  53 
days  versus  27  days.  The  mice 
were  tested  for  about  half  of 
corresponding  human  cancers 
that  involve  solid  tumors — 
colon,  lung,  breast,  liver,  kid-  ■■■ 
ney — and  the  results  were 
equally  good  in  all  of  them. 

"We  don't  have  a  cure,  just  a  novel 
way  of  slowing  things  down,"  cau- 
tions David  Bermudes,  a  Vion  scien- 
tist who  was  one  of  the  study's 
authors.  Of  course,  the  real  test  is 
what  happens  in  people.  Human  trials 
should  begin  early  next  year. 

Vion  scientists  are  hoping  that  if 
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the  treatment  works  in  humans,  it 
could  do  more  than  limit  tumor 
growth.  The  salmonella  could  be 
genetically  manipulated  to  produce 
cancer-fighting  proteins  that  might 
well  shrink  tumors.  Why  not  simply 
inject  such  proteins  instead  of  using 
the  bacteria  as  middlemen?  Because 
many  tumors  are  out  of  reach  or  are 
so  small  they  are  undetectable  until  it 
is  too  late.  The  bacteria  work  system- 


John  Pawelek,  Brooks  Low  and  David  Bermudes 

They  found  salmonella  attacks  cancer  tumors  in  mice. 


ically,  moving  into  tumors  wherever 
they  are. 

Vion's  idea  began  in  1992,  with  the 
brainstorming  of  two  Vale  scientists: 
Bermudes,  a  parasitologist,  and  John 
Pawelek,  an  expert  in  the  biology  of 
melanoma,  skin  cancer  that  is  often 
fatal.  They  were  mulling  the  tact  that 
white  blood  cells  called  macrophages 


resemble  metastatic  cancer  cells  ill 
their  ability  to  swarm  through  th\ 
body  at  will.  Recalls  Pawelek,  "Daviq 
came  back  and  said,  'If  cancer  celll 
really  do  look  like  macrophages,  theif 
mavbe  parasites  can  attack  them.' 
said,  'Wow.'" 

Pawelek's  lab  was  then  beinf 
funded  by  a  small  startup  that  agreec 
to  let  Pawelek  and  Bermudes  investij 
gate  this  idea,  along  with  another  coll 
league,  Brooks  Low.  The  startupl 
called  MelaRx,  evolved  into  publicl;! 
held  Vion,  which  licenses  the  salmof 
nella  technology  from  Yale. 

Like  most  small  biotech  firms,  Viori 
is  losing  money — $5  million  las  I 
year — but  it  at  least  has  prospects  fo 
getting  significant  product  revenue 
within  a  few  years.  One  of  those  prod 
ucts,  a  soluble  form  of  the  skin-and 
hair  pigment  melanin,  has  beer 
licensed  by  the  cosmetic  company  Sar. 
Mar  Laboratories  for  use  in  tanning 
products.  Vion  has  a  drug  that  treati 
head  and  neck  cancer,  Promycin 
which  attacks  cells  that  art 
resistant  to  radiation;  this  dru§ 
is  in  Phase  III  trials  and  if  i 
works  could  be  marketed  a 
early  as  2002.  Vion  says  that ; 
licensee  for  Promycin 
Boehringer  Ingelheim,  will  be 
paying  the  company  $50  mil 
lion  in  milestone  payments  b) 
the  time  the  drug  gets  FD/ 
marketing  approval. 

Of  all  his  prospects,  Ter 
rence  Doyle,  Vion's  head  o 
R&D,  is  pinning  his  biggesi 
hopes  on  the  salmonella  cancel 
treatment.  But  the  roads  tc 
cancer  therapy  are  paved  with. 
many  dead  ends  and  disap 
pointments.  Bristol-Myer: 
Squibb's  Taxol,  for  example,  i; 
a  big  seller  among  breasi 
cancer  drugs,  but  it  has  failec 
to  live  up  to  early  expectation: 
in  the  treatment  of  ovarian  anc 
lung  cancers.  Drugs  designee 
to  slow  tumors  by  interfering  with 
their  blood  supply  caused  a  burst  o 
hope  earlier  this  year,  but  are,  at  thi« 
point,  like  the  salmonella  treatment 
more  convincingly  useful  in  mice  thar 
in  people.  "We've  made  some  progress 
in  treating  cancer  in  the  last  3C 
years,"  says  Doyle,  "but  it's  not 
stunning — yet."  ■ 
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I  L^TH  iriTv]  LTi      bioscience 

By  Cynthia  Robbins-Roth 


Stealth  IPOs 


In  today's 
nasty  markets, 
tracking  stocks 
may  be  the 
best  combina- 
tion of  risk 
and  safety 
out  there. 


Biotech  companies,  their  stocks  still  in  the 
tank,  have  shifted  to  a  creative  financing 
vehicle  to  showcase  their  technology  while 
minimizing  the  risk  of  market  rejection. 

Genzyme  Corp.  (genz),  a  firm  in  Fram- 
ingham,  Mass.  with  product  revenues  from 
therapeutics,  diagnostics  and  services,  is  a 
prime  example  of  the  phenomenon.  The 
firm  wanted  to  highlight  its  cancer- fighting 
division,  but  the  dismal  market  for  tech- 
related  new  issues  scared  it  away  from  an 
IPO  of  shares  in  the  division.  Instead,  Gen- 
zyme plans  to  distribute,  in  a  tax-free  divi- 
dend to  its  shareholders,  shares  called  Gen- 
zyme Molecular  Oncology.  The  oncology 
shares,  which  start  trading  this  month,  are 
known  as  a  tracking  stock. 

Tracking  stock  focuses  attention  on  a 
technology  that  might  get  lost  in  a  larger 
business  while  remaining  a  part  of  the 
parent  corporation  for  income  tax  purposes. 
This  allows  the  mature — and  presumably 
profitable — parent  business  to  lower  its  tax 
burden  by  retaining  the  losses  of  the  less 
mature  division.  It  also  creates  a  new  stock 
option  to  dangle  before  employees'  noses. 

Property  rights  can  get  a  little  fuzzy  when 
a  corporation  uses  tracking  stock  to  carve 
up  assets  without  really  transferring  owner- 
ship of  them.  But  the  concept  gained  legiti- 
macy over  the  past  decade  after  General 
Motors  issued  Class  E  shares  that  eventually 
turned  into  Electronic  Data  Systems. 

Genzyme  Molecular  Oncology  combines 
high-  and  low-risk  components.  The  sexy — 
and  risky — part  consists  of  gene  therapy  and 
immunotherapy  for  cancer,  genomics  tools 
to  identify  novel  targets  for  drug  design, 
small-molecule  drug  discovery  and  cancer 
diagnostics,  gmo  got  a  leading  position  in 
this  field  with  last  year's  purchase  of  Phar- 
magenics  Inc.  and  in  genomics  service  deals 
with  three  biotech  firms  and  Parke-Davis. 
The  company  also  formed  a  partnership 
with  Schering-Plough  to  develop  ways  of 
delivering  genes  to  the  body's  tissues.  Some 
of  this  research  has  already  reached  the 
clinic,  in  the  form  of  two  Phase  I  trials  of 
gene  therapy  for  melanoma. 

The  risk  is  balanced  by  GMO's  close  rela- 
tionship with  its  healthy  parent.  Genzvme 


has  a  cash  balance  of  more  than  $400  mil- 
lion and  profit  from  product  sales  (a  kind  of 
profit  not  often  seen  in  the  biotech  busi- 
ness). Genzyme  gave  GMO  an  initial  line  of 
credit  of  $25  million,  promises  another  $30 
million  and  raised  another  $20  million  a 
year  ago  for  the  oncology  division  via  a  con- 
vertible debenture  offering.  GMO's  big- 
pharm  partners  cover  about  two-thirds  of  its 
research  expenses,  says  Gail  Maderis,  the 
gmo  president.  She  figures  gmo  can  soldier 
on  for  two  to  three  years  without  needing 
access  to  the  capital  markets. 

GMO  will  be  a  good  deal  for  current 
shareholders  only  if  its  issuance  doesn't 
depress  the  price  of  the  parent  company's 
stock,  which  now  goes  by  the  name  Gen- 
zyme General.  To  keep  that  from  happen- 
ing, Peter  Worth,  executive  vice  president  of 
Genzyme,  says  he  will  go  on  the  road  to 
inform  existing  shareholders  about  what 
they  are  getting  and  to  identify  likely  new 
investors.  He  needs  that  new  demand  to 
offset  the  gmo  shares  that  will  be  shed  by 
institutional  investors  that  aren't  allowed  to 
hold  small-cap  stocks. 

Perkin-Elmer  Corp.  doesn't  need  such  a 
road  show  to  push  the  tracking  stock  it 
plans  to  issue  for  its  new  Celera  Genomics 
business  unit.  Celera  got  a  lot  of  publicity 
last  spring,  when  it  was  created  in  collabora- 
tion with  Craig  Venter  and  the  Institute  for 
Genome  Research.  But  Anthony  White,  PE's 
chief  executive,  still  needs  to  drum  up 
small-cap  investors  because  he,  too,  has  had 
trouble  winning  over  longtime  institutional 
investors,  who  cannot  or  will  not  acknowl- 
edge Celera's  potential. 

The  tracking  stock  distribution  gives  PE  a 
chance  to  shift  the  genomics  business  onto 
the  radar  screens  of  biotech  analysts,  who 
are  better  able  to  recognize  its  value.  Like 
gmo,  Celera  will  have  instant  access  to  capi- 
tal and  an  established  and  talented  manage- 
ment team,  coupled  with  the  big  potential 
upside  of  a  startup. 

Only  time  will  tell  if  these  tracking  stocks 
are  as  beneficial  to  investors  as  they  are  to 
the  parent  companies.  But  in  today's  nasty 
markets,  they  may  be  the  best  combination 
of  risk  and  safety  out  there.  M 


Dr.  Cynthia  Robbins-Roth  is  a  principal  of  BioVenture  Consultants  and  the  editor-in-chief  of  BioVenture  Publishing,  San  Mateo,  Calif. 
Her  book,  Alternative  Careers  in  Science:  Leaving  the  Ivory  Tower,  was  recently  published  by  Academic  Press. 
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Today, 

there  are 

200  million  people 


out  there  making  &  taking  wireless 


calls  (there'll  be  700  million  more  in  the 


next  couple  decades).  There  are  830  million 


Web  pages  you  can  visit  and-get  this-in  the  next 

four  years,  there  may  be  8  billion.  By  the  year  2000,  there'll 

be  something  like  a  thousand  new  companies  providing  phone, 

wireless  and  Internet  services.  (Guess  who's  ready  to  work  with  all  of  them?) 

There's  a  communications  revolution  going  on.  And  one  company  is  way  out  in  front. 


software  horizon 

By  Joseph  IL  Garber 


Back  from  the  junkyard 


Whither 
Netscape? 


10 
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Source:  OneSource 
information  Services. 

Netscape  split- 
adjusted  weekly 
closes  since  stock 
began  trading. 
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"Hitting  the  wall"  is  what  Silicon  Valley 
calls  it  when  a  high-growth  entrepreneur 
slams  into  an  unforeseen  obstacle.  The 
metaphor  usually  implies  the  best  thing  to 
do  with  a  crashed  company  is  sell  off  the 
salvageable  parts  and  haul  the  remainder  to 
a  junkyard.  However,  sometimes  opportuni- 
ty grows  out  of  a  crash,  as  the  recent  history 
of  two  software  companies,  Gentia  and 
Netscape,  amply  illustrates. 

Gentia  is  a  British  outfit  with  sales  that 
soared  from  $6  million  in  1994  to  $26  mil- 
lion in  1996.  Then — crash! — 1997  revenues 
flatlined,  and  earnings  sank  into  the  red. 

Gentia  was  one  of  the  earlier  data  ware- 
housing shops,  peddling  big-ticket  software 
to  knit  together  the  incompatible  databases 
most  large  corporations  maintain.  Despite  a 
head  start  and  a  strong  reputation,  it  discov- 
ered that  competing  against  Oracle  in  the 
mainframe  world  is  as  much  fun  as  compet- 
ing against  Microsoft  in  PC  software.  Gentia 
had  to  find  a  new  market. 

The  light  dawned  when  Scott  Silke,  42- 
year-old  vice  president  of  marketing,  real- 
ized that  a  consulting  shop  named  Renais- 
sance Solutions  was  1 5  miles  up  the  road 
from  Gentia's  U.S.  branch  office  in  Wake- 
field, Mass.  In  1991  Renaissance's  presi- 
dent, David  Norton,  together  with  Harvard 
B  School  professor  Robert  Kaplan,  had 
invented  the  "balanced  scorecard" — a  now- 
popular  technique  for  boiling  all  the  corpo- 
rate performance  measures  that  manage- 
ment needs  to  monitor  down  to  about  20 
variables  spanning  financial  results,  cus- 
tomer satisfaction,  operations  performance 
and  organizational  effectiveness. 

While  the  balanced  scorecard  sounds 
simple,  it's  tricky  to  implement.  It  is,  Silke 
thought,  precisely  the  sort  of  complex  data- 
intensive  problem  that  Gentia's  software 
was  designed  to  solve. 

Gentia  cut  a  deal  with  Norton  to  market 
a  software  version  of  the  balanced  scorecard 
branded  with  the  name  of  one  of  the  guys 
who  wrote  the  book  on  the  subject.  The 
result:  20  new  orders  in  the  most  recent 
quarter  for  software  that  can  cost  up  to  $2 
million  for  a  massive  installation  (but  only 
about  $150,000  for  a  basic  50-user  system), 
and  the  prospect  of  a  $32  million  year.  The 


original  data-warehousing  business  is  still 
ticking  along,  but  growth  and  profits  likely 
will  come  from  the  scorecard  business. 

Netscape's  crash  was  nastier  because  it  was 
going  faster.  The  earliest  overpriced  Internet 
stock,  it  quickly  zoomed  400%,  probably 
because  the  media  touted  its  Web  browser  as 
"a  Microsoft  killer."  That  phraseology  being 
certain  to  get  Bill  Gates'  attention, 
Microsoft  chucked  its  plan  to  clone  AOL, 
cloning  Netscape  Navigator  instead. 

And  then  .  .  .  well,  the  sad  tale  was  told  by 
Nikhil  Hutheesing  in  Forbes'  last  issue.  What 
would  you  do  if  a  merciless  rival  started 
giving  away  your  flagship  product  for  free? 

After  some  understandable  dithering, 
Netscape  bit  the  bullet,  reduced  Navigator's 
price  to  zero,  watched  half  its  revenues  go 
up  in  smoke  and  started  looking  for  some- 
thing else  to  do  with  its  talents. 

Management  hit  on  two  overlooked 
opportunities.  First,  its  Web  site  was  (and 
is)  one  of  the  Net's  largest,  rivaling  that  of 
Yahoo!  (which  has  an  $11.4  billion  market 
value).  Easy  enough  to  beef  Netscape's  up, 
sell  advertising  and  earn  a  few  bucks. 

More  important,  while  best  known  for  its 
browser,  Netscape  is  skilled  in  behind-the- 
scenes  server  software,  especially  the  kind 
needed  by  outfits  that  want  to  tinker  with 
electronic  commerce.  Showing  the  sort  of 
nimbleness  at  which  entrepreneurial  shops 
excel,  Netscape  retooled  itself  as  software 
for  the  back  office  rather  than  the  desktop. 
New  customers  include  such  blue  ribbon 
accounts  as  Citigroup,  John  Hancock  and 
the  Sabre  airline  reservation  system. 

The  result:  Despite  losing  its  browser  rev- 
enues, Netscape's  sales  will  be  up  this  year.  In 
calendar  1998  it  will  haul  in  close  to  $600 
million,  up  from  $534  million  in  1997. 
(Because  of  a  shift  in  the  fiscal  year  to  Jan. 
3 1 ,  the  current  fiscal  year  will  show  a  down- 
ward blip.)  True,  Netscape's  stock  is  trading 
below  its  1995  initial  offering  price — but 
then,  doing  dull  corporate  systems  stuff 
doesn't  get  you  the  astronomical  multiple 
the  money-burning  Internet  crowd  enjoys. 

Are  Gentia  and  Netscape  back  on  the  fast 
track?  It's  too  early  to  say;  but  what  can  be 
said  is  this:  Hitting  the  wall  doesn't  mean 
an  automatic  ticket  to  the  junkyard.  wm 


Joseph  R.  Garber's  E-mail  address  is  garber@well.com 
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That's  because  NEC's  expertise  spans  the  computer,  communications,  imaging  and  semiconductor  technologies 
that  together  make  up  the  world  of  multimedia.  Our  ATM  systems  integrate  voice,  video  and  data  so  you  can 
collaborate  on  just  about  any  kind  of  project  with  colleagues  just  about  anywhere.  Our  graphics  accelerators  give 
countless  interactive  games  their  turbocharged  thrills.  Our  full-color,  hand-held 
computers  let  you  slip  your  office  into  your  briefcase.  Our  new,  flat  panel  monitors 
are  delivering  superior  image  quality  from  almost  any  angle.  And  our  virtual  micro- 
scopes are  creating  a  whole  new  way  to  study  the  motions  of  molecules.  Discover 
the  world  of  multimedia.  Because  it's  your  world.  And  NEC  can  help  you  run  it. 
WWW.neC.com   1.800.338.9549 


just  imagine 

NEC  MULTIMEDIA 


By  Stephen  Manes 


Digital  tools 


Windows  lite 


You're  flying  across  the  Pacific, 
and  seat  87E  doesn't  have  a 
power  outlet.  What  would  you 
be  willing  to  give  up  for  a  com- 
puter whose  battery  can  work  an 
eight-hour  day  and  possibly 
overtime? 

Until  recently  that  question 
would  have  been  purely  theoreti- 
cal. But  now  there  are  $1,000 
notebooks  that  use  the  Windows 
CE  operating  system,  the  one 
Microsoft  touts  for  uses  from 
set- top  boxes  to  car  computers. 
Take  Hewlett-Packard's  new 
$1,000  Jornada  820,  by  far  the 
best  CE  machine  to  date.  That's 
not  necessarily  a  whopping  com- 
pliment. Microsoft's  Web  site 
says  that  CE  doesn't  represent  "a 
single  concept,"  but  when  the 
system  debuted  a  couple  of  years 
ago  on  organizer-size  devices  with  dim  screens  and 
hopeless  keyboards,  the  concept  "lame"  sprang  to 
mind.  This  year's  upgrade  enabled  shameless  Palm 
Pilot  knockoffs  and  larger  units  at  once  too  big  to  fit 
into  a  pocket  and  too  small  to  type  on  with  comfort. 

The  new  version  is  dubbed  Handheld  PC  Profession- 
al Edition.  Conventional  wisdom  says  the  Gates  gang 
tends  to  get  things  right  around  the  third  try.  Did  it 
happen  this  time? 

Not  quite,  but  the  new  CE  is  a  step  in  the  right  direc- 
tion. The  advantages  of  machines  with  power-sipping 
processors  and  silicon  storage  instead  of 
hard  drives  remain:  Batteries  last  many 
hours,  and  when  you  press  the  on/off 
button,  your  machine  starts  up  right  where 
you  left  off. 

But  as  with  most  Microsoft  software, 
problems  are  all  too  obvious.  CE  works  just 
like  Windows  except  when  it  doesn't;  it's 
easy  to  master  except  when  it  baffles  you. 
The  inconsistencies  are  maddening. 

A  stripped-down  version  of  Microsoft 
Office  is  built  into  every  unit,  but  its  pro- 
grams lack  features  you  may  consider  essen- 
tial. Need  to  produce  a  document  with 
tables,  pictures,  headers,  footers  or  even 
page  numbers?  Tough.  With  Pocket  Power- 
point,  you  can't  edit  presentations,  you  can 
only  display  them,  and  animations  and  slide 
transitions  disappear. 

The  sluggish  Web  browser  chokes  on 


audio,  video  and  many  other  formats  and  options  it 
can't  handle,  including  several  promoted  by  Microsoft 
It  can't  connect  to  services  like  America  Online.  The 
revamped  E-mail  software  offers  many  new  features, 
but  it  could  not  sort  my  mail  properly  and  claimed  a 
message  in  my  in- box  had  been  posted  several  days  in 
the  future. 

CE  machines  are  meant  to  be  "companions"  you 
hook  up  regularly  to  real  Windows  machines.  That's 
how  you  install  new  software  and  keep  files  and  data 
synchronized  and  backed  up.  Unfortunately,  the 
hookup  uses  dubious  Windows  plumbing,  and  screen 
upon  screen  of  troubleshooting  help  reveals  how  tricky 
it  can  be.  On  mine,  the  software  tried  to  dial  my  Inter- 
net provider  every  time  the  CE  unit  and  the  big  one 
started  communicating. 

Hardware  makers  have  taken  steps  to  overcome 
some  of  Microsoft's  gaffes.  With  the  Jornada,  HP 
includes  a  program  intended  to  make  Internet  access 
easier  and  a  viewer  that  lets  Pocket  Outlook  display  a 
monthly  calendar  with  real  information  instead  of  use- 
less pie  charts. 

Within  its  limitations  the  Jornada  is  a  very  nice 
machine.  The  8 -inch  color  screen  may  be  small,  but  it's 
bright.  A  modem  is  built  in,  and  so  are  a  USB  port  and 
slots  for  a  PC  card  and  compact  flash  memory. 

The  Jornada  is  also  the  first  CE  machine  with  a 
touchpad  instead  of  a  touchscreen,  so  you  needn't  pick 
up  a  stylus  or  smudge  the  screen  with  greasy  airline 
food  when  you  just  want  to  click  an  icon.  HP  even 
offers  an  adjustable  keypad  delay  so  that  you  can  rest 
your  thumbs  as  you  type.  The  keyboard  has  a  sensible 
layout  and  comfortable  keys,  but  the  keys  with  pro- 


Sharp  TriPad,  Hewlett-Packard  Jornada: 

Long  distance  runners,  but  lightweight  in  more  ways  than  one. 


Stephen  Manes,  a  computer  industry  journalist  since  1983,  is  the  coauthor  of  Gates,  a  biography  of  Microsoft's  chairman. 
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gram  icons  make  the  unit  look  like  the  toy  it  isn't. 
The  Sharp  TriPad  (like  the  similar  Vadem  Clio, 
which  I  did  not  try)  has  a  snappy  design  that  lets  you 
flip  the  9.4-inch  screen  over  and  turn  it  into  a  tablet 
you  can  write  on  with  the  stylus.  Too  bad  the  proto- 
type weighs  about  52  ounces,  12  more  than  the  Jorna- 
da. The  curved  keyboard  looks  great,  but  it's  hard  to 
type  on.  The  screen  is  not  terribly  bright,  and  it 
vibrates  annoyingly  when  you  pound  the  keys.  Unless 
you're  committed  to  handwritten  data  entry,  this  is 


probably  not  the  machine  for  you. 

More  CE  units  are  on  the  way,  including  one  with  a 
pointing  stick  from  IBM  and  one  with  a  high-resolu- 
tion screen  from  NEC.  But  bear  in  mind  the  severe 
limitations  of  these  machines  and  the  fact  that  $1,000 
will  now  get  you  a  genuine  Windows  notebook,  light- 
weight or  heavyweight,  though  not  one  with  an  eight- 
hour  battery.  Place  your  bets  on  which  will  get  here 
first:  brilliant  CE  software  from  Microsoft  or  power 
outlets  at  every  coach  seat?  tm 


Triumph  over  tray  tables 


When  the  c  oa<  h  CLASS  movie 
starts  and  the  dolt  in  front  of  you 
tilts  the  seat  back  into  your  face, 
how  do  you  use  your  computer? 

Typical  answers  used  to  involve 
pecking  on  Lilliputian  keyboards, 
squinting  at  teeny  screens  or  becom- 
ing a  contortionist.  Sony's  sleek  Vaio 
505  helped  change  all  that.  And  it 
just  got  better. 

The  new  505F  is  still  a  real  Win- 
dows machine  in  a  slim  lavender  3- 
pound  magnesium-alloy  case  not 
much  bigger  than  this  issue  of 

Forbes,  with  the  floppy  drive  and 

most  ports  banished  to  outboard 
units.  The  keys  are  still  10%  smaller 
than  normal,  but  good  enough  far 
touch-typing.  The  screen  is  still  a 
bright  10.4-inch  active-matrix  800- 
by-600  model,  and  32  megabytes  of 
memory  remain  standard. 

But  now  the  hard-drive  capacity 
and  video  ram  have  doubled,  to  4 
gigabytes  and  2  megabytes,  respec- 
tively, and  the  processor  has  been 
boosted  to  233  megahertz.  The 
price:  down  SI 00,  to  SI, 900.  For 
'S300  more,  the  505FX  model 
includes  twice  the  memory,  a  266- 
megahertz  processor  and  a  fast  IEEE 
1394  port.  The  classy  chassis 
remains  the  same. 

And  now  there's  competition.  For 
$2,000,  Toshiba's  even  thinner  Por- 
tege 3010CT  (or  3015CT,  identical 
except  for  software)  includes  a  266- 
megahertz  processor,  a  longer-life 
battery  and  a  pointing  stick  instead 
of  a  touchpad.  Instead  of  the  Sony's 
single  PC  card  slot  and  built-in 


modem,  the  Portege  has  two  PC  card 
slots  and  a  modem  that  slips  into  one 
of  them.  The  overall  design  is  less 
elegant — the  power  supply  looks 
positively  Dickensian  compared  with 
Sony's  space-saver — but  it  works. 

Sharp's  Actius  A100  has  a  built-in 
modem  and  a  bigger,  brighter,  11.3- 
inch  screen  with  the  same  resolu- 
tion. The  system  comes  with  64 
megabytes  of  RAM,  but  only  1 
megabyte  of  video  memory,  a  233- 


Sharp  Actius,  Toshiba  Portege,  Sony  Vaio 
First -class  units  for  coach  class  flights. 


megahertz  processor  and  a  3 -giga- 
byte hard  disk.  That  makes  its 
$2,600  asking  price  way  out  of  line. 
Little  machines  like  these  are  just 
beginning  to  take  flight.  In  Japan, 
Sony  has  released  the  Vaio  PCG-C1. 
Pictures  and  specs  show  a  wide, 
short  screen  (1024  by  480  pixels) 
and  a  built-in  digital  camera  that 
takes  stills  and  movies.  You  can  E- 
mail  an  illustrated  complaint  about 
the  airline  food.  -S.M.  Bi 


The  extras  add  up 

Those  3-pound  Windows 
machines  get  their  svelte  lines 
by  leaving  out  certain  key 
peripherals.  So  get  out  your 
checkbook. 

Want  to  install  new  software? 
Unless  you're  hooked  up  to  a 
network,  you'll  need  an  out- 
board cd-rom  player  with  a  PC 
card  interface.  The  tariff:  about 
$300.  The  models  from  Sony 
and  Sharp  require  AC  power; 
Toshiba  says  its  CD-ROM  player 
(due  out  soon)  will  also  run  on 
batteries,  a  real  convenience  for 
the  traveler. 

You'll  also  want  an  extra  bat- 
tery for  the  main  unit.  Though 
Sony's  original  equipment  is 
good  for  two  hours,  its  $300 
auxiliary  model  lasts  about  twice 
as  long.  The  Toshiba  and  Sharp 
standard  batteries  go  about 
three  hours.  Toshiba's  matching 
spare  costs  $150;  Sharp's  signifi- 
cantly bigger  auxiliary  lists 
for  $280. 

And  if  you  buy  a  32-megabyte 
computer,  upgrade  the  memory 
as  soon  as  possible  for  better 
performance.  With  machines  like 
these,  32  more  megabytes  will 
set  you  back  about  $100. 

When  you  get  done,  your 
$2,000  computer  will  end  up 
costing  more  like  $2,500.  -S.M. 
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Discarded  values 

Hundreds  of  companies  are  well  off  their  highs. 

Surely  they  don't  all  deserve  to  be  reclassified  as  rubbish. 


By  Eric  S.  Hardy 

What  a  fickle  bunch  investors  are.  Four  months  ago 
MGic  Investment  Corp.,  which  insures  mortgages  against 
defaults  by  homeowners,  was  trading  at  nearly  $65  a 
share.  Its  trailing  12 -month  earnings  came  to  $3.10.  Since 
then  the  Milwaukee  company  turned  in  an  excellent  Sep- 
tember quarter,  bringing  the  trailing  earnings  to  $3.28. 
The  stock  recently  traded  at  $37.63. 

Why  is  it  that  a  solid  insurance  company  with  growing 
earnings  should  be  worth  only  1 1  times  earnings  rather 
than  21?  No  good  reason.  Granted  even  that  the  market 
had  gotten  a  litde  ahead  of  itself  last  summer,  it's  hard  to 
explain  why  so  many  stocks 
have  fallen  so  substantial- 
ly. In  mgic's  case, 


it's  possible  that  investors  fear  a  rash  of  refinancings  that 
would  eliminate  some  of  its  existing  book  of  business. 
There's  some  truth  to  this,  but  refinancings  typically 
account  for  only  15%  to  20%  of  mgic's  business. 

Analysts  expect  MGic  to  earn  $3.80  a  share  in  1999 

We  ran  several  computer  screens  in  search  of 
oversold  stocks  like  MGic.  Starting  on  page 
254  is  a  list  of  200  that  are  off  40%  or 
more  from  their  52 -week  highs.  ~^00^.         ""  ^6 

Example:  Mesaba  Holdings,  Inc.,  a 
regional  airline  based  in  Minneapolis, 
Minn,  that  was  just  named  to  the  Forbes  list 
of  the  200  Best  Small  Companies  (Nov.  2).  Mesaba  has 
some  baggage — it  had  to  temporarily  cease  operations 
during  the  Northwest  Airlines  strike  that  was  settled  in 

September.  Nevertheless,  this  profitable  little  airline  sells 
for  only  13  times  latest  12-month  earnings. 

Nashville,  Term. -based  Corrections  Corp.  of  America,  the 
country's  largest  private  owner  and  operator  of  jails,  prisons 
and  temporary  detention  centers,  traded  as  high  as  $41.50 
earlier  this  year.  Now  Corrections  trades  for  $17.75.  What 
made  it  go  down?  For  one,  some  bad  publicity  about  jail 
conditions  and  a  jailbreak  in  a  facility  in  Youngstown,  Ohio. 


ILLUSTRATIONS  BY  MICHAEL  KLEIN 


The  bull  market  wasn't  equally  kind  to  all  equities.  Though  they  may  have  sold  at  higher  levels  during  the  past  16  years, 
these  six  stocks  are  now  worth  less  than  they  were  in  July  1982,  and  that's  before  adjusting  for  inflation. 
Not  every  dog  will  get  its  day,  but  these  at  least  look  cheap  in  relation  to  their  expected  1999  earnings. 


Company/industry 

Price 

change  from 
7/30/82 

recent 

Latest  12-month- 

sales           EPS 
($mil) 

P/E 

—1999  estimate- 
EPS           P/E 

Book 
value/ 
share 

Debt/      Market 

equity      value 

($mil) 

Bethlehem  Steel/steel 

^12% 

-14 
^7 

$8.81 

$4,554 

$1.28 

7 

$0.97             9 

$11.36 

60%     $1,142 

Milacron/machinery 

18.50 
21.88 
12.00 
11.25 

2,035 

2.22 

8 

2.36             8 

12.21 

84             726 

Navistar  Intl/trucks 

7,581 
362 
970 

2.87 
0.96 
1.18 

8 

13 
10 

3.09             7 
1.33             9 
1.55             7 

11.72 
7.27 
13.19 

198           1,467 

Oceaneering  Intl/oilfield 
Tesoro  Petroleum/oil 

services 
bncating 

-7 
-38 

41             276 
130             364 

Wyman-Gordon/metal  fa 

-23 

13.44 

763 

1.05 

13 

2.03             7 

5.61 

81             491 

Stock  prices  as  of  Oct  21 

Sources:  Market  Guide  and  IBES 

via  OneSource  Information  Services. 

Beyond  that,  NationsBanc 
Montgomery  Securities 
analyst  James  Janesky  says 
investors  may  be 
unnerved  about  a 
plan  to  recombine 
the  company  in  the 
first  quarter  of  1999  with 
CCA  Prison  Realty  Trust,  a  real  estate  invest 
ment  trust  (REIT)  it  spun  off  in  July  1997.  If  so, 
investors  may  be  missing  something:  Sales  are  expect- 
ed to  nearly  double  in  the  next  two  years,  to  $900  mil- 
lion, according  to  Value  Line.  Corrections  sells  for  six 
times  Janesky's  estimate  of  $2.83  a  share  for  funds 
from  operations  in  1999.  (ffo,  a  sort  of  earnings  figure 
for  REITs,  equals  net  earnings  plus  depreciation  minus 
gains  or  losses  from  sales  of  properties  and  securities.) 


Investors  seem  to  be  lumping  Corrections  in  with  REITs 
that  rent  office  and  retail  space  and  thus  may  suffer  in 
a  deflationary  environment.  There  is 
simply  no  connection 
between  office 
vacancies  and 
demand  for  con- 
tract prisons.  Your 
basic  baby-and-bath- 
water  phenomenon,  then. 
The  large  table  also 
includes  a  collection  of  beaten-down  new  issues. 
Among  them:  Steelcase  Inc.,  a  leader  in  office  furni- 
ture that  went  public  in  February  of  this  year  and  is 
now  trading  at  less  than  half  its  1998  high.  David 
Manthey,  an  analyst  at  the  Milwaukee  brokerage 
Robert  W.  Baird  &  Co.,  Inc.,  projects  earnings  of 


spotlight 

$1.50  for  the  1998  fiscal  year  ending  in  February  1999.  At 
a  recent  $17,  Steelcase  is  going  for  11  times  that  number. 
The  tables  below  attempt  other  kinds  of  bargain-hunt- 
ing. The  table  on  page  251  shows  six  stocks  trading  at  low 
multiples  of  their  earnings  and  also  trading  at  prices  no 
higher  than  where  they  were  at  the  commencement  of  the 
great  bull  market  16  years  ago.  Examples:  Bethlehem  Steel 
and  Milacron.  Hi 


These  60  stocks  are  cheap 
by  one  or  another  of  the 
classic  measures  of  value. 


These  15  stocks  offer  well-above-average  yields  while  paying  out 
less  than  80%  of  their  earnings  in  dividends. 

Company 

Yield 

Payout 
ratio* 

Recent 
price 

Bankers  Trust 
Witco 

6.7% 

5.5 

5.2 

4.1 

3.9 

54% 
78 

$60.13 
20.25 

Calgon  Carbon 

76 

6.13 

Timken 

26 

17.63 

Applied  Industrial  Tech 

34 

12.25 

Mitchell  Energy  &  Development 

3.7 

73 

12.94 

Kennametal 

3.4 

26 

19.75 

Wallace  Computer  Services 
Schweitzer-Mauduit  Intl 

3.4 
3.3 
2.9 

37 
22 

18.94 
18.13 

Pennzoil 

41 

35.00 

Oneida  Ltd 

2.8 

25 

14.38 

Dain  Rauscher 

2.7 

34 

32.44 

Tektronix 

2.6 
2.4 
2.4 

48 

18.69 

Toro 

29 

20.19 

Steelcase 

28 

17.00 

'Based  on  latest-12  month  earnings. 

The  market  sells  for  about  3  times  book  value; 
these  15  stocks  can  be  had  for  less  than  book. 


Analysts  are  especially  optimistic  about  these  15  companies. 
They're  expecting  large  earnings  gains  between  now  and  fiscal  1999. 


Company 


Inter-Tel 

OS  Industries 

Respironics 

Checkpoint  Systems 

Ocwen  Financial 

Quantum 

Integrated  Health  Service 

i2  Technologies 

Cendant 

Brush  Wellman 

STAR  Telecommunications 

Romac  International 

Labor  Ready 

Consolidated  Stores 

CompUSA 


EPS  growth        EPS  est        Recent 
estimate*  1999E  price 


'Based  on  latest  12-month  earnings  and  fiscal  1999  estimates. 


500% 

$1.14 

$14.63 

441 

1.84 

14.69 

382 

1.06 

13.63 

329 

0.73 

9.13 

288 

1.86 

10.75 

267 

1.91 

15.38 

267 
263 

3.52 
0.58 

16.38 

13.94 

253 

1.20 

10.56 

252 
178 
174 

1.16 
0.64 
0.96 

14.56 
10.44 
15.56 

169 

0.97 

16.06 

162 

2.28 

21.69 

159 

0.88 

14.50 

The  companies  here  sell  for  single-digit  latest- 12-month  P/Es,  yet  are 
expected  to  show  higher  earnings  between  now  and  fiscal  1999. 


Company 

Price/ 
book 

Debt/ 
equity 

Recent 
price 

Company 

P/E  latest 
12  months 

Debt/ 
equity 

EPS  growth    1 
estimate* 

Security  Capital  Group 

0.3 

57% 

$16.25 

Titanium  Metals 

4.1 

10% 

25% 

LTV 

0.4 

21 

6.19 

Standard  Products 
Prime  Hospitality 

5.8 

40 

10 

Applied  Graphics  Tech 

0.5 

45 

8.69 

6.8 

76 

36 

Lone  Star  Steakhouse 

0.5 

0 

7.63 

Santa  Fe  International 

Timberland 

St  John  Knits 

Dress  Barn 

K2 

Orbotech  Ltd 

7.3 
7.7 
7.7 
7.8 
8.2 

0 

15 

Fairchild 

0.5 
0.5 

67 

12.44 

44 

30 

Olsten 

66 

6.44 
9.75 

0 

13 

Fingerhut  Cos 

0.7 

71 

0 

7 

ACX  Technologies 

0.7 

78 

11.00 

68 

43 

CHS  Electronics 

0.7 
0.8 

87 

10.63 

8.7 

2 

10 

VLSI  Technology 

31 

9.06 

CDI 

Imperial  Bancorp 

CORT  Business  Services 

Lands'  End 

Avid  Technology 

Knight/Trimark  Group 

"Based  on  latest  12-month  earnings 

8.7 
8.7 

14 

19 

Imperial  Credit 

0.8 

0.9 
0.9 
0.9 
0.9 

99 

7.25 

36 

9 

Golden  State  Bancorp 

5 
13 

19.13 
8.50 

9.0 
9.3 
9.3 

44 

15 

OfficeMax 

79 

24 

Bay  View  Capital 

39 

17.56 

0 

5 

Beverly  Enterprises 

84 

7.50 

9.4 
and  fiscal  1999  estima 

64 

28 

tes. 
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YOU'VE  GOT  MORE 


than  $100,000  in  investable  assets 


YOU  TRADE  MORE 

than  36  times  a  year 


YOU  DESERVE  MORE 


SPARTAN  BROKERAGE®  SERVICES 


Act  now 

and  get  5 

complimentary 

trades* 


You  can  take  advantage  of: 

•  Personalized  service  through 
dedicated  trading  teams 

•  Online  trading  as  low  as  $14.95 

•  Comprehensive  research 
&  decision  making  tools 

•  Options  trading  through 
specialists,  access  to  IPOs 


Fidelity 


Investments 


WHERE    12   MfLLION   INVESTORS  PUT  THEIR  TRUST. 


CALL 

1    - 

800-FIDELITY 

OR       VISIT 

u  s 

AT       WWW.FIDELITY.COM 

"Open  a  Spartan  Brokerage  account  with  $100,000  between  9/23/98  and  12/31/98  and  Fidelity  will  reimburse  you  for  the  commis- 
sions on  the  first  five  trades  you  execute  before  12/31/98.  When  completing  the  Fidelity  Ultra  Service  Account*  application,  follow  the 
instructions  for  Spartan  pricing.  If  you  execute  five  Spartan  Brokerage  trades  by  12/31/98,  and  pay  the  principal  and  commissions  for 
each  in  full,  Fidelity  will  credit  your  account  for  the  commissions  paid  up  to,  but  not  exceeding,  $150  per  account.  The  commission 
reimbursement  will  be  made  within  ten  business  days  after  settlement  date  of  the  final  qualifying  trade.  Only  stock  and  options  trans- 
actions are  eligible  for  the  commission  reimbursement  offer.  Commission  reimbursement  offer  is  not  applicable  to  mutual  fund,  U1T  or 
fixed-income  transactions.  Offer  is  not  available  for  retirement  accounts  (including  IRAs,  SEPs,  SIMPLE  accounts,  Keoghs,  401(k)s, 
etc.).  All  trades  must  be  paid  in  full  by  settlement  date  to  qualify  for  offer.  Offer  is  nontransferable  and  void  where  prohibited  by  law. 
$14.95  stock  trades  up  to  1,000  shares  placed  via  the  web  or  Fidelity  On-line  Xpress+™  in  qualifying  accounts  (minimum  12 
trades  per  year).  On-line  stock  trades  for  all  other  customers  start  at  $25.  Additional  fees  apply  to  limit  and  stop  orders.  Refer  to  our 
commission  schedule  for  complete  details.   Fees  may  apply  for  certain  research. 

Spartan  Brokerage  is  a  registered  trademark  of  FMR  Corp.  and  a  service  of  Fidelity  Brokerage  Services,  Inc. 
Member  NYSE,  S1PC.  63602 


spotlight 


The  downdraft  in  the  stock  market  has  been  merciless  to  these  200  companies,  off 
as  much  as  86%  from  their  12-month  highs. 


Company/industry                                    Price 

change  from    recent 
52-week  high 

sales 

($mil) 

-Latest  12-month- 
EPS 

P/E 

—1999  estimate- 
EPS          P/E 

Book 

value/ 

share 

Debt/ 
equity 

Market 
value 

($mil) 

ACX  Technologies/electronics 

-60% 

$11.00 

$865 

$1.00 

11 

$1.43 

8 

$15.73 

78% 

$314 

Adaptec/computer  peripherals 

-76 

12.50 

916 

0.40 

31. 

1.02 

12 

7.64 

29 

1,420 

ADC  Telecommunications/telecommunications 

-52 

21.06 

1,319 

1.02 

21  ' 

1.36 

15 

6.41 

0 

2,840 

Advanced  Fibre  Commun/telecommunications 

-84 

7.00 

333 

0.62 

11 

0.52 

13 

3.43 

0 

525 

AgriBioTech/chemicals 

-66 

9.94 

205 

0.01 

NM 

0.24 

41 

4.69 

35 

355 

Amphenol/electronics 

-53 

30.13 

902 

2.18 

14 

2.78 

11 

-18.46 

NM 

528 

Amresco/financial  services 

-82 

7.00 

566 

1.79 

4 

2.35 

3 

14.25 

477 

310 

Analog  Devices/semiconductors 

-54 

18.06 

1,291 

0.92 

20 

1.04 

17 

7.19 

30 

2,937 

Andrew/telecommunications 

-53 

14.25 

865 

1.21 

12 

1.30 

11 

5.83 

11 

1,227 

Applied  Graphics  Tech/business  services 

-86 

8.69 

244 

0.93 

9 

2.29 

4 

18.67 

45 

194 

Applied  Industrial  Tech/auto  parts 

-64 

12.25 

1,491 

1.40 

9 

1.72 

7 

13.33 

52 

271 

Aspen  Technology/computer  networks 

-80 

11.38 

253 

0.68 

17 

0.14 

NM 

6.74 

56 

241 

Avado  Brands/restaurants 

-54 

9.19 

915 

1.45 

6 

0.83 

11 

6.33 

111 

334 

Avid  Technology/computer  peripherals 

-71 

14.00 

462 

1.50 

9 

1.57 

9 

10.33 

0 

350 

Bankers  Trust/banking 

-56 

60.13 

8,168 

7.34 

8 

7.09 

8 

52.51 

NM 

5,782 

Bay  View  Capital/savings  &  loan 

-54 

17.56 

324 

0.84 

21 

1.53 

11 

19.43 

39 

356 

Belden/metal  fabricating 

-66 

15.00 

765 

2.40 

6 

1.97 

8 

9.49 

56 

387 

Beverly  Enterprises/health  care  services 

-54 

7.50 

3,004 

0.56 

13 

0.95 

8 

8.25 

84 

774 

Brightpoint/telecommunications 

-55 

10.38 

1,290 

0.68 

15 

1.03 

10 

4.51 

107 

540 

Brush  Wellman/metals  &  mining 

-51 

14.56 

438 

0.33 

44 

1.16 

13 

13.76 

32 

239 

Brylane/retailing 

-71 

17.81 

1,360 

3.05 

6 

2.59 

7 

11.38 

175 

329 

Cable  Design  Technologies/telecommunications 

-57 

13.75 

652 

1.35 

10 

1.54 

9 

8.34 

61 

414 

Calgon  Carbon/chemicals 

-56 

6.13 

314 

0.42 

15 

0.59 

10 

5.62 

40 

243 

Cambridge  Tech  Partners/computer  networks 

-69 

18.00 

508 

0.76 

24 

1.35 

13 

3.56 

0 

1,022 

CDI/business  services 

-60 

19.31 

1,526 

2.23 

9 

2.66 

7 

11.84 

14 

385 

Cendant/franchising 

-75 

10.56 

4,661 

0.34 

31 

1.20 

9 

5.82 

219 

9,063 

Checkpoint  Systems/business  services 

-59 

9.13 

357 

0.17 

54 

0.73 

13 

8.39 

63 

296 

CHS  Electronics/computer  peripherals 

-65 

10.63 

6,453 

1.57 

7 

2.07 

5 

14.51 

87 

551 

Ciber/software  &  programming 

-55 

18.56 

550 

0.73 

25 

1.00 

19 

3.20 

0 

948 

Circus  Circus  Enterprises/leisure 

-57 

11.44 

1,409 

0.79 

14 

1.06 

11 

12.31 

174 

1,088 

Cirrus  Logic/semiconductors 

-55 

7.63 

931 

0.51 

15 

0.34 

22 

6.39 

88 

485 

CMP  Media/publishing 

-65 

10.00 

482 

0.77 

13 

0.68 

15 

4.42 

28 

231 

Cole  National/retailing 

-52 

21.44 

1,058 

1.71 

13 

2.60 

8 

10.11 

195 

318 

Complete  Business  Solutions/computer  svcs 

-55 

19.63 

200 

0.43 

46 

1.08 

18 

3.17 

1 

534 

CompUSA/retailing 

-62 

14.50 

5,286 

0.34 

43 

0.88 

16 

4.56 

27 

1,318 

Computer  Horizons/computer  services 

-59 

22.00 

420 

1.12 

20 

1.75 

13 

6.87 

1 

679 

Concentra  Managed  Care/health  care  services 

-71 

11.00 

549 

0.03 

NM 

1.20 

9 

4.83 

144 

518 

Consolidated  Stores/retailing 

-57 

21.69 

4,123 

0.87 

25 

2.28 

10 

9.84 

45 

2,374 

ContiFinancial/financial  services 

-84 

6.00 

668 

2.42 

2 

3.15 

2 

13.53 

164 

280 

Corrections  Corp  of  Amer/prison  management 

-58 

17.75 

569 

0.85 

21 

1.41 

13 

4.80 

70 

1,429 

CORT  Business  Services/leasing 

-63 

18.00 

299 

1.99 

9 

2.29 

8 

12.62 

44 

235 

Cymer/precision  instruments 

-60 

12.06 

219 

0.72 

17 

0.47 

26 

4.44 

145 

345 

Cytec  Industries/chemicals 

-59 

23.75 

1,403 

2.72 

9 

2.72 

9 

9.59 

84 

1,064 

Dain  Rauscher/brokerage 

-54 

32.44 

799 

2.57 

13 

4.25 

8 

26.51 

117 

403 

Dialogic/computer  svcs 

-59 

19.38 

281 

2.25 

9 

2.07 

9 

10.31 

0 

310 

-57 

12 

2.69 

11 

12.14 

24 

4,014 

uiamona  unsnore  uriinng/oiitieid  services 

28.81 

1,132 

2.46 

Dollar  Thrifty  Automotive  Group/leasing 

-51 

11.94 

872 

0.93 

13 

1.71 

7 

11.94 

NM 

288 

Dress  Barn/retailing 

-59 

13.38 

598 

1.72 

8 

1.84 

7 

11.38 

0 

310 

DuPont  Photomasks/semiconductors 

-52 

27.75 

272 

2.21 

13 

0.96 

29 

16.58 

7 

421 

Eagle  USA  Airfreight/freight  forwarding 

-63 

13.63 

387 

1.11 

12 

1.28 

11 

5.93 

0 

260 

Stock  prices  as  of  Oct.  21.  NM:  Not  meaningful. 

Sources:  Market  Guide  and  IBEl 

'  via  OneSource  Information  Services. 
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Company/industry 


Electronics  For  Imaging/software 

Etec  Systems/semiconductors 

Eiide/electronics 

Extended  Stay  America/leisure 

Fairchild/defense 


change  from    recent 
52-week  high 


-59%  $22.94 

-55  28.00 

-81  5.88 

-51  7.50 

-55  12.44 


Latest  12-month- 

sales  EPS 


—1999  estimate—    Book        Debt/      Market 

EPS  P/E        value/      equity       value 

share  ($mil) 


$348 
288 

2,327 
206 
747 


$0.60 
2.09 
0.96 
0.25 
2.56 


$1.13 
2.39 
3.03 
0.42 
0.85 


$6.66 
10.51 
13.42 
8.89 
23.18 


1%  $1,207 

0  618 

462  125 

53  720 

67  259 


Fairfield  Communities/leisure 
FileNET/computer  networks 
Fingerhut  Companies/retailing 
FORE  Systems/computer  networks 
Foundation  Health  Systems/insurance 


-64 
-83 
-75 
-53 
-70 


9.00 
5.63 
9.75 
13.25 
9.88 


374 
295 

1,848 
507 

8,104 


0.70 
0.49 
1.60 
0.45 
0.97 


1.22 

1.03 
1.08 
0.78 
1.70 


4.76 
4.33 
14.86 
5.26 
7.93 


39 
0 

71 

0 

154 


413 

177 

460 

1,346 

1,206 


Fnede  Goldman  Intl/oilfield  services 
Frontier  Insurance  Group/insurance 
GartnerGroup/computer  services 
General  Nutrition/retailing 
General  Semiconductor/semiconductors 


Genesis  Health  Ventures/health  care  services 
GenRad  precision  instruments 
Global  Industries/oilfield  services 
Golden  State  Bancorp/savings  &  loan 
Goody's  Family  Clothing/retailing 


Halter  Marine  Group/marine 
Hambrecht  I  Quist  Group/brokerage 
Healthsouth/health  care  services 
Hexcel/specialty  materials 
HMT  Technology/computer  peripherals 


Hollywood  Park/leisure 

-54 

10.44 

356 

0.40 

26 

0.73 

14 

8.73 

71 

274 

Humana/health  care  services 

-51 

15.69 

9,216 

1.17 

13 

1.49 

11 

9.88 

56 

2,619 

i2  Technologies/software 

-67 

13.94 

272 

0.16 

NM 

0.58 

24 

2.95 

0 

977 

ICN  Pharmaceuticals/drugs 

-63 

19.13 

907 

0.21 

NM 

2.48 

8 

10.62 

44 

1,410 

Imperial  Bancorp/banking 

-58 

14.25 

330 

1.64 

9 

1.78 

8 

9.79 

36 

567 

Imperial  Credit/financial  services 

-74 

7.25 

315 

2.33 

3 

1.65 

4 

8.89 

99 

282 

Information  Resources/business  svcs 

-56 

8.75 

486 

0.38 

23 

0.78 

11 

8.57 

1 

255 

Input/Output/precision  instruments 

-73 

8.63, 

370 

1.09 

8 

1.08 

8 

9.32 

3 

385 

Integrated  Health  Service/health  care  services 

-59 

16.38 

2,746 

0.96 

17 

3.52 

5 

27.99 

217 

885 

Inter-Tel/telecommunications 

-55 

14.63 

255 

0.19 

NM 

1.14 

13 

5.23 

0 

397 

International  Home  Foods/food  processing 

-59 

14.50 

1,519 

0.63 

23 

1.37 

11 

1.41 

NM 

1,123 

International  Rectifier/semiconductors 

-52 

7.63 

552 

0.32 

24 

0.32 

24 

7.78 

52 

391 

JB  Hunt  Transport  Svcs/freight-forwarding 

-60 

15.69 

1,678 

0.95 

17 

1.72 

9 

10.03 

116 

558 

lefferies  Group/brokerage 

-53 

27.81 

818 

3.18 

9 

2.90 

10 

13.71 

53 

579 

JLK  Direct  Distribution/metal  distributing 

-67 

13.13 

425 

1.08 

12 

1.05 

13 

7.99 

1 

330 

K2/leisure 

-69 

9.25 

658 

1.13 

8 

1.62 

6 

12.67 

68 

153 

Kaiser  Aluminum/metals  &  mining 

-54 

6.69 

2,441 

0.76 

9 

1.04 

6 

1.86 

NM 

529 

Kemet/electronics 

-56 

12.13 

649 

0.94 

13 

0.80 

15 

8.09 

50 

475 

Kennametal/metal  fabricating 

-65 

19.75 

1,678 

2.59 

8 

2.63 

8 

24.66 

132 

589 

Kent  Electronics/electronics 

-63 

14.63 

664 

1.13 

13 

0.90 

16 

11.75 

65 

399 

KLA-Tencor/precision  instruments  -53 

Knight/Trimark  Group/financial  services  -59 

Labor  Ready/business  services  -60 

Lands'  End/retailing  -63 

Lennar/construction  -54 


29.44 
8.25 
16.06 
16.19 
19.75 


1,166 

270 

443 

1,307 

2,028 


1.56 
0.88 
0.36 
1.75 
1.36 


0.79 
1.13 
0.97 
2.17 
2.81 


13.7 
0.86 
2.22 
7.40 
11.45 


2 

64 

12 

79 

143 


2,557 
437 
446 
490 

1,148 


Stock  prices  as  of  Oct.  21.  NM:  Not  meaningful 


Sources:  Market  Guide  and  IBES  via  OneSource  Information  Services. 
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Company/industry                                      Price 

change  from    recent 
52-week  high 

sales 

($mil) 

-Latest  12-month- 
EPS 

P/E 

—1999  estimate- 
EPS          P/E 

Book 
value/ 
share 

Debt/ 
equity 

Market 
value 
($mil) 

Lone  Star  Steakhouse  &  Saloon/restaurants 

-70% 

$7.63 

$623 

$1.04 

7 

$0.86 

9 

$14.23 

0% 

$299 

Lone  Star  Technologies/oilfield  services 

-77 

10.63 

603 

1.50 

7 

0.86 

12 

10.21 

28 

239 

LSI  Logic/semiconductors 

-59 

12.00 

1,305 

1.00 

12'. 

1.00 

12 

11.47 

3 

1,691 

LTV/steel 

-58 

6.19 

4,502 

0.10 

62 

0.56 

11 

17.05 

21 

618 

Magellan  Health  Services/health  care  services 

-71 

9.00 

1,252 

0.76 

12 

1.34 

7 

6.05 

NM 

284 

Mail-Well/office  supplies  &  equipment 

-60 

9.88 

1,147 

0.89 

11 

1.18 

8 

5.99 

170 

480 

Mentor/medical  equipment 

-63 

15.06 

217 

0.99 

15 

1.52 

10 

6.83 

0 

373 

Merrill  Lynch/brokerage 

-51 

53.44 

34,816 

5.66 

9 

4.73 

11 

26.68 

NM 

18,610 

Mesaba  Holdings/airline 

-45 

15.75 

303 

1.17 

13 

1.51 

10 

4.66 

5 

311 

Metals  USA/steel 

-52 

9.56 

1,099 

1.02 

9 

1.35 

7 

8.28 

126 

363 

i 

MGIC  Investment/insurance 

-49 

37.63 

951 

3.28 

11 

3.80 

10 

14.37 

15 

4,264 

Michaels  Stores/retailing 

-55 

18.00 

1,507 

1.24 

15 

1.81 

10 

15.63 

48 

534 

Mid  Atlantic  Medical  Services/insurance 

-64 

6.06 

1,130 

0.46 

13 

0.66 

9 

4.06 

1 

328 

Millipore/precision  instruments 

-52 

21.88 

748 

1.85 

12 

1.17 

19 

3.60 

286 

959 

Mitchell  Energy  &  Development/oilfield  services 

-56 

12.94 

798 

0.66 

20 

0.80 

16 

17.71 

120 

635 

Nabors  Industries/oilfield  services 

-62 

17.38 

1,144 

1.56 

11 

1.35 

13 

8.40 

34 

1,751 

National  Healthcare/health  care  services 

-62 

21.00 

477 

3.00 

7 

1.19 

18 

5.29 

134 

238 

NBTY/food  processing 

-77 

5.63 

523 

0.57 

10 

0.87 

6 

2.50 

137 

381 

Neiman-Marcus  Group/retailing 

-52 

20.94 

2,373 

2.14 

10 

2.37 

9 

12.87 

61 

1,042 

Newpark  Resources/oilfield  services 

-67 

8.38 

264 

0.69 

12 

0.88 

10 

4.73 

51 

562 

Nine  West  Group/apparel 

-68 

11.69 

1,940 

1.67 

7 

1.85 

6 

12.97 

124 

420 

Noble  Drilling/oilfield  services 

-60 

15.19 

765 

1.33 

11 

1.78 

9 

9.52 

23 

1,994 

Norrell/business  services 

-58 

13.81 

1,406 

1.03 

13 

1.61 

9 

8.70 

30 

380 

Northwest  Airlines/airline 

-64 

23.44 

10,197 

5.30 

4 

4.75 

5 

-0.79 

NM 

1,903 

Oakwood  Homes/housing 

-64 

15.38 

1,310 

1.22 

13 

2.25 

7 

11.16 

73 

717 

Oceaneering  Intl/oilfield  services 

-56 

12.00 

362 

0.98 

12 

1.33 

9 

7.27 

41 

276 

Ocwen  Financial/financial  services 

-65 

10.75 

296 

0.48 

22 

1.86 

6 

7.03 

99 

653 

OfficeMax/retailing 

-57 

8.50 

4,036 

0.77 

11 

0.97 

9 

9.51 

13 

1,062 

Olsten/business  services 

-67 

6.44 

4,324 

0.35 

18 

0.80 

8 

11.85 

66 

524 

Oneida/household  products 

-55 

14.38 

455 

1.60 

9 

1.80 

8 

8.04 

104 

240 

Orbotech/precision  instruments 

-54 

26.50 

215 

3.06 

9 

3.38 

8 

11.79 

2 

336 

Pacific  Gateway  Exchange/telecommunications 

-52 

30.00 

399 

0.87 

34 

1.63 

18 

4.60 

0 

574 

PairGain  Technologies/telecommunications 

-71 

8.69 

291 

0.69 

13 

0.80 

11 

3.80 

0 

612 

Parametric  Technology/software 

-65 

12.81 

988 

0.46 

28 

0.93 

14 

1.27 

0 

3,488 

Paxar/containers  &  packaging 

-59 

8.44 

609 

0.51 

17 

0.86 

10 

5.37 

88 

411 
1,671 

Pennzoil/oil 

-56 

35.00 

2,535 

2.46 

14 

2.00 

18 

26.92 

175 

PeopleSoft/software 

-66 

19.75 

1,076 

0.75 

26 

0.92 

21 

2.32 

0 

4,551 

Photronics/semiconductors 

-57 

16.31 

225 

1.00 

16 

1.16 

14 

8.23 

53 

398 

Pier  1  Imports/retailing 

-56 

9.19 

1,120 

0.75 

12 

0.91 

10 

3.87 

30 

905 

Pioneer  Group/financial  services 

-56 

15.00 

354 

0.39 

38 

0.92 

16 

6.82 

109 

382 

Prime  Hospitality/leisure 

-75 

5.69 

404 

0.84 

7 

114 

5 

11.93 

76 

300 

Quantum/computer  peripherals 

-62 

15.38 

5,462 

0.52 

30 

1.91 

8 

7.82 

28 

2,588 

Quorum  Health  Group/health  care  services 

-59 

14.00 

1,572 

1.16 

12 

1.56 

9 

8.24 

99 

1,055 

Recoton/electronics 

-56 

17.25 

577 

1.66 

10 

2.46 

7 

12.53 

133 

202 

Reebok  intl/apparel 

-63 

15.31 

3,513 

1.32 

12 

1.77 

9 

8.75 

157 

864 

Reltec/telecommunications 

-64 

17.69 

993 

0.60 

29 

1.14 

16 

9.48 

24 

997 

Republic  Industries/waste  management 

-59 

14.00 

13,790 

0.66 

21 

1.51 

9 

9.18 

165 

6,442 

Respironics/medical  supplies 

-54 

13.63 

352 

0.22 

62 

1.06 

13 

6.15 

36 

443 

Rexall  Sundown/drugs 

-52 

18.81 

456 

0.97 

19 

1.28 

15 

3.62 

0 

1,362 

Roadway  Express/freight  forwarding 

-53 

14.00 

2,677 

1.47 

10 

1.42 

10 

12.60 

0 

288 

Stock  prices  as  of  Oct.  21.  NM:  Not  meaningful. 

Sources:  Market  Guide  and  IBES 

via  OneSource  Information  Services. 
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1  Company/industry                                       — 

Price 

-Latest  12-month- 



—1999  estimate- 

-    Book 

Debt/ 

Market 

change  from    recent 

sales 

EPS 

P/E 

EPS 

P/E 

value/ 

equity 

value 

52-week  high 

($mil) 

share 

($mil) 

Robert  Mondavi/spirits 

-56% 

$24.75 

$325 

$1.88 

13 

$2.01 

12 

$16.54 

92% 

$379 

Romac  Intl/business  services 

-52 

15.56 

429 

0.35 

44 

0.96 

16 

5.26 

7 

715 

Roper  Industries/machinery 

-53 

16.06 

371 

1.30 

12 

1.64 

10 

6.67 

63 

502 

Santa  Fe  Intl/oilf ieid  services 

-71 

16.56 

774 

2.27 

7 

2.60 

6 

9.40 

0 

1,901 

Schein  Pharmaceutical  drugs 
Schweitzer-Mauduit  IntJ/forest  products 

-65 

11.56 

529 

0.76 

15 

1.02 

11 

6.41 

110 

375 

-58 

18.13 

510 

2.71 

7 

2.55 

7 

12.02 

61 

291 

Sealed  Air/containers  &  packaging 

-51 

34.00 

2,048 

1.71 

20 

1.81 

19 

5.62 

53 

2,831 

Security  Capital  Group/real  estate 

-51 

16.25 

305 

1.08 

15 

2.54 

6 

54.01 

57 

763 

Sll/electronics 

-59 

17.38 

676 

0.95 

18 

1.57 

11 

6.52 

113 

516 

Software  AG  Systems/software  &  programming 

-61 

12.88 

220 

0.51 

25 

1.02 

13 

3.57 

0 

387 

Sola  IrrU/medical  supplies 

-63 

16.38 

540 

2.14 

8 

2.05 

8 

13.55 

70 

406 

St  John  Knits/apparel 

-65 

17.13 

278 

2.21 

8 

2.50 

7 

9.39 

0 

286 

Staff  Leasing/business  services 

-59 

13.88 

2,123 

1.42 

10 

1.14 

12 

2.99 

0 

329 

StaffMark/busmess  services 

-62 

17.00 

570 

1.22 

14 

1.89 

9 

10.94 

50 

375 

Stage  Stores/retailing 

-79 

11.50 

1,188 

1.10 

10 

1.51 

8 

8.11 

208 

321 

Standard  Pacific/construction 

-55 

9.50 

583 

1.05 

9 

1.90 

5 

9.99 

96 

283 

Standard  Products/auto  parts 

-59 

14.88 

1,101 

2.57 

6 

2.83 

5 

17.79 

40 

251 

STAR  Telecom/telecommunications 

-72 

10.44 

484 

0.23 

45 

0.64 

16 

4.77 

17 

436 

Steelcase/office  supplies  &  equipment 

-56 

17.00 

2,769 

1.43 

12 

1.75 

10 

9.01 

0 

2,625 

Stein  Mart/retailing 

-64 

7.00 

841 

0.71 

10 

0.87 

8 

3.71 

24 

320 

Structural  Dynamics  Research/software 

-53 

13.56 

368 

1.26 

11 

1.21 

11 

5.61 

0 

491 

Symantec/software 

-59 

13.31 

596 

1.08 

12 

2.05 

6 

5.50 

7 

764 

Systems  &  Computer  Tech/software 

-62 

11.75 

375 

0.93 

13 

1.10 

11 

5.30 

44 

399 

Technology  Solutions/computer  networks 

-58 

10.00 

297 

0.59 

17 

0.94 

11 

3.90 

0 

399 

Tektronix/electronics 

-61 

18.69 

2,024 

1.01 

19 

2.13 

9 

15.59 

20 

941 

Thermedics/precision  instruments 

-53 

9.06 

312 

0.63 

14 

0.81 

11 

5.80 

62 

378 

Thermo  Electron/precision  instruments 

-61 

17.31 

3,812 

1.61 

11 

1.39 

12 

14.14 

88 

2,875 

Thermo  Fibertek/machmery 

-57 

6.13 

266 

0.30 

20 

0.44 

14 

2.38 

104 

379 

Thermo  Optek/precision  instruments 

-60 

7.63 

465 

0.80 

10 

0.81 

9 

5.98 

46 

395 

Timberland/apparel 

-59 

36.00 

821 

4.68 

8 

6.08 

6 

19.78 

44 

413 

Timken/metal  fabrication 

-58 

17.63 

2,710 

2.76 

6 

2.14 

8 

17.06 

43 

1,099 

Titan  Intl/auto  parts 

-52 

11.06 

691 

0.96 

12 

1.23 

9 

12.02 

82 

241 

Titanium  Metals/metals  &  mining 

-72 

10.19. 

767 

2.51 

4 

3.13 

3 

13.97 

10 

321 

Toro/machinery 

-56 

20.19 

1,122 

1.68 

12 

1.75 

12 

21.68 

127 

260 

Trex  Medical/medical  supplies 

Trimble  Navigation/precision  instruments 

-52 
-63 

9.50 

261 

0.63 

15 

0.81 

12 

7.35 

3 

324 

9.13 

295 

0.28 

33 

0.64 

14 

6.01 

24 

206 

UICI  insurance 

-62 

14.13 

1,112 

1.49 

9 

2.07 

7 

12.13 

58 

653 

Unifi/textiles 

-61 

16.50 

1,378 

2.10 

8 

1.70 

10 

10.32 

75 

1,017 

US  Industries/machinery 

-52 

14.69 

2,753 

0.34 

43 

1.84 

8 

10.49 

95 

1,446 

Value  City  Dept  Stores/retailing 

-58 

9.31 

1,073 

0.64 

15 

0.98 

10 

8.61 

21 

299 

Venator  Group/retailing 

-69 

8.75 

6,516 

1.13 

8 

1.25 

7 

9.32 

80 

1,186 

Veritas  DGC/oilfield  services 

-70 

18.13 

529 

2.96 

6 

2.47 

7 

13.74 

26 

412 

VLSI  Technology/semiconductors 

-76 

9.06 

653 

1.18 

8 

0.55 

16 

12.08 

31 

421 

Wabash  National/auto  parts 

-53 

16.81 

1,146 

1.30 

13 

2.02 

8 

14.33 

51 

386 

Wallace  Computer  Services/office  supplies  &  equi 

p  -53 

18.94 

1,222 

1.72 

11 

1.84 

10 

12.51 

87 

822 

Wesley  Jessen  Visioncare/medical  supplies 

Wisconsin  Central  Trans/railroad 

Witco/chemicals 

Wolverine  World  Wide/apparel 

Xylan/telecommunications 


-56 

-55 
-55 
-62 
-52 


17.75 

290 

1.50 

12 

1.85 

10 

2.39 

192 

544 

16.00 

337 

1.54 

10 

1.76 

9 

7.95 

70 

818 

20.25 

2,059 

1.44 

14 

1.33 

15 

11.25 

124 

1,167 

11.88 

701 

1.11 

11 

1.32 

9 

6.93 

43 

520 

15.13 

277 

0.67 

23 

1.11 

14 

5.21 

0 

657 

Stock  prices  as  of  Oct.  21.  NM:  Not  meaningful. 


Sources:  Market  Guide  and  IBES  via  OneSource  information  Services. 
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spotlight 


Location  is  still  everythin: 

Wall  Street's  nervousness  about  the  economy  has  made  home-building  stocks 
cheap.  Here  are  the  ones  you  should  consider. 


By  Anne  Granfield 

Year  to  date,  the  Standard  &  Poor's 
home-building  index  is  off  17%,  com- 
pared with  an  increase  of  9%  for  the 
S&P  500.  Why  the  falling  out  of 
favor?  Housing  starts  are  off,  but  only 
minimally — down  2%  in  September 
versus  the  year-earlier  period. 

"Normally,  lower  interest  rates 
boost  home  building  because  mort- 
gages become  more  affordable.  But 
this  is  not  a  normal  economy.  People 
are  quite  nervous  about  the  global 
economy  and  how  it's  going  to  affect 
the  domestic  economy  and  home 
purchases,"  says  Michael  Jaffe,  a 
home-building  analyst  at  Standard 
&  Poor's. 

But  Robert  Curran,  who  rates 
home -building  stocks  at  Merrill 
Lynch,  says  investors  are  making  a  mis- 
take if  they  think  the  Asian  crisis  will 

Building  in  the  right  places 


have  a  direct  impact  on  the  U.S.  hous- 
ing industry.  "Employment  growth  in 
the  U.S.  is  the  single  most  important 
factor  for  home  builders,"  he  says. 

Home  building,  then,  depends  on 
location.  From  August  1997  to 
August  1998  national  employment 
rose  by  2.3%.  But  the  Mountain, 
Pacific  and  South  Atlantic  regions 
experienced  job  growth  ranging  from 
2.7%  to  3.3%,  according  to  Robert  L. 
Siegel  &  Associates,  a  New  Orleans- 
based  real  estate  research  firm. 

Two  of  the  stocks  currendy  favored 
by  Merrill  Lynch's  Curran  are  Kauf- 
man &  Broad  Home  Corp.  and 
Lennar  Corp.  They  have  large  posi- 
tions in  California,  where  he  thinks  the 
housing  boom  will  last  longer  than  in 
the  rest  of  the  country.  In  October 
Kaufman   &  Broad  announced  it 


intends  to  buy  privately  held  Lewis 
Homes,  a  residential  builder  in  Cali 
fornia  and  Nevada. 

While  these  two  companies  have 
among  the  higher  debt-to-equity 
ratios  in  the  group  (Lennar's  is  1.4 
and  Kaufman's  is  2.1),  Curran  notes 
that  this  is  due  in  part  to  their  landl 
inventory,  which  tends  to  be  lever- 
aged. IBES  reports  a  consensus  earn- 
ings projection  of  $2.81  a  share  next 
year  for  Lennar,  a  26%  gain  over  the 
1998  estimate;  and  a  projection  of 
$2.74  for  Kaufman,  a  27%  gain. 

The  table  lists  home  builders  cater- 
ing to  regions  with  better-than-aver- 
age  job  growth.  These  companies  are. 
all  expected  to  see  a  per-share  earn- 
ings increase  of  at  least  10%  next  year,  j 
and  they  trade  for  no  more  than  1 
times  trailing  profits. 


Company 


Latest  12-months 
P/E  EPS* 


1999E 
EPS 


Sales 

($mil)t 


-Price- 


recent 


— 52-week — 
high  low 


Return 

on 

equity 


Debt/ 
equity 


Major 
markets 


Beazer  Homes  USA 

Standard  Pacific 

Del  Webb 

MDC  Holdings 

DR  Morton 

Champion  Enterprises 

Ryland  Grojp 

Oakwood  Homes 

Lennar 

Kaufman  &  Broad  Home 

Pulte 


8.9 

9.2 
9.7 
10.2 
11.3 
11.4 
12.2 
12.8 
12.9 
13.4 
15.0 


$2.12 
1.03 
2.30 
1.69 
1.51 
1.84 
1.89 
1.20 
1.53 
2.01 
1.63 


$3.21 
1.90 
2.58 
2.21 
1.87 
2.23 
2.41 
2.25 
2.81 
2.74 
2.52 


583 
1,178 
1,086 
2,058 
2,090 
1,683 
1,310 
2,028 
2,268 
2,716 


$18.94 
9.50 
22.31 
17.19 
17.13 
20.94 
23.06 
15.38 
19.75 
26.94 
24.50 


$27.13 
21.00 
34.88 
24.00 
24.94 
30.00 
31.63 
42.25 
36.19 
35.00 
36.19 


$16.50 
7.88 
17.06 
9.88 
10.63 
16.13 
17.31 
10.88 
14.31 
17.13 
17.19 


4.0% 

114%  : 

8.8 

84 

13.2 

204 

10.9 

125 

16.4 

184 

27.9 

1 

6.6 
18.7 

162 
13 

8.9 

143 

16.1 

210 

6.1 

67 

Ariz.,  Calif.,  Tex. 
Calif.,  Tex. 
Ariz.,  Nev. 
Ariz.,  Calif.,  Colo. 
Ariz.,  Ga.,  Tex. 
N.C.,  S.C.,  Tex. 
Ariz.,  Calif.,  Tex. 
N.C.,  Tex. 
Calif.,  Fla.,  Tex. 
Calif.,  Tex. 
Fla.,  Tex. 


Prices  as  of  Oct.  21.  *Fully  diluted.  tAII  sales  for  the  latest  12-months. 


Sources:  IBES  Express,-  Market  Guide  via  OneSource  Information  Services. 


These  home  builders  operate  in  some  of  the  healthiest  U.S.  markets. 


Ef\  D  D  C  Q  CAPITALIST  TOOLS  FOR  BUSINESS  LEADERS 

CONFERENCES 


If  you've  missed  our  exclusive  forums,  this  is  your  chance  to  capture  the  ideas  and  insights  of  today's  industry  lead- 
ers and  visionaries  from  audio  tapes  of  the  1998  Forbes  CEO  and  CFO  Forums.  Now  you  too  can  gain  the  per- 
spectives of  Singapore's  Deputy  Prime  Minister  Brigadier-General  Lee  Hsien  Loong  on  economic  prospects  for 
Asia  and  overseas  markets,  Martin  Lipton  of  Wachtell,  Lipton,  Rosen,  and  Katz  on  strategies  for  communicating 
to  The  Street,  Doug  Oberhelman  of  Caterpillar  on  corporate  preparedness  and  the  euro,  Dick  Notebaert  of 
Ameritech  on  getting  in  sync  with  the  CEO,  plus  much,  much  more!  Be  it  the  Forbes  CEO  or  CFO  Forum,  each 
16-audio-tape  set  comes  conveniently  packaged  in  its  own  custom  Forbes  binder,  and  includes  topics  ranging  from 
management  and  technology  to  finance  and  globalization.  Order  now  and  you'll  receive  your  tapes  within  72 
hours,  guaranteed.  If  you're  not  completely  satisfied,  simply  return  the  audio  tapes  within  30  days  for  a  refund. 


HTN 


there: 


The  1998  CFO  Forum: 

Capitalist  Tools  for  an  Age  of  Opportunity 

•  Remarks  and  Interview  with  Caspar  Weinberger 

•  Adaptability:  Forging  the  Flexible  Corporation 
Values:  Emulating  Silicon  Valley 

Smarts:  IT  and  Strategic  Intelligence 

•  Corporate  Governance:  Retooling 
for  the  Information  Age 
Reporting:  The  Next  Balance  Sheet 

•  The  Year  2000  Problem 

•  Pension  and  Benefit  Strategy 
Special  Address  by  Steve  Forbes 

•  Corporate  Preparedness:  The  Euro 

•  Technology,  the  Internet  and  Risk  Management 

•  Management:  Merging  the  CFO  and  CIO 

•  Persuasion 

•  Harmony:  Getting  in  Sync  with  the  CEO 

•  Managing  the  Finance  Team:  Step  Up  to  the  Plate 

•  Managing  Perceptions 


The  1998  CEO  Forum: 

Leadership  Strategies  for  Extreme  Competition 

•  Extreme  Technology:  Driving  Competition 

•  The  CEO  As  Brand 

•  Senior  Management:  Getting  the  Company 
to  the  Next  Business  Model 

•  CEO  Pay:  Is  There  a  Crisis? 

•  Public  Leadership  and  Private  Morality 

•  CEO  Pay:  How  to  Avoid  the  Crisis? 

•  The  R&D  Imperative:  What's  Wrong  with  Corporate  R&D? 

•  Regulation:  The  End  of  an  Era  or  the  Beginning  of  Re-regulation? 

•  Competition,  Consumers  and  Government's 

Role  in  the  New  Economy 

•  Public  Policy  Agenda  for  Private  Enterprise 

•  Communicating  to  The  Street:  What's  the  Best  Strategy? 

•  Economic  Prospects  for  Asia 

•  Currency  Fluctuations  and  Global  Stability 

•  The  Business  of  Marriage 

•  Simulating  the  Future 


Forbes 

MANAGEMENT  CONFERENCE  GROUP 


Order  Form 

Qty  (S245  each  16-tape  set,  inclusive  of  shipping  and  handling*): 

The  CFO  Forum:  Capitalist  Tools  for  an  Age  of  Opportunity 

_  The  CEO  Forum:  Leadership  Strategies  for  Extreme  Competition    Phone: 

Convention  Cassettes  Unlimited 

Landes  Slezak  Group 

74-923  Hovley  Lane  E.,  Suite  250,  Palm  Desert,  CA  92260 

Tel:  760-773-4498   E-mail:  ccu@landesslezak.com 

*CA  residents  only,  please  add  local  tax. 


Name: 

Tide: 

Company: 

Address: 

City: 

State:                           Zip: 

Phone: 

Email: 

Please  fax  your  order  to  760-773-9671  or  call  800-776-5454 
Provide  credit  card  information  below: 

Card  Type/Number:                                                                             Exp.  Date: 

Signature: 

The 


Commodity  contrarian 

With  commodities  near  the  decade's  lows  and  hints  of  global  deflation, 
the  outlook  for  resource  stocks  seems  bleak.  That  makes  them  worth  a  look. 


By  James  M.  Clash 

When  the  Australian  investment 
firm  EquitiLink  sent  scouts  from  its 
Sydney  headquarters  to  Kalimantan, 
Indonesia  to  visit  the  highly  touted 
mining  company  Bre-X  in  1996, 
armed  guards  wouldn't  let  the 
Aussies  past  the  gold  mine's  outer 
gates.  "We  won't  buy  anything  we 
can't  visit,"  recalls  Laurence  Freed- 
man,  EquitiLink's  comanaging  direc- 
tor. "So  we  didn't  invest." 

That's  how  Freedman,  who  would 
have  loved  to  have  bought  some  gold 
shares,  dodged  history's  biggest 
mining  scam.  Such  muddy-boots 
analysis  is  important  for  a  natural 
resources  mutual  fund  like  Freed- 
man's  $15  million  Global  Resources. 
Exaggeration,  after  all,  is  a  staple  of 
the  mining  business. 


It's  no  exaggeration  to  say  that 
commodity  shares  are  among  the 
least  wanted  investments  now.  As  raw 
material  prices  relentlessly  slid  over 
the  past  decade,  lots  of  formerly  prof- 
itable mines  were  shut  down.  In  the 
past  year  Macquarie  Bank's  World 
Mining  Index,  a  broad  measure  of 
producers'  share  prices,  fell  21%  in 
Australian  dollar  terms.  But  Global 
Resources,  comanaged  by  Freedman, 
55,  and  James  Reid,  33,  is  down  only 
4%  over  the  period  and  has  far  out- 
paced the  index  during  the  fund's 
two-year  life. 

Freedman  and  Reid  look  for  an 
industry's  lowest-cost  producers, 
such  as  North  Ltd.  in  New  South 
Wales.  North  Ltd.  is  the  first  Aus- 
tralian company  to  use  a  technique 


called  block-cave  mining,  in  which  i 
large  cavity  is  hollowed  out  below  the 
mother  lode;  ore  then  falls  into  truck* 
and  onto  conveyor  belts.  Gravity 
being  free,  it's  a  cheap  method 
Companywide,  North  Ltd.  spends  4 
cents  per  pound  of  copper  produced 
compared  with  the  73-cent  recenti 
spot  price — one  of  the  better  margins 
in  the  industry.  North  trades  at  tht 
U.S.  dollar  equivalent  of  $1.91.  Thati 
price  is  just  four  times  expected  cashl 
flow  (in  the  sense  of  earnings  pluj 
depreciation). 

Freedman  is  hardly  unbiased,  oi'| 
course,  but  he  sees  a  broad  rebounc. 
coming.  "We're  within  six  to  nine* 
months  of  the  bottom,"  he  asserts  |- 
"Typically  we'll  see  a  double  bottom 
When  the  market  first  improves,  the 


EquitiUflVs^aurerice  freedman  ,  '. 
Think  of  magnesite  as  whrte  gotd 




<ForN55 


.X\  Ji    *±L> 


magnesium  shoi'Jd 
grow.  Exports  to 
China,  Korea  and 
Japan  picked  up 
smartly  in  the  second 
quarter. 

Freedman  has  high 
expectations  for 

Queensland  Metals 
Corp.,  a  magnesium 
producer  whose  recent 
Kunwarara  find  near 


hypothesizing  that  global  economic 
skittishness  could  return  to  gold 
some  of  its  lost  glory  as  a  store  of 
value,  particularly  for  central  banks.  If 
that  scenario  seems  far-fetched,  note 
that  commodity  prices  have  often 
caught  investors  flat-footed.  Who 
would  have  predicted  gold  above 
$900  an  ounce  in  1980,  or  oil  at  $13 
a  barrel  in  1998? 

Newcrest  Mining  Ltd.  extracts  gold 

for  $174  per  ounce  in  New  South 

Wales,    giving    it 


Heavy  traffic  down  under 

Gold  ore  rolling  in  New  South  Wales. 


long-sufferers  sell,  saying,  'Thank 
God  I  can  finally  get  some  of  my 
money  back.'  That  produces  a  second 
bottom,  which  sets  the  stage  for  a 
bull  market." 

The  first  bottom  may  have  already 
come.  Global  Resources  was  ahead 
2 J  :n  September,  while  the  overall 
mining  index  was  up  10%. 

While  Frccdman's  fund  can  invest 
anywhere,  two-thirds  of  its  portfolio 
is  now  in  Australia.  The  Asian  eco- 
nomic crash  slammed  producers  in 
the  mineral-rich  country  (Australia 
kxports  two-thirds  of  its  resource 
production  to  Asia)  and  has  inordi- 
nately hurt  Aussie  stocks,  he  says.  A 
weakening  Australian  dollar  let 
exporters  shift  some  sales  to  Europe 
and  North  America,  and  now,  with 
Asia  stabilizing,  regional  demand  for 
metals  like  copper,  aluminum  and 


Managers  Freedman  and  Jim  Reid  (left) 
"We  won't  buy  anything  we  can't  visit." 


Rockhampton — one  of  the  largest 
ever,  at  an  estimated  1 .2  billion  tons 
of  magnesite — makes  it  a  long-term 
buy.  With  much  of  the  ore  only  30 
feet  under  the  surface  in  a  concen- 
trated band,  he  says,  production  costs 
will  be  low.  He  also  cites  a  possible 
deal  with  Ford  Motor  to  suppV  metal 
for  magnesium  car  frames. 

Then  there's  gold.  Languishing  for 
years,  gold  is  up  7%  in  the  past  two 
months.    Freedman    is    interested, 


less  money 

in,  more 

money  out 

■_ 

Recent 
share  price* 

Price/expected 
cash  flow 

Production 
cost 

Cost/spot 
price 

Lihir  Gold 
MIM  Holdings 
Newcrest  Mining 
North  ltd 

Queensland  Metals 
WMC  Ltd 

$1.27 

0.46 
1.40 
1.91 
0.39 
3.33 

13 
3 
5 
4 
5 
8 

gold.  $196/oz 
copper:  0.47/lb 
gold:  174/oz 
copper:  0.45/lb 
magnesium:  0.51/lb 
aluminum:  0.49/lb 

67% 

64 

60 

62 

31 

77 

*ln  U.S.  dollars  as  of  Oct.  23.  All  companies  trade  on  the  Australian  Stock  Exchange;  some  trade  as  AORs  in  the  U.S. 

Source:  EquitiLink. 

These  Australian  mining  companies,  some  available  to  U.S.  investors  as  ADRs,  all 
produce  metals  at  below-world-cost  averages. 


one  of  the  lowest 
production  costs 
in  the  world.  At 
$1.40  (U.S.  equiv- 
alent), it  trades  at 
five  times  expected 
cash  flow.  Freed- 
man also  likes  the 
fact  that  many 
Newcrest  employ- 
ees own  company 
shares.  As  he  left 
its  Cadia  mine 
after  a  recent  visit, 
the  company's 
guards  called  out,  "Buy,  buy,  buy — or 
sell,  sell,  sell?"  Freedman  laughed,  gave 
them  the  thumbs-up  and  put  7%  of  the 
portfolio  into  the  stock. 

What  about  black  gold?  Freedman 
isn't  interested  in  oil  yet,  even  at 
$13.75.  He  thinks  there's  a  good 
chance  Iraq  will  soon  resume  world- 
wide sales,  worsening  the  glut.  An 
$11  barrel,  he  says,  would  not  be 
surprising. 

A  commodity  fund  like  Global 
Resources  is  a  useful  diversification 
for  investors  nervous  about  high 
U.S.  stock  prices  who  want  a  non- 
cash alternative.  There's  no  guaran- 
tee commodity  prices  will  ever 
return  to  the  high  levels  of  the 
1980s,  but  the  lowest-cost  produc- 
ers can  pay  dividends  even  at  today's 
low  prices. 

Global  Resources,  available  to 
individuals  through  EquitiLink's 
Sydney  office,  has  no  sales  load  but 
has  a  $100,000  minimum.  If  that's 
too  stiff  but  you  like  Australia,  the 
stocks  in  the  table  (left)  can  substi- 
tute. Some  are  available  as  adrs  in 
the  U.S.  Inquire  through  a  broker. 
But  this  can  be  expensive,  too:  Many 
ADR  accounts  require  a  $25,000  per- 
stock  minimum.  MB 
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Deflationary  winners 

History  shows  that  periods  of  deflation  can  be  periods  of  prosperity,  too. 
Here's  a  strategy  for  investing  in  an  era  of  prosperous  deflation. 


By  Thomas  Easton 

Think  deflation  and  you 
probably  think  depression. 
The  two,  after  all,  coincided 
in  this  country  in  1930-33; 
the  two  are  coming  together 
today  in  Asia.  But  the  world 
does  not  have  to  work  this 
way.  It  is  quite  possible  for 
deflation  to  coincide  with  a 
strong  economy.  And  that 
means  it  is  quite  possible  for 
an  investor  to  prosper  during 
deflation  while  owning  things 
besides  government  bonds. 

Government  bonds,  of 
course,  do  quite  well. 
Although  the  Consumer 
Price  Index  is  still  climbing 
(1.6%  over  the  past  12 
months),  the  prices  of  com- 
modities from  dram  chips  to 
oil  are  falling,  and  that  hint 
of  possible  future  deflation  has  been 
enough  to  send  Treasury  bond  prices 
upward.  Since  Jan.  1  the  long  bond 
has  provided  a  13.3%  total  return. 

But  do  you  want  a  portfolio  con- 
sisting of  nothing  but  Treasurys? 
Once  yields  settle  down  at  a  lower 
level,  further  returns  are  limited. 
Outside  a  tax-sheltered  account,  half 
of  that  return  gets  eaten  away  by 
taxes.  And  if  the  assumption  that 
deflation  is  coming  is  not  borne  out, 
you  could  be  in  real  trouble.  Rising 
prices  would  kill  your  bonds. 

Advice  from  Maureen  Allyn,  econ- 
omist for  Scudder  Kemper  Invest- 
ments in  New  York:  Buy  some  Trea- 
surys,  but  assemble  a  broadly 
diversified  portfolio  of  stocks  that 
could  also  do  well  in  a  period  of  stag- 
nant prices.  The  table  on  the  follow- 
ing page  lists  several  deflationary 
themes  that  she  espouses. 

"Deflation  without  growth 
becomes  noxious,"  says  Allyn.  But, 
she  emphasizes,  it  doesn't  have  to 
come  without  growth — in  fact,  it  can 


Metsys'  "Moneylender  and  His  Wife"  (c.  1500) 
Money  is  worth  more  and  more. 


feed  an  enduring  expansion. 

Evidence?  David  H.  Fischer's  mon- 
umental history  of  price  movements, 
The  Great  Wave  (Oxford  University 
Press,  1996),  contains  a  pile  of  it.  Fi- 
scher, a  professor  of  history  at  Bran- 
deis  University,  harks  back  to  ancient 
Babylon  to  construct  price  charts. 
Between  1850  B.C.  and  1750  B.C. 
prices  collapsed  while  real  wages  held 
up.  Fischer  came  to  this  conclusion 
by  comparing  prices  in  silver  equiva- 
lents for  wages  with  prices  for  slaves, 
oil,  barley,  oxen,  house  rentals  and 
land.  It  is  true  now,  and  it  was  true 
then:  Those  people  prospered  who 
were  working  or  invested  outside  of 
the  areas  where  prices  were  falling. 

There  were  three  particularly 
notable  stretches  when  price  declines 
were  followed  by  periods  of  fluctuat- 
ing price  stabilitv,  says  Fischer:  1375- 
1475,  1660-1720  and  1815-96.  In 
each  of  these  there  is  at  least  a  sug- 


gestion of  strong  underlying 
technological  progress  anc 
gains  in  real  wages. 

Information  is  scanty  foi 
the  two  earliest  periods.  The 
1800s,  though,  are  well  stud 
ied.  Among  the  most  interest I 
ing  spans  is  the  post- Civil  Wat 
era  in  the  U.S.,  from  1873  tc 
1896.  It  was  a  period  o: 
dynamism,  and,  says  Allyn i 
very  analogous  to  the  present:; 
Real  economic  growtrli 
averaged  6%,  but  prosperity 
was  not  universal.  As  com 
modity  prices  fell,  farmer: 
went  bankrupt.  But  innova- 
tion thrived.  The  economy 
benefited  from  the  Bessemei 
steelmaking  process  invented 
in  the  late  1850s.  Following 
on  its  heels  were  the  interna] 
combustion  engine,  advanced  metal- 
milling  equipment,  the  acetylene 
torch  and  the  electric  motor.  These 
provided  the  foundation  for  sky- 
scrapers, railroads  and  modern! 
factories. 

Today  semiconductors  take  steel's 
former  role  in  spreading  wealth  via 
price  declines  (see  chart,  p.  264). 
Cheap  chips  drive  down  the  cost  ol 
oil  prospecting  (see  story,  p.  235). 
manufacturing  and  communications. 
Open  borders  push  production  top 
low-cost  areas;  evolving  capital  mar- 
kets provide  money  with  increasing 
dispatch  to  those  that  can  use  it  most ! 
efficiently.  The  consequence  is  a 
stream  of  lower  prices. 

Once  inflation  is  assumed  to  have 
been  conquered,  bonds  lose  their  pre- 
mium yields.  Fischer  illustrates  this 
point  with  yields  on  Dutch  and 
British  perpetual  bonds  hovering  near  i 
3%  through  most  of  the  1800s. 

Gold,  often  assumed  to  be  a  store  ; 
of  value,  usually  does  not  hold  its  i 
own  during  deflation.  Its  strong  per- , 
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American  Re-Insurance 
www.amre.com 
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www.ac.com 
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www.peninsula.com 
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www.phillips66.com 

Pivot  Rules 
www.bluefly.com 

the  Principal  Financial  Group 
www.principal.com 
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www.prudential.com 

Reuters 
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www.ricoh-usa.com 


Robert  Bosch  GmbH 
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SAP  America,  Inc. 
www.sap.com 
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www.sharp-usa.com 

Siebel 
www.siebel.com 
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T.  Rowe  Price 

Equity  Index  Fund 

1-800-541-8460 

www.troweprice.com 

Teligent 
www.teligent.com 

Texaco  Inc. 
www.texaco.com 

3COM  Palm 
www.palm.com 

Toshiba  America 

Information  Systems,  Inc. 

Computer  Systems  Division 

http://computer.toshiba.com 

Toyota  in  America 
www.toyota.com/usa 

USPS  Priority  Mail 
www.usps.com 

Volvo  Cars  of  North  America 
www.volvocars.com 
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Virginia  Economic 

Development  Partnership 
www.yesvirginia.org 


ISSUE  DATE:   NOVEMBER   16,    1998 


Money  and 


Hiie 


Deflationary  plays 

Deflationary  Winners 

Category 

Reason 

Example 

Innovators 

New  products  boost  revenue  sources 

Sony,  Pfizer 

Consolidators/ 
low-cost  producers 

Can  sweat  out  price  cuts 

YPF  (Argentinean  oil  company) 

Price-elastic  companies 

Falling  prices  are  compensated  for 
by  huge  increase  in  sales 

Nokia  (cellular  phones),  Intel 

Virtual  companies 

Non-capital-intensive  producers 

Dell,  catalog  retailers 

New  industries 

Novel  product  categories 

AOL,  biotech 

Cost-saving  enablers 

i2Technologies,  ADP,  Cadence  Design 

New  oligopolies 

Can  resist  price  cuts 

Goodyear 

Insurance 

Bondholdings  appreciate, 
reimbursements  decline 

Deflationary  Losers 

Capital-intensive  industries 

Paper,  metals,  mining,  bulk  shippers 

Real  estate 

Inflationary  leverage  goes  into  reverse 

REITs                                                          m 

Banks  &  finance  companies 

Loan  growth  slows.  Income  declines. 

L 

What  turns  around  when  prices 
go  down?  Some  plausible  ideas. 


formance  during  the  1930s  was  an 
artifact  of  government  policy:  The 
U.S.  took  gold  out  of  circulation  and 
redefined  the  value  of  a  troy  ounce 
from  $20.67  to  $35. 

So  what  does  work?  "We've  wracked 
our  minds  over  this  one,"  says  Allyn. 
"We  think  everything  you  learned 
about  during  a  time  of  inflation  is 
turned  on  its  head,  but  not  precisely." 

Still,  begin  with  companies  that  did 
well  during  the  high  inflation 
of  the  1970s.  The  winners 
were  those  that  made  more 
from  price  increases  than  they 
lost  from  reduced  sales  to 
price-sensitive  customers. 
Petroleum  companies  are  an 
example.  During  deflation  the 
opposite  will  probably  prove 
to  be  true.  The  losses  from 
reduced  prices  are  likely  to 
outweigh  additional  revenues 
from  higher  demand.  An 
industry  with  a  radically  dif- 
ferent structure  is  telecommu- 
nications. Price  cuts  drive 
huge  gains  in  volume  and 
revenues. 

Other  winners  during  infla- 
tion include  real  estate  and 
capital-intensive        manufacturers. 
Assets  purchased  today  cost  far  more 

264 


tomorrow.  Book  value  tends  to 
underestimate  the  real  worth  of  prop- 
erty, triggering  buyouts.  Meanwhile, 
inflation  erodes  the  real  value  of 
the  loans. 

In  a  deflation  the  opposite  will  be 
true.  Debt  will  maintain  its  value. 
Investments  you  made  yesterday  will 
be  worth  less  today  and  subject  to 
undercutting  by  new  competitors. 
Companies  that  do  better  may  be  like 
Dell,  an  assembler  of  products  pro- 

More  for  less 


Ratio  scale  1865/1982=100 


1865  1870  1875  1880  1885  1890  1895   1900 
1982   1987  1992   1997  2002  2007  2012   2017 


Sources:  Bureau  of  Economic  Analysis;  Historical  Statistical  Abstract 
of  the  United  States;  Scudder  Kemper  Calculations. 

Falling  prices  for  crucial  products: 
metals  in  the  1800s,  computers  today. 


duced  at  the  cost  of  tremendous  capi 
tal  investment  by  others. 

Declines  in  commodity  prices  coul 
be  devastating  to  paper  and  metals  pre 
ducers,  especially  because  they  als* 
confront  large  capital  expenditures.  Bu 
during  the  inevitable  consolidation,  th 
lowest-cost  firms  will  gain  power.  Tha 
is  the  titinking  behind  the  portfolio  c 
the  money  manager  profiled  in  the  pre 
ceding  story  (p.  260). 

A  few  capital-intensive  operators  ma 
avoid  the  squeeze  by  having  genuinel 
new  products.  Pharmaceutical  product 
require  huge  investmen 
but  face  little  price  competi 
tion.  That  was  the  case  ii 
the  1930s  for  the  industr 
from  which  drug  companie 
descended,  chemicals.  Thi 
time  around  big  chemica 
producers  will  be  les 
equipped  to  weather  defla 
tion  because  their  goods  ar> 
more  like  commodities. 

Allyn's  list  of  investmen 
angles  is  coupled  with  at 
assortment  of  specific  com 
parties  intended  more  a 
illustrations  than  as  stocl 
recommendations.     Om 
consistent  theme:  growth 
Value  investing,  with  it 
.  emphasis  on  low  earning 
multiples  and  hidden  assets,  may  bi 
out  of  phase  with  this  era.  ■ 
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Cable  Design 
Technologies 

I  'csign  Technologies  M  SE  CI)  \  >  is  a  lead- 
ing manufacturer  of  technologically  advanced  elec- 
tronic data  transmission  cables  for  network,  com- 
munications, specialty  electronics,  and  automation 
and  process  control  applications,  including  com- 
plete voice  and  data  wiring  solutions,  fiber  optic 
connective  solutions  and  other  components 
required  to  build  high  performance  telecommunica- 
tions infrastructures   Fist. 
I  $652  million  while  net  inconx  record  $44.4  million 

vww.cdtc.com 


Parker  Hannifin  is  a  leading  worldwide 
manufacturer  of  motion-control  components  and 
systems  for  hundreds  ot  industrial  and  aerospace 
markets.  As  detailed  in  its  1998  Annual  Report,  for 
the  year  ended  June  30,  Parker's  sales  were  4.63 
billion,  with  net  income  of  $319.6  million,  and  a 
backlog  of  1.65  billion.  (PH-NYSE) 


Newport  Corporation      ' 

Newport  Corporation  (Nasdaq  \l\\  I'1  has  earned  a 
global  reputation  lor  design,  manufacture  and  mar- 
keting of  high  precision  components,  instruments 
and  integrated  systems  that  enhance  the  productivity 
and  capabilities  ot  test  and  measurement  and  auto- 
mated assembly  for  precision  manufacturing  and 
research  applicaitons.  By  focusing  on  its  key  strategic 
industrial  markets  -  fiber  optic  communications, 
semiconductor  equipment  and  computer  peripherals 
-  Newport  has  accelerated  sales  and  registered  48$ 
i  growth  in  194"    For  the  first  nine  months  ol  nues  rose 

101  million  over  for  the  same  period  last  year.  Net  income  totaled  $6.4  mil- 
1.68  per  diluted  share,  a  39';  impro\ement  from  a  year  ago. 


B  >    ;.  f,       ...     .a,  MjoBI 


Overseas  Shipholding  Group,  Inc.  (OSG),  one  of  the 
largest  bulk  shipping  companies  in  the  world,  operates 
a  modern,  diversified  fleet  of  some  55  vessels  that 
transport  crude  oil,  petroleum  products,  coal,  iron  ore 
and  grain.  Last  year,  OSG  completed  its  latest  $660 
million  newbuilding  program,  which  comprised  six 
double-hulled  Very  Large  Crude  Carriers  and  two 
160,000  deadweight  ton  Capesize  bulk  carriers.  Six  of 
OSG's  U.S.  flag  crude  carriers  are  on  long-term  char- 
itish  Petroleum  in  the  Alaskan  oil  trade.  OSG's  tanker  pool  with  Petroleos  de 
la  is  poised  to  carry  increasing  shipments  of  Venezuelan  and  other  Latin 
n  crude  oil  to  the  U.S.  and  Caribbean  markets.  (NYSE,  PSE;OSG) 


Scottsdale  Scientific       ' 

Scottsdale  Scientific  Announces  the  Natural 
Testosterone  Generating  Hormone,  Androstenedione 

Scottsdale  Scientific,  Inc.  (SymbokSTDS)  is  an  inno- 
vate leader  in  research  an  the  formulation  of  nutri- 
tional supplements.  With  over  250  products  of 
uncompromising  quality,  the  Company  has  set  the 
Standard  for  hypoallergenic  nutritional  supplements 
since  1979.  With  the  majority  of  the  world's  popula- 
tion using  alternative  medicine  as  their  primary 
osurce  of  medical  care,  it's  no  surprise  that  half  of  all 
healthcare  practitioners  now-  augment  traditional 
treatment  protocola.  Consumer  goods  surveyor,  Packaged  Facts,  expects  the  Vitamin/ 
Mineral  Supplement  market  to  exceed  $12.3  billion  in  the  next  36  months.  Scottsdale 
Stientitic  is  strategically  positioned  to  meet  the  demands  of  this  multi-billion  dollar-a- 
year  marketplace.  Call  1-888-607-5399.  Visit  our  website:  www.nutricology.com. 


EL 


Sunhus  &  Associates 
Inc. 

Sunkus  &  Associates  Inc.  is  one  of  Japan's  largest 
and  fastest  growing  convenience  store  operators. 
Since  its  founding  in  1980,  Sunkus  has  aggressively 
expanded  its  business  and  based  on  uniqure  store 
development  strategies,  innovative  product  develop- 
ment initiatives,  and  sophisticated  information  sys- 
tems. The  company  currently  operates  about  2300 
stores  nationwide,  which  generated  more  than  $2.83 
billion  in  sales  last  year. 


Guess  who's  #  1 . 


2.1  MM  weekday  circulation.  2.5  hAlsA  weekends.  Now  the  nation's  #1  newspaper. 

First,  we  broke  the  rules.  Now,  we're  breaking  records. 

The  only  question  left  is  why  isn't  your  ad  in  today's  newspaper? 


An  economy  of  words. 
A  wealth  of  information. 


Source:  March  1998  ABC 


www.usatoday.com 
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BY  ERIC  S.  KNOT 


Man\  stocks  can  be  bought  for  con- 
siderably less  than  their  12 -month 
highs  (see  p.  250),  but  William  Nas- 
govitz,  portfolio  manager  or  Heart- 
land Value  Fund,  has  not  seen  a 
market  this  bad  for  the  kind  of  stocks 
in  his  portfolio  (average  market  value: 
$300  million)  in  25  years.  Two 
beaten-down  issues  Nasgovitz  likes  are 
Landry's  Seafood  Restaurants,  which 
has  been  knocked  down  to  seven 
times  trailing  earnings,  and  Grand 
Casinos,  a  casino  operator  selling  for 
just  six  times  earnings.  Both  stocks  sell 
below  book  value.  The  small-stock 
bear  market  has  created  another 
opportunity:  Heardand  Value  (Forbes 
rating  of  A  in  up  markets  and  ('  in 
down)  reopens  to  new  investors  on 
Nov.  9.  The  fond  stopped  accepting 
new  clients  three  years  ago  when  the 
market  for  cheap  small-caps  dried  up. 


Special  focus 


Not  only  will  lower  mortgage  rates  help 
residential  home  builders  (see  p.  258), 
they  will  also  benefit  suppliers  of  build 
ing  materials  and  home  furnishings. 
Listed  below  are  eight  such  companies 
As  a  group,  these  stocks  are  off  an  aver- 
age of  28%  from  their  52 -week  highs  and 
sell  for  1 1  times  estimated  1999  earnings. 


Shelter  from  the  storm 

Company 

Recent 
price 

1999 
estP/E 

Centex 

$32.25 

10 

Johns  Manville 

12.63 

13 

Lafarge 

31.06 

10 

Lone  Star  Industries 
Owens-Corning 

67.13 

34.38 

12 

10 

Southdown 
USG 

Walter  Industries 

Sources.  Market  Guide  via 
Services;  IBES  Express. 

One. 

51.25 

11 

47.13 

7 

13.06         12 

tource  Information 

■77TT 


6500 
5500 


The  Barra  All-US  price  index  as  of  10/23/98 

Market  value:  $11.2  trillion 

PIE:  23.0 

P/E  minus  negative  EPS:  21.2 

Price/book:  3.5 

Yield:  1.4% 


12-month  closeup 


Closeup  on  the  markets 


Index  or  investment 

Barra  All-US  index 

SiP/Barra  Growth  i 

SiP/Barra  Value  ini 

Oow  Jones  industna 

SiP  500 

NYSE 

Nasdaq 

PSE  Tech  100 

EAFE4 

CR8  futures  index 

Gold  (Comex  spot) 

Yen  (per  JUS) 

Oil  (W  Texas  Intermediate) 


2-week  change 


%  change  from 
1  year  ago    5-year  high 

4.5%       -12.7% 


SiP/Barra  Growth  index 

9.8 

SiP/Barra  Value  index 

7.6 

Oow  Jones  industrials 

7.0 

S&P  500 

8.8 

NYSE 

8.9 

Nasdaq 

13.5 

PSE  Tech  100 

14.8 

EAFE4 

10.3 

CRB  futures  index 

0.8 

The  best  and  worst  performing  stocks 


Best 

Recent 
price 

2-week 
change 

1998 
EPS' 

Worst 

Recent 
price 

2-week 
change 

1998 
EPS' 

Asyt  Technologies 

$12.19 

97% 

$-0.96 

Aftermarket  Technology 

$5.13 

-47% 

$0.81 

Brightpoint 
Cytyc 

11.44 
15.88 

93 
92 

0.76 
-0.878 

Splash  Technology  Hldgs 

7.31 

-44 

0.90 

leasing  Solutions 

10.06 

-39 

1.93 

Nextlink  Communications 

25.81 

91 

-6.28 

K2 

9.19 

-36 

0.88 

CheckFree  Holdings 

16.25 

88 

0.12' 

Exide 

7.19 

-35 

0.30 

The  best  and  worst  performing  industry  factors9 

Best 

2-week 
change 

Change 

since 

12/31/97 

Worst 

2-week 
change 

Change 

since 

12/31/97 

Trucking 

33.9% 

-22.6% 

Precious  metals 

-15.1% 

23.8% 

Cosmetics 

25.3 

4.4 

Photograpnic,  optical 

-10.2 

12.0 

Construction 
Oilfield  services 
Industrial  equipment 

22.5 
19.0 
18.9 

13.3 

-42.3 

0.6 

Oil  refining,  distributing 
Aluminum 

-0.2 

-11.4 

0.4 

30.3 

Paper 

0.8 

-0.8 

Data  for  period  ending  10/23/98.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs 
and  closed-end  funds  are  excluded.  '1999  estimate.  :Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth.  Total  return  of  more  than 
300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  pnce-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  4A 
dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21  commodity  futures.  6Source:  Bridge-Commodity  Research  Bureau.  'Consensus  estimate. 
'Flash  estimate  is  the  average  of  a  firm's  new  and  revised  estimates  received  over  the  last  four  weeks.  Flash  estimate  is  printed  when  it  differs  from  the  consensus  mean  by  at  least  15%.  'Shows  return  after  controlling  for  other 
influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  sources:  Barra,  Inc.:  IBES  Express. 
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issues  review 


Company/business 

Crown  Castle  Intl/wireless  comm  svcs 

Knigtit/Trimark  Group/investment  management  svcs 

NationsRent/rents  heavy  equipment 

Adams  Golf/golf  clubs 

National  Equipment  Services/rents  heavy  equipment 

GeoCities/personal  Internet  Web  sites 

Golden  State  Vintners/winemaking 

Cyberian  Outpost/on-line  computer  products  retailer 

New  American  Healthcare/acute-care  hospitals 

Eclipsys/health  care  mgmt  software  &  svcs 


Exchange 

Offer 
date 

Offer 
price 

9/30/98 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute  reltomkt 

0 

8/18/98 
7/8/98 

$13.00 
14.50 

$9.63 

$182 

Lehman  Brothers 

-26% 

80 

0 

8.25 

145 

BancBoston  Robertson  Stephens  -43 

65 

n 

8/7/98 

8.00 

6.31 

104 

Bear  Stearns 

-21 
-74 

85 

0 

7/9/98 

16.00 

4.13 

96 

Lehman  Brothers 
Salomon  Smith  Barney 

29 

n 

7/14/98 

13.50 

6.13 

95 

-55 

53 

0 

8/10/98 

17.00 

23.25 

81 

Goldman  Sachs 

37 

146 

0 

7/21/98 

17.00 

9.81 

73 

Goldman  Sachs 

-42 

66 

0 

7/31/98 

18.00 

10.44 

72 

BT  Alex  Brown 

-42 

64 

n 

8/20/98 

13.00 

10.50 

65 

DU 

-19 

87 

0 

8/6/98 

15.00 

22.88 

63 

Morgan  Stanley  Dean  Witter 

53 

163 

Performance  update 


BY  SCOn  DECARIO 


September  was  a  dreadful  month  for 
the  new  issues  market;  only  four  com- 
panies, worth  $92  million,  came  to 
market.  For  the  third  quarter  only  59 
new  stocks,  capitalized  at  S2 .9  billion, 
went  public.  In  contrast,  underwriters 
raised  S6.9  billion  with  132  new  issues 
in  the  third  quarter  of  1997. 

Securities  Data  Co.  reports  a  record 
79  firms  withdrew  their  offerings 
during  the  third  quarter.  The  biggest 
postponement  was  Wall  Street's  Gold- 
man, Sachs,  whose  highly  anticipated 
IPO  was  to  have  raised  S3  billion. 
Other  disappointments:  Del  Monte 
Foods,  Overnite  Transportation  and 
PointCast. 

This  otherwise  dismal  market  had 
two  bright  spots  in  October.  Japan- 
based  NTT  Mobile  Communications 
Network's  S18  billion  deal  and 
Conoco's  S4.4  billion  offering. 

The  record  year  for  IPOs  was  1996, 
when  744  issues,  worth  S38  billion, 
went  public.  For  all  of  1998  Securities 
Data  expects  400  ipos  and  less  than 
S22  billion  in  new  equity.  These  fig- 
ures are  propped  up  by  the  market's 
strong  start  in  1998.  For  now,  the 
1999  outlook  is  bleak.  Richard  Peter- 
son at  Newark,  N.J. -based  Securities 
Data,  expects  investors  will  remain 
cautious,  and  that  weaker  companies 
will  have  to  stay  on  the  sidelines. 

Note:  This  report  covers  initial  public  offerings  of  common 
more.  Closed-end  funds,  limited  partnerships  and  ADRs 
investment  trusts  and  spinoffs.  'The  ending  value  of  $100 
Source:  Securities  Data  Co. 
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The  best  new  issues  last  quarter 


Company/business 


Offer    Offering       Lead 
price     (Smil)    underwriter 


Performance  to  date  1 
absolute  reltomkt'  \ 


eBay/1  nternet-based  trading  svcs          $18.00 

$63 

Goldman  Sachs 

150% 

257 

broadcastcom/lnternet  broadcasting  svcs    18.00 
BindView  Devel/network  software               10.00 
Eclipsys/health  care  information  software  15.00 
Carrier  Access/telecomm  equipment         12.00 

45 

Morgan  Stanley  Dean  Witter 

124 

261 

38 
63 
36 

BancBoston  Robertson  Stephens 

101 

226 

Morgan  Stanley  Dean  Witter 
Credit  Suisse  First  Boston 

53 
49 

163 
167 

The  worst  new  i 

: 

Company/business 
Adams  Golf/golf  clubs 
Echelon  Corp/network  software 
Giga  Information  Gp/IT  research  svcs 


Offer    Offering 
price     ($mil) 


Lead 
underwriter 


Performance  to  date 
absolute  reltomkt 


$16.00 

7.00 

12.50 


National  Equipment  Svcs/equip  rental  svcs    13.50 
Team  Comm  Gp/TV  programming  5.50 


$96  Lehman  Brothers  -74%  29 

35  NationsBanc  Montgomery  -71  32 

38  Friedman  Billings  Ramsey  -68  35 

95  Salomon  Smith  Barney  -55  53 

8  National  Securities  -53  52 


The  most  active  investment  bankers1  Industries  going  public' 


Underwriter 

Morgan  Stanley  Dean  Witter 

Goldman  Sachs 

Salomon  Smith  Barney 

DLJ 

Merrill  Lynch 


Total 
offerings 

31 
28 
29 
22 
20 


Total  raised 
(Smil) 

$3,576 
2,892 
2,263 
2,042 
1,799 


Industry 

Manufacturing 

Services 

Telecommunications 

Broadcasting 

Investment  banking 


Total 
offerings 

123 
125 

15 

11 
6 


Total  raised 
(Smil) 

$7,224 

5,330 

1,457 

1,318 

1,212 


r. 


equities  with  offering  dates  of  7/1/98  to  9/30/98,  offering  prices  of  $2.50  or  more  and  offering  values  of  $5  million  or 
(American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  real  estate 
invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  2Latest  12  months. 
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tin  Waters.  President  and  Creative  Director  of  Waters  Design 
donates.  Inc.  speaks  about  the  importance  of  the  arts  to  business 
a  conversation  trifh  David  Finn,  board  member  of  the  Business 
tmmittee  for  the  Arts.  Inc.  and  Chairman  of  Ruder>Finn. 

had  been  drawing  since  childhood,  my  first  real 
posure  to  the  arts  was  in  Ms.  Craighill's  ninth  grade 
>nch  class.  My  French  proficiency  left  much  to  be 
sired,  but  I  learned  about  Seurat,  Braque,  Cezanne  — 
sir  work  was  infinitely  more  interesting  than  conjugating 
■nch  verbs.  While  in  high  school,  I  was  fortunate  to  work 

part  of  the  stage  crew  with  the  Ballet  Russe  de  Monte 
irlo.  In  Rocky  Mount,  North  Carolina,  the  small  town 
lere  I  grew  up,  trips  to  museums  and  the  theater  were 
nited.  My  experience  with  the  ballet  was  invigorating  — 
e  dancers'  energy  and  expression  was  like  a  Van  Gogh 
linting.  During  college.  I  continued  my  interest  in  the 
irforming  arts  by  working  at  the  Virginia  Museum 
leatre  while  simultaneously  studying  for  a  BFA  in 
immunication  design. 

I  began  my  own  design  business  in  New  York.  I  also 
gan  teaching  Visual  Communications  at  Pratt  Institute.  I 
tose  New  York  because  it's  a  major  design  center  and 
wides  a  broad  range  of  arts  experiences.  My  wife  and  I 
sit  galleries  or  attend  a  performance  every  week.  We 
■cently  discovered  amazingly  sophisticated  drawings 
iade  by  an  autistic  10-year  old  child  who  otherwise  can 
arely  communicate.  While  experiencing  art  in  any  form  can 
arify  our  ability  to  see,  and  stimulate  our  own  creativity, 
uperiencing  art  like  this  makes  one  aware  of  the  depth  of 
le  human  need  for  expression. 

ers  Design,  our  work  is  about  balancing  the  need  for 
ersonal  expression  with  the  business  needs  of  our  clients. 
i  the  past,  many  businesses  hired  people  for  their  hands, 
rms_and  strong  backs.  Today,  we  realize  that  these  same 
eople  come  with  heads  and  hearts,  and  if  they  are  allowed 
a  use  them,  to  think  creatively  and  express  themselves, 
tiey  produce  better  results  and  they  are  happier. 
II  of  my  associates  at  Waters  Design  are  encouraged  to 
ttend  or  participate  in  arts  events  and  bring  their 
xperiences  back  to  the  office.  Associates  are  encouraged 
o  make  suggestions  about  all  aspects  of  our  business  — 
rom  job  tracking  to  client  communications.  Games  and 
earning  sessions  are  integral  to  our  workstyle  as  we 
.earch  for  new  ways  to  open  the  door  to  personal 
xpression  and  generate  new  ideas. 


balancing  DUSlflCSS 

with  the  61TIS  at 

waters  design 


John  Waters  in  front  of  Cordon  Chandler's  metal patchwork  quilt. 

Although  most  of  our  clients  are  major  corporations,  we  also  provide  integrated  design  services  for 
not-for-profit  organizations  and  arts  organizations.  One  of  our  most  successful  branding 
programs  in  the  mid-eighties  was  for  the  Ohio  Arts  Council.  We  helped  the  Council  create  a 
program  called  Share  the  Arts— an  outreach  initiative  aimed  at  getting  people  throughout  the 
state  involved  with  the  arts.  Recently,  we  created  a  Web  site  for  the  Business  Committee  for  the 
Arts  to  help  increase  business-arts  alliances,  especially  among  small  and  midsize  companies. 
Many  people  believe  art  and  business  are  a  contradiction:  art,  a  form  of  personal  expression 
and  business,  about  the  bottom  line.  Art  and  business  actually  complement  one  another.  They 
are  inextricably  linked.  Ideas  and  expression  drive  both.  While  the  arts  are  certainly  critical  to 
my  business,  I  believe  the  arts  are  critical  to  all  business. 

Today,  with  rapid  changes  in  technology  challenging  fundamental  business  concepts,  it  is  more 
important  than  ever  that  the  arts  be  accessible  — that  we  find  a  balance  between  personal 
expression  and  business  discipline.  All  of  us  are  both  rational  and  emotional  beings  and  to  be 
motivated,  to  grow,  to  excel,  we  must  exercise  both  parts  of  our  being. 


Business  Committee  for  the  Arts,  Inc. 

1775  Broadway,  Suite  510,  New  York,  New  York  10019 
T  212  664.0600  •  F  212  956-5980  •  www.bcainc.com 
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Cybei>ranger 

^^—   Stock  crooks  no  longer  have  to  rely  on  scores 
^^  of  cold-calling  brokers  to  thumb  through  the 
white  pages  for  suckers.  Stock-scam  Web  sites  can  reach 
millions  instantly  via  spam  E-mail  and  banner  advertis- 
ing at  little  or  no  cost. 

The  sec  is  overwhelmed  by  the  digital  scamsters.  As 
often  happens,  when  the  cops  aren't  functioning,  vigi- 
lantes emerge  to  expose  potential  frauds. 

One  vigilante  site  worth  checking  out  is  wwwstock- 
detective.com.  It  flags  the  most  egregious  stock  promo- 
tions currently  swirling  around  the  Internet  and 
attempts  to  educate  investors  about  the  fraudsters. 
Stockdetective.com  is  run  by  Kevin  Lichtman,  a  38- 

Hype  list 

Web  address  (www.)  Recent  touts/ticker* 

money-world.net  Sportstar  Marketing/SSMK 

One  of  the  oldest,  often  paid  $100,000-plus  per  stock. 

superstockpick.com  Shop  TV/SHTV 

Packed  with  penny  stock  advertorials. 

stockinvestor.com  Interjetnet  Corp./IJNT 

Affiliated  with  FutureSuperStock.com  and  promoter  Jeff  Bruss. 

stockplayer.com  Apple  llomes/APHC 

Received  25,000  shares  to  promote  APHC. 


internetstockmarket.com 


Redneck  Foods/RDNK 


Clearinghouse  for  penny  stock  promotions. 


*AII  ticker  symbols  are  o-t-c  Bulletin  Board. 

Source-,  www. stockdetective. com. 

Hot  tips  on  these  Web  sites  can  burn  investors. 


year-old  Floridian  who  knows  a  Web  stock  scam  when 
he  sees  one.  He  used  to  promote  them  as  an  investor 
relations  man.  His  firm  was  paid  from  $100,000  to 
$250,000  per  assignment  to  tout  clients'  stocks  in  the 
guise  of  independent  analyst  reports.  After  nearly  being 
fired  for  writing  the  truth  about  one  of  his  firm's 
clients,  Lichtman  quit  to  start  www.financialweb.com. 
Financial  Web  provides  news,  stock  quotes  and  other 
information,  as  well  as  stockdetective.com,  which  expos 
es  scams.  Exposing  scams  boosts  traffic  on  his  Web  site, 
which  helps  advertising  sales. 

Lichtman's  most  recent  expose  is  of  an  o-t-c  Bulletin 
Board  company  called  dna  Medical  Technologies,  of 
Hiawatha,  Iowa,  dna  Medical  claims  to  make  money  by 
collecting  and  storing  youthful  DNA;  the  hope  is  that  the 
dna  will  someday  be  useful  in  curing  diseases  once  sci- 
ence develops  gene-based  cures.  It  charges  $515  for  the 
service  even  though  Stockdetective  cites  noted  genetic 
experts  who  claim  that  dna  extraction  normally  costs  jus 
a  few  dollars.  Lichtman  heard  about  the  company 
through  spam  E-mail  that  claimed  that  a  mysterious 
Japanese  company,  Pax  International,  had  offered  $20 
per  share  for  80%  of  the  company's  90  million  outstand-i 
ing  shares.  The  hype  caused  dna  Medical  stock  to  climb 
to  $5.50,  but  it  has  since  dropped  to  30  cents. 

According  to  Lichtman,  it  is  likely  that  the  promoters 
who  pumped  up  dna  Medical  have  moved  on  to  the 
next  hype  job.  "These  on-line  promotions  have  a  very 
short  life  span,"  says  Lichtman. 

On  the  left  you  will  find  Stockdetective's  top  five  list 
of  the  most  prolific  stock  promotion  Web  sites.  Web 
surfers,  beware.  -Om  Malik 


i 


n 


Black  gold 

^^^  Houston-based  Pennzoil 
"^™    (nyse:  pzl)  blew  it  last 
autumn  when  it  vetoed  a  $6.4  bil- 
lion, $84-per-share  takeover  from 
Union  Pacific  Resources.  Since  then 
its  stock  has  fallen  from  $83.75  to  a 
recent  $35.25. 

In  April  Pennzoil  attempted  to 
revive  its  stock  by  unveiling  a  plan 
to  spin  off  its  low-margin,  slow- 
growth  motor  oil  business,  combin- 
ing it  with  auto  products  company 
Quaker  State.  By  year-end  each 
share  of  Pennzoil  will  entitle  the 
holder  to  one  share  of  PennzEnergy, 
the  oil  and  gas  company,  and  one 
share  of  Pennzoil-Quaker  State,  the 
consumer  motor  oil  company. 

One  smart  analyst,  Tina  Larsson 
of  Horizon  Asset  Management,  is 
bullish  on  PennzEnergy,  the  $921 
million  (sales)  oil  and  gas  company 
that  will  be  left  when  Pennzoil  and 
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Quaker  merge.  PennzEnergy  has 
reserves  and  exploration  projects  in 
places  like  Azerbaijan,  Australia, 
Egypt,  Venezuela  and  the  U.S. 

Pennzoil's  current  price  values 
PennzEnergy  shares  at  less  than 
$18.25 — that's  only  six  times  its  pro 
forma  1997  earnings.  Other  oil  and 
gas  companies  trade  at  an  average  of 
15  times  earnings.  It  also  gives 
PennzEnergy  a  $2.2  billion  enter- 
prise value — all  of  its  equity  plus 
debt.  That's  about  equal  to  its  book 
value.  Other  oil  companies  trade  at 
twice  that. 

The  best  way  to  get  PennzEnergy 
today,  according  to  Larsson,  is  to 
buy  Pennzoil's  stock  at  its  current 
$35.25  and  short  1.22  shares  of 
Quaker  State  for  every  share  you 
purchase.  The  trade  gives  you 
PennzEnergy  at  $18.25  per  share, 
based  on  Quaker  State's  current 
$14  stock  price.  The  short  is  riskless 


because  it  is  the  equivalent  of  one 
share  of  the  new  Pennzoil-Quaker 
motor  oil  company,  which  current 
Pennzoil  holders  will  receive  by 
year-end.  Those  shares  can  be  used 
to  cover  the  short  position. 

At  $18.25  PennzEnergy  is  at  a 
70%  discount  to  the  price  Union 
Pacific  would  have  paid  to  buy  it  last 
year.  Larsson  also  thinks  PennzEner 
gy  could  eventually  be  taken  over 
and  expects  the  stock  to  more  than 
double.  -Stephane  Fitch 

Bargain  in  Chile 

^^^  This  one  you  won't  likely  find 
'^™'  on  the  Web:  The  unwinding  ol 
leverage  in  global  markets  has  caused 
many  stocks  to  plummet  in  Latin 
America,  not  all  of  them  for  sound 
reasons.  One  that's  been  hammered 
too  hard,  says  Andrew  Cummins  of 
hedge  fund  Explorador  Capital,  is 

Forbes  ■  November  16,  1998 


■;:; 

it! 


A  Unimarc  supermarket 

Spiffed  up,  efficient  and  dirt  cheap. 


Supcrmercados  Unimarc  SA..  (NYSE: 
UNR  I,  Chile's  third-largest  supermar- 
ket chain.  Cummins'  rationale:  Uni- 
marc his  the  lowest  valuation  of  Latin 
food  retailers,  but  one  of  the  highest 
operating  margins.  And  despite  slower 
economic  growth  predicted  for  Chile, 
people  will  continue  to  buy  food. 

Unimarc  is  by  many  measures  a 
real  bargain.  It  went  public  in  May 

1997  at  $16.75  per  ADR,  giving  it  a 
market  capitalization  of  S420  mil- 
lion, about  one  times  revenues. 
The  stock  has  crashed  to  a  recent 
12.88,  giving  it  a  market  capitaliza- 
tion of  about  $71  million,  or  less 
than  16%  of  its  $480  million  in 

1998  sales. 

It  trades  at  2.3  times  cash  flow  and 
3.6  times  1998  expected  earnings — a 
65%  discount  to  other  Latin  food 
retailers.  And  the  current  dividend 
yield  is  a  spectacular  1 1%  this  year. 

Chief  Executive  Pedro  Pablo 
Cucvas  has  introduced  perfor- 
mance-based pay  to  motivate 
employees,  as  well  as  new  technolo- 
gy for  the  chain's  data  management 
systems.  This  helped  Unimarc's 
operating  margin  to  increase  to 
5.7%,  one  of  the  best  among  super- 
markets in  the  region,  as  is  its 
expected  4.1%  net  margin  this  year. 

What  about  currency  risk?  Cum- 
mins says  not  to  worry.  Chile  is  not 
in  a  situation  like  Brazil  today 
because  Chile  has  low  inflation,  a 
balanced  budget  and  prudent  man- 
agement of  its  debt.  Chile's  peso  has 
devalued  about  8.4%  this  year. 

Cummins  thinks  Unimarc  would 
be  an  attractive  takeover  for  Dutch 
supermarket  giant  Ahold.  He  thinks 
the  adrs  are  worth  at  least  $6. 

-Kerry  A.  Dolan  H 
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Faberge  Eggs  •  500  Toy  Boats 
2,000  Toy  Soldiers 

Rare  autographs,  priceless  paintings,  trophies,  and 
dozens  of  jeweled  treasures  made  for  the  Czars. 


All  on  view  at 

The  FORBES  MAGAZINE  GALLERIES 
62  Fifth  Avenue  (at  1 2th  Street)  New  York, 
N.Y.  1 00 1 1 

Tuesday  through  Saturday,  1 0am  to  4pm. 
Thursdays  for  advance  reservations  and  groups. 
For  information  call 
(212)  206-5548 

Admission:  FREE 


Trinchera     Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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contrarian 

Bv  David  Dreman 


Discount  those  rosy  forecasts 


A  best  case  is 
that  earnings 
will  be  flat  in 
the  current 
quarter  and 
in  1999,  with 
a  much  high- 
er probability 
that  they  will 
be  down. 


With  much  of  the  world's  economy 
crumbling  in  crisis,  most  analysts  look  to 
U.S.  corporate  earnings  to  hold  up  the 
stock  market.  Will  they  increase  enough  to 
prevent  the  stock  market  from  dropping 
even  further?  I  don't  think  so,  and  for 
good  reasons. 

The  bulls  are  counting  on  good  earnings 
next  year  to  hold  the  market  up.  Back  in  the 
Jan.  26  issue  of  Forbes  I  wrote  a  column 
demonstrating  just  how  overoptimistic  ana- 
lysts' forecasts  have  been.  I  had  strong  evi- 
dence going  back  15  years.  Data  from  ibes, 
the  largest  service  monitoring  analysts'  esti- 
mates, show  that  earnings  were  estimated  to 
rise  2 1 .9%  on  average  annually  over  this 
period.  The  actual  rise  was  7.6% — only 
about  one-third  of  the  estimates.  It's  a  fact 
of  life  that  analysts  do  their  work  wearing 
rose-colored  glasses. 

In  January  of  this  year  analysts  again  put 
on  those  pink  glasses,  predicting  a  14.7% 
increase  in  the  s&l''s  earnings  for  1998. 
The  aggressive  forecast  was  made  after  the 
Asian,  Latin  American  and  eastern  Euro- 
pean countries  were  already  experiencing 
financial  crises,  currency  devaluations  and 
economic  downturns.  These  events,  they 
believed,  would  not  derail  the  strong  U.S. 
economy.  Abby  Joseph  Cohen,  one  of 
today's  leading  strategists  and  a  longtime 
bull,  has  revised  her  estimates  downward, 
but  still  predicts  an  amazing  17%  earnings 
spike  in  the  current  quarter,  with  more  to 
come  next  year. 

Forget  it.  The  U.S.  cannot  expect  to 
escape  the  problems  that  afflict  much  of 
the  world  today.  The  Asian  crisis  has 
already  chopped  earnings  of  Coca-Cola, 
Gillette,  American  Express  and  dozens  of 
other  companies.  Bank  loans  may  become 
harder  to  obtain  as  a  result  of  large  losses 
incurred  abroad;  the  Long-Term  Capital 

Misplaced  optimism  (1982-s*) 


debacle;  and  other  questionable  domestic 
lending  practices. 

Higher  earnings  ahead?  No  way.  A  best 
case  is  that  earnings  will  be  flat  both  in  the 
current  quarter  and  in  1999,  with  a  much 
higher  probability  that  they  will  be  down.  If 
the  s&P  500  reports  flat-to-down  earnings 
in  the  upcoming  quarters  rather  than  the 
near  20%  increases  many  analysts  expect, 
you  can  be  darn  sure  the  index's  p/e  of 
27.5,  still  extremely  high  relative  to  past 
norms,  will  take  a  further  hit. 

What  should  you  do? 

If  you  own  any  of  the  handful  of  large - 
cap  growth  stocks  that  have  been  the  sole 
props  for  the  market  to  date,  sell  them  now. 
Disappointments  in  these  issues  could  result 
in  catastrophic  drops  in  their  prices.  What 
happened  to  the  Nifty  Fifty  in  1974  will 
happen  to  them. 

Dell  Computer,  for  example,  currendy 
has  a  market  value  more  than  twice  that  of 
General  Motors  and  is  trading  at  a  p/e  of 
75.  Can  Dell  continue  to  grow  sales  and 
earnings  at  a  near  60%  clip,  with  major  for- 
eign markets  beginning  to  dry  up  and  heavy 
competition  at  home,  which  will  only  get 
worse  if  the  economy  slows?  It  is  a  great 
company  with  a  great  business  model,  but  it 
can't  walk  on  water.  Ditto  for  Pfizer,  Ameri- 
ca Online,  Yahoo!  and  the  rest  of  the  new 
'■'Nifty  Twenty-five."  These  are  not  the 
stocks  you  will  want  to  own  when  earnings 
disappointments  arrive  en  masse. 

Stick  with  value  stocks,  many  of  which  are 
already  down  sharply.  Keep  some  reserves 
and  be  slow  to  jump  back  in.  If  the  market 
moves  lower,  here  are  some  value  stocks 
worth  considering:  Citigroup  (44,  CCl),  p/e 
15,  yield  1.6%;  Fannie  Mae  (67,  FRE),  p/e 
21,  yield  1.5%;  Key  Corp.  (27,  key),  p/e  13, 
yield  3.2%;  and  rjr  Nabisco  (24,  rn),  p/e 
11,  yield  8.3%.  mm 


Year 


Analysts  estimates  of 
S&P  500  earnings  growth* 


Actual  growth 


%  error 


1982-97t 

1998 

1999 


21.9% 

14.7 

16.7  (estimate  made  6/98) 


7.6%  194% 

3.0  357** 

18.1  (estimate  made  10/98) 


'Estimates  made  in  January  ot  each  year.  t  Average.  **Based  on  reported  earnings  for  the  first  and  second 
quarters  and  estimates' for  the  following  period. 


Investors  are  turning 
to  earnings  estimates 
for  support.  How  much 
comfort  should  you  draw 
from  current  forecasts? 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian  Investment  Strategies:  The  Next  Generation. 
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An  optimist  on  the  sidelines 

"There's  nothing  to  fear  from  the  crisis  of  1998." 


i 


By  Robert  Lenzner 


Legendary  hedge  funder  Michael  Steinhardt  has  been  "Latin  America  and  Asia  are  heading  toward  broad-i 
merely  an  interested  bystander  in  this  year's  hedge  fund  based,  socially  responsible  capitalism.  All  this  could  justi-i 
blowup.  He  returned  his  clients'  money  three  years  ago    fy  higher  multiples,"  he  says. 

and  closed  shop.  Of  his  personal  net  worth — $500  mil-        Volatility  got  you  nervous?  Relax,  he  says.  "I  think  the 
lion,  give  or  take  $100  million — less  than  half  is  sitting    volatility  in  interest  rates  and  inflation — while  persistent 
with  20  diverse  money  managers  around  the  globe.  He    won't  repeat  with  the  same  intensity." 
trades  only  small  bits  "because  I  need  the  personal  anxi-        Long-Term  Capital? 

ety."  However,  he  isn't  feeling  much  anxiety  these  days.  Steinhardt  chuckles — clearly  glad  it  wasn't  him.  "So  the; 

brokerages  lost  a  lot  of  money.  It's  not  one  ofj 
life's  great  tragedies.  What's  the  saying?  'Live  by 
the  sword,  die  by  the  sword.' 

"Sure  there  will  be  periods  of  indigestion, 
excesses  of  credit  availability.  We'll  always  have 
Long-Term  Capitals.  We're  supposed  to  havei 
these  mistakes  and  have  them  corrected." 

No  worries  at  all,  Mike?  "Just  the  odd  chancet 
that  virgin  investors  [novices  with  big  401(k)s 
and  mutual  fund  holdings]  will  act  in  some  hys- 
terical way."  He  hopes  they  will  take  the  long 
view  as  he  now  does. 

"Russia  introduced  capitalism  only  nine  years 
ago.  I  made  three  times  my  money  and  now  have 
a  small  loss.  Latin  America's  promising  because 
there  are  no  more  dictatorships." 

Steinhardt  has  installed  his  optimism  at  New 
York  University,  where  he  has  taken  over  as^ 
chairman  of  the  investment  committee.  The 
school's  previous,  bearish  manager  had  put  the 
fund  heavily  into  bonds.  Steinhardt  is  re-equifying, 
but  buying  stocks  slowly:  "We're  spending  time  on 
alternative  investments  right  now  and  have  com- 
mitted money  to  at  least  one  hedge  fund." 

Personally,  Steinhardt  is  net  short  the  bond 
market,  reflecting  his  feeling  that  the  stock  market 
is  going  to  continue  recovering,  and  interest  rates 
may  have  hit  their  lows. 

"I'm  looking  forward  to  the  21st  century, 
because  the  economic  problems  that  have  plagued 
mankind  will  be  largely  ameliorated.  We  won't 
experience  all  the  fears  of  the  20th  century  like 
war,  dangerous  inflation  or  protracted  down 
cycles.  It's  going  to  be  a  much  more  sanguine  time  for  mar- 
kets everywhere." 

In  parting  we  asked  the  57-year-old  hedge-funder  to 
name  those  funds  that  have  performed  best  for  him  this 
year.  Steinhardt's  list:  Egerton  Capital  in  London,  which 
crash  of  1987  was  a  precursor  of  nothing.  The  economy  has  made  a  bundle  in  European  equities;  Ulysses  Partners, 
never  faltered.  The  slide  of  1994  was  a  precursor  of  noth-  the  successor  to  Odyssey  Partners,  run  by  Joshua  Nash,  son 
ing — just  momentarily  higher  interest  rates.  And  1998  is  of  Odyssey  co-boss  Jack  Nash;  J.  Ezra  Merkin's  various 
a  precursor  of  nothing  other  than  an  acceptance  of  a  mod-  arbitrage  fluids;  and  Buckingham  Capital,  run  by  Laurence 
eratc  slowdown.  Leeds,  former  chairman  of  Manhattan  Industries.  wm 


Michael  Steinhardt 

The  renowned  investor  predicts  only  moderate  global  slowdown 


"I  can  make  a  case  the  market  will  go  to  a  new  alltime 
high,"  asserts  Steinhardt,  from  his  modernistic  work  area, 
between  glances  at  his  thin  trading  screen. 

"There's  nothing  to  fear  from  the  crisis  of  1998,"  he 
insists.  "Look  at  1987  and  1994.  Thev're  instructive.  The 
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A  suckers'  rally? 

"Earnings  are  the  lifeblood  of  the  securities  market,  and  they  are  drying  up." 


By  Thomas  Easton 

C'i  )MSTOCK  Partners,  Inc.  has 
been  an  atheist,  a  nonbeliever, 
in  the  greatest  bull  market  in 
history.  Suddenly  it  is  feeling 
less  lonely. 

The  managers  of  the 
Lawrcnccville,  N.J.  investment 
firm  had  been  bullish  in  the 
rising  markets  of  the  early  and 
mid  1980s,  but  in  August 
1987  they  went  bearish  just 
ahead  of  the  October  crash. 
Clients  were  delighted.  Assets 
under  management  quadru- 
pled, to  $2  billion 

But  the  partners  remained 
bearish,  and  Comstock  moved 
out  of  posh  Wall  Street  digs 
Into  more  modest  quarters  in 
suburban  New  Jersey.  The 
senior  partner,  Stanley 
Salvigsen,  died  in  1996,  a 
skeptic  until  the  end.  Today 
Comstock  manages  just  $210 
million  in  assets,  and  the 
mutual  funds  have  been  lousy 
performers. 

Since  the  September/Octo- 
ber crash,  though,  things  are 
looking  up  a  bit.  Fund  perfor- 
mance has  improved.  Com-      ^^HB 
stock  recently  issued  a  very 

bearish  report  to  250  regular  readers.  A  flood  of  calls 
ensued,  and  the  firm  mailed  out  1,500  more. 

We  interviewed  Comstock  Chief  Executive  Charles 
i\hnter,  57.  He  maintains  that  the  1,000-plus  point  rally 
that  erased  half  of  the  September/October  loss  is  nothing 
more  than  a  bear  trap.  "We  believe  we  have  been  in  an 
Overvalued  market  for  years,  and  now  there's  a  catalyst  for 
a  significant  decline." 

The  catalyst?  "Earnings  are  the  lifeblood  of  the  securi- 
ties market,  and  they  are  drying  up,"  he  says.  "The  nega- 
tive surprises  are  just  beginning." 

Bear  markets  historically  come  every  four  years,  send- 
ing stock  prices  down  about  24%,  Minter  says.  This  time 
the  appreciation  has  been  longer  and  stronger,  and  the  fall 
will  be  more  severe.  How  much  worse?  Down  to  5000,  or 
lower,  on  the  Dow,  he  predicts.  "We've  never  achieved 
valuation  levels  like  this.  We  are  still  40%  to  150%  over- 
valued relative  to  market  tops  in  the  past." 

Minter,  then  26,  joined  Merrill  Lynch  in  Florida  as  a 


Fund  manager  Charles  Minter 
How  low  can  it  go?  Lower. 


retail  broker  in  1966. 
Inflation  was  low, 
interest  rates  were  low, 
and  there  was  a  budget 
surplus.  That  was 
investment  nirvana. 
The  market  had  been 
rising  since  1949  with 
only  minor  setbacks. 
Then  nirvana  turned 
into  hell.  Inflation 
went  out  of  control. 
The  Dow  remained  at 
or  below  1000  for  the 
next  16  years,  declin- 
ing 45%  in  1974 
alone. 

He  thinks  the  cur- 
rent   nirvana    of  low 
inflation     and     rising 
profits  is  about  to  end 
in    hell    again,    with 
dropping  profits  lead- 
ing  to   an    economic 
slowdown.  "Earnings 
being  reported  for  the 
third  quarter  will  likely 
be     down     from     12 
months  ago  for  the  first 
time  in  years.  That's 
just  the  beginning." 
Deflation        struck 
Thailand  first,  then  Malaysia,  then  Indonesia,  then  South 
Korea,  then  Russia,  then  Latin  America.  Each,  in  turn, 
produced  cheaper  exports,  causing  competitive  devalua- 
tions and  product  dumping.  Already  there  are  signs  of  this 
cycle  hitting  home,  with  U.S.  steel  manufacturers  scream- 
ing about  low-cost  imports.  Expect  more,  Minter  says, 
and  with  it  protectionism,  tariffs,  plant  closings,  debt 
defaults. 

If  Comstock's  bearishness  rings  a  bell  with  you,  you  can 
buy  its  mutual  funds.  They  have  70%  of  their  holdings  in 
Treasury  bills,  12%  in  Treasury  bonds,  1 1%  in  gold  and  4% 
in  German-  and  Swiss-denominated  debt  (against  poten- 
tial dollar  weakness).  Through  puts,  the  $90  million  Com- 
stock Partners  Strategy  Fund  has  essentially  a  60%  net 
short  position  on  the  S&P  500;  last  quarter  it  was  up  14%, 
while  the  s&P  was  down  10%.  The  $125  million  Com- 
stock Partners  Capital  Value  Fund  has  more  leeway  in  its 
prospectus  and  an  even  larger  short  position.  This  past 
quarter  it  was  up  18%.  tfli 


Forbes  ■  November  16,  1998 


275 


strategy 

By  A.  Gary  Shilling 


This  time  it's  different 


The  second  Fed  ease,  on  Oct.  15,  sent  the 
U.S.  stock  market  bulls  into  wild  celebra- 
tion. I  think  they  cheered  too  soon.  It  is 
widely  believed  that  stocks  remain  a  good 
buy  until  the  Fed  begins  raising  rates,  but  I 
believe  times  have  changed  and  what  has 
been  true  for  many  decades  is  now  no 
longer  true. 

The  Achilles'  heel  for  equities  is  not  inter- 
est rates  but  profits.  The  Asian  contagion  is 
breeding  big  earnings  disappointments  for 
stocks  that  are  too  elevated  to 
accept  disappointments.  Asian 
and  other  imports  will  continue 
to  leap,  and  at  lower  prices.  This 
is  forcing  U.S.  domestic  produc- 
ers to  hold  prices  down.  Ford 
recently  cut  prices  on  its  new 
models  for  the  first  time  in  30 
years,  not  to  be  nice  guys,  but  to 
combat  growing  import  compe- 
tition. Meanwhile,  labor  costs 
accelerate,  and  exports  are  drop- 
ping. Profits  were  down  in  the 
second  quarter  from  a  year  ago, 
while  the  economy  was  still 
robust.  Just  wait  until  the  econ-        hmmmm 
omy  starts  slowing. 

Rally  or  no  rally,  I  believe  we  entered  a 
bear  market  in  July  and  lower  interest  rates 
won't  end  it.  Things  have  changed  from  the 
postwar  inflationary  past  when  Fed  easing 
unleashed  pent-up  demand.  There  is  no 
pent-up  demand  for  release  in  these  defla- 
tionary times.  Demand  is  satiated,  and 
lower  prices  won't  do  much  to  stimulate  it. 

Look  at  Japan,  mired  under  eight  years  of 
deflation.  The  overnight  call  rate  for  money 
has  dropped  from  8%  to  0.25%,  but  stocks 
are  scraping  bottom;  scant  good  cheap 
money  has  done  them.  Even  if  the  Japanese 
clean  up  their  banking  mess,  industrial 
capacity  is  superabundant,  so  why  should 
business  borrow  to  build  more?  In  the 
deflationary  1990s  the  Japanese  saving  rate 
has  leaped  from  14%  to  over  20%.  The 
problem  is  not  shortage  of  money  but 
shortage  of  demand. 

In  history  this  is  nothing  new:  In  the 
1930s  money  was  cheap  in  the  U.S.,  but  the 


Disinflation  is 
giving  way  to 
deflation, 
and  it  is 
going  to  be 
quite  a  shock 
for  the  stock 
market. 


and  no  one  wanted  to  lend.  Pulling  on  the 
monetary  string  by  tightening  credit  can  be 
effective,  but  try  pushing  on  that  string 
with  a  few  small  rate  cuts,  or  even  big  rate 
cuts.  It  doesn't  work. 

Stock  market  bulls  should  take  little  cheer 
from  Alan  Greenspan's  recent  rate  cut.  He 
wasn't  trying  to  support  the  stock  market. 
The  Dow  was  much  lower,  about  6500,  in 
December  1996  when  Greenspan  made  his 
"irrational  expectations"  speech.  Are  we  to 
believe  that  he  is  really  cutting 
rates  just  to  bolster  a  stock 
market  that  is  currently  2,000 
points  higher  than  when  he 
expressed  alarm  over  its  exuber- 
ance? I  suspect  problems  other 
than  the  stock  market  were 
impelling  Greenspan's  cut.  Look 
for  more  Fed  rate  reductions, 
but  to  try  to  head  off  financial 
crises  or  recession,  not  to  boost 
the  stock  market. 

Stocks  will  fall  as  profit  wor- 
ries become  realities.  The  Fed 
will  then  really  knock  rates 
aaaaHanai       down,  but  with  no  meaningful 
effect  on  stocks  or  on  the  econ- 
omy here  or  abroad.  Consumers  will  finally 
suffer  enough  portfolio  damage  that  they 
will  realize  that  stock  appreciation  is  no 
longer  a  substitute  for  saving.  Then  they'll 
pull  in  their  spending  horns  and  precipitate 
a  recession,  probably  starting  about  mid- 
1999.  Already  confidence  is  nose-diving. 

The  little  guy  has  not  panicked  and  is  not 
yet  scared  of  the  stock  market.  But  he  is 
getting  nervous  and  piling  into  money 
market  funds.  The  investment  clubs'  nation- 
al organization  just  reported  a  net  gain  of 
29  clubs  in  September,  compared  with  a 
gain  of  925  in  April.  The  stock  market  is 
fun  when  it  goes  up.  It's  no  fun  when  it 
keeps  going  down. 

We  are  all  attuned  to  investing  in  an  infla- 
tionary world.  As  inflation  has  eased,  every- 
one has  cheered  and  sent  stocks  soaring. 
But  disinflation  is  giving  way  to  deflation, 
and  it  is  going  to  be  quite  a  shock  for  the 
stock  market.  Welcome  to  deflation,  Mr. 


economy  was  sick.  Borrowers  were  scared,        and  Mrs.  Stockholder. 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants  and  investment  advisers.  His  firm  publishes  Insight,  a  monthly  newsletter  covering 
the  business  outlook  and  investment  strategy.  His  latest  book,  Deflation,  was  publ-shed  in  June  (Lakeview  Publishing).  E-mail:  shil@ix.netcom.com 
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trends 

By  Robert  S.  Salomon  Jr. 


The  flight  to  quality 


Despite  recent  weakness,  long 
term  Treasurys  have  rallied  big- 
time  this  year,  carrying  along 
most  other  high-quality  fixed- 
income  securities.  Lower-quality 
issues,  like  junk  corporates  and 
emerging  market  debt  instru- 
ments, have  gone  the  other  way, 
causing  risk  premiums  to  rise  sig- 
nificantly. These  violent  move- 
ments within  the  fixed -income 
markets  have  created  huge  losses 
for  hedge  funds  and  many  finan-        mmmm 
cial  intermediaries.  But  volatility 
in  bonds  also  has  created  winners. 

The  largest  holders  of  high-grade,  non- 
callable,  long-term  fixed-income  securities 
arc  pension  and  endowment  funds,  insurance 
companies  and  foreign  central  banks.  Many 
of  these  entities  don't  immediately  mark  their 
holdings  to  the  market  and,  therefore,  the 
favorable  impact  is  known  and  felt  only  over 
time.  Japan's  large  U.S.  Treasury  holdings 
result  from  the  reinvestment  of  trade  surplus- 
es it  has  historically  enjoyed  with  the  U.S. 
The  gains  serve  as  a  partial  offset  to  the  huge 
losses  in  equity  and  real  estate  holdings. 

The  winners  aren't  pension  funds  and  life- 
insurance  companies  because  their  asset/lia- 
bility structures  tend  to  be  matched.  This 
means  that  any  gains  in  asset  values  are  large- 
ly offset  by  corresponding  increases  in  liabili- 
ties. This,  however,  is  not  true  of 
property/casualty  insurance  companies. 

Most  such  companies  place  the  vast  major- 
ity of  their  reserves,  usually  approaching  90%, 
in  high-grade  fixed-income  securities.  These 
holdings  will  include  Treasurys,  corporates 
and  tax-exempt  municipal  bonds.  The  man- 
agers of  these  portfolios  have  been  highly 
risk-averse  and  therefore  have  avoided  die 
riskier  sort  of  bonds,  since  die  funds  will  be 
needed  in  the  future  to  pay  insured  claims. 
Their  recent  bond  market  gains  eventually 
will  be  reflected  in  a  rise  in  book  values. 
These  increased  asset  values  should  support 
higher  stock  prices. 

Yet  property/casualty  stocks  have  declined 
30%  or  more  this  year  from  their  highs,  cre- 
ating a  divergence  between  their  stock  prices 
and  their  asset  values — and  thus,  a  buying 
opportunity. 


Property/ 
casualty  stocks 
have  declined 
30%  or  more 
this  year,  cre- 
ating a  buying 
opportunity. 


The  two  best-situated  com- 
panies in  my  view  are  Chubb 
(60,  cb)  and  Allstate  (41,  all). 
cb  sells  at  1 1 .9  times  the  consen- 
sus 1999  earnings  estimate  of 
$5.05,  and  all  sells  at  just  12.1 
times  the  best  guess  for  next 
year's  earnings  of  $3.40.  These 
valuations  offer  downside  protec- 
tion, since  they  are  at  a  significant 
discount  to  the  overall  market. 
And  eventually,  improved  asset 
mmmmmm      values  should  help  the  stocks 
move  higher. 
While  on  the  subject  of  bonds  I  have  sev- 
eral times  recommended  emerging  market 
debt  as  a  more  attractive  investment  than 
equity  in  the  same  markets.  The  debt  instru- 
ments benefit  from  high  current  income  and 
should  provide  better  protection  in  an  eco- 
nomic contraction  or  recession. 

The  protection,  I  must  admit,  hasn't 
worked  very  well  this  year.  The  turmoil 
caused  by  the  Russian  default  has  caused 
both  debt  and  equity  to  decline  significandy. 
Spreads  for  emerging  market  debt  against 
U.S.  Treasurys  have  widened  to  1,000  basis 
points  and  are  now  yielding  around  16%, 
compared  with  1 1  %  earlier  in  the  year. 

This  makes  them  quite  tempting.  I  am 
still  a  believer  in  the  superior  long-term 
growth  of  emerging  economies  of  the 
world.  But  I  am  also  an  advocate  of  broad 
diversification,  since  the  political  risk  of 
owning  just  one  or  a  small  number  of  coun- 
tries is  just  too  great.  The  best  vehicle  to 
accomplish  this  for  most  investors  is  a  well- 
managed  closed-end  mutual  fund. 

I  continue  to  recommend  the  Emerging 
Market  Income  Fund  (11,  EMD).  It  is  well- 
managed  by  Peter  Wilby  of  Salomon  Bros. 
Asset  Management.  Broadly  diversified,  it 
pays  an  annual  dividend  of  $1.65,  a  15% 
current  yield.  It  sells  at  a  modest  premium 
to  its  net  asset  value,  which  seems  reason- 
able, given  the  high  current  return.  If  you 
may  need  the  money  tomorrow  or  if  you 
have  a  weak  stomach,  emerging  market 
debt  is  not  for  you.  If  neither  of  these  condi- 
tions applies,  the  yields  are  great  and  the 
longer-term  prospects  for  the  economies 
remain  strong.  M 


Robert  S.  Salomon  Jr.  is  principal  and  cofounder  of  Stamford,  Conn. -based  STI  Management.  Research  analyst:  Deborah  H.  Tarasow. 
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IF  YOU  CANT  REIAX  H£R£^ 
YOU  CANT  RELAX 


Vacation  in  your  own  private 
paradise.   As  tropical,  as 
quaint,  as  secluded  as  any 
undiscovered   island. 
Laucala,  a  Forbes  Magazine 
South  Pacific  Property  -  the 
perfect  island  resort. 


Laucala  is  for  people  who  want  the  ultimate  vacation 
experience  -  the  finest  amenities  without  the  formalities 
Go  deep  sea  fishing  on  board  the  island's  private  fishinj 
boat.   If  you  wish,  our  chef  will  prepare  your  catch  for 
your  dining  pleasure.   Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their   §■■ 
tropical  fish  and  marvel  at  their  coral  reefs.  Fish. 
Windsurf.  Sail.  Play  tennis.   There  are  no  sched- 
ules, none  of  life's  pressure 

All  this  for  just  $2,495  U.S.  pp  for  8  days  and  7 
nights  (plus  Fiji  tax).   And  that  includes 
EVERYTHING .   ALL  meals.  ALL  drinks. 


UNLIMITED  use  of  ALL  recreational 
facilities,  whenever  and  as  often  as 
you  wish  at  NO  EXTRA  COST. 

Though  it's  far  from  the  stresses  of 
everyday  life,  Laucala  is  easily 
accessible.   Our  island  has  its  own 
private  runway  and  scheduled 
commercial  flights. 

Find  out  more  about  this  paradise 
owned  and  operated  by  Forbes 
Magazine. 

To  receive  our  brochure  indue 
information  on  our  Island 
Exclusive  call: 

1 -80O-FORBES-5 

Or  write  to: 

Errol  Ryland,  Manager 

Box  149 

Fort  Garland,  CO  8 1  1 33 
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[Philosophy  is  a  neglected  subject  these  days.  Bryan  Magee 
breathes  new  life  into  it. 

he  consolations 
of  philosophy 


Edited  by  Joshua  Levine 


|  Bv  Adam  Bresnick 

Little-known  on  these  shores,  Bryan  Magee  is 
familiar  to  British  television  viewers  as  the  host 
and  creator  of  several  popular  TV  series  on  phi- 
losophy for  the  BBC.  He  has  taught  philosophy 
at  Oxford  and  served  as  a  member  of  Parliament,  writ- 
ing nearly  a  dozen  books  along  the  way  on  such  topics 
as  Wagner  and  Schopenhauer. 

Defined  by  the  dictionary  as  "inquiry  into  the  nature 
of  things,"  philosophy  is  a  rather  neglected  subject  in 


these  days  of  rapid  scientific  advance  and  our  obsession 
with  material  things.  In  his  new  book,  Confessions  of  a 
Philosopher  (Random  House,  March  1998,  $25.95), 
Magee  makes  this  dusty  subject  relevant  again. 

The  volume  traces  Magee's  intellectual  development, 
beginning  with  his  deep  hostility  to  the  linguistic 
philosophers  he  studied  with  as  an  undergraduate  at 
Oxford  to  his  discovery  in  later  life  of  Schopenhauer, 
the  gloomy  German.  Along  the  way  there  are  discours- 
es on  Karl  Popper 
and  Bertrand  Russell, 
both  of  whom  Magee 
knew  well,  and 
countless  others 
whose  insights  are 
necessary  to  under- 
standing where  West- 
ern thought  has 
come  from  and  why. 
All  the  problems 
these  thinkers  address 
remain  profound  and 
baffling,  and  they  just 
will  not  go  away. 
Forbes  caught  up 
with  Magee  recently 
and  asked  him  a 
series  of  suitably  big 
questions. 

Forbes:  In  your 
book  you  speak 
of  "having  philo- 
sophical prob- 
lems." What  does 
this  mean? 
Let     me     give     you 
an    example.    I    am 
racked  by  the  nature 
of  time.  The  more  I 
think  about  time,  the 
more  mysterious  and 
puzzling  it  is.  I  find 
myself  lying  in  bed  at 
night  thinking  about 
time.  This  is  what  it 
is   to   have   a  philo- 
sophical problem:  not 
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to  be  able  not  to  think  about  the  thing  that  grips  you.  j 
The  very  fact  that  anything  exists  at  all  raises  a  prob-  i 
lem.  Where  did  it  come  from?  Why  is  it  here?  Why  are  ! 
we  here?  i 

When  I  taught  philosophy  at  Oxford,  there  were   i 
some  quite  intelligent  students  who  didn't  have  philo- 
sophical problems.  So  I  tried  very  hard  to  infect  them, 
so  to  speak.  But  I  seldom  succeeded.  Perhaps  being 
philosophical  is  like  being  musical:  You've  either  got  it 
or  you  haven't,  and  it  isn't  necessarily  related  to  how 
intelligent  you  are. 

You  say  common  sense  is  dangerous 
to  philosophy.  Why? 

Common  sense  is  delusive.  If  you're  trying  to  under- 
stand the  world  in  terms  of  common  sense,  you  almost 
immediately  find  that  you  can't.  Did  time  have  a  begin- 
ning? Is  space  bounded  or  is  it  infi- 
nite? Common  sense  stands  baffled 
before  these  questions. 

Physics  and  science  go  a  long 
way  beyond  common  sense,  but 
they  don't  answer  the  most  funda- 
mental questions,  which  are  philo- 
sophical questions,  and  remain  so. 
What  is  the  nature  of  what  exists, 
and  how,  if  at  all,  can  we  know? 
These  questions  give  rise  to  the  two 
fundamental  branches  of  philoso- 
phy: ontology  and  epistemology. 


If  you're 
trying  to 
understand 
the  world 
with  common 
sense,  you 
quickly  find 
you  can't. 


These  are  interesting  questions,  but  of  what  use 
are  they  to  us? 

I  think  the  very  fact  that  one  is  committed  to  philo- 
sophical inquiry  means  there  is  already  a  value  one  holds 
dear,  namely  the  value  of  finding  out  the  truth.  If  that 
truth  turns  out  to  be  that  we  live  in  a  universe  which  is 
totally  without  meaning  or  significance  and  that  our 
lives  are  just  an  ephemeral  eye-blink,  that  will  be 
extremely  difficult  for  us  to  face. 

But  if  that's  the  truth,  then  we  have  to  live  in  the 
light  of  that  truth. 

I'm  reluctant  to  say  that  philosophy  offers  a  kind  of  sal- 
vation. One  of  the  best  television  programs  I  ever  did 
for  the  BBC  was  with  one  of  the  cardinals  of  Britain, 
Cardinal  Heenan.  I  started  the  discussion  by  saying, 
"Look,  I  don't  know  whether  God  exists  or  not,  and 
what's  more,  I  don't  believe  you  do  either."  And  in  a 
way,  that's  the  reason  for  philosophy. 

What  did  he  say? 

We  proceeded  to  have  a  marvelous  discussion. 

Why  is  philosophy  such  heavy  going? 

You  can't  read  it  passively.  You  chew  it  over.  You  chomp 
on  it.  You  reflect.  You  criticize.  It  is  this  interaction  with 
the  book  that  is  the  experience  of  philosophy.  It's  a 
piece  of  living  that  you're  doing  through  and  with  the 
book.  And  at  the  end,  you're  a  changed  person.        ■§ 
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An  affair  worth  remembering 

Director  Billy  Wilder's  films  have  often  toyed  with 
offbeat  sex.  Transvestism  in  Some  Like  it  Hot,  spouse 
swapping  in  Kiss  Me,  Stupid!,  an  older  woman  buying 
herself  a  young  man  in  Sunset  Boulevard.  But  Wilder 
could  play  love  straight,  too.  His  Love  in  the  Afternoon 
(1957)  is  a  delightful  romp  around  1950s  Paris.  The 
ravishing  Audrey  Hepburn  as  a  French  ingenue  is 
paired  with  the  dashing  Gary  Cooper  as  a  stately  Amer 
ican  tycoon  and  roue. 

Each  time  Coop  comes  to  town,  business  improves 
for  gumshoe  Claude  Chavasse,  played  with  gusto  by 
Maurice  Chevalier.  Chevalier  collects  handsome  fees 
from  cuckolded  husbands  looking  for  proof  of  their 
wives'  transgressions.  All  is  well  until  the  detective's 
daughter,  played  by  Hepburn,  falls  for  the  man  whose 
sly  charm  has  created  so  much  business  for  her  father. 
"He's  got  such  an  American  face,"  coos  Hepburn  as 
she  caresses  a  snapshot  of  Cooper,  "like  a  cowboy  or 
Abe  Lincoln." 

Chevalier,  grizzled  French  veteran  of  many  a 
romantic  role,  steals  the  scene.  He  sternly  lectures  his 
daughter:  "He  is  very  objectionable,  highly  immoral 


and  utterly  no  good." 

The  film's  most  vibrant  scenes  ensue,  as  Hepburn 
and  Cooper  match  wits,  and  flirtation  flows  into  farce. 

Hepburn,  who  did  not  hit  it  off  with  Bogie  in 
Wilder's  Sabrina,  was  nervous  at  being  paired  with 
another  American  screen  icon.  Knowing  full  well  that 
Coop  could  not  dance,  the  wily  Wilder  scheduled  a 
waltz  as  their  first  scene.  When  she  discovered  that  her 
costar  had  two  left  feet,  Hepburn  relaxed,  and  the  rest 
of  the  filming  went  harmoniously. 

Everybody  seemed  to  have  fun  making  this  charming 
movie,  and  you  will  have  a  lot  of  good-natured  fun 
watching  it. 

-Ben  Pappas 
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AKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 

The  FORBES  Stock 
Market  Course 


Ivery  investor  should  otvn  The  Forhes  Stock 
Aarket  Course,  the  practical  handbook  that 
rovides  the  goals  of  today's  smartest 
rwestors  —  and  the  strategies  they  use  to 
each  them. 


ito  choose  a  broker — Broker  commissions — How  to  place 
fn  order  —  Sources  of  information  —  Market  patterns  (how  to 
[hart  stock  market  movement)  —  Dollar-cost  averaging  — 
guying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 

Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
rlovyto  read  a  company's  financial  statement — Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  83-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
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I  Are  Cole  Porter  and  Jerome  Kern  and  Irving 
Berlin  the  equals  of  Verdi  and  Wagner? 
Absolutely. 

Music  about  us 


By  Albert  Innaurato 

Leonard  Bernstein  had  a  favorite  party  trick.  He 
would  shock  serious-music  lovers  by  asserting 
boldly  that  the  greatest  music  of  the  20th  cen- 
tury had  been  written  for  the  American  musical. 
When  the  sophistos  in  his  audience  scoffed,  he'd  run  to 
the  piano  and  demonstrate  his  point  with  a  harmonic 
analysis  of  Irving  Berlin. 

"Bernstein  was  right,"  says  John  Kander,  who  is  hardly 
unbiased.  Kander  wrote  the  music  for  Chicago  and 
Cabaret,  and  has  the  satisfaction  of  seeing  current  hit 
revivals  demonstrate  just  how  well  the  best  American 
musicals  hold  up  over  time.  The  revivals  of  both  produc- 
tions arguably  surpass  the  originals,  as  did  recent  revivals 
of  such  classics  as  Show  Boat,  Guys  and  Dolls  and  The  King 
and  I. 

"Everybody  who  has  written  a  musical  and  taken  it  seri- 
ously has  been  after  the  same  thing  as  Verdi  or  Wagner," 
says  Kander. 

The  musical  is  possibly  America's  most  successful  and 
most  sophisticated  indigenous  art 
form.  At  the  century's  end  we're 
waking  up  to  the  fact  that  the 
great  musicals  define  America  in 
this  century  as  much  as  the  movies 
do.  Underneath  so  much  music 
that  was  fun  to  hum  and  easy  to 
love  lay  the  enormous  skill  of  the 
people  who  wrote  it. 

A  remarkable  new  package 
of  recordings  documents  the 
entire  history  of  the  American 
musical  theater.  It  has  been 
released  by  the  Metropolitan 
Opera  Guild  and  masterfully  over- 
seen by  Paul  Gruber,  the  Guild's 
executive  director  for  program 
development. 

Gruber  has  divided  the  series 
into  11  sets  of  two  CDs  each,  start- 
ing with  "The  Early  Years,  1891- 
1929."  Here  are  songs  from 
Robin  Hood  and  Sinbad  (natural- 
ly, sung  by  Al  Jolson),  the 
Ziegfeld  Follies,  the  early  Gersh- 
win musicals  and  the  first  great 
masterpiece  of  the  American 
Musical  Theatre,  Jerome  Kern's 
Show  Boat. 

Each  CD  is  packed  tight  with 
n    rvcls,  collector's  items,  and  pal- 


Irving  Berlin— America's  Bach. 


28. 


pitating,  soaring  and  scorching  tunes.  The  handling  of  the 
older  recordings  by  expert  Dan  Hladik  makes  even  those 
from  1911  sound  as  though  they  were  recorded  last  week. 
Gruber's  got  a  shrewd  ear  for  the  great  anecdote  and 
hilarious  gossip,  not  to  mention  an  enthusiast's  infectious 
passion  and  a  scholar's  nose  for  the  salient  detail.  His 
accompanying  booklets  alone  are  priceless. 

"We  call  this  the  American  Century,"  Gruber  remarks. 
"The  musical  is  a  history  of  this 
century.  These  shows  reflect  us — 
and  that's  anyone's  definition  of 
great  art." 

Indeed.  Put  on  the  CD  devoted 
to  the  1930s  and  you  realize  how 
deep  the  musical  reaches  into 
America's  cultural  innards. 
There's  the  lefty  political  activist, 
Marc  Blitzstein.  There's  "On  the 
Sunny  Side  of  the  Street,"  that 
unforgettable  anodyne  during 
economic  disaster. 

There's  Cole  Porter,  embed- 
ding his  sinful  double-entendres 
in  sinuous  songs,  and  the  more 
innocent  wildness  of  the  Gersh- 
wins.  There's  the  sweet  and  sour 
of  Rodgers  and  Hart — all  from  a 
time  when  few  people  could 
afford  the  $3.30  that  a  Broad- 
wav  musical  ticket  cost. 

The  musical  was  of  vital 
importance  to  the  whole  coun- 
try. J.  Edgar  Hoover  himself 
went  to  opening  night  of  Cole 
Porter's  Red,  Hot  and  Blue 
( 1936).  "It's  a  bright  entertain- 
ment, put  over  with  lots  of  style, 
and  there's  quite  a  lot  of  truth  in 
the  cracks,"  said  the  G-man.  It 
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was  one  of  the  best  notices 
the  show  received. 

In  the  1940s  you've  got 
Irving  Berlin — our  own  \ 
Bach.  There's  the  streetwise 
yearning  of  Kurt  Weill,  flee- 
ing fascism  and  socialism 
And  then  the  amazing  col- 
laboration of  Rodgers  and 
Hammerstein,  revolutioniz- 
ing the  very  idea  of  a  musical 
with  Oklahoma'.,  a  snapshot 
of  our  history  illuminated  by 
unforgettable  tunes.  And 
their     Carousel    is    just     as 

heartbreaking  .\nd  tuneful  as  a  Puccini  opera,  but  more 
about  us 

C)t  course,  not  every  Rodgers  and  Hart  musical  was  a 
hit,  .\m.\  the  flops  are  documented  as  well.  In  Higher  and 
Higher  \  1940),  Richard  Rodgers  was  upstaged  by 
Sparky,  the  seal,  known  as  "the  Shirley  Temple  of  acting 
amphibians."  Richard  Rodgers  allowed,  "if  a  seal  steals 
your  show,  you  do  not  have  a  show." 

The  set  Gruber  calls  "Completing  the  Century"  goes 


from  1980-94,  which  tells 
you  something  right  there. 
In  these  two  CDs,  things  are 
dribbling  away.  Disney  and 
other  megabuck  conglomer- 
ates have  brought  wealth  and 
corporate  planning  to  what 
was  up  until  the  Eighties  an 
eccentric  enterprise,  usually 
spearheaded  by  a  lone  vision- 
ary like,  say,  legendary  pro- 
ducer Hal  Prince.  A  Disney 
committee  is  not  a  Hal 
Prince. 
The  new  Disney  extrava- 
ganza, Elaborate  Lives,  is  based  on  the  story  from  Verdi's 
opera  Aida  with  music  by  Elton  John.  The  show's  coup 
de  theatre  features  a  giant  pyramid,  which  literally  engulfs 
the  heroine  in  the  musical's  finale.  The  story  goes  that  a 
cast  member,  confronted  by  the  murderous  pyramid  for 
the  first  time,  shrieked,  "Holy  God!  This  pyramid  is 
gonna  eat  me  alive!"  John  reportedly  asked  that  the  line 
be  left  in  the  show.  Could  it  stand  as  the  American  musi- 
cal's sad  epitaph?  wm 


The  musical  on  disc 

The  Metropolitan  Opera  Guild's  Ameri- 
can musical  sets  are  available  only  from 
the  Guild,  and  can  be  purchased  in  the 
Metropolitan  Opera  Shop.  The  shop  has 
two  phone  numbers:  800-453-2258  and 
212-580-4090.  The  address  for  mail 
orders  is:  Metropolitan  Opera  Guild,  70 
Lincoln  Center  Plaza,  New  York,  N.Y. 
10023. 

There  are  several  other  interesting 


new  recordings  devoted  to  the  American 
musical  theater  that  you  might  also 
consider. 

John  Kander  and  Fred  Ebb's  backers' 
audition  demos  of  some  songs  from 
Cabaret  can  be  heard  on  the  new  cd  reis- 
sue of  the  original  cast  album  on  Colum- 
bia Masterworks  (Sony  ASK-60533-S1). 
It's  fascinating  to  hear  the  creators  put 
their  own  material  across.  The  Cabaret 
reissue  forms  part  of  a  wonderful  Colum- 
bia Masterworks  series.  In  addition  to 


superb  transfers  of  the  original  albums, 
some  of  the  new  discs  add  bonus  songs 
and  dance  music  from  the  shows.  Cole 
Porter's  Kiss  Me,  Kate  is  a  must-have 
(ASK  63536-S1). 

Also,  do  not  miss  the  great  Welsh 
opera  singer  Bryn  Terfel  singing  musical 
comedy.  He  devotes  one  cd  to  Rodgers 
and  Hammerstein,  while  his  newest  cd,  If 
Ever  I  Would  Leave  You,  features  songs 
with  lyrics  by  Alan  J.  Lerner.  Both  are  on 
the  Deutsche  Grammophon  label.      -A.I. 
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I  If  you  cut  off  your  ear,  they  will  come. 


Vinnie  van  Gogh 
is  right  at  home  here 


By  Joe  Queenan 

The  most  wonderful  thing 
about  Las  Vegas  is  that  just 
when  you  think  it  cannot 
possibly  get  any  more  insane, 
it  gets  a  lot  more  insane.  First  it  decid- 
ed to  reinvent  itself  as  a  swell  place  to 
bring  the  family,  on  the  theory  that  if 
you  supply  enough  cheap  entertain- 
ment, kids  won't  notice  that  they're 
stuck  in  the  middle  of  a  lot  of  sand. 

Now  it  has  gone  one  step  further 
with  Steve  Wynn's  $1.6  billion  Bella- 
gio  hotel,  inspired  by  Italy's  Lake 
Como  region,  which  opened  last 
month.  Lake  Como  is  a  lovely  region 
that  is  overrun  by  Americans  who 
don't  really  want  to  meet  any  Italians. 
The  Bellagio,  with  its  8.5-acre  lake, 
1 ,400  fountains  and  gigantic  staff  of 
non-Italian-speaking  employees,  has 
gone  the  real  Lake  Como  one  better 
by  eliminating  that  annoying  airfare  to 
Europe. 

In  recent  years,  an  unnerving  seri- 
ousness has  crept  into  press  coverage 
of  Las  Vegas.  Because  the  city  has 
undergone  an  amazing  rebirth — cast- 
ing out  the  Mob,  dexterously  camou- 
flaging the  prostitution  and  erecting  a 
pharaonic-themed  hotel — the  press 
has  started  to  write  about  Vegas  as  if  it 


were  merely  Epcot 
with  more  neon. 

Lamentably,  this 
diverts      attention 
away  from  the  city's 
most    endearing — 
and        enduring — 
characteristic.  This  remains  its  ultimate 
selling  point,  no  matter  what  anyone 
at  the  chamber  of  commerce  says.  Las 
Vegas  is,  and  always  has  been,  the 
most  preposterous  place  on  the  face  of 
the  earth. 

Smack-dab  in  the  middle  of  the 
desert,  surrounded  by  hideous  moun- 
tains that  look  like  slag  heaps,  Las 
Vegas  has  no  river,  no  lake,  no  forest, 
no  peninsula,  no  promontory,  no 
buttes,  not  even  a  dale  or  rivulet  to 
recommend  it  topographically.  Brutal- 
ly hot  in  the  summer,  despite  the 
locals'  addled  rationalizations  that  "it's 
a  dry  heat,  so  you  don't  feel  it  that 
much,"  Las  Vegas  is  a  masterpiece  of 
cultural  trompe  I'oeil,  a  vast  municipal 
gauntlet  that  the  United  States  of 
America  has  thrown  down  to  the  rest 
of  the  world. 

The  challenge  to  the  world  runs 
something  like  this: 

"This  city  was  built  on  a  whim  by 


From  Bugsy  to  Bellagio         1957 


Great  moments  in  Las  Vegas  history 

1946 

Benjamin  (Bugsy) 
Siegel  opens  the 
Flamingo  Hotel, 
named  after  the 
"lucky"  birds  that 
lived  in  the  pond 
inside  his  Florida 
racetrack,  the 
Hialeah.  Down 
the  way,  Western 
star  Rex  Bell  and 
the  bee-stung-lipped  Clara  Bow  stake  out 
a  ranch  to  entertain  Tinseltown  luminaries 
like  Clark  Gable  and  Errol  Flynn. 
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The  Dunes  introduces 
bare-breasted  showgirls 
in  its  revue  Misty  Goes  to 
Paris.  Today  the  Nevada 
Brothel  Owners  Associa- 
tion says  there  are  some 
32  legal  houses  of  prosti- 
tution in  the  rural  "Cow 
Counties"  between  Las 
Vegas  and  Reno. 
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gangsters  in  the  1940s.  There  aren't 
any  natural  wonders  here.  Nobody 
famous  was  born  here.  The  only  inter- 
esting building  is  a  glass  replica  of  the 
Great  Pyramids  sitting  right  across  the 
street  from  a  $39-a-night  motel.  The 
only  thing  you  can  do  in  this  town  is 
lose  your  life's  savings  and  then  go 
listen  to  Wayne  Newton  sing  'Danke 


1967 

Viva  Las  Vegas!  Elvis  Presley 
marries  Priscilla  Beaulieu  at 
the  Aladdin.  In  total  Las 
Vegas  boasts  more  than  30 
wedding  chapels  that  cater 
to  the  100,000-plus  couples 
who  bet  big  on  love  every 
year. 


1966 

Caesars  Palace,  one  of  the 
first  theme  hotels,  opens 
with  a  million-dollar,  three- 
day  orgy  for  1,800  guests. 
The  attention  to  detail  is 
mind-blowing,  from  a 
Roman  city  hologram  to  a 
full-size  reproduction  (18 
feet  tall,  9  tons)  of 
Michelangelo's  "David." 


Schoen.'  Of  course,  we  will  throw  in  a 
complimentary  buffet. 

"Despite  these  evident  shortcom 
ings,  we  are  the  fastest  growing  city  in 
America,  so  do  not  screw  around  with 
us  A  race  of  people  capable  of  build- 
ing a  place  like  Las  Vegas  is  a  race  of 
people  capable  of  anything.'" 

Anyone  who  needs  further  convinc 


ing  need  only  look  to  Wynn's  towering 
Bellagio.  What  makes  the  Bcllagio  so 
special  and  gives  the  establishment  its 
enviable  brand  of  nuttiness  is  Wynn's 
top-drawer  collection  of  great  art. 

Between  his  own  holdings  and 
those  of  Mirage  Resorts,  Wynn  will 
have  almost  $300  million  worth  of  art 
hanging  on  the  walls  of  the  3,000- 


1998 

"What  if  we  built  the  best  hotel  in  the  world, 
bar  none?"  Steve  Wynn  asked  himself  one 
day.  His  answer  opened  a  month  ago.  Out- 
side the  new  Bellagio  over  1,000  "dancing 
water"  fountains  execute  their  Busby  Berke- 
ley routines  in  H20.  The  Bellagio's  swanky 
Picasso  restaurant  boasts  interior  decora- 
tion by  Pablo,  whose  paintings  line  the 
walls.  Bugsy 
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1989 

Theme  casino  hotels  explode  as  Steve 
Wynn's  $630  million  Mirage  opens, 
boasting  its  own  active  volcano.  Wynn 
signs  on  feline  flimflammers  Siegfried 
and  Roy  to  a  five-year,  $57  million 
contract. 


Siegel?  I'm 
sorry,  Mr.  Siegel, 
did  you  call  for  a 
reservation?  I'm 
afraid  we're 
booked  solid  this 
evening. 

-Ben  Pappas 


room  Bellagio. 

Officially,     all     these 
Renoirs,  Picassos  and  Van 
Goghs   are  designed  to 
lure  the  kinds  of  sophisti- 
cated people  who  tradi- 
tionally    wouldn't      be 
caught  dead  in  a  place  like 
Las  Vegas.  At  least  that's 
what  Wynn  says  publicly. 
But  somehow  this  expla- 
nation doesn't  quite  ring 
true.  Three  hundred  million  dollars 
will  buy  you  enough  art  to  stock  a 
couple  of  small  rooms  at  the  Met  or 
the  National  Gallery.  But  that's  not 
really  enough  art  to  make  it  worth- 
while to  fly  to  the  Nevada  desert. 

What  $300  million  willbxxy  you  is 
the  kind  of  art  that  makes  the  little 
hearts  of  middlebrow  Americans  go 
pitter-patter.  To  the  American  mid- 
dlebrow, books  are  not  important, 
music  is  not  important,  dance  is  not 
important,  and  architecture  is  a  bore. 
But  fine  art  is  important,  especially 
when  there's  a  huge  price  tag  on  it 
and  a  heartwarming  story  attached  to 
its  creation.  Yuppies  couldn't  care  less 
about  run-of-the-mill  geniuses  like 
Courbet  and  Holbein,  but  they  go 
nuts  over  the  tortured  postimpres- 
sionists,  particularly  the  monoaural 
Van  Gogh. 

Wynn  is  too  smart  not  to  know  this. 
He  has  to  know  that  if  you  build  a 
hotel  in  Las  Vegas  and  stock  it  with 
paintings  by  Dutch  guys  who  didn't 
cut  off  their  ears — Brueghel,  Van  Eyck, 
Hals,  etc. — you're  probably  not  going 
to  book  many  rooms.  But  hang  one  or 
two  masterpieces  by  that  fruitcake  Van 
Gogh  and  the  crowds  will  start  lining 
up  in  the  Mojave  Desert. 

Wynn's  Bellagio  gambit  could  blow 
up  in  his  face,  but  the  betting  here  is 
that  it  won't.  He  now  offers  his 
ever-expanding  clientele  a  veneer  of 
sophistication,  a  smidgen  of  class.  If  it 
makes  them  feel  less  guilty  about  gam- 
bling, all  the  easier  to  part  them  from 
their  money. 

Congratulations,  then,  to  Steve 
Wynn  for  a  new  advance  in  a  tradition 
of  festive  absurdity  that  has  defined  tiiis 
wacky  city  from  the  very  beginning. 
The  one  thing  that  Las  Vegas  has 
proven  again  and  again  is  that  just 
because  something  is  stupid  doesn't 
mean  it's  a  bad  idea.  H 
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your     is  open 


An  outlet  store  in  your  home 

(no  assembly  required) 


$3.95  flat  rate  shipping 


40  million  locations 

in  the  U.S.  alone 


Your  personal  catalog 

Pick  your  sizes  and  favorite  designers 


■tall*  -  Ikt  aut  tnioyable  way  to  shop 


24  hours 
a  day 
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make 
my  own 

■ 

catalog 

■ 

^^™ 

Trends,  tips 
and  fashion 
advice 


ft  v  [  ■ •- '       customer,--..-     advanced*-*:,  h     shoppine:ai>      companyinfo      loein      myaccount 


Much  better 
than  a  print 
catalog 


More  top 
designers 
than  the 
Hamptons 


savings  of  25%  to  75% 


Nor-jwds  Mo  traffic  No  hassles 


Best  search  system 
since  Lassie 


Money  Back  guarantee 

Superior  security 


Cha-ching! 


ou  can  attract  more  flies  with  honey  than  vinegar. 
Personally,  we  recommend  savings  and  selection.  Bluefly.com  is  your 

own  personal  outlet  store  where  you  can  shop  for  name  brand  and  top  designer  clothing 

from  the  comfort  of  your  own  home  or  the  convenience  of  your  office. 
Bluefly  is  now  open.  And  this  fly  never  closes. 


blue   com- it's  wear 


Bluefly.com  is  brought  to  you  by  Pivpt  Rules,  Inc.,  a  NASDAQ  SmallCap  Company:  PVTR,  PVTRW.  'Pivot  Rules  1998 
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Why  You  Saw  Mommy  Kissing  Santa  Claus. 

Because  this  year  she  got  exactly  what  she  wanted  -  the  delectable  indulgence  of  Codiva.  What  other  gift  could  inspire 

such  a  reaction?  Stop  by  your  local  Codiva  boutique  or  finer  department  store.  To  order  a  gift  or  locate  a 
Codiva  boutique  near  you,  call  us  at  1-800-9GODIVA  or  visit  us  at  www.CODIVA.com  or  AOL  (Keyword:  CODIVA). 
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t  T.  Rowe  Price,  experience  has  taught  us 


that  there's  only  one  person  thoroughly  qualified 


to  plan  your  retirement.  You.  After  all,  who  under- 


stands your  goals  better  than  you  do? 


Not  that  retirement  planning  is  easy.  It  isn't. 


That's  where  we  come  in. 


For  over  60  years,  not  only  has  T.  Rowe  Price  been 


helping  people  prepare  for  their  retirement,  we've 


Introducing    Retirement   Planning   From 

A   Revolutionary   New   Perspective 

also  been  instrumental  in  helping  make  the 
process  easier  with  planning  kits  and  software. 
And,  because  we  offer  no-load  mutual  funds, 


IRAs,  variable  annuities,  even  retirement  plans  fori 


the  self-employed,  you  can  develop  a  solution  just 


right  for  you.  Now  that's  revolutionary. 


For  more  information  including  a  prospectus, 


call  T.  Rowe  Price  at  1-800-831-1240,  or  visit 


www.  troweprice.  com. 


Invest  With  Confidence 

T.RoweRice 


•  Ik, 


\ 


0 


Yours. 


\ 


Read  the  prospectus  carefully  before  investing. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Portability. 


Style.  Never  before  has  a  computer  so  elegantly 
streamlined  offered  such  formidable  power.  Presenting 
Portege"  301  OCT.  A  sculpted  sliver  of  magnesium- 
alloy  casing.  Concealing  the  greatest  capabilities 
Toshiba  has  ever  offered  in  a  portable  this  compact. 
It's  the  executive  privilege  with  a  very  practical  purpose. 


Size.  It's  the  ultimate  traveling  companion.  • 
Barely  three-quarters  of  an  inch  thin.  J 
Under  3  lbs.  light.  Portege  3010CT  travels  j 
discretely  wherever  you  go,  yet  it  offers  ; 
features  like  a  full-sized  keyboard  and  a 
generous  10.4"  TFT  active  matrix  display. 


shiba  Ampf.ca  Information  Systems.  Inc.  Portege  ia  a  trademark  of  Toshiba  America  Information  Systems,  Inc    '3600  KB/s  maximum  data  transfer  rate.  Intel  Inside  logo  and  Pentium  are  registered    tr 


mm 


The  perfect  balance. 


Performance. 


Power.  Portege  301  OCT  is  ready  for  virtually 
anything.  An  Intel  Pentium®  processor 
with  MMX'"  technology,  266MHz.  A  4.3 
billion-byte  hard  drive.  32MB  of  high  speed 
EDO  DRAM  and  a  128-bit  NeoMagic'" 
graphics  controller.   Plus  a  56K  modem. 


Expansion.  The  possibilities  are  endless. 
With  an  optional  lightweight  battery,  two  PC 
Card  slots,  an  optional  PC  Card  24X*  CD-ROM 
and  standard  port  expander.  It's  the  ideal 
balance  of  portability  and  performance.  Call 
1-800-TOSHIBA  or  click  on  www.toshiba.com. 


TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 


.  a  trademark  of  Intel  Corporation    All  products  and  names  mentioned  are  the  property  of  their  respective  companies.  All  specifications  and  availability  are  subject  to  change.  All  rights  reserved. 
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French  chefs,  cheeky  computers  & 
a  persistent  reporter 

■The  media  are  full  of  gloom  about  Japan,  its  social  and 
political  rigidity,  its  corruption  and  its  sluggish  economy. 
According  to  our  Richard  Morais,  France  isn't  much  better  off, 
though  the  parallel  goes  largely  unnoticed  abroad.  Both 
societies  are  somewhat  dysfunctional  in  the  modern  world. 
In  "Even  the  chefs  are  leaving  France"  (p.  84),  Morais,  fluent 
in  French,  explains  why  a  nation  of  stay-at-homes  is  now 
experiencing  a  diaspora  of  its  bright  young  people. 

■Visionary  Ray  Kurzweil  will  soon  be  making  waves  with  his 
new  book,  The  Age  of  Spiritual  Machines  (Viking,  January 
1999).  He  predicts  that  by  2040,  computers  will  be  as  smart 
as — and  maybe  smarter  than — humans.  We  interview  Kurzweil 
on  p.  182. 

■We  don't  know  whether  our  computers  will  soon  be  arguing 
with  us,  but  we  do  know  that  pursuit  of  the  Holy  Grail  of 
artificial  intelligence  is  already  yielding  practical  results. 
Utilizing  aspects  of  Ai,  our  cover  subject,  29-year-old  Christy 
Jones,  runs  pcOrder.com,  a  promising  Texas  startup 
(p.  172).  Dan  Lyons  writes  about  Jones  in  "The  soul  of  a 
Gen-X  entrepreneur"  (p.  174),  and  in  "Artificial  intelligence 
gets  real"  (p.  176)  he  introduces  us  to  Edward  Feigenbaum, 
Jones's  guru. 

■Graham  Button,  35,  left  Forbes 
two  years  back  to  pursue  a  business 
venture — but  once  a  journalist  .  .  . 

While  at  FORBES  Button  did  two 
articles  involving  mmar,  the  now- 
defunct  Houston  bond  brokerage 
house  that  last  year  won  a  huge  libel 
judgment  against  the  Wall  Street 
Journal.  Early  this  year,  Button  learned 
that  a  former  mmar  employee,  Bill 
Fincher,  had  turned  against  his 
erstwhile  boss  and  was  ready  to  help  the 
Journal  reopen  the  case.  Fincher  even  B^^M 
showed  Button  some  of  his  evidence.  It 

was  dynamite  stuff.  A  month  or  so  later,  Fincher  was  dead  and 
Button,  out  of  journalistic  retirement  for  the  moment,  was 
hot  on  the  story  that  starts  on  p.  324,  "Money,  lies  and  audio- 
tapes." It's  a  hell  of  a  yarn. 
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•   GREAT   BECAUSE   IT  SEEKS  TO  nUVE.Nl  CRIPPLING  INJURIES  AND  DEATH   RY  REMOVING  THE  CAUSES  OF   HOME.  HIGHWAY  AND  WORK  ACCIDENTS    IT 


Just  weens  after  breaking  his  arm,  Hector  Ortiz 


.Liberty  Mutual  s  managed  care  is  as  fast  as  Hectors  fast  break.  After  his  accident,  Hectors 
employer  called  our  24-hour  claims  service  hotline.  We  found  the  right  doctor  to  treat  him,  at 
the  right  price.  A  rehabilitation  nurse  coordinated  a  return-to-work  plan.  And  through  our  on-site 
rehabilitation  program,  a  therapist  worked  to  help  Hector  properly  do  his  job  and  avoid  reinjury 
so  today  Hector  is  back  on  the  job  (and  on  the  boards)  leading  a  safer,  more  secure  life. 
^*      There's  more  information  we'd  like  to  share.  So  please  call  John  Ryan  LiltSdl\.M.  1 

MUTUAL 

at  (617)574-5842  or  vidit  our'webjite  at  http:ffwww,LibertymutuaLcom       rS\xpf  \Tcedom     f  T  *L    tM 
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70  years  ago  in  Forbes 

December  15,  1928 

It  is  now  generally  accepted  that  there  are 

five  standards  of  living  possible  for  the 

United  States: 


Oracle  Chief  Executive  Larry  Ellison 
Fighting  back. 

Ellison's  uncertain  oracle 

When  Forbes  looked  in  on  billionaire 
Larry  Ellison  three  months  ago  (Aug. 
10),  Oracle  Corp.'s  chief  executive  was 
working  overtime  trying  to  get  his 
beleaguered  Redwood  City,  Calif,  soft- 
ware company  back  on  track.  Oracle's 
stock,  which  traded  as  high  as  $41.13 
in  1997,  was  languishing  in  the  high 
twenties. 

Ellison  has  one  battleground  covered. 
This  fall  Oracle  released  a  critically 
acclaimed,  Internet-friendly  version  of 
its  enterprise  applications  software, 
which  automates  corporate  departments 
like  payroll.  In  the  quarter  ended  Aug. 
31,  the  company's  revenues  in  the 
enterprise  software  business  grew  by 
96%.  Just  after  the  release,  Oracle's 
stock  rose  to  $39. 

But  it's  too  soon  for  Ellison  to  take 
a  victory  spin  on  the  Sayonara,  his 
78-foot  yacht.  Though  Oracle  also 
released  a  powerful  new  database  pro- 
gram, sales  in  that  category  grew  an 
anemic  6%.  And  Microsoft  Corp.  is 
making  threatening  noises  with  a  new 
version  of  its  own  database  software,  SQL 
Server,  and  is  proclaiming  a  price  war 
against  Oracle.  Ellison  vows  he'll  fight 
back.  Bet  on  it. 

-Julie  Pitta 

Good  Connection 

Kenneth  Troutt  and  Charles  Sirois 
have  never  gotten  much  respect  in  the 
telecommunications  world — even 
though  both  got  rich  founding  their 
own  telecom  companies  (March  24, 
1997;  June  15,  1998).  Troutt  drew  dis- 
dain for  his  Amw  ay-style  pyramid  dis- 
tribution method;  Canadian  Sirois  was 
a  small  player  on  the  world  stage.  Now 
they  hope  to  command  respect  by  dint 


Standard 

Minimum 

Comfortable 

Moderate 

Liberal 

Super-Liberal 


Income  a  Year 

$1,200  to  $1,500 

1,800  to    2,200 

2,500  to    5,000 

6,000  to  20,000 

35,000 


25  years  ago  in  Forbes 

November  15,  1973 
Is  it  safe  to  leave  my  stocks  and  bonds  with 
my  broker?  Unfortunately,  the  answer  is: 
not  entirely  safe.  There  have  been  94 
brokerage-house  liquidations  since 
Congress  authorized  the  Securities  Investor 
Protection  Corp.  in  late  1970.  In  90  of 
these  cases,  SIPC  found  that  customer 
securities  had  been  mishandled.  In  all  94 
instances,  for  periods  ranging  from  a  month 
to  a  year,  customers  were  frozen  into 
investment  positions,  unable  either  to  buy  or 
to  sell,  and  completely  at  the  mercy  of  a 
market  that  often  fluctuated  wildly.  Worst  off 
were  the  margin  customers.  In  effect,  they 
were  sold  out  on  the  day  their  broker  went 
into  liquidation.  Since  the  firms  often  col- 
lapsed at  or  near  the  bottom,  the  margin 
customers — no  matter  how  sound  their  own 
accounts — often  got  the  worst  possible  price. 

November  15,  1973 

Souls  and  sales:  "The  missionaries  came 

[to  Hawaii]  to  do  good,  but  ended  up 

doing  well."  Samuel  Northrup  Castle  and 

Amos  Starr  Cooke  started  Castle  &  Cooke 

in  1851  with  a  general  store  to  serve 

missions  and  plantations.  They  diversified 

to  the  point  where  a  suspicious 

church  deacon  insisted  on  tasting  the 

contents  of  a  mysterious  cask. 

It  contained  not  rum,  but  the 

pickled  body  of  a  sea  captain  being 

returned  to  Boston. 


December  1,  1973 

When  Hush  Puppies  lost  their  special 

identification,  CEO  Thomas  D.  Gleason 

argues,  they  began  losing  their 

customers — and  certainly  something  went 

wrong.  By  1972,  sales  were  down  to 

6.5  million  pairs,  versus  a  record  8.6  million 

in  1965.  [Among  other  changes 

Gleason  made],  he  [hired]  advertising 

agency  Wells,  Rich,  Greene, 

whose  unlikely  slogan,  "Hush  Puppies 

are  Dumb,"  has  in  the  past  five  months 

helped  boost  Hush  Puppy  sales  10%  to  15% 

over  1972.  "I  like  the  dumb  image,"  says 

Gleason.  "That's  what  the  shoes  are, 

damn  it.  We  tried  for  a  number  of  years  to 

make  them  be  something  they  weren't." 

-Edited  by  Dolores  Lataniotis 
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Peace  and  quiet 

The  dreaded  NVH  —  Noise,  Vibration  and  Harshness.  It  can  make  driving  to  the  store  seem  like  a  trip 

in  a  car 

to  the  moon.  That's  why  Toyota  goes  to  such  extremes  to  make  Avalon  so  quiet.  Like  asphalt-sheet  insulation, 

is  not  rocket  science. 

gas-charged  struts  and  a  liquid-filled  engine  mount.  Space-age  engineering  for  down-to-earth  comfort. 

It's  tougher 


TOYOTA 


cVor\4clz\4 


»98  Toyota  Motor  Sales,  U.S.A.,  Inc.  Buckle  Up!  Do  it  for  those  who  love  you.    1-800-GO -TO  YOTA    ♦    WWW.tOyOta.COIt! 


The  T.  Rowe  Price  Rollover  Investment  Service. 
Designed  to  help  you  roll  over  and  invest  your 
retirement  funds  intelligently. 

However  comfortable  you  are  at  making  financial 
decisions,  when  it  comes  to  rolling  over  a  large  sum 
of  retirement  monej',  a  second  opinion  can  add 
considerably  to  your  peace  of  mind. 

With  the  T.  Rowe  Price  Rollover  Investment 
Service,  you  receive  a  personalized  investment  strategy  that  revolves 
around  you  —  reflecting  your  personal  investments,  risk  profile, 
and  retirement  date  —  providing  a  carefully  thought-out  approach 
for  you  to  consider  when  investing  your  retirement  savings. 

In  addition,  a  rollover  specialist  is  assigned  to  you  throughout 
the  process  to  answer  your  questions,  explain  our  investment 
recommendations,  and  coordinate  the  transler  with  your  previous 
employer,  just  to  make  sure  the  rollover  happens  smoothly. 

What's  more,  if  you  do  decide  to  roll  3'our  assets  over  to  us, 
we'll  refund  the  one-time  advisory  fee  of  $100  and  charge  you 
nothing  for  the  strategy  or  transfer. 

Call  for  your  free  T.  Rowe  Price  Rollover  Investment 
Service  information  kit  today.  1-800-54 1-8462 


Invest  With  Confidence® 

T.RoweRice 


Annual  IRA  maintenance  charges  Mill  apply.  Rollover  ln\c     ment  Service  is  a  service 
ul    r    Rowe   Price  Associates,   Inc.,  .1  registered  investment    idviser.  T.   Rowe  Price 
rii  Services,  Inc.,  Distributor.  riso 


Teleglobe's  Charles  Sirois 
Looking  for  R-E-S-P-E-C-T. 


of  sheer  size:  The  duo  is  merging 
Troutt's  Dallas-based  Excel  Com- 
munications with  Sirois'  Montreal- 
based  Teleglobe  Inc.  in  a  $7  billion 
combination. 

Excel  is  the  nation's  fifth-largest 
long  distance  company.  Wholesaler 
Teleglobe  is  a  former  Canadian  long 
distance  monopoly  with  a  telephone 
network  enmeshing  the  globe;  it's  the 
world's  sixth-largest  international 
long  distance  carrier. 

Part  of  the  logic  of  the  merger  is 
this:  Excel's  sales  methods  are  big  in 
immigrant  communities.  Those  cus- 
tomers call  home  a  lot  and  can  now 
use  Teleglobe's  cables  to  do  it.  The 
merger  promises  wider  margins  for 
the  merged  company  and  potentially 
cheaper  rates  for  Excel's  customers. 
-Scott  Woolley 

New  face,  old  score. 

Two  MONTHS  AGO  we  reported  that 
Italy's  former  centrist  prime  minis- 
ter Romano  Prodi  might  be 
able  to  stabilize  Italy's 
fickle    political    scene 
(Sept.  21).  So  much  for 
that  prediction.  Prodi 
lost  his  job  after  the 
parliament  rejected  his 
1999  budget  bill  by 
one  vote.  Prodi's  suc- 
cessor, Massimo  D'Ale- 
ma, is  the  leader  of  the 
former       Communists, 
now  called  Democrats  of 
the    Left.    That    makes 
him  Italy's  first  ex-Com- 
munist prime  minister. 

D'Alema's  arrival  didn't  even 
cause  a  blip  on  the  Milan  Stock 
Exchange.  Even  Communists  today 
accept  market  capitalism.  But  Italy, 
on  the  verge  of  joining  the  Euro- 
currency bloc,  still  lacks  a  stable 
government.     -Silvia  Sansoni  H 

Forbes  ■  November  30,  1998 


Massimo 
D'Alema 


Hillsdale  College  Honors  Thomas  Sowell 
With  Prestigious  Adam  Smith  Award 

T 


he  Hillsdale  College  Adam 
Smith  Award  honors  indi- 
viduals and  organizations  ad- 
vancing  the  cause  of  free  enterprise 
bv  their  work  in  education,  invest- 
ment, industry,  scholarly  research  or 
policy  leadership.  Previous  recipi- 
ents include  such  noteworthy  cham- 
pions of  free  enterprise  as  financier 
Sir  John  Templeton,  President 
Ronald  Reagan,  entrepreneur  Jack 
Burns,  former  LPS  President  Kent 
,  Nelson,  National  Review  founder 
William  F.  Buckley,  Jr.,  publisher 
Ed  Gaylord,  and  former  Treasury 
Secretary  William  E.  Simon. 

In  addition  to  the  Adam  Smith 
Award,  Hillsdale  College  also  spon- 
sors the  purchase  and  placement  of 
The  Adam  Smith  Collection,  con- 
sisting ol  over  two  dozen  key  works 
in  the  study  of  economics,  business 
practices  and  investments.  The 
Collection  was  named  for  Adam 
Smith,  the  18th-century  Scottish 
philosopher  who  first  analyzed  the 
relationships  between  private  prop- 
em-,  individual  economic  effort  and 
personal  liberty.  The  Collection 
makes  an  irrefutable  case  for  the 
power  and  the  unparalleled  achieve- 
ments of  free  enterprise. 

Hillsdale  College,  a  pioneer  in 
higher  education  since  1844,  has 
courageously  led  the  fight  for  inde- 
pendence and  traditional  values  for 
over  a  century  and  a  half,  proudly 
earning  a  reputation  as  "the  most 
politically  incorrect  college  in 
America."  Hillsdale  College  refuses 
all  federal  funds,  and  it  has  extended 
its  educational  mission  to  an  un- 
precedented national  audience 
through  Imprimis,  a  monthly 
speech  digest  that  is  free  upon 
request  and  that  features 
some  of  the  most  impor- 
tant leaders  of  the  day. 


Hillsdale 
College 


Syndicated  columnist  Thomas  Sowell  became  the  most  recent  winner  of  the  Adam  Smith 
Award.   Based  on  his  consistent  defense  of  the  ideas,  principles,  and  values  that  define  a  free- 
market  economy,  Sowell  was  recognized  by  Hillsdale  College  President  George  Roche  at  the 
College's  Shavano  Institute  for  National  Leadership  Seminar  held  in  Seattle,  Washington. 


d  Please  send  me  more  information  about  placing 
The  Adam  Smith  Collection  in  the  school,  college, 
library  or  other  institution  of  my  choice. 

G   I  would  like  a  free  subscription  to  Imprimis. 

CJ  I  would  like  Hillsdale  College  admissions  information. 

Name 

Address  

City 


State/Zip  Code 


Mail  to:   Imprimis,  Hillsdale  College,  Dept.  FB-31,  Hillsdale,  MI  49242 
OR  CALL  TOLL-FREE:  1-800-535-0860 


my  mind 

What's  worrying  top  executives/edited  by  Katarzyna  Moreno 


Late  bloomers 


By  Cecile  Daurat 


Michael  Dell  started  his  business 
when  he  was  still  in  college,  but 
you  don't  have  to  be  a  kid  to  go  into 
business  for  yourself.  These  people 
all  started  their  own  businesses 
after  they  had  turned  50. 


Edward  W.  Scott  Jr.,  60 

Cofounder,  at  56 
bea  Systems 

We've  taken  a  lot  more  risk  with  starting  this 
company  than  a  younger  entrepreneur 
would.  We  asked  a  venture  capitalist  to  give 
us  $15  million,  all  in  one  piece.  Most  young 
people  wouldn't  have  the  nerve  to  do  that. 
We  got  the  money  and  acquired  18  compa- 
nies in  three  years. 

We  succeeded  because  we  were  very  effec- 
tive at  execution.  Young  entrepreneurs  have 
these  wonderful  ideas,  but  they  don't  realize 
it's  all  about  executing  them. 

Very  few  senior  guys  have  these  really  bril- 
liant "ahas,"  but  once  they  do  get  them, 
they're  more  likely  to  be  able  to  execute 
them  quite  well. 


"Most 
women  in 
their  40s 
think  that 
they  are  done 
and  they 
know  it  all. 
It's  a  shame." 


Rachel  Torch'a, 

founder, 

Gateway  Title  Agency 


Rachel  Torchia,  58 

Founder,  at  52 

Gateway  Tide  Agency 

I  got  married  at  18  and  spent  my  20s  and  30s 

being  a  housewife  and  raising  kids.  I  started 

working  at  36.  I  formed  my  own  company  16 

years  later. 

Emotionally  I  feel  free  to  take  risks  now.  I 
don't  have  children  at  home  anymore.  I  don't 
have  home  duties  anymore.  Through  my  mem- 
bership in  the  National  Association  of  Women 
Business  Owners,  I  find  that  there  are  other 
women  in  my  generation  who  have  their  own 
businesses.  There  is  a  lot  of  strength  in  women 
in  their  50s.  We  know  what  we  want,  been 
there,  done  that,  with  kids  and  everything  else. 

But  I  would  rather  hire  24-year  olds  than 
40-year-olds.  The  24-vear-olds  are  eager  to 
be  mentored.  I  find  that  most  women  in  their 
40s  think  that  they  are  done  and  they  know  it 
all.  It's  a  shame. 


Terry  Neese,  50 
Cofounder,  at  50 
Grassroots  Impact 

I'm  much  more  cautious  with  my  new- 
company  than  I  was  with  my  first  company, 
which  I  started  when  I  was  21.  Now  I  think 
things  through.  When  I  was  young,  I  would 
just  go  out  and  do  it  and  ended  up  having 
problems. 

For  instance,  when  I  was  about  23,  I 
decided  to  purchase  my  own  building.  I 
found  the  ideal  building,  on  old  Route  66. 
About  six  months  after  I  moved  in,  Route 
66  was  going  under  construction.  That's 
why  I  got  such  a  good  deal  on  that  place. 
For  two-and-a-half  years,  I  had  no  access 
into  my  building  at  all. 

Today  I  would  contact  my  councilman,  my 
mayor,  my  state  representative,  my  senator, 
and  I  would  make  sure  that  I  have  access  to 
my  building.  Then,  I  didn't  know  that  you 
could  do  that. 

Lawrence  Dussault,  68 

Founder/publisher,  at  63 

Electric  Vehicle  News 

When  you're  younger,  a  week  is  important. 

When  you  get  older,  you  become  more 

patient — putting  in  a  week,  a  month,  a  year 

does  not  seem  insurmountable. 

I  am  much  more  realistic  about  time.  I 
don't  think  that  everyone  will  buy  what  I've 
got  right  away.  A  young  person  might  say,  "I 
sent  out  1,000  requests  for  subscriptions.  I 
bet  I  will  get  500  back."  My  goal  was  20, 
w  Inch  is  2%,  and  I  got  about  18.  My  age 
allowed  me  not  to  get  depressed  about  the 
slow  progress  of  my  business. 


22 
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TO     SEE     WHAT    OUR    NAME     STANDS     FOR, 
LOOK     AT     WHO     STANDS     BEHIND     IT. 


Every  day,  the  companies  of  CNF  Transportation  move  almost  100  million  pounds 
of  the  world's  freight.  Individually,  each  ranks  among  the  most  respected  brands  in 
transportation.  Together,  they  represent  the  future  of  distribution  in  the  global  market, 
where  innovative  ideas  and  smart  technology  carry  as  much  weight  as  trucks,  ships 
and  planes.  That's  what  CNF  Transportation  stands  for.  And  three  of  the  top  names 
in  transportation  and  logistics  stand  behind  it. 


chf 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery     Worldwide     .     Con-Way     Transportation     Services     .     Menlo     Logistics      http://www.cnf.ci 
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J.  William  Grimes,  57 

Cofounder,  at  55 
BG  Media  Investors  L.P. 
I  spent  my  whole  life  as  a  media  executive.  I 
have  been  in  everything  from  yellow  pages  to 
radio  to  cable  TV.  I  was  president  of  ESPN.  I 
was  always  climbing  the  corporate  ladder,  get- 
ting promoted  every  other  year,  so  I  always 
said:  "Gee,  I  love  corporate  life.  .  .  ." 

Two  years  ago  I  cofounded  a  buyout  fund 
investing  in  media  companies.  And  now  I 
wish  I  had  been  an  entrepreneur  earlier  in 
life.  It's  wonderful.  I  feel  more  energized. 

Now  it's  my  money  on  the  line.  When  I 
was  an  executive  in  the  TV  business,  I  once 
overpaid  for  a  major  piece  of  programming. 
Today  I  am  more  careful.  I  worry  more  about 
money  and  doing  a  better  job  now  than  I 
ever  did  as  an  executive. 

I  just  took  a  physical  exam,  and  the  doctor  said 
"You're  in  better  condition  than  you  were  five 
years  ago."  I  said,  "I  can't  believe  it:  I've  been 
working  so  hard,  and  I've  been  worrying."  He 
said,  "Whatever  you  do,  I  guess  it's  working." 

Edward  Burlingame,  63 

Founder,  at  57 

The  Adventure  Library 

I  got  fired  from  being  editor-in-chief  of 

Harper  &  Row's  trade  division  when  the 

company  was  bought  by  Rupert  Murdoch.  I 

was  57.  I  didn't  want  to  retire,  I  enjoyed 

working.  My  first  thought  was  that  I  would 

work  for  one  of  the  other  big  publishers.  But 

then  I  decided  I  wanted  a  change  from  the 

world  of  the  large  conglomerate  publishers. 


To  start  a  business  you  need  an  understand- 
ing of  your  own  strengths  and  limitations, 
which  you  don't  always  have  as  a  young  man 
or  woman.  My  own  greatest  skills  have  always 
been  choosing  books.  But  direct  marketing  has 
become  so  specialized  that  it  became  clear  to 
me  that  the  company  would  not  prosper  unless 
we  had  a  person  with  more  flair  for  marketing 
than  I.  So  I  hired  someone  to  do  that. 

The  book  publishing  business  benefits  from 
wide  reading  over  a  period  of  time,  learning 
how  to  work  with  writers,  having  a  large  net- 
work of  contacts.  You  just  don't  start  with 
those  contacts.  You  build  them  up  over  time. 

Dwight  Foster,  63 

Founder,  at  54 

D.E.  Foster  Partners,  Inc. 

I  was  a  partner  in  charge  of  the  executive 
search  practice  at  kpmg,  and  it  was  decided 
not  to  continue  with  the  practice  because  of  a 
conflict  of  interest.  My  options  were  to  stay 
on  with  the  firm  in  some  other  capacity,  to 
acquire  the  practice  or  to  go  out  and  join 
another  firm.  I  chose  the  middle  one. 

A  real  entrepreneur  launches  a  business  in 
his  or  her  30s.  Look  at  all  those  bright-eyed 
young  people  around  you.  A  lot  of  young 
people  leave  corporations,  launch  businesses, 
fail  and  go  back  to  corporations. 

But  for  the  post- 50  crowd  there  is  often 
no  going  back  to  a  corporation.  When  peo- 
ple start  businesses  so  late  it's  usually 
because  something  happened  in  their  corpo- 
rations and  starting  the  business  was  their 
best  alternative.  ■■ 


Golden  Oldies 

RayKroc 

started  the  franchising  of  McDonald's 
restaurants  when  he  was  52. 


Grandma  Moses 

began  painting  at  78. 


'• ' '•''. 

Emily  Post's 

Colonel  Harland  Sanders 

Etiquette  was  published  when  she 

started  his  franchising  business, 

'  '  '  ' 

was  50. 

Kentucky  Fried  Chicken,  at  62. 

W^a 

Nv-*^ 

John  Huston 

Frank  Lloyd  Wright 

directed  James  Joyce's 

designed  Fallingwater  at  69,  and 

CHHV 

The  Dead  at  80. 

the  Guggenheim  at  76. 

*W 

fc  ,  *         Ferdinand,  Graf  von 

V            Zeppelin 

Coco  Chanel 

^P^^ 

designed  her  famous  woman's  suit 

>■■  y* 

started  producing  his 

after  coming  back  from  retire- 
ment, at  71. 

storied  lighter-than-air 
crafts  at  61. 

What's  on  your  mind?  Tell  the  world.  Go  to  our  new  On  My  Mind  forum  in  the  Forbes 
Digital  Tool  at  http://www.forbes.com/mind,  or  E-mail  us  at  mind@forbes.com. 
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say 

readers@forbes.com 

Forbes,  exposed 

Sir:  I  have  asked  you  to 
cancel  my  subscription 
because  of  your  Attila  syn- 
drome. A  good  example  is 
your  pathetic  article  on 
Social  Security,  "Busters 
versus  boomers"  (Nov.  16, 
p.  60).  You  of  course  pur- 
posely ignore  that  Social 
Security  is  supported 
mosdy  by  the  very  people 
who  need  it — the  poor — 
and  that  its  bankruptcy  can 
be  prevented  by  forcing 
everyone,  including  the 
rich,  to  support  this  fund 
in  proportion  to  their 
income. 

What  are  you — comedi- 
ans? Sixty-five-year-olds 
choose  a  life  of  leisure? 
Forty  is  when  people  start 
losing  jobs  and  have  a 
hard  time  finding  another. 
You  hit  60,  it  becomes  a 
nightmare.  Get  a  life!  Your 
magazine  is  a  total  waste  of 
my  money. 

-Albert  Reingewirtz 
San  Diego,  Calif. 

Missing  millionaire 

Sir:  I  noticed  that  Michael 
J.  Saylor,  the  33-year-old 
ceo  of  MicroStrategy  Inc., 
was  not  in  your  400  richest 
Americans  list  ( "The 
Forbes  400,"  Oct.  12,  p. 
165).  Saylor  completely 
bootstrapped  MicroStrate- 
gy, a  software  company 
featured  in  your  article 
"Database  evangelist" 


Michael  J.  Saylor 

Age?  33.  Worth?  Think  Oprah. 


(Sept.  7,  p.  66).  On  Sept.  1 
MicroStrategy  closed  at 
S29.75,  putting  his  23  mil- 
lion shares  at  $671  million. 
-Michael  Quint 
Vienna,  Va. 

You're  right.  Saylor  should 
have  appeared  as  number 
300  on  our  list,  right  after 
Oprah  Winfrey.  -Ed. 

Seattle  exodus? 

Sir:  Re  "How  Microsoft 
can  blow  it"  (Nov.  16,  p. 
43).  There's  an  angle  you 
haven't  considered. 
Microsoft  is  populated  by 
hot-dog  developers — the 
best  and  the  brightest  who 
want  to  work  on  the  latest 
and  coolest  stuff.  As  a  25- 
year  veteran  of  software 
development,  I  can  tell  you 
that  Microsoft  is  entering 
into  a  new  phase  of  the 
software  life-cycle — mainte- 
nance. Developing  process- 
es for  code  control,  com- 
patibility and  bug-tracking 
requires  discipline  and  doc- 
umentation— anathema  to 
hot  dogs.  Microsoft  has  to 
hire  very  different  staff. 
Such  people  exist,  but  it 
will  be  a  cultural  change 
resulting  in  major  turmoil 
in  Redmond. 
-Jean  Stanford 
Gaithersburg,  Md. 

Chainsaw  at  3M? 

SIR:  Re  "Too  much 
doodled  (Oct.  19,  p.  54). 
Your  writer  seems  to  take 
offense  at  3M's  forgiving 
attitude  toward  making 
mistakes.  I  appreciate  that 
3M  encourages  employees 
to  take  risks,  make  mis- 
takes and  learn. 

Would  she  rather  work 
for  "Chainsaw  Al"?  I  know 
my  answer.  I'm  a  20-year 
sales  veteran  for  the 
company. 
-PaulS.  Dayii  s 
Ada,  Mich. 


Why  Asia  will  recover 


Sir:  Re  "Batten  the  hatches"  (Oct.  19,  p.  SO).  You  seem 
to  praise  the  fact  that  U.S.  firms  are  beginning  to  lay  off 
workers  and  mothball  factories  due  to  the  Asian  economic 
crisis.  In  the  article  ing  Barings'  Paul  Schulte  says:  "Gov- 
ernments from  Japan  to  Indonesia  lack  the  political  clout, 
foresight  and  intestinal  fortitude  to  shut  capacity."  Actu- 
ally, Asian  governments  lack  none  of  the  above.  They  are 
confident  the  U.S.  will  solve  the  overcapacity  problem  by 
layoffs  and  mothballing.  I  hope  the  U.S.  has  a  big  enough 
bucket  to  bail  out  its  own  soon-to-be  sinking  boat. 
-Thomas  Bartosik 
Riyadh,  Saudi  Arabia 


Sir:  Your  writer  cites  Andy 
Groves'  dictum  that  only 
the  paranoid  will  survive.  I 
guess  she  is  from  New 
York  City  or  somewhere  in 
the  East,  where  paranoia 
seems  to  run  wild. 
-Dave  Hanna 
Minneapolis,  Minn. 

Our  writer  is  from 
Minneapolis.  -Ed. 

How  to  fire  CEOs 

Sir:  Re  "What  if..  ."  (Nov. 
2,  p.  76).  Joseph  R  Garber 
mentions  "electronic 
voting"  as  one  of  29  futur- 
ist predictions  in  1980  that 
"missed  by  a  mile."  Not 
true.  While  electronic 
voting  may  not  have  taken 
hold  in  elections  for  public 
office,  Internet  voting  by 
shareholders  at  annual 
meetings  has.  We  pio- 
neered vote-by-net  in 
1996,  and  it  has  since 
gained  wide  acceptance. 
-Thomas  H.  Newton 
Vice  President,  e-commerce 
First  Chicago  Trust  Co. 
Jersey  City,  N.J. 

Store  smarts 

Sir:  Re  "Games  dealers 
play"  (Oct.  19,  p.  132). 
Most  dealers  have  known 
for  some  time  that  the  days 
of  "box  pushing"  are  over. 
But  for  those  who  have 
mastered  the  art  of  adding 


value,  a  new  sun  is  rising 
called  "smart  homes."  Are 
people  going  to  buy  smart 
homes  directiy  from  a 
manufacturer?  No,  they'll 
call  computer  resellers  who 
can  customize  computer- 
controlled  components — 
heating,  lighting,  security 
systems — to  their  lifestyles. 
-Hillary  Rettig 
Cambridge,  Mass. 

Hacker  hell 

Sir:  Re  "We  were  long 
gone  when  he  pulled  the 
plug"  (Nov.  16,  p.  132). 
Your  article  about  the 
hackers'  attack  on  the  New 
York  Times'  Web  site  was 
illuminating.  The  most  in- 
teresting comment  was 
"Hacker  gangs  are  like 
street  gangs."  Maybe.  One 
wonders  if  hackers  would 
fare  similarly  well  in  a  maxi- 
mum security  prison, 
where  every  single  one  of 
these  sociopaths  belongs. 
-Jonathan  J.  Ward 
Bog  art,  Ga.  WM 

Letters  should  include  the  author's 
address  and  phone  number. 
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Morgan  Stanley  Dean  Witter  American  Value  Fund  Class  B 

(AMONG  2,678  DOMESTIC  EQUITY  FUNDS) 

Morgan  Stanley  Dean  Witter  Balanced  Growth  Fund  Class  C 

(AMONG  2,678  DOMESTIC  EQUITY  FUNDS) 

Morgan  Stanley  Dean  Witter  Dividend  Growth  Securities  Class  B 

(AMONG  2,678  DOMESTIC  EQUITY  FUNDS) 

Morgan  Stanley  Dean  Witter  Global  Dividend  Growth  Securities  Class  B 

(AMONG  819  INTERNATIONAL  EQUITY  FUNDS) 

Morgan  Stanley  Dean  Witter  Global  Utilities  Fund  Class  B 

(AMONG  819  INTERNATIONAL  EQUITY  FUNDS) 

Morgan  Stanley  Dean  Witter  Diversified  Income  Trust  Class  B 

(AMONG  1,491  TAXABLE  BOND  FUNDS) 

Morgan  Stanley  Dean  Witter  Short-Term  Bond  Fund 

(AMONG  1,491  TAXABLE  BOND  FUNDS) 

Morgan  Stanley  Dean  Witter  World  Wide  Income  Trust  Class  B 

(AMONG  1,491  TAXABLE  BOND  FUNDS) 

Morgan  Stanley  Dean  Witter  Tax-Exempt  Securities  Trust  Class  D 

(AMONG  1,581  MUNICIPAL  BOND  FUNDS) 

Overall  Morningstar  Ratings  as  of  9/30/98 


Now  the  only  question  is:  Which  ones  are  best  for  you? 

Call  1-800-THE-DEAN  to  talk  to  one  of  our  Financial  Advisors  today. 


Measuring  Success  One  Investor  At  A  Time*" 
MORGAN  STANLEY  DEAN  WITTER 

Remember,  past  performance  cannot  guarantee  future  results.  You  may  have  a  loss  or  gain  when  you  sell  your  shares. 
Foreign  securities  and  markets  pose  different  and  possibly  greater  risks  than  those  customarily  associated  with 
domestic  securities,  including  currency  fluctuations  and  political  instability. 


1-800-THE-DEAN 


www.dcanvv-itter.com/funds 


As  a  result  of  market  volatility,  current  performance  may  vary  from  what  it  was  during  the  period  in  which  the  ratings  were  assigned. 

Ask  for  our  free  brochures  and  prospectuses,  which  contain  complete  information  on  risks,  charges  and  expenses.  Read  the  prospectuses  carefully  before  you  invest  or 
send  money. 

Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  September  30, 1998.  Overall  ratings  are  calculated  from  the  fund's  3-,  5-  and  10- 
year  average  annual  total  returns  (when  applicable)  in  excess  of  90-day  Treasury  bill  returns  (with  appropriate  fee  adjustments)  and  a  risk  factor  that  reflects  fund  per- 
formances below  90-day  T-bill  returns.  These  ratings  are  subject  to  change  each  month.  The  top  10%  of  the  funds  in  an  investment  category  receive  5  stars,  the  next 
22.5%  receive  4  stars  and  the  next  35%  receive  3  stars.  European  Growth  Fund  Class  B  received  5  stars  for  5  years  (of  359  international  equity  funds)  and  3  years  (of 
819  funds).  Prime  Income  Trust  received  5  stars  for  5  years  (of  940  taxable  bond  funds)  and  3  years  (of  1 ,491  funds).  American  Value  Fund  Class  B  received  5  stars  for 
10  years  (of  713  domestic  equity  funds),  3  stars  for  5  years  (of  1 ,584  funds)  and  4  stars  for  3  years  (of  2,678  funds).  Balanced  Growth  Fund  Class  C  received  4  stars 
for  3  years  (of  2,678  domestic  equity  funds).  Dividend  Growth  Securities  Class  B  received  4  stars  for  10  years  (of  713  domestic  equity  funds),  5  years  (of  1 ,584  funds) 
and  3  years  (of  2,678  funds).  Global  Dividend  Growth  Securities  Class  B  received  4  stars  for  5  years  (of  359  international  equity  funds)  and  3  years  (of  819  funds). 
Global  Utilities  Fund  Class  B  received  4  stars  for  3  years  (of  819  international  equity  funds).  Diversified  Income  Trust  Class  B  received  4  stars  for  5  years  (of  940  taxable 
bond  funds)  and  3  stars  for  3  years  (of  1 ,491  funds).  Short-Term  Bond  Fund  received  4  stars  for  3  years  (of  1 ,491  taxable  bond  funds).  World  Wide  Income  Trust  Class 
B  received  4  stars  for  5  years  (of  940  taxable  bond  funds)  and  5  stars  for  3  years  (of  1 ,491  funds).  Tax-Exempt  Securities  Trust  Class  D  received  4  stars  for  1 0  years  (of 
359  municipal  bond  funds)  and  3  years  (of  1 ,581  funds)  and  5  stars  for  5  years  (of  943  funds).  Ratings  are  for  the  share  classes  indicated;  other  share  class  ratings 
may  vary.  Past  performance  is  no  guarantee  of  future  results. 

*There  is  not  expected  to  be  any  secondary  trading  market  in  shares  of  Prime  Income  Trust,  which  is  a  continuously  offered  closed-end  fund.  Investors  should  consider 
the  Trust  an  illiquid  investment.  However,  each  quarter  the  Trust  will  consider  making  tender  offers  for  shares  at  net  asset  value, 

Morgan  Stanley  Dean  Witter  is  a  service  mark  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  Dean  Witter  Reynolds  Inc.,  member  SIPC. 

©  1998  Morgan  Stanley  Dean  Witter  Distributors  Inc.  Member  SIPC. 
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kick  off  your  shoes 


Before  taking  a  business  trip  to  Japan,  remember  to  take  an  AT&T  Direct'  Service  wallet  guide.  It's  a  list 
of  access  numbers  you  need  to  call  home  fast  and  clear  from  around  the  world,  using 
an  AT&T  Calling  Card  or  credit  card.  Plus  it  gets  you  an  operator  who'll  always  make  you  feel  nght  at  home. 
Dial  I  888  259-3505  for  your  free  guide,  or  visit  our  Web  site 
at  www.att.com/traveler 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


LET'S  BE  SERIOUS:  ONE  HIT  WON'T  WORK 


ONCE  AGAIN  the  Clinton/Gore  Administration  is  consider- 
ing military  action  against  Saddam  Hussein.  White  House 
officials  have  let  the  Butcher  of  Baghdad  make  United  Na- 
tions inspections  meaningless.  But  we  should  not  be  fooled 
into  thinking  that  a  one-time  strike  will  make  Saddam  see 
the  evil  in  his  desire  to  develop  deadly  weapons  and  use 
them  against  his  neighbors,  not  to  mention  his  own  people. 
It"  Washington  is  serious  about  dealing  effectively  with 
this  bloodthirsty  dictator,  it  should  declare  a  no -fly  zone 
over  all  of  Iraq,  not  just  the  northern  portion  of  it.  After 
the  1991  Gulf  war,  anti-Saddam  rebellions  broke  out  in 


all  parts  of  Iraq.  Inexplicably,  we  allowed  Saddam  to  use 
his  existing  aircraft  to  rapidly  crush  these  uprisings.  A  no- 
fly  rule  would  dramatically  tell  would-be  rebels  that 
Saddam  would  no  longer  be  able  to  quickly  put  them 
down.  The  rule  would  encourage  within  the  military  what 
Saddam  most  fears.  At  the  same  time,  we  could  expand 
the  so-called  safe  haven  in  northern  Iraq  and  begin  to  set 
up  a  counterregime  to  Saddam. 

Absent  diese  moves,  the  Clinton/Gore  Administration 
will  be  telling  the  world  that  Saddam  has  won  his  show- 
down with  the  West. 


DEATH  TRAP 


"Saving  Social  Security"  will  be  much  in  the  news 

next  year.  After  all,  everyone,  especially  young  people, 
recognizes  that  the  current  system  is  heading  for  the 
financial  rocks  sometime  in  the  next  century. 

There  is  a  huge  trap  awaiting  Americans.  In  the  name 
of  reform,  we  may  get  the  biggest  tax 
increase  of  modern  times. 

Reformers  talk  about  allowing  people 
to  put  a  portion  of  their  payroll  tax  into 
their  own  retirement  plans,  similar  to 
existing  Individual  Retirement  Ac- 
counts (IRAs).  The  current  Social  Secu- 
rity payroll  tax  is  12.4%  (there  is  an 
additional  2.9%  for  Medicare).  Some 
reformers  talk  of  allowing  only  one  or 
.two  percentage  points  of  that  12.4%  to 
be  diverted  into  private  plans.  Anything 
more  would  be  fiscally  "irresponsible" 
or  "politically  unrealistic." 

The  danger:  The  amount  of  income  liable  to  the  Social 
Security  levy  (now  $68,400)  would  be  substantially  raised 


Trojan  Horse:  Social  Security  reform  may 
hide  deadly  tax  boost. 


could  jump  from  about  42%  to  around  55%.  Such  a  mas- 
sive hike  would  quickly  sink  the  economy  into  recession. 
Remember,  the  income  ceiling  for  the  Medicare  tax  was 
once  the  same  as  for  Social  Security.  But  then  the  George 
Bush  tax  increase  of  1990  raised  the  ceiling  to  $125,000. 
The    Clinton    tax    boost    of   1993 
removed  die  ceiling  entirely;  all  of  your 
earnings  now  face  that  2.9%  exaction. 
Genuine  Social  Security  reform — 
eventually  allowing,  say,  eight  per- 
centage points  of  that  12.4%  tax  to 
go  into  IRAs — is  possible  only  if  we 
don't  let  the  old  system  contaminate 
the  new.  The  liabilities  of  Social  Secu- 
rity, as  we  know  it,  for  current  recip- 
ients and  those  about  to  receive  ben- 
efits, can  be  amortized  over  40  years. 
The  unfunded  liabilities  of  Social 
Security  range  up  to  $10  trillion, 
depending  on  assumptions  for  economic  growth,  pro- 
duction and  longevity.  That  liability  exists  even  if  it  isn't 


or  removed.  In  other  words,  the  highest  Federal  tax  rate      recognized  as  part  of  the  national  debt. 


KEEP  IT 

There  is  a  simple  way  for  Brazil  to  preserve  the  value  of 
its  currency,  the  real:  Use  central  bank  assets,  primarily 
government  bonds,  to  buy  up  reals.  This  way  reals  would 
be  pulled  out  of  circulation,  and  the  reduced  supply 
should  firm  up  the  value. 

If  it's  possible  to  do  this,  why  then  all  the  angst  about 
Brazil?  Why  are  markets  on  the  edge  over  whether  the  Brazil- 


SIMPLE 

ian  congress  will  enact  President  Cardoso's  austerity  package 
of  spending  cuts  and  tax  hikes?  Why  is  the  International 
Monetary  Fund  putting  together  a  $40  billion  package  of 
aid?  Why  has  the  Brazilian  central  bank  jacked  up  interest 
rates  to  catastrophic  levels  of  40%  and  higher?  Because  these 
convoluted,  complicated  approaches  are  the  result  of  faulty 
economic  theory,  which  posits  that  a  currency's  value  is 
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directly  tied  to  a  government's  fiscal  policies.  The  truth  is  that 
a  government  can  misbehave  fiscally  and  still  have  a  stable  cur- 
rency. In  Brazil's  case,  government  spending,  though  hugely 
wasteful,  amounts  to  40%  of  its  economy.  Most  European 
countries,  including  Germany,  are  as  bad  as  that  or  worse. 

What  happens  in  Brazil  and  other 
places  is  that  the  attempts  at  propping 
up  the  currency  take  on  the  aspects  of 
the  Keystone  Kops.  The  government 
takes  hard  currencies,  such  as  the  dollar, 
and  buys  up  their  own  money  in  the 
foreign  exchange  markets.  But  then  it, 
in  effect,  pumps  the  money  back  into 
the  domestic  economy  via  central  bank 
operations.  What  one  hand  takes  away 
the  other  gives  right  back.  One  opera- 
tion sterilizes  the  other.  Some  experts 
then  proclaim  that  intervening  in  the 
foreign  markets  to  keep  up  a  currency's  value  is  futile.  What 
they  don't  grasp  is  the  futility  of  the  whole  silly  exercise. 

In  1995  the  U.S.  government  offered  to  lend  over  $20 
billion  to  Mexico  to  bail  out  speculators  who  had  wrong- 
ly bet  that  the  Mexican  peso  would  stay  stable  with  the 
dollar.  While  speculators  were  shielded,  the  peso  collapsed 
in  value.  The  typical  Mexican  is  worse  off  today  than  he 
was  four  years  ago.  What  the  U.S.  should  have  done  was 
to  let  the  Bank  of  Mexico  use  the  money  to  keep  the  peso 
stable  against  the  dollar.  That  $20  billion  was  more  than 


President  Cardoso:  His  goal  to  save  real  is 
being  made  unnecessarily  hard  to  achieve. 


enough  to  buy  every  peso  in  circulation.  For  a  while, 
Mexican  interest  rates  would  have  shot  up  from  the  high 
teens  to  30%  or  40%.  But  if  the  market  had  seen  that  the 
peso  was  not  going  to  be  devalued,  rates  would  have 
plummeted  just  as  quickly.  Instead,  for  a  while  rates 
soared  to  the  100%  level. 

If  Brazil  wants  to  continue  fiscal 
policies  that  guarantee  below-poten- 
tial growth  rates,  that's  its  choice.  The 
government  could,  however,  still  pre- 
serve the  integrity  of  the  real. 

Instead  of  demanding  tax  increas- 
es and  spending  cuts  in  return  for 
that  $40  billion  package,  the  U.S. 
should  impose  different  restrictions: 

■  Don't  engage  in  sterilization; 

■  Be  fully  transparent — post  the  level 
of  reserves  each  day; 

■  Forbid  the  government  to  force  the  central  bank  to  buy 
government  bonds — instead,  the  government  should  be 
required  to  sell  its  paper  on  the  open  market,  which  is 
always  a  reality  check; 

■  Make  the  dollar  legal  tender,  as  Argentina  has  done — 
another  check  on  political  misbehavior  with  the  real. 

Our  Federal  Reserve  should  sharply  ease  so  that  its 
deflation  is  firmly  ended.  Commodities  prices  are  still 
barely  above  their  two-decade  lows.  This  easing  would  not 
only  help  Brazil,  but  more  important,  it  would  help  us. 


DECLARATION  OF  DISSENT 

The  Dissent  of  the  Governed — by  Stephen  L.  Carter  decision.  In  fact,  Carter  believes  that  our  courts  have  exhib- 
(Harvard  University  Press,  $19.95).  Thought-provoking  ited  a  dangerous  imperiousness  in  many  of  their  judgments, 
observations  about  the  relations  between  government —     One  need  not  agree  with  all  of  this  book's  musings  or  inter- 


including  the  courts — and  society's  dissenters.  Yale 
Law  School  professor  Stephen  Carter  rightly  rails 
against  government  hostility  toward  America's  reli- 
gious communities.  He  finds  little  legitimacy  in 
denying  government  funds  to  religious  schools  and 
in  court  hostility  to  school  prayer.  He  trenchantly 
observes  that  if  this  secular  disdain  for  religious  par- 
ticipation in  public  life  had  been  operative  in  the 
past,  we  might  never  have  had  the  antislavery  move- 
ment and  the  Martin  Luther  King  Jr. -era  civil  rights 
movement.  Carter  takes  the  Supreme  Court  to  task  for  its 
less-than-convincing  reasoning  behind  the  Roe  v.  Wade 

RESTAURANTS— GO, 


pretanons — particularly  the  notion  of  nullification, 
whereby  a  group  of  like-minded  people  can  declare 
a  law  null  and  void  for  them — to  appreciate  its  plea 
for  a  greater  sensitivity  on  the  part  of  our  political 
establishment  to  those  with  unconventional  beliefs. 
Excerpt:  The  liberal  opposition  to  religious 
activism  in  politics  is  another  cause  of  citizen  alien- 
ation from  government,  for  many  deeply  religious 
citizens  do  not  understand  how  a  nation  can  call 
itself  democratic  when  they  are  accepted  in  politics 

only  if  they  are  willing  to  leave  behind  that  aspect  of  their 

lives  that  provides  meaning  and  hope. 

STOP 


Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  another  Forbes  eatery  expert,  Tom  Jones. 


•  Harry  Cipriani— 781  Fifth  Ave.,  near  59th  St.  (Tel.: 
753-5566).  As  always,  the  delicious,  classic  Italian  dishes 
pack  'em  in. 

•  Le  Gigot— 18  Cornelia  St.  (Tel.:  627-3737).  Pleas- 
ant French  bistro  (pure  Left  Bank)  with  good  fare.  The 
service,  friendly  and  attentive. 

•  Gabriela's — 685  Amsterdam  Ave.,  at  93rd  St.  (Tel.: 
961-0574).  Hectic,  inexpensive  and  child-friendif — the 
place  to  go  for  sensational  Mexican  food  and  a  party 
atmosphere.  Try  cochinita  pibil  (roast  pork  marinated  in 
orange  juice,  achiote  and  spices);  robalo  barra  de  Navidad 
(striped  bass  with  carrots,  almonds  and  olives  in  yellow 


chile-pepper  sauce);  and  legumbres  en  pipian  oaxaqueno 
(vegetable  stew  in  pumpkin-seed  sauce). 

•  Capsouto  Freres— ^51  Washington  St.  (Tel.:  966- 
4900).  Best  bets:  chilled  asparagus  soup  with  truffles  and 
Parmigiano  Reggiano;  poached  salmon  with  warm  herb 
vinaigrette.  The  dessert  souffles  are  wonderful. 

•  Canal  House— SoHo  Grand  Hotel,  310  West  Broad- 
way (Tel.:  965-3588).  What  happened?  Cornmeal-crusted 
chicken  breast;  steak  and  fries;  macaroni  and  cheese,  all  poor. 

•  Aquavit— 13  West  54th  St.  (Tel.:  307-7311).  Sub- 
lime. Favorites:  foie  gras  duo  with  a  scallop  dumpling;  Arctic 
char;  phyllo-wrapped  salmon.  Service  is  flawless.  Hi 
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Laura  Groppe  ^mhhbb^ 

President  and  CEO,  Girl  Games,.  Inc.- 
Small  Business  Services  Use? 
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"All  my  products  are 

wired  to  the  minds 

of  teenage  girls,  so 

-ganization  is  something 

I  definitely  need." 


She  flies  around  the  country  to  learn  what  girls  like  in  interactive  media.  And  since  this  doesn't  always 
lend  itself  to  running  a  business,  American  Express®  Small  Business  Services  organizes  her  expenses 
on  a  Quarterly  Management  Report,  helps  finance  the  video  equipment  she  uses  to  document  customer 
behavior,  and  lets  her  make  frequent  Card  purchases  ^^^ 

of  office  equipment  and  tiaras.  Tiaras?  "It's  a  girl  thing."   (lt$    frUfj  |p(g  j 


Call  1-800-SUCCESS  or  visit  www.americanexpress.com. 


Small  Business 
Services 
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Patrick  doesn't  care 
how  we  helped  a  clien 
open  20  offices  on 
4  continents  in 
just  6  months. 

He  just  wants  to 
stand  out  in  his  field. 


And  isn't  that  what  it's  all  about?  As  the  world  gets  smaller,  your  growth  potential 
expands  every  day.  And  with  that  potential  comes  the  need  for  room.  To  think. 
To  work.  To  grow.  Enter  Cushman  &  Wakefield.  As  the  world's  foremost  real  estate 
services  company,  we  look  at  challenges  from  different  angles.  Our  unique  perspective 
allows  us  to  see  powerful  solutions  no  one  even  expected.  That's  what  makes  us  stand 
out  in  our  field,  and  can  make  you  stand  out  in  yours. 

To  find  out  more,  call  1.800.346.6789.  Or  visit  us  on-line  at  www.cushwake.com. 


CUSHMAN& 
WAKEFIELD 

•  See  beyond  the  expected. 

Advisory  Services.  Asset  Services.  Brokerage  Services.  Corporate  Services.  Financial  Services.  Research  Services.  Valuation  Advisory  Services. 
Though  Patrick  doesn't  care,  you  will.  Actual  case  study  available  upon  request. 


Other  Comments 


Psych  101 

A  professor  is  ONE  who  talks  in 
someone  else's  sleep. 
-W.H.  Auden 

Real-ity  Bites 

Brazilian  President  Cardoso's  pro- 
posed 28  billion  real  fiscal  reform 
package  is  less  than  inspiring.  Over 
50%  of  the  total  fiscal  effort  relies  on 
tax-rate  hikes.  Yet  a  good  portion  of 
the  expected  revenues  may  vanish  as 
the  tax-  and  interest-rate  increases 
send  the  country  into  recession. 

Even  if  Cardoso's  package  is  ap- 
proved in  its  entirety,  its  spending  cuts 
of  11.4  billion  reals  would  account  for 
no  more  than  6.3%  of  the  federal  bud- 
get proposed  for  1999.  While  Brasilia 
fiddles,  the  Brazilian  consumer  has 
responded  to  sky-rocketing  interest 
rates.  Car  sales  in  September  slumped 
by  36%  year  over  year,  foretelling  a 
painful  income  adjustment  ahead. 
-Paulo  Rabello  de  Castro, 
Instituto  Atlantico  (Rio  de 
Janeiro),  Wall  Street  Journal 

Before  It's  Too  Late 

After  the  Gulf  war,  Iraqi  officials 
let  it  be  known  that  the  possibility  of  a 
U.S.  nuclear  strike  dissuaded  Saddam 
from  using  whatever  chemical  and/or 
biological  weapons  he  had  on  hand. 

[Today]  the  U.S.  does  not  have  the 
means  to  protect  against  the  systems 
that  deliver  chemical  and  biological 


weapons.  Our  biggest  vulnerability  is 
our  inability  to  shoot  down  even  a  sin- 
gle ballistic  missile  aimed  at  our  territo- 
ry. This  can  be  remedied  by  modifying 
the  Navy's  AEGIS  air-defense  system 
to  enable  it  to  intercept  incoming  mis- 
siles. But  the  Clinton  administration,  in 
deference  to  the  1972  ABM  treaty,  has 
refused  to  allow  the  existing  infrastruc- 
ture to  be  used  for  that  critical  purpose. 
[We  must]  take  the  lead  in  dis- 
suading those  contemplating  [chem- 
ical and  biological]  threats,  to  disable 
their  capacity  to  carry  them  out  and 
to  make  sure  that  we,  our  armed 
forces  and  our  allies  are  defended 
against  them.  What  is  required  is 
realism  and  leadership — qualities  that 
are  now  in  perilously  short  supply. 
-Frank  J.  Gaffney  Jr,  director,  Cen- 
ter for  Security  Policy,  Commentary 

Absurd 

We  can't  afford  a  tax  cut  for  over- 
taxed American  workers,  but  we  can 
afford  more  money  for  a  failed  and 
discredited  international  bureaucracy 
like  the  International  Monetary  Fund? 
-Institute  for  Policy  Innovation 

Fish  Stories 

Knowledgeable  cooks  know  some 
tidy  little  ways  of  doing  things,  as 
well  as  some  tidy  little  things  to  do. 
But  all  this  can  be  deceptive.  You 
find  yourself  beginning  to  trust 
them.  Until  they  come  up,  one  day, 
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"It  appears  to  be  a  heroic  hunting  epic  followed  by  a  retraction." 


with  something  like  "It's  no  trouble 
at  all  to  poach  a  bit  of  sole  in  wine, 
then  garnish  it  with  whole  cooked 
shrimp  to  serve  as  a  first  course  and 
show  off  your  pretty  fish  forks!" 

Statements  like  this  make  you  realize 
that  some  of  these  people  have  a  great 
respect  for  the  truth — in  fact,  too 
much  respect  to  use  it  just  any  old  time. 
-Peg  Bracken,  Teg  Bracken's  Ap- 
pendix to  The  I  Hate  to  Cook  Book 


Capitalism  without  failure  is  like 
religion  without  sin. 

-Dr.  Allan  Meltzer, 
Carnegie  Mellon  University 

Pray  for  the  Courts 

I  am  by  NO  MEANS  advocating  state 
aid  to  religious  schools.  My  argu- 
ment is  only  that  such  aid  is  perfectly 
constitutional.  Parents  who  choose 
religious  educations  for  their  children 
already  sense  the  unfairness  inherent 
in  efforts  to  evade  this  basic  constitu- 
tional truth;  it  remains  to  be  seen 
whether  the  courts  will  catch  up. 
-Stephen  L.  Carter, 
The  Dissent  of  the  Governed 

Going  Up? 

Susan  Carrier  of  Los  Angeles  and  an 
office  acquaintance  use  their  elevator 
time  to  catch  up  on  personal  news. 

One  day,  her  friend  asked,  "Do 
you  have  any  children  yet?" 

Carrier,  whose  husband  is  a  law- 
yer, replied,  "No,  not  yet,  but  we'd 
love  to  start  a  family." 

The  acquaintance  responded,  "And 
is  your  husband  still  practicing?" 

Carrier,  astonished  that  the  woman 
would  ask  such  a  personal  question  in 
crowded  elevator,  retorted,  "Yes,  he's 
still  practicing,  and  one  of  these  days 
he's  going  to  get  it  right." 

Her  friend  said,  "I  meant  practic- 
ing law." 

As  the  crowd  broke  into  laughter, 
Carrier  made  a  quick  escape — to  the 
wrong  floor. 

-Lawrence  Van  Gelder, 
New  York  Times  WM 
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A  promise  that  warmth  doesn't  just  come  irom  a  coat. 


A  promise  we  don't  nave  to  snare  everything,  except  maybe  dessert. 


A  promise  this  is  a  reeling  you  never  nave  to  outgrow. 


We  Kelp  you  keep  your  promises*  For  more  than  145  years,  people  across  America  nave  relied  on  us  to  insure 
their  lives  and  financial  future.  With  over  $160  billion  in  assets  under  management  and  excellent  ratings, 
MassMutual  and  its  subsidiaries  nave  the  financial  strength  to  help  families  and  businesses  keep  their  promises. 
For  expert  guidance  or  for  career  opportunities  in  sales,  call  your  local  MassMutual  professional  or  1-800-272-2216. 

j  ®  MassMutual 

The  Blue  Chip  Company SM 

Life  Insurance  *  Disability  Income  Insurance  *  Annuities  *  Retirement  Services/ 40 l(k)  Plans  ♦  Investment  Management 

©1998  Massachusetts  Mutual  Life  Insurance  Co  .  Springfield.  MA  01111    http://www  massmutual  com    Securities  products  and  services  offered  through  MML  Investors  Services.  Inc.  a  MassMutual  subsidiary. 


Imagine  a  WOrld  which  gets  progressively  cleaner. 

Imagine  a  world  where  city  planning  actually  improves  the 
quality  of  people's  lives. 

Imagine  a  world  where  new  forms  of  communications 
technology  are  more  user-friendly. 

Vivendi  has  already  imagined  this  world.  What  is  more,  we 
have  begun  to  build  it.  Our  water  companies  are  continually 


improving  the  quality  of  supplies  to  more  than  80  million1 
around  the  world.  Our  waste  management  systems  en<  W 
recycling.  Our  power-generating  stations  lead  the  way  in  I* 
efficiency.  Some  even  use  waste  as  fuel. 

Thanks  to  Vivendi  companies,  transportation  systems  jo 
across  Europe  are  better  planned  and  more  cost-effectiv< 

Every  year,  our  construction  companies  manage  over  I  'f 


I 


around  the  world.  Recent  projects  have  included  the  Stade  Reading  this,  you   might  deduce  that  such  wide-ranging 

4'ance,  Cairo's  new  rapid  transit  system  and  the  Vasco  da  activities  are  commensurate  with  considerable  financial  growth. 

1  bridge  in  Lisbon.  And  you'd  be  right.  Vivendi  is  one  of  Europe's  largest  companies, 

We  have  also  become  a  major  player  in  the  field  of  com-  with  annual  revenues  approaching  $35  billion. 

cations,  providing  easy  access  to  mobile  phone  networks,  All  things  considered,  it  seems  that  when 

j  iternet  and  digital  media.  the  customer  comes  first,  success  soon  follows. 

MMITTED      TO       MEETING      YOUR      LIFE'S       EVER-CHANGING       NEEDS. 

www.vivendi.com 


M  ITS  U  B  I  S  H  I     RE  DEFINES 
HOW    YOU     SEE     THE     WORLD 
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HD-1080  4:3  Series  Diamond  Series"  HD-1QSQ  4:3  and  16:9  Televisions  HD-10BO  16:9  Series 


Mitsubishi,  the  world  leader  in  digital  television, 
announces  the  fullest,  most  flexible  line  of  High-Definition 
Television  Systems  ever  built.  Mitsubishi's  HD-1080  Series 
televisions,  when  coupled  with  the  HD-1080  HDTV  receiver, 
offer  uncompromising  True  HDTV  performance. 

Plug  into  the  digital  television 
revolution  with  Mitsubishi. 


MITSUBISHI 

THE  BIG  SCREEN  COMPANY 
A     .    n 


For  more  information,   visit  your  expert  local  Mitsubishi  dealer, 
or  our  web  page  at  www.mitsubishi-tv.com. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


JAPAN 

Japan,  which  Kip  Forbes  and  I  visited  in  mid-October, 
presented  a  curious  mixture  of  mild  optimism  and  deep 
pessimism — with  the  optimists  holding  a  slight  lead. 

The  optimists  believe  that  the  bank  restructuring  pro- 
posal, which  provides  tor  the  injection  of  government 
funds  into  the  debt-laden  banking  system  and  for  the 
selling  of  some  huge,  nonperforming  loans  (American 
financiers  being  possible  buyers),  will  pull  most  of  the 
banks  out  of  immediate  danger.  The  banks  would  then 
be  able  to  start  extending  credit  to  businesses  that 
urgently  need  it.  These  optimists  also  think  there  will  be 
a  real  M\d  pretty  much  across-the-board  tax  cut  to 
encourage  consumers  to  buy  again;  they  feel  Japan  has 
hit  bottom  M\d  will  start  rising  soon. 

The  pessimists,  including  one  who  told  us  conditions 
would  get  much  worse  before  they  got  better  and  that 
Japan  would  never  be  as  good  as  it  was,  doubt  the  new 
bank  legislation  will  produce  any  significant  reform, 
despite  the  fact  that  the  government  has  already  taken 
Over  the  Long  Term  Credit  Bank,  which  is  in  a  particu- 
larly bad  condition.  As  for  tax  cuts,  pessimists  say  they 
will  not  spur  the  Japanese  on  to  a  spending  spree  and 
that  the  economy  will  continue  in  the  doldrums. 

The  startling  23%  surge  in  the  yen  while  we  were  there 
was  seen  as  a  mixed  blessing.  Beleaguered  banks  were 
relieved  because  it  helped  them  meet  their  capital  reserve 
requirements — essential  if  they  are  to  start  lending  to  busi- 
nesses again.  But  exporters  complained  that  a  stronger  yen 
will  make  it  difficult  to  sell  Japanese  goods  abroad, 
i  Incidentally,  Japan's  large  trade  surplus  is  one  of  the  most 
frequently  cited  examples  of  the  fundamental  strength  of 
the  economy:  Japan  can  still  make  and  sell  billions  of  yens' 
worth  of  goods  that  people  all  over  the  world  want  to  buy.) 

Major  Problems  Remain 

One  obstacle  is  political  but  seems  almost  cultural. 
Most  Japanese  leaders  refuse  to  move  on  anything  until 
a  consensus  is  reached.  Even  when  the  Liberal  Demo- 
cratic Party  held  large  majorities  in  both  houses  of  the 
Diet,  there  was  little  stomach  for  pushing  through  legis- 
lation that  was  opposed  by  the  minority  parties.  Insis- 
tence on  consensus  is  what  held  up  bank  reform  legisla- 
tion for  so  long.  Almost  everyone  agrees  that  banks  that 


TODAY 

are  unable  to  make  loans  and  are  holding  an  enormous 
number  of  uncollectible  loans  need  either  to  be  helped 
or  to  be  allowed  to  fail.  But  the  bank  legislation  finally 
enacted  is  quite  vague,  and  there  is  still  substantial  oppo- 
sition to  some  of  its  details.  Apparently  some  banks,  fear- 
ing too  much  regulation  will  be  the  price  they  have  to 
pay  for  the  government's  infusion  of  capital,  are  planning 
not  to  take  advantage  of  the  funds. 

Many  Japanese  told  us  that  they  thought  the  model  we 
used  during  our  savings-and-loan  recovery  in  the  late 
1980s  would  be  a  better  one.  Our  government  forced  the 
closure  or  consolidation  of  some  U.S.  savings-and-loan 
institutions  and  forced  the  sale  of  many  of  their  assets. 
There  is,  however,  a  major  difference:  By  law,  the  U.S.  gov- 
ernment guaranteed  the  safety  of  all  those  S&L  deposits. 

There  is  no  shortage  of  bad  news  in  Japan,  such  as  the 
declaration  by  the  municipality  of  Tokyo  of  a  state  of  "fis- 
cal crisis"  and  the  possible  downgrading  by  U.S.  credit- 
rating  agencies  of  some  of  Japan's  sovereign  debt.  Each 
negative  seems  to  be  constantly  emphasized,  contributing 
to  the  general  malaise.  Despite  the  many  favorable  signs  of 
the  country's  fundamental  strength,  such  as  Canon's  con- 
tinued record  of  remarkable  growth  and  innovation, 
Japan  could  talk  and  think  itself  into  a  continued  down- 
ward spiral  that  could  delay,  but  not  destroy,  its  ultimate 
recovery.  Indeed,  one  industrialist  summed  up  Japan's 
trouble  for  us  in  two  words,  "consensus"  and  "malaise." 

Of  Prime  Importance 

Our  very  able  and  popular  ambassador,  former  House 
Speaker  Tom  Foley — who,  incidentally,  is  in  the  optimists' 
camp — brought  up  the  need  for  the  U.S.  and  Japan  to 
finalize  the  details  of  our  security  relationship.  We  have 
renewed  our  security  alliance,  but  the  specifics— definitions 
and  areas  to  be  covered  by  the  U.S.  and  those  to  be  cov- 
ered by  Japan's  forces — need  to  be  spelled  out.  This  has 
been  delayed  for  fear  of  riling  China,  which  seems  to  regard 
the  U.S. -Japan  defensive  alliance  as  a  threat  to  China. 

We  need  to  seal  this  alliance  with  guidelines;  we  do 
not  need  to  reach  a  consensus  with  China.  A  successful 
defensive  alliance  requires  defense  when  and  where  the 
situation  calls  for  it — not  just  within  boundary  lines 
acceptable  to  the  Chinese.  m 
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Imagine  your  child  is  highly  allergic  to  certain  medications.  But 
you're  both  seriously  injured  in  an  accident,  and  the  hospital  is 
about  to  give  her  an  injection  that  could  prove  deadly.  Now 

imagine  you're  carrying  a  smart  card  encoded  with  all  her  critical 
medical  information.  The  hospital  scans  the  card  and  she's  out 
of  danger.  I  know  this  because  I  helped  design  the  reliable 
connectors  that  are  reading  medical  smart  cards  in  Germany 
right  now.  If  we're  lucky,  they'll  be  everywhere  before  long. 
And  so  will  my  connectors." 


Leroy  Magana, 

Product  Design  Engineer, 

Santa  Ana,  California 


ITT  INDUSTRIES'  PROPRIETARY  LANDING  MECHANISM  FOR  SMART  CARD  CONNECTORS  REDUCED  THE 
NUMBER  OF  COMPONENTS  AND  USED  TAGUCHI  ANALYSIS  TO  OPTIMIZE  THE  ROBUSTNESS  OF  EACH  UNIT. 
IN  ADDITION,  AN  ALLOY  OF  PRECIOUS  METAL  IS  ROLLED  ONTO  THE  BASE  METAL  AND  HEAT  TREATED  FOR 
RELIABLE  CONNECTIVITY  THAT  LASTS  10X  LONGER  THAN  TRADITIONAL  GOLD  PLATING. 


EVERY  YEAR,  WE  PROVIDE 
CONNECTORS  FOR  MORE  THAN 
50  MILLION  NEW  CELL  PHONES 


PUMPS  ENGINEERED  B 
INDUSTRIES  ARE  AT  WORK 
PROTECTING  MANY  OF  Tl  If  WORLD'S 
BEACHES  AGAINST  ERO 


V 

^  ITT  Industries 

Engineered  for  life 


Digital  rales 

Technology  and  the  new  economy 


By  Rich  Karlgaard,  Publisher 
publisher@forbcs.com 


ELECTION  '98- 

SOMETIMES  VOL'  GET  A  SHARPER  LOOK  at  things  when  you 
step  back.  Take  the  recent  election.  Democrats  did  well, 
signaling  a  mild  turn  to  the  left,  quite  like  that  seen  in 
England  a  year  ago  and  in  Germany  this  fall.  But  step 
back  for  a  broader  view,  and  you  see  a  Democratic  party 
in  rapid  retreat  over  the  last  20  years.  This  election's  five- 
seat  gain  in  the  House  is  merely  a  small  blip. 

Keep  stepping  back,  and  the  picture  changes  again. 
The  half-century  view — the  one  we  often  miss — reveals  a 
huge  political  and  social  shift. 

In  the  1950s,  when  I  was  born,  the  organizing  principle 
known  as  "command-and-control"  was  shot  through 
every  aspect  of  American  life.  Not  just  in  the  military, 
which  gave  us  the  phrase,  but  everywhere.  The  three  tele- 
vision networks  had  a  90%  market  share;  studios  told  us 
what  to  watch  and  when — we  did,  too!  William  Whyte 
wrote  a  bestseller,  1J)e  Organization  Man;  it  told  us  to  shut 
up  and  conform — we  did  that,  too!  Entrepreneurs  were 
about  as  welcome  as  space  aliens.  AT&T  prosecuted  and 
bankrupted  a  little  company  called  Hush-A-Phone  that 
had  made  a  hollow  metal  cup  to  be  attached  to  the  mouth- 
piece of  your  phone.  You  spoke  into  it,  and  it  hushed  your 
voke.  Nice  idea,  but  ...  it  was  illejjaHn  the  1950s  to  sell 
such  an  attachment!  So  Hush-A-Phone  lost  its  battle  with 
AT&T  and  expired.  Nobody  protested.  Oh  yes — one  more 
thing  about  the  1950s:  The  top  income  tax  rate  was  91%. 

Then  came  a  shock  and  blow  to  American  pride: 
Sputnik  I.  On  Oct.  4,  1957,  a  primitive,  100-pound  metal 
ball  was  sent  hurtling  into  orbit  around  Earth,  beeping 
back  radio  signals  like  taunts.  All  of  a  sudden,  Nikita 
Khruschev's  words  from  the  previous  year — "We  will  bury 
you" — echoed  grimly.  Sputnik  reminded  us  that  the  Soviets 
had  an  advantage  in  the  command-and-control  game. 
They  could  crush  dissent;  we  couldn't.  James  Burnham,  a 
writer  for  National  Review,  saw  the  writing  on  the  wall.  He 
confided  to  his  editor,  William  F.  Buckley  Jr.,  that 
American  democracy'  was  headed  for  history's  trashheap. 

Orwell  Undone 

With  hindsight,  we  now  see  that  1957  was  the  apogee 
of  command-and-control.  In  short  order  American  tech- 
nology blew  out  its  underpinnings  and  ushered  in  an  age 
of  decentralization  and  a  broadly  libertarian  polity.  The 
first  shot:  the  silicon  chip.  In  1959  Robert  Noyce  of 


-A  LONG  VIEW 

Fairchild  Semiconductor  and  Jack  Kilby  of  Texas 
Instruments  each  invented  the  integrated  circuit,  etching 
a  transistor  onto  a  two-dimensional  chip  of  silicon.  The 
chip  then  began  its  phenomenal  voyage  into  microscop- 
ic geometries,  the  effect  of  which  has  been  to  double  its 
speed  every  12  to  18  months. 

The  first  geostationary  communications  satellite  went 
up  in  1960,  changing  global  capital  markets  instantly.  As 
the  years  passed,  many  hundreds  of  satellites  went  up. 
Soon,  enslaved  people  everywhere  were  given  a  window 
on  the  West,  with  (God  help  us)  such  shows  as  "Dallas." 
Once  the  proletariat  was  introduced  to  swimming  pools 
and  steaks,  there  was  no  looking  back. 

The  writer  George  Orwell  thought  radio  and  TV  were 
tools  that  aided  dictators,  not  democrats.  He  was  right — 
at  first,  anyway.  Here's  why:  Radio  and  TV  are  one-way 
media;  words  and  images  are  broadcast  from  the  top  to 
the  masses.  Nobody  used  radio  as  well  as  Joseph 
Goebbels,  not  even  such  masters  as  Winston  Churchill 
and  FDR.  But  satellites  soon  created  multiple  channels 
beyond  the  dictators'  reach.  Then  came  the  fax  machine 
and  the  computer — two-way  channels  for  rebels  and  dis- 
senters, not  propagandists. 

Now  the  Market  Rules 

The  parallel  development,  in  the  business  world,  is  the 
rise  of  consumer  power.  Few  vendors  today  would  dare  dic- 
tate choice  and  terms  to  consumers.  That  only  invites  clever 
entrepreneurs,  who,  emboldened  by  mountains  of  venture 
and  angel  capital,  are  only  too  eager  to  jump  on  the 
Internet  and  attack  the  cartel  or  monopoly — often  to  stun- 
ning effect.  (Who  could  have  foreseen  $14.95  stock  trades?) 

Consumerism  has  come  to  rule  in  politics,  too.  People 
want  choice.  Communications  technology  lets  people 
see  that  they  have  choices.  Most  people  who  see  their 
choices  will  want  to  freely  exercise  them.  For  instance, 
because  an  entrepreneur  can  choose  where  to  locate  a 
business,  states  and  cities  now  must  compete  to  offer 
favorable  tax  and  regulatory  laws.  Because  investor  dol- 
lars now  roam  the  planet  at  the  speed  of  light,  central 
bankers  can't  fool  around  with  money  supplies  the  way 
they  used  to.  The  stock  market — collectively,  us — keeps 
even  the  Clinton  Administration  near  the  political  center. 

Reason  for  optimism,  in  my  book.  Bl 
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Luxury  and  performance  come  together  like  never  before. 
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.  <5>1998Aatra  Division  of  American  Honda  Motor 
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PERFORMANCE  I 
3.2-Liter,  225-Horsepower  VTEC  V-6  Engine 
4-Speed  Automatic  With  SportShift  Transmission 

4-Wheel  Double-Wishbone  Suspension  I 

Speed-Sensitive  Power  Steering  j 

Anti-Lock  Braking  System  (ABS)  * 

Traction  Control  System  j 


Introducing  the  new  AcuraTL 
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■/  ft ,  m   Moii  on  iairBtgrni  dn  uum  rhsten  youi  wat  Ml  For  more  information  on  the  new  Aetna  II.,  call  I  iton  TO  ACUUA  m  visit  t 


LUXURY 

Acura  Satellite-Linked  Navigation  System" 
Hand-Selected,  Leather-Appointed  Interior 
Custom-Engineered  Bose"  CD  Audio  System 
Steering  Wheel-Mounted  Audio  Controls 
Power  Moonroof  With  Tilt  Feature 
Luxuriously  Equipped  for  $29,950 


®ACURA 


Help  build  and  protect 

your  assets  with 
one  powerful  solution. 

Prudential  Variable  Universal  Life  Insurance 

Get  to  know  Prudential  Variable  Universal  Life  (VUL).  It's  the  policy  that  offers 
Rock  Solid®  life  insurance  protection  for  your  loved  ones — plus  the  potential  benefits  of 
a  cash  value  build-up — and  many  other  features  you'll  appreciate  time  and  time  again. 


VULnowOVo/,ab,e 
in  * a«e  a"»oonts  as 

\o*as  $  Ktyooo1. 


•  Choose  from 
a  variety  of 
investment  options 
managed  by 
Prudential  and 
other  leading 
fund  companies, 
including 

American  Century, 
T.  Rowe  Price, 
Janus,  AIM 

and  MFS. 

•  Potential  to 
build  wealth 
tax-deferred. 

•"  Borrow  from  your 
cash  values.* 


You  take  charge  of 
how  your  money  is 
invested.  VUL  lets  you 
direct  your  policy's  growth 
potential.  You  choose  among 
15  investment  options — plus  a  fixed 
rate  option — and  any  earnings  grow 
tax-deferred.  And  as  market  conditions 
or  your  objectives  change,  you  can 
transfer  funds  up  to  12  times  a  year 
with  no  charges  or  taxes. 

It  helps  you  build  tax- 
deferred  cash  values. 

VUL  goes  beyond  death  benefit 
protection.  It  lets  you  access 
any  cash  value  built  through  loans  and 
withdrawals!  That's  money  you  can  use 
for  college  funding,  supplementing 
retirement,  or  other  vital  needs. 


Get  the  benefit  of 
a  flexible  payment 
schedule.  After  you  pay 
your  initial  premium,  you 
decide  how  much  and  when 

you'll  pay  your  premiums — 


and  where  you  want  the  net  premium 
dollars  invested.  You  can  even  change  the 
death  benefit  option — it's  up  to  you. 

If  you're  ever  disabled, 
VUL  can  make  your 
life  easier.  VULs  Insured 
Disability  Benefit  option 
pays  a  portion  of  premiums 
for  as  long  as  the  insured's 
qualified  disability  lasts.  This  helps 
make  sure  your  coverage  is  secure, 
even  when  your  income  isn't. 


Call  to  find  out  more. 

We'll  send  you  our  free  brochure 
Variable  Universal  Life — 
Life  The  Way  You  Want  It 
To  Be,  and  a  Prudential 
representative  will  help  you 
learn  how  to  put  VUL  to 
work  for  your  needs. 


1-800-THE-ROCK 

ext.  1312 
www.prudential.com 


(fey  Prudential 

Insurance 


'Withdrawals  and  loans  will  affect  policy  values  and  death  benefit,  and  may  have  tax  consequences.  **Of  course,  your  policy  values  must  be 

sufficient  to  keep  your  policy  from  lapsing.  Variable  Universal  Life  is  issued  by  Pruco  Life  Insurance  Company,  213  Washington  Street,  Newark, 

NJ  07102-2992,  and  offered  through  Pruco  Securities  Corporation,  751   Broad  Street,  Newark,  NJ  07102-3777,  both  subsidiaries  of 

The  Prudential  Insurance  Company  of  America.  Not  currently  available  in  New  York.    Please  call  for  a  free  prospectus  containing  more  complete 

[information  including  all  charges  and  expenses.  Please  read  the  prospectus  carefully  before  you  send  money.    MRA-1  998-A03358  1 
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"to  see  a  world  in  a  grain  of  sand. .."/Edited  by  Ben  Pappas 

Writers  for  sale 


BY  ASHLU  EBEUN6 


Before  he  got  his  break,  F.  Scott 
Fitzgerald  wrote  ad  copy  to  pay  rent 
while  he  dreamed  of  someday  read- 
ing his  stories  in  a  literary  maga- 
zine. Times  have  changed.  Flip 
through  a  recent  New  Yorker — 
there's  a  short,  short  story  by 
the  hot,  bestselling  author  John 
Irving.  After  years  of  backbreak- 
ing  work  churning  out  novels, 
Irving's  finally  made  it  to  writ- 
ing ad  copy:  The  story  is  an 
ad  for  Absolut 
vodka. 

Previous  ads  for 
Absolut  have 

already  featured 
the  well-turned 
sentences  of  high- 
brow scribes  like 
Doug  Coupland 
and  Julia  Alvarez. 
Arthur  (Memoirs 
of  a  Geisha) 
Golden  is  flexing 
his  digits  for  a 
January  outing 
on       behalf       of 


Absolut.  Meanwhile,  ritzy  Italian  jeweler 
Bulgari  has  engaged  the  wicked  pen  of 
Candace  Bushnell,  author  of  Sex  in  the  City, 
and  others. 

"The  growth  of  interest  in  the  arts,  opera 
and  things  literary  is  very  strong,"  says  David 
Carey,  publisher  of  The  New  Yorker.  "That 
companies  are  using  literary  figures  to  help 
advertise  their  products  fits  right  in." 

If  the  writers  are  a  bit  embarrassed  about 
playing  the  shill  game,  the  emoluments 
assuage  it.  Absolut  pays  between  $25,000 
and  $50,000  to  get  writers  to  produce  sen- 
tences like  this  one  from  Irving's  opus:  "She 
was  a  German  girl  who  drank  Absolut, 
straight  out  of  the  freezer,  while  she  over- 
heated herself  in  his  shower  at  the  Hotel 
Jerome." 

The  Bulgari  deal  is  a  little  different.  Writers 
get  only  $5,000  a  pop,  but  they  don't  have  to 
use  the  product's  brand  name  in  their  mus- 
ings. They  must  also  give  a  reading  in  the  new 
cafe  in  Bulgari's  Fifth  Avenue  store.  Novelist 
Ntozake  Shange  read  her  racy  piece  about  silk 
to  more  than  100  Bulgari  customers  in  Octo- 
ber. Not  a  mention  of  Bulgari,  but  then  all 
that  talk  of  silk  may  have  encouraged  listeners 
to  indulge  themselves  in  luxury. 


Zen  and  the  art  of  shut-eye  maintenance 


During  a 
meditation 
session 
Mcintosh 
conjured  up 
the  idea 
for  a  New  Age 
alarm  clock. 


NOTHING  would  appear  more  incompatible 
than  the  serene  rhythms  of  a  Zen  monastery  and 
the  rude  bleat  from  an  alarm  clock  calling  salary- 
men  the  world  over  to  another  working  day.  But 
this,  in  case  you  forgot,  is  America.  And  so  you 
can  now  purchase  something  called  the  Zen 
Alarm  Clock. 

Stephen  Mcintosh  was  working 
for  an  herbal  tea  company  in 
the  early  1990s  when  he  first 
realized  the  vast  money 
spinning  potential  of  the 
New   Age    movement. 
While  meditating  with  a 
friend  Mcintosh  con- 
jured  the   idea   for   a 
New  Age  alarm  clock. 
Zen  meditation  often 
commences  with  the  soft 
striking  of  a  chime.  "I 
thought,  that  would  make 
a    great    alarm    clock," 
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recalls  Mcintosh,  whose  entrepreneurial  spirit 
apparently  never  sleeps  or  even  dozes. 

The  Zen  Alarm  Clock  was  born  in  1996. 

The  computerized  clock  gradually  increases  the 

frequency  of  its  chime  over  a  ten-minute 

period.  Mcintosh  says  this  method  preserves 

the  brain's  alpha  state,  making  it 

easier  to  recall  dreams,  which, 

as  everyone  knows,  are  a 

"meaningful    source    of 

wisdom  and  guidance." 

More    to    the    point, 

sales  hit  $1.5  million 

last  year. 

This  fall  Mcintosh 
is    rolling    out    his 
second   model,   the 
Affirmation  Station, 
which  will  replace  the 
chime    with    a    pre- 
recorded   message    of 
affirmation. Om.  -B.P.  WM 
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The  Forbes/Bridge  Economic  Forecast 

Edited  by  Shlomo  Z.  Reifman 
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HE  U.S.  ECONOMY 


Actual 

last  year  latest 


1998  est 
high 


4-wk 
—  %chg 
low      in  mean 


Automobile  sales '(mil) 

15.5 

15.7*oct 

15.0 

15.7 

12.0 

0.1 

Capacity  utilization  (%) 

83.3 

81.1   sept 

81.7 

82.5 

81.0 

0.3 

New  housing  starts2  (thou) 

1,475 

1,576*sePt 

1,543 

1,610 

1,450 

0.1 

Retail  sales  ($bil) 

2,552 

2.648  sept 

2,495 

2,693 

2,300 

9.3 

Trade  balance  (sbn) 

-110.7 

-147.6*a"g 

-201.0 

-120.0 

-252.0 

0.5 

Unemployment  rate  (%) 

4.7 

4.6  oct 

4.6 

5.0 

4.2 

0.2 

Gross  domestic  product  (%) 

3.9 

3.3  3rd  qtr 

3.1 

3.6 

2.5 

1.5 

Vnflation 

CPI  services  (unadjusted)  (%) 

2.7 

2.7  sept 

2.6 

3.1 

2.2 

-1.0 

. CPI: total  {unadjusted! .(%). 
VNTEREST  RATES 


1.7 


1.5  sept 


1.6 


1.9 


1.4       -3.6 


30-year  Treasuryjield  (%) 

5.92 

5.36 

5.25 

6.00 

4.75 

-2.0 

3-month  Treasury  yield  (%) 

5.35 

4.56 

4.68 

5.42 

3.85 

-4.8 

(Prices 

CRB-Bridge  spot  indexes 

271.81 

248.49 

243.33 

270 

210 

0.7 

Gold  per  troy  ounce  ($) 

288.80 

292.80 

281.67 

295 

255 

0.2 

Oil/bbl  W  Texas  Intermediate  ($) 

17.63 

13.86 

15.80 

18 

13 

0.3 

Currency 

German  marks  per  dollar 

1.80 

1.67 

1.72 

1.85 

1.61 

-2.0 

Yen  per  dollar 

130 

119 

132 

160 

115 

-3.8 

^jjjEDERAL  FUNDS  WATCH  Next  Federal  Reserve  meeting:  Nov.  17, 1998 
Current  rate:  5.00%  Last  action:  Oct.  15, 1998     -25  basis  points 

Likelihood  of  shift  in  interest  rates  in  the  next  90  days  by  the  Federal  Reserve 


Very  likely 


Possibility  of  decrease  or  increase 


Very  unlikely 


INDEX (i967=ioo)   Current:  301.5t  Previous:  301.2t 


+0.1% 


CLOSEUP 

$4,200 


Estimates  are  contributed  by  leading  economists,  who  are 
surveyed  biweekly  by  Bridge  Information  Systems  and 
Forbes  magazine.  Consensus  forecasts  as  of  11/5/98. 


Service  companies  created  154,000 
new  jobs  in  October  while  52,000  fac- 
tory jobs  were  lost.  This  trend  may 
continue:  the  National  Association  of 
Purchasing  Managers'  October  survey 
.shows  a  Purchasing  Managers'  Index 
(pmi)  for  services  of  53.5%,  a  level 
indicative  of  continued  expansion, 
while  the  pmi  index  for  the  manufac- 
turing sector  was  48.3%,  the  fifth  con- 
secutive month  below  the  50%  level. 
(A  reading  below  50  often  signals  eco- 
nomic contraction  in  that  sector.) 

James  Barkocy,  U.S.  economist  at 
Brown  Brothers  Harriman,  thinks  the 
strength  of  the  service  sector  will  keep 
the  economy  out  of  recession  next 
year;  he  expects  2%  growth  in  gross 
domestic  product  (The  FoRBES/Bridge 
current  year  consensus  forecast:  3.1%). 

SPECIAL  FOCUS 


30-year  Treasury  bond  yields 


DJ     FMAMJ     JASON 

Yields  on  30-year  U.S.  Treasury 
bonds  hit  4.72%  in  October,  their 
lowest  in  more  than  20  years.  They 
have  since  recovered  to  5.36%,  but 
FoRBES/Bridge  survey  economists 
think  that  yields  will  slip  a  bit— down 
to  5.25%— by  the  end  of  1998. 


0N0J  FMAMJ  JAS 


Personal  Income 

($bil.  seasonally  adjusted) 


Current 
$4,189.0 


Previous 
$4,183.7 


Change 
0.1% 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  eight  equally  weighted 
elements:  the  cost  of  services  relative  to  all 
consumer  prices,  the  level  of  new  orders  for 
durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new 
housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales 
and  total  consumer  installment  credit. 


Our  Web  site,  www.forbes.com,  has  daily 
updates  on  economic  estimates  and  detailed 
information  on  Forbes  Index  components. 


'Twelve  months.  'Autos,  light  and  heavy  trucks,  including  imports.  'Total  single  and  multiple  family,  seasonally  adjusted.  'Excluding  auto  sales,  annualized  and  seasonally  adjusted. 
'  Total  goods  and  services,  annualized  and  seasonally  adjusted.  'Percent  of  civilian  labor  force.  "Quarter-to-quarter  percent  change,  annualized.  Source:  Bridge  Information  Systems  Inc. 
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Take  25%  Off 


Any  purchase 


Go  to:  www.egift.com 


At  www.egift.com  you'll  find  everything  from  jewelry,  gourmet  food  and 
crystal  to  flowers,  toys  and  cool  gadgets  -  all  gift-packaged  and  ready 
to  be  shipped  worldwide  via  Federal  Express™. 

Questions?  Our  gift  finder  can  help  you  pick  the  right  gift  for  anyone,  or 
if  you  prefer,  one  of  our  gift  experts  can  take  your  call  24  hours  a  day. 
So  shop  online  and  save.  Now  through  November  29, 1998. 

Orders  placed  by  9pm  EST  can  be  delivered  early  the  next  day.* 


Great  gifts  for  everyone. 
starting  with  you. 


w 


6 


AOL  Keyword:  egift    Toll  Free:  1  -877-344-3848 


*0n  most  items 

Copyright  ©  1998  egifl'"  —  A  CyberShop  Company.   NASDAQ  (CYSP)  All  Righls  Reserved. 
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Ready  to  trash  your 
PC  for  an  "information  appliance"? 
Brian  Halla  of  troubled  National 
Semiconductor  has  bet  $2  billion 
that  you  soon  will. 

Deus  ex 
machina 


By  Seth  Lubove 

To  see  the  future  as  envisioned  by  National 
Semiconductor  Corp.'s  Brian  Halla,  check  out  a 
videotape  the  company  produced  soon  after 
Halla  replaced  Gil  Amelio  as  chief  executive 
officer  in  1996.  In  the  fictional  tale,  an  office 
drone  is  zapped  to  the  future,  when  computers  become 
ubiquitous  flat-screen  communications  devices  and  nary 
a  desktop  PC  is  in  sight.  He  now  works  from  home,  and 
his  refrigerator's  computer  automatically  adds  to  a  gro- 
cery list  when  the  milk  gets  low.  Another  screen  brings 
up  a  videoconference,  updates  his  portfolio  and  reminds 
him  to  pick  up  his  mother-in-law  at  the  airport.  Sensors 
bleat  when  the  baby  gets  too  close  to  a  glass  vase. 

National's  stock  in  this  fantasy  world  is  $95 — after  a 
split.  All  of  this  made  possible  by  the  company's  break- 
through "PC-on-a-chip,"  and  by  "information  appli- 
ances" and  consumer  rebellion  against  complicated  PCs. 
And  just  when  was  all  of  this  envisioned  to  happen? 
The  year  2000 — not  very  far  off,  at  all. 

Now  back  to  reality:  National  Semiconductor's 
stock — which  hasn't  split — recently  stumbled  to  a  new 
five-year  low  of  $7.44,  driven  down  in  large  part  by  self- 
inflicted  woes.  Analysts  expect  the  company  to  lose  at 
least  $270  million  in  the  current  fiscal 
year,  and  most  don't  see  it  breaking  even 
until  at  least  fiscal  2000.  Its  much-hailed 
PC-on-a-chip  won't  be  out  until  next  June 
at  the  earliest,  and  the  company  doesn't 
yet  have  its  first  order. 

Yet  the  bearded  Halla  has  bet  $2  billion 
of  his  shareholders'  money — and  the 
future  of  one  of  Silicon  Valley's  pioneer 
companies — that  his  fantasy  will  come 
true.  Talking  to  Halla  is  like  entering  a 
parallel  universe,  where  PCs  are  dinosaurs 
and  Intel  is  a  has-been.  "We  know,  in  the 
age  of  the  information  appliance,  you'll  be 
surrounded  by  [non-PC  computers],"  he 
declares  giddily,  bounding  around  a  con- 
ference room.  "In  airplane  scats.  On  the 
dashboard  of  your  car.  You'll  have  flat  pan- 
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Halla's  information 
appliance  strategy 
depends  on  a  market 
that  barely  exists. 
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els  on  every  wall  in  the  house.  They'll  be  pic-    i 
tures  when  they're  not  being  used." 

His  favorite  analog}'  is  the  electric  motor.  ! 
When  it  was  first  introduced,  people  thought 
the  bulky  contraption  would  be  a  stand-alone 
device  that  would  run  several  tasks  using  . 
adapters  and  accessories,  similar  to  how  today's 
PCs  handle  faxes,  E-mails  and  video.  But  motors 
shrunk  to  the  point  where  they  fit  into  today's 
appliances — blenders,  electric  toothbrushes, 
vcrs,  power  tools. 

If  Halla  is  right  and  PCs  go  the  same  route, 
National   ($2   billion  in  expected  fiscal   1999 
sales)  might  stand  to  win  big.  At  the  very  least,   i 
it  would  have  a  shot  at  challenging  Intel  on 
entirely  new  turf. 

With    his    feet    back    on    the    ground    in   I 

Forbes  ■  November  30,  1998    ! 


«■ 


National's  Halla:  Computers 
should  be  mobile,  like  motors. 


National's  Santa 
Clara  headquarters, 
Halla  is  grappling 
with  some  very 
earthbound  prob- 
lems. His  compa- 
ny's stock  trades  at 
just  barely  over  its 
book  value.  Intel 
trades  at  a  nose- 
bleed eight  times 
book,  and  high- 
powered  desk- 
bound computers 
are  still  ubiquitous. 
But  Halla  is 
nothing  if  not  con- 
fident. Practicing 
what  he  preaches, 
Halla  is  replacing 
most  of  his  compa- 
ny's 7,000  Pes  with 
flat-screen  termi- 
nals hooked  up  to  a 
few  central  servers. 
If  only  it  were  as 
easy  to  revive  the 
^/      place  as  rewire  it. 

Halla's  dream  of 
i  ^H      the        PC-on-a  chip 

I  started  at  his  former 

^L  job  as  an  executive 

^^k  vice  president  at  LSI 

^^A  Logic  Corp.,  where 

^^^L  he      oversaw      the 

^^^V  development  of  the 

^^B  $150    chip    at    the 

^^^B  heart   of  the    Sony 

^^^r  Playstation.  The  chip 

achieved  '  advanced 
3-D  graphics  at  slow 
speeds  and  low 
power  by  cramming 
several  functions  onto  a  single  piece  of  silicon.  Trying  to  do 
the  same  at  National  has  proved  troublesome  so  far. 

Until  last  year  the  company  specialized  in  analog 
chips,  the  unglamorous  processors  that  convert  external 
commands — from  your  keyboard,  the  mouse,  voices — 
and  other  stimuli  for  the  benefit  of  digital  microproces- 
sors, Intel's  specialty.  To  realize  his  dream  of  a  PC-on-a- 
chip,  Halla  paid  $550  million  in  July  1997  for  Cyrix 
Corp.,  a  moneylosing  also-ran  in  digital  microprocessors 
to  Intel  and  Advanced  Micro  Devices.  Cyrix  was  "a 
flower  that  needed  fertilization,"  admits  Mark  Levi,  a 
marketing  vice  president  in  National's  analog  division. 

Smallish  Cyrix  contracted  out  its  manufacturing  to 
IBM.  Yet  National's  own  fabrication  plants — already 
underused  from  the  loss  of  a  $140  million  yearly  contract 
with  3Com — were  running  at  less  than  half  of  capacity. 
That  clobbered  National's  operating  margins  just  when 


Halla  had  spent  $730  million  on  a  new  plant:  down  by 
two-thirds  in  the  last  quarter,  to  less  than  12%,  in  con- 
trast to  Intel's  normal  operating  margins  of  over  40%. 

"What  happened  to  the  revenues  and  the  profits?  The 
downturn  of  this  company  started  right  about  the  time 
we  brought  Cyrix  into  the  fold.  Is  that  a  bad  idea,  a  bad 
move?"  Halla  bluntly  wondered  aloud  at  the  annual 
meeting  in  September.  The  same  month,  National  elect- 
ed to  pay  IBM  $55  million  to  cancel  the  manufacturing 


Cheapie  PC  sales 

are  on  the 

rise 
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PC  Price 

1998(e) 

1999(e) 

2000(e) 

2001(e) 

2002(e) 

$1  to  999 

5.63 

7.80 

10.24 

13.07 

15.34 

$1,000  to  1,499 

7.18 

9.03 

11.01 

13.48 

14.42 

$1,500  to  1,999 

7.03 

7.15 

6.96 

6.47 

6.45 

$2,000  to  2,499 

5.16 

4.50 

3.70 

2.35 

2.25 

$2,500  to  2,999 

2.13 

1.90 

1.64 

1.34 

1.40 

$3,000  to  9,999 

1.44 

1.58 

1.76 

1.98 

2.27 

Total 

28.57 

31.96 

35.31 

38.73 

42.13 

Unit  shipments  in  millions 

e:  Estimate. 

Source:  International  Data  Corp. 

When  low-end  PCs  outsell  all  others,  the  PC-on-a-chip  will  be 
the  next  step,  Halla  says.  He's  bet  $2  billion  on  the  theory. 

...  but  National's  profits  are  still  falling 
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"What  happened  to  the  revenues  and  the  profits?"  Halla 
wondered  aloud  at  the  annual  meeting.  Good  question. 

deal  and  bring  Cyrix's  production  in  house. 

National's  loss  of  the  3Com  order  for  chipsets  for  local 
area  networks  decimated  a  niche  business  where  it  once 
commanded  an  Intel-like  70%  share.  To  remedy  this, 
Halla  spent  an  additional  $122  million  last  April  to 
acquire  ComCore  Semiconductor,  which  brings 
advanced  digital  networking  designs.  Add  up  the  deba- 
cles and  the  $2  billion  Halla  has  spent  on  acquisitions 
and  restructurings,  and  National  seems  unlikely  to  get 
back  into  the  black  until  fiscal  2000  or  thereafter. 

Anticipating  his  shareholders'  wrath  at  the  annual 
meeting,  Halla  stood  up  and  asked  himself  other  hardball 
questions  that  he  knew  would  be  asked  anyway:  "Why 
did  we  choose  to  take  on  Intel?  Is  your  strategy  flawed?" 
In  short,  he  answered,  he's  sticking  to  his  guns.  At  the 
end,  only  three  hands  went  up,  with  one  oldster  asking 
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to  dump  the  auditors. 

Halla  isn't  the  first  guy  to  forecast 
the  PC's  demise.  Remember  the  net- 
work computer  promoted  by 
Oracle's  Larry  Ellison?  That  fizzled 
when  PC  prices  dropped.  But  Halla's 
vision  is  different — he  doesn't  expect 
you  to  be  tethered  to  a  box  with  a 
far-off  "brain."  His  devices  will  carry 
their  PCs  around. 

He  points  to  a  beltlike  "wearable 
PC"  contraption  made  by  Northfield, 
Minn. -based  ViA  Inc.  that  uses  a 
Cyrix  x86  microprocessor. 

Acknowledging  that  he  "giggled" 
when  he  first  heard  of  the  gizmo — 
"nerd  alert!" — Halla  now  sees  it  as  a 
classic  case  of  an  information  appli- 
ance that  looks  nothing  like  a  PC. 
Starbucks  is  testing  the  device  as  a 
way  to  cut  lines  in  its  coffee  shops.  A 
clerk  asks  customers  waiting  in  line 
for  their  orders,  then  repeats  them 
into  the  headset.  The  computer  con- 
verts the  voice  commands  and  sends 
the  order  to  a  display  so  that  the 
order  is  ready  by  the  time  the  cus- 
tomer arrives  at  the  cash  register. 

But  for  now,  Halla  points  to  the 
popularity  of  cheapie  PCs — now  at 
less  than  $1,000  and  dropping,  pro- 
viding a  growing  market  for  Cyrix 
chips — as  precursors  to  information 
appliances.  Shrink  down  the  micro- 
processor and  cram  more  functions 
onto  the  cheaper  chip,  and  pretty 
soon  you  have  fully  functioning  PCs 
that  can  be  installed  anywhere. 

Of  course,  Intel,  expected  to  hit 
$26  billion  in  sales  this  year,  isn't 
exactly  trembling  at  Halla's  hopes 
for  rendering  the  giant  rival  obso- 
lete. Intel  is  coining  money  supply- 
ing ever  more  powerful  and  faster 
chips  for  desktop  PCs  and  servers.  An 
Intel  spokesman  argues  that  even  in 
an  era  of  information  appliances, 
they  may  still  need  a  central  server, 
powered  by  Intel  chips.  Robert 
Herb,  AMD's  head  of  marketing, 
adds:  "Brian  is  leaping  to  assump- 
tions that  PCs  don't  evolve  .  .  .  into 
friendlier  devices." 

But  Brian  Halla  is  undaunted. 
"They've  been  in  denial,"  he  scoffs 
of  his  rivals.  "I  haven't  aggressively 
gone  after  Intel."  Yet.  He  is  betting 
big  that  his  fantasy  will  come  true;  in 
terms  of  putting  National  back  on 
track,  it  may  be  his  only  hope.      tM 


America's  satellite  television  leader 


didn't  turn  out  to  be  Rupert  Murdoch, 
but  humble  Eddy  Hartenstein. 

The  unlikely  mogul 


By  Robert  La  Franco 

When  Rupert  Murdoch 
bailed  out  as  a  partner  in 
Hughes'  proposed  satellite 
television  service  eight 
years  ago,  Eddy  W.  Hartenstein  kept 
his  eye  on  the  ball.  Ultimately,  from 
his  base  at  the  Hughes  Electronics 
subsidiary  of  General  Motors,  he 
developed  DirecTV  into  what  is  now 
the  fifth- biggest  pay  TV  provider  in  the 
country  and  the  preeminent  name  in 
pay-per-view.  His  satellite  dishes,  now 
used  by  4.2  million  subscribers,  are 
targeted  at  the  very  premium  audience 
that  Murdoch  likes  to  stake  out. 

Others — Murdoch  especially — have 
struggled  to  get  traction  in  the  "500- 
channel,"  I-want-it-all  market  of  the 
hungriest  U.S.  viewing  public.  But 
DirecTV  is  the  medium  of  choice.  To 
get  access  to  every  sports  event  and 

Winning  the  space  race 


the  latest  twists  in  video  and  audio 
entertainment,  you  gotta  get  the  dish. 

Yet  here's  Hartenstein,  48,  sitting  in 
his  El  Segundo,  Calif,  office  overlook- 
ing (and  overhearing)  the  landing  path 
at  Los  Angeles  International  Airport. 
His  own  TV  monitor  sits  neglected  by 
the  office  door,  connected  to  a  four- 
year-old  DirecTV  receiver.  Polyester 
couches  are  bracketed  by  tables  filled 
with  model  rockets — Hartenstein 
trained  in  aerospace-engineering  for 
his  first  job  at  Hughes  in  1972. 

"Media  mogul?  That  doesn't  fit  into 
my  vocabulary,"  Hartenstein  says.  A 
mammoth  mesh  sign  on  the  building 
touts  its  4-millionth  subscriber  to  pass- 
ing freeway  traffic,  but  the  company 
hardly  acts  like  it's  reshaping  showbiz. 
Yet  it  is  doing  just  that. 

"They  are  creating  an  entirely  new 


Last  year  Hughes  Electronics  sold  its  remaining  aerospace  and  defense  assets  to 
Raytheon,  making  it  the  world's  biggest  satellite-service  pure  play.  Today  the  compa- 
ny has  four  satellite  divisions  generating  $400  million  in  operating  profit  on  $6  billion 
in  revenue,  with  a  projected  annual  growth  rate  of  21%  through  2000.  While  the  satel- 
lite TV  services  are  as  yet  unprofitable,  they  are  the  fastest-growing  segments  of  the 
company,  with  revenues  expected  to  rise  35%  yearly  in  the  U.S.  and  by  triple-digit 
rates  abroad.  Here's  a  breakdown  of  the  Hughes  family: 


Revenue 


Operating  Income 


Hughes  Space  &  Communications  $2.7  billion  $236  million 

Satellite  manufacturing.  The  largest  bird-builder  in  the  world,  with  a  backlog  of  orders  for  37 

satellites  worth  $4.3  billion. 

DirecTV/Galaxy  Latin  America  $2.2  billion  -$602  million 

America's  largest  and  fastest -growing  direct-to-home  business,  with  new  services  in  Japan  (where 
it  faces  $418  million  in  startup  losses  this  year)  and  Latin  America.  Competition  delays  profitabili- 
ty, but  DirecTV  holds  the  leading  spot  in  three  world  markets. 

Hughes  Network  Systems  $1.1  billion  $86  million 

Private  satellite  networks.  When  a  Kmart  in  Kansas  City  sends  inventory  data  to  headquarters  in 

Michigan,  it  uses  a  Hughes  network.  Grown  from  $100  million  in  1987. 

PanAmSat  $756  million  $446  million 

The  world's  largest  fleet,  with  17  birds  covering  98%  of  the  globe.  Owned  72%  by  Hughes, 

PanAmSat  has  a  $7  billion  order  backlog  and  a  projected  growth  rate  of  28%  a  year. 

Investments 

A  37%  stake  in  America  Satellite  Corp.;  8%  stake  in  an  Indonesian  satellite  service,  Pasifik  Satelit 

Nusantara;  7%  stake  in  European  direct-broadcast  operator  VIA  Digital. 

Source:  Thomas  W.  Watts,  Merrill  Lynch  analyst. 
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Mogul?  What  mogul?  DirecTV's  Eddy  W.  Hartenstein,  basking  in  the  glow  of  185  channels 
Sprinting  ahead  of  Murdoch  and  Malone  in  the  race  for  gotta-have-it  television. 


model  for  television,"  says  Richard 
Melcombe,  a  television  producer  who 
is  making  action-adventure  series  for 
DirecTV'.  "I  was  with  Turner  when  he 
started  CNN  and  we  felt  like  we  were 
the  minor  leagues.  I'm  sure  at  DirecTV 
they  don't  realize  exactly  how  big  the 
business  they  are  building  will  be.  It  is 
the  hbo  of  the  1990s." 

He's  referring  to  the  specialness  of  a 
pay-per-view  environment  with  almost 
limitless  choices  for  the  consumer  and 
great  visibility  for  a  programmer.  In 
this  universe,  DirecTV  has  gotten 
ahead  not  only  of  Murdoch,  but  of 
John  Malone's  TCI,  the  nation's 
biggest  cable-television  operator.  In 
the  satellite  realm,  it's  cruising  com- 
fortably ahead  of  EchoStar's  scrappy 
visionary,  Charles  Ergen. 

"The  reason  we're  in  this  business  is 
because    Hughes   made   it   look   so 


easy,"  §ays  Ergen.  "Well,  it  isn't." 

To  date,  DirecTV  is  incomplete  as  a 
business.  It  expects  to  lose  $94  million 
on  $1.6  billion  revenues  this  year.  Sales 
and  programming  partnerships  limit 
the  upside,  while  startup  costs  are  high 
because  it  must  woo  consumers  with  an 
equipment  subsidy  now  up  to  $450. 
But  even  if  those  hardware  costs 
increase,  the  orbiting  infrastructure — 
which,  unlike  a  cable  operator's  wires, 
needs  little  maintenance — can  be  amor- 
tized over  more  users.  Merrill  Lynch 
analyst  Thomas  W.  Watts  sees  profit- 
ability in  2000,  with  an  operating  mar- 
gin (profit  after  depreciation,  but  be- 
fore interest  and  taxes)  of  11%  on  $2.7 
billion  revenues.  By  2002  that  margin 
_  could  be  24%.  Watts  sees  BSkyB,  Mur- 
doch's nine -year-old,  hugely  successful 
British  satellite  service,  operating  at  a 
27%  margin  in  2000,  EchoStar  at  10%. 


3       Investors  must  believe.   Shares  of 
§  gm's  Hughes  (see  box),  separately  trad- 
«  ed,  hit  a  high  of  $57  earlier  this  year 
before  settling  in  at  a  recent  $40. 

Hartenstein's  most  successful 
offering,  NFL  Sunday  Ticket,  gives  cus- 
tomers the  chance  to  see  every 
National  Football  League  game 
played  in  a  season  for  $159.  This  year 
close  to  700,000  customers  bought 
the  service,  with  profits  split  between 
the  NFL  and  DirecTV. 

Next  year  DirecTV  will  air  select  col- 
lege basketball  games  as  well  as  pay- 
per-view  repackaged  highlights  of  the 
Tonight  Show  Starring  Johnny  Carson, 
NBC's  Days  of  Our  Lives,  and 
Melcombe's  new  action  shows,  under 
the  banner  of  the  Action  Adventure 
Network.  And  although  DirecTV  gives 
up — in  the  case  of  college  basketball — 
as  much  as  80%  of  the  pay-per-view 
profit  stream,  it  benefits  by  using  the 
attractions  to  sell  more  subscriptions. 

DirecTV  has  gone  after  consumers 
who  want  specialty  programming. 
EchoStar,  which  competes  largely  on 
price,  is  fumbling  around  with  its 
attempt  to  offer  the  local  broadcast 
channels  that  DirecTV  does  not. 
DirecTV  users  need  a  cable  hookup  or 
a  land  antenna  for  those. 

Might  Hartenstein  be  outflanked 
by  new  technology  like  digital  broad- 
cast television?  Not  necessarily.  If  dig- 
ital TV  catches  on,  Hartenstein's  pitch 
will  be  this:  You're  going  to  need  a 
receiver  anyway,  so  why  not  get  the 
one  that  gives  you  the  most  channels? 
Digital  cable,  meanwhile,  is  rolling 
out  slowly,  and  even  when  the  rollout 
is  complete,  it  will  merely  be  compa- 
rable to  satellite  and  still  unable  to 
reach  30%  of  the  nation. 

In  fact,  75%  of  DirecTV's  cus- 
tomers have  access  to  cable  TV  but 
choose  the  satellite  instead.  Its  typi- 
cal consumer  is  male,  aged  18-49, 
with  an  income  of  $40,000  or  more. 
More  telling:  the  average  DirecTV 
customer  spends  $540  per  year  on 
the  service.  The  average  cable  cus- 
tomer spends  $411. 

If  he  wins  his  bet,  humble 
Hartenstein's  payoff  may  include  an 
upgrade  of  his  neglected  TV  setup, 
which  lacks  the  latest  onscreen-pro- 
gram guide  and  surround  sound.  Says 
he:  "Maybe  when  we  hit  profitability, 
I'll  spring  for  the  extras."  Hi 
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■■«inm;«  wish  there  were  more  small  jets  serving 
smaller  cities?  If  you  are  disappointed, 
blame  the  airline  pilots. 

Luddites  of  the  air 


By  Howard  Banks 


T 


I  he  hottest  market  in  aerospace 
today:  small  jets  that  seat  35  to 
70  and  profitably  serve  smaller 
cities  that  now  have  limited  ser- 
vice or  service  only  by  noisy  turbo- 
props.  A  bigger  potential  market  lies 
in  70-  to  90-seat  small  jets. 

Orders  for  the  30-  to  70-seaters  are 
pouring  in  to  planemakers:  Bom- 
bardier's Canadair  subsidiary  has  taken 
almost  200  orders  so  far  this  year,  and 
Brazil's  Embraer  more  than  100.  So 
why  have  the  two  major  planemakers, 
Boeing  and  Airbus  Industrie,  looked 
long  and  hard  at  the  under- 100-seat 
market  and  decided  not  to  bother?  Key 
reason:  a  concern  that  the  unions  that 
represent  pilots  for  the  big  airlines,  led 
by  the  Airline  Pilots  Association,  won't 
permit  these  litde  jets,  which  are  flown 
by  pilots  making  much  less  money 
than  big-jet  pilots,  to  encroach  on  big- 
airline  territory. 
ALPA's  leverage  comes  from  some- 


thing called  the 
scope  clause, 
ubiquitous  in 
the  contracts 
pilots  have  signed 
the  major  U.S.  carriers.  This 
scope  clause  blocks  any  of  the 
majors'  associated  regional  carriers — 
American's  American  Eagle,  United's 
United  Express,  Delta  and  Comair,  for 
instance — from  flying  jets  with  more 
than  70  seats. 

Variations  on  the  rule  get  even  more 
restrictive  than  this.  For  example,  Con- 
tinental's associated  regional  airlines 
are  limited  to  60  seats;  Continental 
Express  now  flies  50-seat  Embraers. 
Just  6%  of  United  Express'  jet  flying 
can  be  on  independent  routes  that  do 
not  feed  United  flights  at  its  main 
hubs.  US  Airways'  Express  operation 
is  capped  at  35  regional  jets  until  all 
US  Airways  pilots  are  off  furlough. 

One  outcome  of  the  pilots'  costly 


strike  at  Northwest,  settled  in  Septem- 
ber, is  that  the  airline's  regional  associ- 
ate, Northwest  Airlink,  is  limited  to  36 
regional  jets  of  up 
*  to  70  seats;  any 
added     over     that 
number  are  limited 
to  55  seats  and  can  g 
only     be      added  g 
when  the  carrier  3 
orders  additional 
large  jets. 

What  does 
the  flying  public 
want?  More  of  the 
small  jets.  Such  aircraft  could 
immensely  expand  the  number  of 
flights  to  and  from  medium-size  air- 
ports that  can't  economically  justify 
service  by  737s  and  Airbus  A320s.  But 
the  airlines  can't  make  these  little 
planes  pay  if  they  have  to  staff  them 
with  pilots  making  big  salaries  and 
benefits  (see  box). 

The  pilots'  unions  may  agree  to 
relax  the  scope  clause — but  only  at  a 
price.  As  demand  for  regional  jets 
expands,  even  within  the  70-seat  limit, 
each  extra  plane  to  be  added  above 
the  preset  number  will  present  an 
opportunity  for  a  union  to  extract  a 
boost  in  pay  or  benefits.  Try  to  add 
planes  above  70  seats  and  the  grab  will 
amount  to  a  stranglehold. 


INVEST   NG 


Burp 


By  Kelly  Barron 

Food  fads  make  mighty  good 
ipos— and  mighty  weak  earn- 
ings reports.  Since 
1995,  $4.4  billion 
in  equity  capital 
has  been  raised 
from  investors 
yearning  to  get  a 
piece  of  the  next  McDonald's. 
Herewith,  a  selection  of  the 
concept  stocks  in  the  restau- 
rant trade— and  the  indiges 
tion  they  have  given  buyers. 


Name 

Boston  Chicken 

Koo  Koo  Roo* 

Sales 

$643  mil 

$45  mil 

Earnings 

-$728  mil 

-$16  mil 

Same-store 

N/A 

4.2% 

Stock 

$0.81   -91% 

$0.88  -78% 

Didn't  have  Mom's  staying  power 

Superfast  growth  and  financial  souffle  gave 

Boston  Chicken  heartburn.  Chain  filed  for 

bankruptcy  in  October.  Koo  Koo  Roo  wooed 

a  buffed  California  crowd,  but  healthful  meals 

cost  a  lot  to  cook.  Chain  has  been  sold. 


New  York  Bagel  Enterprises*     Einstein/Noah  Bagel 
$10  mil  $286  mil 

-$13.6  mil  -$27  mil 

-14.9%  low  single-digit  incre. 

$0.47   -84%  $2.06  -74% 

Too  many  bagels,  too  little  time 

Manhattan  Bagel  is  bankrupt, 

and  Bruegger's  nearly  sank  the  company  tr 

acquired  it.  Life  is  tough  for  the  surviving 

public  companies,  too,  in  a  market  where 

the  cream  cheese  is  spread  too  thin. 


All  results  are  for  the  first  nine  months  of  1998  unless  otherwise  indicated.  Earnings  declines  are  from  the  year  prior.  Stock  percentages  represent  declines  from  52-week  highs.  *Re    t 
tResults  for  Blimpie  are  for  fiscal  1998;  sales  represent  franchise  fees. 
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Faced  with  this  kind  of  uncertain 
market,  the  planemakers  are  playing 
cautiously.  It  is  tough  to  contemplate 
investing  the  SI. 5  billion  needed  to 
develop  a  new  regional  jet,  especially 
since  70%  of  the  market  for  these 
planes  is  expected  to  be  in  the  scope 
clause  restricted  U.S. 

Among  the  makers  of  regional  jets, 
Mauricio  Botelho,  chief  executive  of 
Embraer,  has  made  it  clear  that  he 
has  no  intention  of  investing  to 
launch  a  new  70-  to  90-seat  regional 
jet  until  the  scope  clause  issue  has 
been  cleared  up.  Bombardier's 
Canadair  operation  has  stretched  its 
earlier  50-seat  regional  jet  to  68  seats, 
but  going  beyond  that  size  would 
require  it  to  launch  an  all-new  plane 
i  decision,  fall  1999). 

The  bravest  approach  is  being  taken 
b\  Fairchild  Dornier — the  result  of 
Fairchild's  merger  with  the  former 
Daimler-Benz  subsidiary  in  1997.  It  is 
the  last  into  the  regional  jet  market, 
and  bravery  is,  perhaps,  a  way  to  make 
its  mark.  Fairchild  Dornier  has 
launched  a  jet  version  of  its  35-seat 
328  regional  plane  that  will  enter  ser- 
vice in  2001;  it  plans  to  launch  a  70-  to 
90-seat  all-new  jet,  the  928,  to  enter 
service  in  2003  or  thereabouts.  Andy 
Jampoler  of  Fairchild  Dornier  explains: 
"It  will  take  us  some  time  after  2003 


Cloud  nine 

A  pilot's  job  at  a 
major  carrier  starts 
at  a  mere  $30,000  a 
vear,  but  grows  rapidly, 
typically  to  $80,000 
after  five  vears  and 
$145,000  after  ten. 
Too  captains  can  make 
$200,000.  The  benefits 
are  nice,  too.  After  30 
years  of  flying,  a  North- 
west Airlines  pilot  gets 
a  pension  of  60%  of 
final  pay,  plus  a  401(k) 
plan  to  which  the  air- 
line has  matched  3%  of 
contributions. 

A  pilot  aiming  for 
the  big  time  usually  has 
to  start  in  the  minor 
leagues — where  the  pay 
is  much  lower.  Pilots  at 
regional  carriers  typical- 
ly start  at  $12,000  to 
$15,000  a  year,  and 
even  a  top  regional  cap- 
tain will  get  no  more 


than  $70,000  after  12 
years.  And  even  that 
regional  airline  job  is 
available  only  to  some- 
one who  has  put  in  800 
to  1,000  hours  of  flying 
small  airplanes  for 
peanut  pay,  often  as  an 
instructor  or  as  pilot  of 
a  corporate  plane.  Mili- 
tary pilots  who  convert 
to  airline  flying — 
around  40%  of  new 
hires — get  to  build  up 
their  hours  at  taxpayer 
expense. 

A  pilot  making 
$145,000  doesn't  want 
to  be  competing  with 
one  making  $70,000. 
But  maybe  there's  a 
way  for  the  airlines  to 
make  expansion  of  the 
regional  jet  business 
less  threatening  to 
their  highest-paid 
pilots.  To  wit:  Advance 
the  argument  that 
small  jets  expand  the 


whole  market. 

Consider  Comair,  the 
largest  and  most  prof- 
itable regional  airline  in 
the  U.S.  Its  service 
between  Manchester, 
N.H.  and  Cincinnati, 
Ohio  started  with  a 
single  round-trip  flight 
using  a  Canadair 
regional  jet  and  within 
two  years  grew  to  four 
daily  flights  in  each 
direction.  Comair 
would  like  to  add  more 
flights  still.  Inevitably  at 
some  point  traffic  from 
Manchester  will  develop 
to  the  point  where  this 
route  will  require 
bigger  jets  from 
Comair's  main-line 
partner,  Delta,  adding 
work  for  its  big-jet 
pilots.  But  none  of  this 
demand  would  have 
emerged  without  a 
jump  start  from  a  small 
plane.  -H.B.  ■■ 


to  get  into  full-scale  production.  We 
hope  that  by  [then]  the  scope  clause 
problem  will  have  eased." 

It  will  be  a  big  market.  Boeing 
expects  the  world  demand  for  region- 
al jets  of  up  to  100  seats  to  total  3,500 
planes  by  2017.  At  prices  running 


from  $16  million  for  35-seaters  to  $25 
million  for  90  seats,  that  could  add  up 
to  a  $70  billion  opportunity. 

Common  sense  says  that  no  clause 
in  a  union  contract  can  hold  up  the 
tide  of  economic  progress  forever.  But 
it  can  hold  it  up  for  a  long  time.     H 


'lanet  Hollywood! 

Rainforest  Cafet 

Lone  Star  Steakhouse  &  Saloon 

Blimpie  International^ 

Au  Bon  Pain 

Jerry's  Famous  Deli* 

$312  mil 

$154  mil 

$437  mil 

$5  mil 

$189  mil 

$35  mil 

-$16  mil 

$8  mil  -3.6% 

$25  mil  -50% 

$2.4  mil  -25% 

-$3.2 

-$392,000 

-20%  t 

-16%  t 

-8.2% 

N/A 

N/A 

-11.4% 

$4  -75% 

$7.19   -72% 

$7.91   -66% 

$2.25  -54% 

$6.75  -42% 

$0.97   -78% 

Been  there,  done  that 

Infrequent  appearances  by  middle-aged  celebs  didn't  draw 

diners  back  to  Planet  Hollywood.  Rainforest's  jungle  has 

plenty  of  atmosphere,  but  it's  not  Le  Cirque. 

Peanut  shells  on  the  floor  are  an  old  favorite, 

but  faux  Texans  could  improve  service. 


Beyond  the  but  . . .  lies  limbo? 

Whether  humble  subs,  croissants  or  mass-marketed 

corned  beef  on  rye,  these  concepts  left  owners  in  a 

pickle.  And  we  won't  even  mention  wraps,  which  cooled 

quicker  than  a  hot  tortilla.  Face  it:  America's  enduring 

food  affair  is  with  burgers,  pizza  and  tacos. 


Koo  Koo  Roo,  Jerry's  and  New  York  Bagel  are  for  the  first  six  months  of  the  year.  tSame-store  sales  for  Planet  Hollywood  and  Rainforest  represent  third-quarter  results  only. 

Sources:  Company  reports;  Jeffries  &  Co. 
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luddy  brand  identities  are  all  too  common  in  Detroit.  Mark  Hutchins 


aims  to  end  that  problem  for  the  Mercury. 

Fixing  an  identity  crisis 


By  Jay  Akasie 


Mark  Hutchins 
Selling  statement 
cars,  not  your 
neighbor's  Ford. 


Ford  Motor  Co.'s  profits  are  at 
record  levels.  The  company  is 
selling  every  big  Ford  Expedi- 
tion it  can  build.  The 
redesigned  Taurus  is  still  one 
of  the  top-selling  nameplates,  and  a 
promising  new  small  car,  the  Focus, 
hits  the  U.S.  next  year. 

Ford's  biggest  problem:  its  long- 
neglected  Mercury  brand,  part  of 
the  Lincoln  Mercury  division.  For 
most  of  its  60  years  Mercurys  have 
been  little  more  than  copycats  of 
Ford  brands — "rebadged"  models 
with  slightly  different  trim.  The 
brand  identity  is  lacking.  Mercury's 
unit  sales,  at  437,000  last  year,  last 
topped  500,000  in  1988;  its  U.S. 
market  share  is  stuck  at  3.3%. 

Rivals  could  be  accused  of  much 
the  same:  Can  you  tell  the  difference 
between  General  Motors'  Buick  and 
Oldsmobile?  But  at  Ford,  Mark 
Hutchins,  52,  the  firebrand  Ford 
veteran  named  Lincoln  Mercury 
president  last  year,  vows  to  change 
all  that  with  new,  distinctive  designs, 
dare-to-be-different  color  schemes 
and  offbeat  advertising. 


"The  era  of  rebadge  engineering  at 
Mercury  is  over,"  he  declares.  Mer- 
cury has  even  moved  beyond  Ford's 
shadow  in  Dearborn,  Mich.,  migrat- 
ing to  the  sunny,  car-crazy  climes  of 
southern  California. 

First  sign  of  new  life:  the  1999 
Cougar,  a  sporty  coupe  that  bears  no 
resemblance  to  its  predecessor  or  sib- 
lings. "The  old  one  was  a  joke  of  a 
car,"  says  analyst  Maryann  Keller  at 
ing  Baring  Furman  Selz.  "You  can't 
have  an  identity  without  the  right 
portfolio,  which  is  built  one  product 
at  a  time.  With  the  Cougar,  they've 
begun  to  make  a  statement  about 
Mercury." 

Cougar  is  off  to  a  good  start: 
22,229  cars  sold  since  its  May  launch. 
Better  yet,  half  the  buyers  have  never 
before  owned  a  Mercury.  Its  design  is 
akin  to  the  new-edge  style  put  forth  by 
Ford's  chief  of  design,  J  Mays,  replac- 
ing smooth  curves  with  chiseled,  angu- 
lar shapes. 

Mercury  has  since  opened  its  own 
design  shop  in  California  to  better 
distinguish  its  lines.  The  year  2000 
model  of  Mercury's  sport  utility,  the 


Mountaineer,  will  veer  away  from  its 
twin,  the  Ford  Explorer.  The  weak- 
selling  Sable  will  eventually  digress 
from  its  lookalike,  the  Ford  Taurus. 

Mercury  is  sharpening  the  hard- 
edge  design  with  a  harder  edge  in 
marketing.  James  Rogers,  marketing 
director,  hopes  to  turn  Mercury's 
past  lack  of  identity  into  a  plus. 
"Mercurys  are  free  to  go  in  any  direc- 
tion," he  says.  Up  to  20%  of  U.S.  car 
buyers  consider  themselves  "loners," 
people  who  want  cars  their  neighbors 
don't  drive.  So  Mercury  models  will 
come  in  cooler,  more  metallic  colors 
than  their  Ford  counterparts.  A  new- 
off-beat  ad  campaign  uses  computer 
graphics  to  graft  new  Mercurys  onto 
old  reels  of  the  Keystone  Kops. 

Still,  images  aren't  remade  in  a  day. 
Mercury's  cash  cow,  the  big  Grand 
Marquis  favored  by  older  drivers,  will 
survive  a  few  more  years. 

For  decades  Ford  marketers  have 
struggled  with  the  question:  What  is 
a  Mercury?  If  Hutchins  can  give  an 
answer  that  resonates  with  a  new 
generation  of  buyers,  he  will  be 
a  hero.  ■ 


So 


Forbes  ■  November  30,  1998 


r. 


!& 


\>, 
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Headline  News 
Moving  the  Markets 
In  Play 
Story  Stocks 
Short  Stories 
Daily  Stock  Brief 
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Professional  Edge 
Morning  Calls 


1.      '■ 

»  Software  companies  to  release  Q1  earnings. 

>»  How  the  FDA  ruling  will  affect  large  drug  companies. 

»  Green  Granite  Mining  Co.  names  new  COO. 
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Sign  up  today  with  the  new  E*TRADE  and  you  could  be 
investing  with  the  #1  rated  online  broker'  in  just  days! 

The  E*TRADE  Express  Application  on  the  reverse  side  is  all  you  need  to  take  back  control 

of  your  money  and  put  the  power  of  E*TRADE  in  your  hands.  Invest  online  with  10  times 

more  research  than  before.  Set  up  and  track  your  portfolio.  Get  free  real-time  quotes.  Even  receive 

e-mail  alerts  on  stock  prices  and  P/E  targets  you  set.  All  from  $14.95  a  stock  trade.1 

And,  if  you  open  an  account  by  December  31 ,1998,  we'll  credit  your  account 

with  a  $50  sign-up  bonus™ 


* 


/ 


Someday,  we'll  all  invest  this  way.® 

*E*TRADE  rated  #1  online  broker  by  Gomez  Advisors'  3rd  quarter  report  on  Internet  brokers,  issued  8/12/98.  Gomez  Advisors  is  a  leading  independent  authority  in 

online  financial  services.  tNasdaq,  limit,  and  stop  orders  are  $19.95.  For  listed  orders  over  5,000  shares,  add  1e/share  to  the  entire  order.  Add  $15  for  broker-assisted 

trades.  Direct  modem  and  touchtone  connect  fees  are  27e/ minute,  but  with  a  credit  of  12  free  minutes  per  trade,  you  may  pay  nothing.  nOffer  not  valid  for  IRAs  and  other 

retirement  accounts.  A  credit  of  $50.00  will  post  to  your  account  within  two  weeks  of  account  opening.  Limit  of  1  new  account  bonus  per  person.  E*TRADE  reserves  the 

right  to  terminate  this  offer  at  any  time.  ©1998  E*TRADE  Securities,  Inc.  Member  NASD,  SIPC. 
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E^TRADE 

P.O.  Box  9206 
Boston.  MA  02205-9891 


www.etrade.co 
1-800-786-25 
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Complete  the  following  steps  and  you'll  be  trading  online  witrVE*TRADE  in  just  days! 

(1)  Tear  out,  complete,  and  sign  the  Express  Application  below. 

(2)  Include  a  check  to  fund  your  account  ($1 ,000  minimum),  payable  to  E*TRADE  Securities,  Inc. 

(3)  Mail  both  your  application  and  check  to  E*TRADE  in  the  attached  postage-paid  envelope. 


Express  Application 


Account  Type  (MFRBAP8) 

□  Individual  D  Joint  (tenancy  in  common)** 

□  Community  Property*    □  Joint  (rights  of  survivorship)* 

Account  Holder 


Account  Holder  Name 

Social  Security  Number 

Address  (cannot  be  P.O.  box) 

Date  of  Birth 

City 

State 

Zip/Postal  Code/ Con n ti  \ 

Country  oj  Citizenship 

Country  of  Legal  Ren  dan  e 

Phone  Number 

A  on  I  A.  Citizen  Passport  #, .  Mien  ID  #,  Gov't  ID  #  Country  of  Issuant  e 
□  U.S.        □  Other 

E-mail  Address 

Co-Account  Holder 


\ccount  Holder  Name 

Social  Security  Number 

Country  of  Citizenship 

Country  of  Legal  Residence 

Date  of  Birth 

Non  1  A  Citizen:  Passport  %  Alien  //.)#,  Gov't  ID  #  Country  of  Issuance 
□  U.S.        □Other 

1    ni.it!  Address 

Account  Information  Profile 

Employer  (If  unemployed. 
self-employed,  a  student,  or 
a  nomemakfr,  pteast  ipei  if)  i 


li « ounl  Holder 

Co    li  i  ount  Holder 

□  No      □  Yes 

//  yes,  nn  hide  i  ompliam  e  litter. 

No               Yes 
//  yes,  include  compliance  letter. 

□  No       □  Yes 

No           ]  Yes 

Business  Address 
{City,  Stare.  Zip  only) 


Occupation 

ill  ~i*l  employed,  please 
desi  rtbi  i 

Is  your  employer  a 
registered  brottei  dealer? 


Ire  you  il  duct  tin.  10' : 
shareholder,  01  polit  v 
mallei  of  a  publicly  owned 
i  ompany?  if  so,  tpet  tf\ 
companies. 

Please  send  me  necessary  tonus  for: 

a  Margin  Account  I  an  Options  Account 

Ian  IRA  .Account  an  Account  Transfer 

( )r  you  can  download  forms  from  our  Web  site  at  www.etrade.com 

■In,   I/.  CA  III  I  I.  \l    \W.  rX,andWAonl) 

■i  ( 'ommon  it  <»it  of  tht  joint  menu  i  dies,  his  <»  hei  inlt  rest  passes  to  hi<  m  ha  estau 
:  .  of  Sin  in  ui. hip  if  one  "f  the  joint  owners  die*,  hi.  m  hn  interest  passes  to  the  surviving 

J_JiiAi2h^_L!llJ"'0"-     M,  ml.,  I   \  \M>,  S|l'( 


Choose  a  Money  Market  Fund  for  Your  Cash  Balancj 

The  cash  balance  in  your  account  earns  interest  daily  and  is  credi'l 
monthly.  Please  tell  us  into  which  money  market  fund  you  would  like  u: 
deposit  your  cash.  We  will  send  you  a  prospectus  for  the  fund  you  cho( 
NOTE:  If  you  do  not  cheeky  a  box,  your  uninvested  cash  will  earn  credit  mtei 

LJ  Money  Market  Portfolio  LJ  Calif.  Tax-Exempt  (for  CA  only) .  I 


I I  Gov't  Securities  Portfolio 

I I  Tax-Exempt  Portfolio 


E*TRADE  completes: 

□DDD-DDDD 

E*TRADE  Account  Number 


I I  Credit  Interest  (not  available  in  \ 

D  New  York  Tax-Exempt  (for  NY,'\ 

CT,  FL,  VA,  DC,  N),  GA,  OH, 

and  PA  only) 

Free  checkwriting.  We  will  mad  y  ] 
checks  to  you  within  three  week  I 
opening  your  account.  Please  indi  j 
number  of  signatures  required  I 
process  checks:  Q  one    [~ J  two    I 


Please  Sign  to  Apply  for  Your  E*TRADE  Accout 

I  hereby  request  E*TRADE  Securities,  Inc.  to  open  a  cash  accc 
in  the  name(s)  set  forth  below.  I  am  of  legal  age  to  contrac 
acknowledge  that  I  have  received,  read,  and  agree  to  be  bounc 
the  terms  and  conditions  as  currently  set  forth  in  the  E*TRA 
Customer  Agreement  (which  is  available  online  at  www.etrade. 
or  contact  us  to  receive  by  mail)  and  as  amended  from  time  to  t 
I  ACKNOWLEDGE  THAT  E*TRADE  DOES  NOT  PI 
VIDE    INVESTMENT,    TAX,    OR    LEGAL    ADVICE 
RECOMMENDATIONS.  Under  penalty  of  perjury,  I  certifj 
that  my  Social  Security  (or  taxpayer  ID)  number  shown  on 
form  is  my  correct  number,  and  (2)  that  I  am  not  subject  to  bac 
withholding  because  (a)  I  am  exempt  from  backup  withholdin 
(b)  I  have  not  been  notified  by  the  Internal  Revenue  Service  ( 
that  I  am  subject  to  backup  withholding,  or  (c)  I  have  been  not 
by  the  IRS  that  I  am  no  longer  subject  to  backup  withholding  ( 
out  item  2  if  it  does  not  apply  to  you).    [The  Internal  Rev 
Service  does  not  require  your  consent  to  any  provision  of  this 
ument  other  than  the  certifications  required  to  avoid  backup  ^ 
holding.]  I  understand  that  you  will  supply  my  name  to  issue 
any  securities  held  in  my  account  so  that  1  might  receive  any  in 
tant  information  regarding  them,  unless  I  notify  you  in  writin 
to   do    so.    I    UNDERSTAND   THAT   THIS   ACCOUN' 
GOVERNED  BY  A  PREDISPUTE  ARBITRATION  CLA 
WHICH    IS    ON    PAGE    7,    PARAGRAPH    31b,    OF 
E*TRADE   CUSTOMER   AGREEMENT,   WHICH   I   V 
RECEIVE  FROM  E*TRADE  UPON  ACCOUNT  ACTTVAT 


An  mint  Holder  Signature 

Date 

Co    \ccount  Holdei  Signature 

Date 

E*TRADE  Completes:  Principal  Sign -Off 

Dale 

Bankers  are  getting  so  excited  about  exotic  products 
and  cross-seliing  that  they  have  forgotten  what  a 
simple  bank  account  is  all  about.  Reserve  Funds' 
Bruce  Bent  hasn't  forgotten. 

Really  lean 
banking 


By  Thomas  Easton 

The  phenomenon  is  illus- 
trated most  dramatically  in 
the  merger  of  Travelers 
Group  and  Citicorp  to  form 
Citigroup,  but  you  can  sec  it 
in  just  about  every  bank 
lobby  in  the  U.S.:  Bankers 
are  doing  somersaults  to  dis- 
tance themselves  from  any- 
thing associated  with  a 
simple  passbook  or  basic- 
checking.  They'd  rather  sell 
you  anything  but  that — 
retirement  accounts,  annu- 
ities, stock  funds,  trust  ser- 
vices. Cross-selling  is  the 
name  of  the  game. 

We  found,  in  an  unlikely 
place,  a  quaint  bank  that 
defies  the  trend.  It's  on  the 
17th  floor  of  a  B -quality 
midtown  Manhattan  sky- 
scraper. There  are  no  vaults, 
no  oil  paintings — no  tellers 
even — but  the  bank  will  let 
you  have  a  no-fee  interest-  ■■■ 
bearing  checking  account 
with  a  minimum  balance  of  $1,000. 
The  account  yields  4.6%. 

Try  to  find  anything  close  to  these 
terms  in  any  other  city.  Or  check  out 
Citibank's  deal  right  in  New  York. 
Its  no-fee,  interest-bearing  checking 
accounts  start  at  $6,000,  and  the 
yield  is  a  meager  0.8%. 

The  bank  we're  talking  about  is 
not,  strictly  speaking,  a  bank.  It's  a 
family  of  mutual  funds  called  the 
Reserve  Funds.  Presiding  over  this 
no-frills  operation  is  Bruce  Bent,  61, 
who  happens  to  be  responsible  for 
one  of  the  most  important  innova- 
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Bruce  Bent  of  the  Reserve  Funds 
Checking  for  the  frugal  thousandaire. 


tions  in  financial  services  in  the  past 
half-century.  In  1970  he  invented 
the  money-market  fund — a  mutual 
fund  that  acts  like  a  bank  deposit  by 
holding  low-risk,  short-term  assets 
like  Treasury  bills. 

Bent  attracted  a  lot  of  imitators  in 
the  money-market  business,  notably 
Fidelity,  which  went  on  to  become  a 
powerhouse  in  stock  funds.  Bent 
stuck  to  his  knitting.  He  missed  a 
lot  of  action,  but  he  is  not  doing 
•badly  for  himself.  His  19  funds  have 
$5.3  billion  in  assets,  up  24%  from  a 
year  ago. 


And  Bent  has  kept  the  operation 
lean.  He  has  no  secretary,  no  adver- 
tising budget.  The  skyscraper  isn't 
dumpy  enough.  Reserve  is  planning 
to  move  to  cheaper  space  in  the  gar- 
ment district. 

When  a  decision  was  made  to  put 
a  model  account  on  the  company's 
Web  page  (www.reservefunds.com), 
no  one  wasted  time  being  creative. 
Instead,  the  real-life  account  for 
Bent's  son,  Bruce  Bent  II,  who 
heads  marketing,  was  posted  in  its 
entirety. 

If  the  Bents  treat  themselves  to 
few  amenities,  they  do  take  good 
care  of  their  customers.  All 
accounts  permit  unlimited 
free  checking,  free  ATM 
usage,  a  Web  site  offering 
daily  access  to  statements 
and  a  Visa  debit  card  that 
rebates  1%  of  purchases.  A 
new  Internet  banking  ser- 
vice will  begin  in  January. 
Reserve  has  no  automatic 
teller  machines  of  its  own, 
but  you  can  avoid  fees  by 
using  the  ATMs  of  a  bank 
(like  Citibank)  that  doesn't 
impose  surcharges. 

Reserve's  funds  are  all  vari- 
ations on  the  money-market 
concept  and  include  eight 
single-state  tax-free  portfo- 
lios. Most  of  the  assets  are  in 
the  Primary  fund,  a  taxable 
portfolio  yielding  4.6%. 

Although  Reserve  offers 
only  one  FDlc-insured  option, 
which  yields  4.4%,  the  other 
funds  are  all  invested  conser- 
vatively, with  none  holding 
even  the  most  highly  rated 
commercial  paper  because  of 
the  potential  for  risk. 

The  big  names  in  the  mutual  fund 
industry  offer  similar  services,  but 
what  they  are  really  after  is 
investors,  not  depositors.  The  mini- 
mum for  a  Visa-linked  account  at 
Fidelity  and  Dreyfus  is  $10,000. 

The  biggest  surprise  for  Bent  has 
been  how  long  it  has  taken  for  his 
stripped-down  business  model  to 
succeed.  "I've  been  expecting  this 
for  30  years,  but  it's  only  now  start- 
ing to  catch  on,"  he  says.  It  took 
that  long  for  the  banks  to  price 
themselves  out  of  the  market.       H 
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Federal  spending  is  still  rising,  and  the  budget  surplus  is  merely  temporary. 

Whose  hand 
is  that  in 


Spending  levels  off 
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By  Peter  Brimelow 
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Tax  receipts  surge 


For  all  the  talk  about 
shrinking  the  federal  gov- 
ernment, growth  in  federal 
tax  receipts,  inflation-adjusted, 
has  accelerated  during  the  1990s, 
from  2.1%  annually  1970-91,  to  4.3% 
annually  1991-99  (see  chart,  left).  A  heav- 
ier tax  burden,  more  than  reduced  govern- 
ment spending,  has  created  the  budget  surplus. 
Growth  in  federal  spending  has  slowed  but  hasn't 
stopped,  as  the  recent  compromise  budget  shows:  It 
was  3.2%  annually  1970-91  and  0.8%  annually  1991-99. 
Our  charts  were  first  developed  by  Gerald  P.  Dwyer  Jr.  and 
R.W.  Hafer  for  the  Atlanta  Fed.  Our  1992 -dollar  chart  (see 
chart,  left)  is  a  ratio  scale,  on  which  constant  percentage  increas- 
es show  as  an  upward-sloping  straight  line. 

The  budget  picture  becomes  even  sharper  when  expressed  as  a  share 

of  GDP  (see  chart,  right).  For  a  generation,  federal  spending — whether 

financed  by  taxes,  borrowing  or  printing  money — has  been  the  best  measure 

of  the  Government's  Grab  at  the  goods  and  services  produced  by  the  economy. 

But  now  tax  receipts  are  projected  to  exceed  spending.  So  Washington's  tax  take 

becomes  the  best  measure  of  its  burden  on  the  economv. 


Research:  Edwin  S.  Rubenstein, 

research  director,  Hudson  Institute,  Indianapolis. 

edwinr@hii.hudson.org 
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Key  points: 

■  Federal  spending  has  fallen  as  a  share  of  GDP,  to  19.7%.  But  federal  tax  receipts  have 
risen,  to  20.6% — the  highest  since  the  war  year  1944. 

■  The  Government  Grab  is  projected  to  stabilize  at  a  level  that  is  high  by  historic 
standards,  albeit  below  1980s'  peaks.  The  U.S.  has  not  become  Western  Europe, 
with  Government  Grabs  at  40%  to  50%  of  GDP  (and  higher).  But  it  hasn't 
returned  to  the  1950s  either. 

And  note:  In  the  1990s  there's  been  no  recession  in  which  the  share  of  GDP 
taken  by  federal  spending  would  rise  and  federal  tax  receipts  would  fall 
automatically. 

One  last  not  very  cheerful  thought: 
■  After  2010  federal  spending  will  surge  again  as  the  baby  boomers 
retire.  By  2030  federal  spending  is  projected  to  be  29%  of  GDP.  The 
federal  deficit  will  be  9%  of  GDP.  Balanced  budget?  Reduced  Gov- 
ernment Grab?  Maybe  so — but  only  for  a  while.  Hi 


Government  Grab  stabilizes 
at  historically  high  level 


I  I 
'50  '60 

Sources:  OMB  (Historical  Tables,  FY  1999);  CBO  (Economic  and  Budget  Outlook:  An  Update,  August  1998),  Gerald  P.  Dwyer  Jr.  and  R.W.  Hater,  Federal  Reserve  Bank  of  Atlanta  Eco- 
nomic Review,  Third  Quarter,  1998.  unified  budget  consolidates  all  federal  agencies  and  trust  funds  including  social  security;  spending  figures  for  1999  to  2008  reflect  the  impact 
of  the  budget  agreement  signed  in  October.  Long-term  projections  (2010,  2020  and  2030)  are  based  on  a  report  by  the  Bipartisan  Commission  on  Entitlements.  We  have  adjusted  the 
Commission's  figures  to  reflect  subsequent  progress  in  spending  control. 
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The  new  Concord 
Impresario  Chronographe 
is  power-packed. 

Inside:  The  world's  first 
automatic  chronograph 
movement  that  measures 
time  to  1/10  of  a  second, 
and  reports  day,  date  and 
month  via  windows  on 
the  dial. 

The  sapphire  crystal  case  back 
lets  you  see  it  work. 

The  balance  wheel  and  hair- 
spring beat  at  36,000  vibrations 
per  hour:  acutely  accurate. 

The  addition  of  31  jewels 
makes  it  a  virtually  friction-free 
operation. 

It  combines  intestinal  forti- 
tude with  efficiency  to  the 
max.  The  oscillating  weight  is  a 
dual  direction,  self-winding 
rotor  system.  What  that  means: 
one  day  of  normal  wear  revs  up 
50  hours  of  reserve  power. 

Overall,  this  chronometer 
is  one  of  the  most  precise 
timepieces  ever  made.  To 

prove  the  point,  each  Impresario 
Chronographe  is  individually 
tested  and  certified  by  the 
C.O.S.C,  the  renowned  Swiss 
horological  authority. 

All  visible  movement  parts  have 
an  elegant  Cotes  de  Geneve 
finish.  But  that's  not  all... 


Face-to-face,  the  new 
Concord  Impresario 
Chronographe  makes  a 
powerful  statement  as  one 
of  the  most  distinctive 
timepieces  of  its  kind. 

Heroic  style.  Serious 
substance:  216.7  grams 
worth  of  solid  18  karat  rose 
gold.  (Or,  if  you  prefer,  solid 
stainless  steel.)  All  carved  and 
crafted  by  hand. 

Note  the  classic  contours. 
The  coin-edge  case  detail 
repeated  on  the  bracelet,  the 
dial,  and  the  crown. 

Observe  the  fingertip  controls. 
Push-buttons  operate  a  large 
second  hand -and  track  time 
to  tenths  of  a  second.  (Hours 
and  minutes,  as  well.) 

In  addition,  there's  a  small 
sweep-seconds  hand  at  9- 

A  fast-correction  button  on  the 
side  of  the  case  lets  you  change 
the  day  of  the  week  instantly. 

And  like  all  Concord  Impresario 
timepieces,  quartz  and 
mechanical,  the  Chronographe 
is  water  resistant. 

Inside  and  outside,  no 
other  automatic  chrono- 
graph measures  up  to  the 
Concord  Impresario. 


CONCORD. 

Watchmakers  Since  1908 

SWISS 


For  more  information  call:  1-888-81 -CONCORD. 

©1998  Concord  Watch  Company 
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Being  a  network  president  isn't  a  lot  of  fun  these  days, 
but  ABC's  Pat  Fili  is  up  to  the  task. 

Executive  mom 


By  Dyan  Machan 

Think  of  Faye  Dunaway 
in  the  1976  movie  Net- 
work— the  high-strung, 
hard-hearted  TV  executive. 
Then  erase  that  thought 
completely.  It  just  doesn't 
fit  Patricia  Fili-Krushel, 
44,  the  newly  named 
president  of  the  ABC  Tele- 
vision Network. 

Fili  thinks  nothing  of 
stepping  out  of  meetings 
to  take  calls  from  her  6- 
year-old  and  8 -year-old 
about  play  dates  and  fruit 
roll-ups.  "Does  being  a 
mom  make  me  a  better 
manager?  Oh,  yes,"  she 
says  with  a  voice  that  sug- 
gests her  New  York 
upbringing.  "It's  perfected 
my  negotiating  skills." 

Twenty- three  years  ago 
this  Forbes  lunch  guest 
was  a  secretary  answering 
phones  for  the  big  guys  at 
ABC  Sports.  She  rose 
through  the  ranks  there, 
later  at  Home  Box  Office, 
at  Lifetime,  the  cable  net- 
work geared  for  women,  and  rejoined 
ABC  in  1993  as  president  of  ABC  Day- 
time. Today,  as  ABC  Television  Net- 
work president,  she  is  responsible  for 
all  programming,  affiliate  relations, 
marketing  and  broadcast  operations. 

At  Cafe  des  Artistes,  just  around  the 
corner  from  abc's  studios  in  Manhat- 
tan, we  order  salmon,  but  our  main 
course  is  the  TV  network  business. 

This  is  not  the  best  of  times  for  TV 
networks.  All  four  networks  are  losing 
ground,  while  cable  and  satellite  are 
gaining.  ABC  is  showing  some  relative 
strength,  being  down  just  4%  so  far 
this  season,  compared  with  nbc  ,  down 
21%,  CBS  3%  and  Fox  9%  in  the  18-  to 
49-year-old  demographic,  a  common 
measurement  for  the  networks. 

Does  it  mean  that  Thomas  Murphy, 


who  sold  Capital  Cities/ ABC  in  1996, 
is  the  smartest  person  in  media? 

She  loses  her  smile  for  an  instant: 
"Yes,  he  is  very  smart,"  she  says,  and 
adds  very  quickly,  "so  is  Michael 
Eisner,"  head  of  the  Walt  Disney  Co., 
which  purchased  the  company  for  $19 
billion.  "We  [networks]  still  control 
55%  of  the  market,"  she  reminds  us. 

That's  the  pitch:  If  you  want  the 
masses,  you  still  must  go  to  the  net- 
works. "So  we  need  to  hold  on  to  the 
pieces  that  get  the  largest  audience  like 
Monday  Night  Football,  nypd  Blue,  the 
Academy  Awards,  Super  Bowl  2000. 
We  are  in  the  broadcast  business." 

But,  she  concedes,  the  networks 
must  get  their  costs  down  to  compen- 
sate for  the  reduction  in  audience  size. 
One  way,  she  says,  is  to  nail  down 


longer,  multiyear  licensing  agreements 
for  the  shows  put  on  the  network. 
What  Fili  wants  to  avoid  is  NBC's  er 
crisis — when  a  show  becomes  such  a 
runaway  hit  that  it  can  squeeze  blood 
from  the  network  or  go  elsewhere. 

Historically,  these  financial  agree- 
ments were  locked  up  for  four  years  or 
less.  Fili  says  perhaps  she  would  nego- 
tiate six  to  seven  years. 
|       Networks  are  trying  to 
|  wrestle    down   the    cost 
|   beast  by  owning  more  of 
I  the  shows  they  air.  NBC's 
feisty  Robert  Wright  is 
demanding  an  equity  slice 
of     every     new     show 
brought  to  NBC.  But  many 
producers  and  studios  are 
hesitating   to   deal  with 
NBC.  "Ownership  is  less  a 
concern  for  us  than  for 
NBC,"  she  says  with  a  stud- 
ied smile,   "because  we 
have  a  flow  of  product 
coming  from  Disney." 

Maybe  so.  Yet  recently 
ABC  started  asking  for 
domestic  distribution 
rights  for  its  made-for-TV 
movies.  We  take  a  bite  of 
our  salmon,  and  she  says 
that  instead  of  just  fight- 
ing cable,  the  networks 
can  cooperate  with  it. 

"There  is  a  large  audi- 
ence of  women  who  aren't 
home  during  the  day  any- 
more. Why  not  show  the 
same  episode  of  All  My 
Children  twice  in  one  day  using  a  cable 
channel  to  maximize  the  audience?" 
Which  is  exactly  what  she  is  doing  in  a 
three-market  test.  While  the  early 
results  are  very  positive,  the  223  sta- 
tion affiliates  can  hardly  be  happy. 

This  comes  at  a  time  wiien  ABC  is 
trying  to  pry  money  loose  from  the 
affiliates  to  help  cover  abc's  $550  mil- 
lion-a-year  contract  for  Monday  Night 
Football.  How  is  Fili  finessing  this  one? 
Still  smiling,  she  takes  a  deep  breath. 
"I  tell  the  affiliates  the  truth,  'Give  us 
the  opportunity  to  exploit  our  pro- 
gramming so  we  can  be  healthy.  We 
can't  afford  to  keep  going  after 
Monday  Night  Football  or  the  Acade- 
my Awards  unless  we  are  healthy.'" 

You  can't  have  a  fruit  roll-up  unless 
you  eat  your  spinach.  But  in  this  case 
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she  has  something  else  to  offer  besides 
candy.  Fili  has  told  the  affiliates  that  if 
she  launches  a  soap  opera  channel  she 
will  come  up  with  a  viable  way  to 
share  revenue  and  profits  with  them. 
She  made  it  clear  no  other  network 
has  made  this  kind  of  an  offer. 

Still,  Fili  has  some  things  to  smile 
about,  abc  has  edged  out  Fox,  moving 
into  a  solid  second  place  behind  NBC  in 
the  18-  to  49-year-old  category.  Her 
network  has  had  a  promising  start  this 
fall — ordering  additional  episodes  for 
its  entire  slate  of  new  half-hour  situa- 
tion comedies,  the  only  network  to 
make  that  claim.  ABC's  World  News 
Tonight  just  overtook  NBC's  Nightly 
News  to  reclaim  the  number  one  spot. 

"We  aren't  getting  enough  credit," 
she  says,  then  repeats  that  sentence  in 
case  I  missed  the  point.  I  didn't. 

"The  press  focuses  too  much  on 
prime-time  performance,"  she  says, 
and  it  needs  to  look  at  the  network 
from  sign-on  to  sign-off.  "We  are 
number  one  with  kids  aged  2  to  1 1  on 
Saturday  morning,  and  in  daytime,  we 
have  been  number  one  for  22  years." 

I  mention  she's  just  one  of  several 
women  recently  named  to  senior  jobs 
in  TV.  A  coincidence,  or  a  sign  that  the 
industry  is  really  looking  for  new  ideas 
and  new  approaches? 

Fili  replies:  "TV  for  the  most  part  is 
a  female  vehicle.  Just  like  12-  to  17- 
year-old  boys  define  a  hit  in  theatrical 
releases,  TV  viewers  are  about  two- 
thirds  women.  We'd  better  reflect  our 
viewers'  interests." 

The  cappuccino  arrives.  Our  time  is 
almost  up.  We're  both  mothers,  so  I 
must  ask  her  about  all  that  sex  and  vio- 
lence on  the  tube.  She  takes  the  safe 
route  and  smiles.  "We  follow  our  label- 
ing requirement  and  believe  the  viewer 
is  pretty  good  at  letting  us  know. 

"I'm  particular  about  what  I  want 
my  children  to  watch.  They  can  only 
watch  one  half-hour  during  the  week- 
day, and  that  happens  to  be  a  Disney 
show  called  Bill  Nye  the  Science  Guy. 
Because  they  get  up  so  early  on  Satur- 
day, they  can  watch  abc,  Disney  or 
Nickelodeon.  I  do  not  let  them  watch 
other,  violent  cartoons." 

How  do  you  enforce  your  T\  policy 
with  your  children,  I  ask? 

"That's  no  problem,"  says  this  exec- 
utive mom  with  sublime  confidence: 
"They  listen."  I'll  bet  they  do.        M 


A  fresh  generation  of  big-money  startups 
is  built  around  an  old  technology. 

The  old  thing 
behind  the  next 
big  thing 


By  Josh  McHugh 

E-MAIL.  In  Washington:  late-night  mash 
notes  from  Monica  Lewinsky  to  Bill 
Clinton.  In  Silicon  Valley:  late-night 
mash  notes  from  Netscape's  Jim  Clark  to 
Bill  Gates.  In  Hollywood:  E-mail  is  the 
primary  plot  device  of  You've  Got  Mail, 
starring  Tom  Hanks  and  Meg  Ryan. 
And  in  the  money  shops  of  San  Fran- 


cisco E-mail  is  sprouting  a  new  crop  of 
high-tech  startups;  good  old  E-mail  is 
being  touted  now  as  the  birthplace  of 
the  "next  big  thing." 

Electronic  mail  was  born  with  the 
Internet's  forerunner,  the  Department 
of  Defense's  Arpanet,  in  1972.  It  was 
intended  to  allow  computers  to  share 


Kana  Communications  founder  Mark  Gainey 
Is  your  Web  site  drowning  in  E-mail? 
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110,000  employees  in  60  countries 
and  sales  of  US  $16  billion, 

the  heart  of  ALSTOM  beats  for  all  its  customers. 


Contracting 


In  the  US  we  employ  over  2,100  people  and  record  sales  of  US  $1.2  billion. 

ALSTOM 


www.alstom.com 
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The  Intet  Pentium"  II  processor 
does  more  than  meets  the  eye. 

While  you're  working  on 
your  business  applications 
in  the  foreground,  the  power 
U     of  the  Pentium*  II  processor 
is  hard  at  work  for  you  behind  the  scenes. 
That  means,  while  you  create  a  presentation 
or  update  a  spreadsheet,  your  PC  can  handle 

a  multitude  of  other  tasks  simultaneously. 

Tasks  like  searching  the  Web,  compressing 
and  encrypting  e-mail,  or  managing  your 
calendar.  Without  getting  bogged  down. 
So  not  only  will  your  PC  accomplish  more, 
so  will  you. 

The  Intel"  Pentium  II  processor  has  the 
performance  you  need  today  plus  the  power 
to  fuel  the  applications  of  tomorrow.  To 
find  out  more,  visit  us  on  the  Web  or  see 
your  PC  reseller.  {Z^M^jp^n 


The  Computer  Inside.™ 
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Inbox:  new 


Company 

Product 

Venture  backers 

Annuncio 

automated  E-mail  and  Web  marketing 

Norwest  Venture  Capital, 
Advanced  Technology  Ventures 

Bright  Light  Technologies 

software  that  identifies  and  filters 
out  unsolicited  spam  E-mail 

Accel  Partners,  Esther  Dyson, 
Ben  Rosen 

Connectify 

customer  retention  E-mail 

New  Enterprise  Associates, 
Crosspoint  Venture  Partners 

iName 

Web-based  corporate  E-mail  services 

Lycos,  Sycamore  Ventures,  J&W  Seligman 

Kana  Communications 

programs  that  respond  to,  route 
and  glean  customer  data  from  E-mail 

Benchmark  Capital,  Draper  Fisher  Jurvetson, 
Stanford  University,  J.H.  Whitney  &  Co. 

Sendmail,  Inc. 

standard  E-mail  routing  programs 

Andy  Bechtolsheim,  Bill  Joy 

Tumbleweed  Software 

secure  electronic  document  transport, 
"certified  E-mail" 

Draper  Fisher  Jurvetson,  August  Capital, 
Hambrecht  &  Quist 

E-mail's  popularity  has  attracted  a  crop  of  entrepreneurs 
venture  capitalists. 


-and  a  crowd  of  blue-chip 


processor  q'des  and  communicate  with 
one  another,  but  it  didn't  take  long  for 
humans  to  figure  out  how  to  use  it  for 
trading  jokes  and  setting  up  meetings. 
In  facilitating  personal  communications, 
E-mail  took  up  where  Alexander 
Graham  Bell  stopped.  This  year  Amer- 
icans will  send  maybe  4  trillion  pieces  of 
electronic  mail.  In  2000  the  number 
will  be  7  trillion. 

E-mail  has  gone  from  being  a  handy 
application  to  being  what's  known  as  a 
platform — technological  bedrock  for 
entire  new  industries.  Amid  the  rising 
flood  of  E-mail,  entrepreneurs  smell 
opportunity  and  pursue  it. 

Mark  Gainey,  30,  is  a  cofounder  of 
Kana  Communications.  In  1995 
Gainey,  an  avid  skier  who  grew  up  near 
Lake  Tahoe,  Nev.  and  rowed  on  Har- 
vard's crew,  set  out  to  help  sporting 
goods  manufacturers  establish  Web 
storefronts.  Many  of  the  companies  he 
approached  already  had  Web  sites.  But 
he  discovered  that  their  Webmasters 
were  buried  under  the  E-mail  generat- 
ed by  the  Web  sites. 

"Most  companies  weren't  even  read- 
ing the  E-mails  that  were  coming  in," 
Gainey  says.  Within  those  neglected 
messages  lay  information  that  might 
prove  valuable:  sales  leads,  product 
improvement  suggestions,  recruitment 
opportunities. 

Gainey  looked  around.  None  of  the 
high-tech  companies  were  handling  E- 


mail  efficiently.  Hell,  this  was  a  big 
opportunity. 

In  the  name  of  market  research, 
Gainey  and  cofounder  Michael  Hor- 
vath  volunteered  to  answer  incoming 
consumer  E-mail  for  1-800-Batteries, 
which  sells  batteries  for  things  like 
laptop  computers,  camcorders  and  cell 
phones.  He  was  soon  finding  opportu- 
nities for  the  client.  He  discovered  that 
clumsy  or  vague  responses  to  E-mail 
were  more  likely  to  turn  customers  off 
than  no  response  at  all.  He  found  that 
customers  wouldn't  mind  waiting  for  a 
response,  provided  it  was  well- 
informed.  He  also  found  ways  to  classi- 
fy E-mail  questions  into  categories  that 
could  be  handled  with  a  canned 
response. 

Once  he'd  figured  out  the  basic 
issues,  Gainey  hired  some  programmers 
and  spent  the  next  year  writing  and 
debugging  software,  refining  his  market 
research  and  hunting  for  financing  for 
his  E-mail-handling  software.  Stanford 
University,  which  had  rejected  Gainev's 
undergrad  and  business  school  applica- 
tions, became  one  of  his  first  investors. 

Kana  has  raised  $16  million  through 
three  rounds  of  financing  and  counts 
among  its  clients  TCI  and  AtHome  Net- 
work, as  well  as  Web  companies  like 
Excite,  Travelocity  and  TheStreet.com. 
At  on-line  auctioneer  Ebay,  a  customer 
service  representative  using  Kim's  soft- 
ware  can  respond  to  500  E-mails  a  day. 


That's  from  15  to 
1 7  times  more 
than  a  single  tele- 
phone rep  can 
handle. 

Bright  Light 
Technologies, 
based  in  San  Fran- 
cisco, is  attacking 
another  problem 
posed  by  the  rise 
of  E-mail:  spam. 
Junk  mail  eats 
up  the  computing 
resources  of 

Internet     service 
providers  that  earn' 
the  stuff.  So  Bright 
Light  is  targeting 
those  providers  as 
customers  for  its 
software,      which 
not  only  intercepts 
and     weeds     out 
incoming  spam  but  creates  fake  com- 
munities of  E-mail  users  to  trick  spam- 
mers into  revealing  the  patterns  behind 
their  mass-mailing  strategies. 

Santa  Clara,  Calif -based  Pocket- 
Science  has  undertaken  to  liberate  E- 
mail  from  the  PC.  The  company's  $10- 
a-month  service,  Pocketmail,  lets  users 
retrieve  and  send  E-mail  by  holding  a 
small  keyboard-equipped  device  to  any 
telephone.  It  works  like  an  old-fash- 
ioned modem,  sending  data  in  sonic 
form  through  the  phone's  mouthpiece 
and  receiving  data  through  the  ear 
speaker.  PocketScience  has  Licensed  its 
software  to  JVC  and  Sharp  Electronics. 
Microsoft  subsidiary  WebTV  has 
decided  to  eschew  fancy  Web  graphics 
and  Java  applets  in  its  set-top  Internet 
access  boxes.  It  doesn't  need  them 
because  real  people  use  the  cheap 
devices  mostly  for  E-mail. 

Data  protocols  are  at  the  heart  of  E- 
mail's  transformation  from  a  killer 
application  to  a  full-fledged  platform. 
Credit  that  shift  to  the  rise  in  the  pop- 
ularity of  two  nonproprietary  proto- 
cols, the  Simple  Mail  Transport  Proto- 
col (SMTP)  and  Hypertext  Transfer 
Protocol  (HTTP). 

As  technology  departments  turned 
from  using  E-mail  internally  to  using  it 
for  external  communication  as  well, 
SMTP  quietly  rose  to  prominence.  It 
became  the  backbone  of  a  mail-routing 
program  called  Sendmail,  which  is  freely 
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Hold  it  right  there,  it's  Heidrick  &  Struggles  calling. 


Heidrick   &   Struggles 

Consultants    in    Executive    Search 


©  Heidrick  &  Struggles,  1998 


downloadable  on  die  Internet.  Around 
the  same  time,  the  World  Wide  Web, 
made  up  of  pages  linked  to  one  anoth- 
er via  HTTP  and  viewable  with  browser 
software,  was  expanding  fast. 

The  convergence  of  E-mail  and  the 
Web  in  turn  gave  birth  to  a  new  stan- 
dard, called  Post  Office  Protocol,  which 
allowed  easy  use  of  Web-based  E-mail 
programs.  POP3,  die  latest  iteration  of 
that  standard,  quickly  became  a  hot- 
house for  quick  bloomers  like 
WhoWhere,  acquired  by  Lycos  for 
$133  million  in  August,  and  Hotmail, 
bought  by  Microsoft  last 
December  for  $400  million. 

Jeffrey  Smith,  the  31 -year- 
old  cofounder  of  Tumble- 
weed  Software,  came  up  with 
the  very  plausible  idea,  in 
1992,  that  the  success  of 
overnight  delivery  services  like 
Federal  Express  and  United 
Parcel  Service  indicated  that 
there  would  be  a  market  for 
high-quality  instant  electron- 
ic document  delivery. 

So  Smith  and  cofounder 
Jean-Christophe  Bandini 
spent  a  year  developing  soft- 
ware based  on  the  two  domi- 
nant E-mail  programs  at  the 
time,  Lotus  cc:Mail  and 
Microsoft  Mail.  The  idea  was, 
essentially,  to  transport  docu- 
ments in  the  form  of  unalter- 
able E-mail  attachments. 

"The  problem  was,  it 
didn't  work,"  Smith  reports. 
The  two  mail  programs,  built 
on  proprietary  data  protocols, 
couldn't  understand  each 
other.  Smith  and  Bandini 
would  have  to  build  two  sep- 
arate delivery  products,  each  program 
working  widi  a  limited  number  of  other 
programs.  Tumbleweed's  early  backers, 
among  them  August  Capital's  David 
Marquardt,  were  not  amused. 

Salvation  came  with  the  emergence 
of  SMTP  and  HTO'  as  standards.  "In  early 
1994  we  saw  we  wouldn't  have  to 
depend  on  [proprietary]  protocols," 
says  Smith.  The  demand  for  mail  pro- 
grams that  worked  together  forced 
Lotus,  Microsoft  and  odier  competitors 
to  standardize  their  E-mail  software 
around  SMTP,  and  the  Web  gave  Tum- 
blcweed  an  independent  medium  in 
which  to  showcase  their  documents. 


Tumbleweed  uses  E-mail  only  to 
send  the  Web  address  of  a  secure  Web 
site.  The  recipient  plugs  the  address  into 
a  browser  to  link  to  the  server  and,  over 
an  encrypted  browser  connection,  views 
die  document.  The  U.S.  Postal  Service 
is  using  Tumbleweed's  system  to  devel- 
op what  it  calls  "certified  E-mail,"  and 
UPS  licenses  the  system  for  its  on-line 
secure  document  exchange  service. 

Sendmail,  the  software  whose  popu- 
larity united  the  E-mail  industry, 
spawned  its  own  company  in  February 
when  hacker  Eric  Allman  and  business- 
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Tumbleweed  founder  Jeff  Smith 

Rooted  in  open  standards,  serving  up  "certified  E 


man  Gregory  Olson  started  Sendmail, 
Inc.  Sendmail  plans  to  sell  corporate 
users  simplified  versions  of  the  do-it- 
yourself  routing  software,  complete 
with  warranties  and  service  contracts,  hi 
July  the  company  raised  $6  million  in  its 
second  round  of  financing  from  mem- 
bers of  a  Silicon  Valley  investment  club 
known  as  die  Band  of  Angels  (Forbes, 
Nop.  2). 

Andreas  Bechtolsheim  was  among 
Sendmail,  Inc.'s  backers,  along  with 
programming  legend  William  Joy,  his 
cofounder  at  Sun  Microsystems.  Bech- 
tolsheim takes  a  notepad  from  a 
reporter's  hand  and  begins  writing 


down  the  main  points  supporting  his 
recent  investment. 

He  points  out  that  one  of  the- 
biggest  risks  of  investing  in  a  software 
startup  is  that  the  company  may  at 
some  point  become  mired  in  a  dispute 
over  protocol  standards.  With  its  soft- 
ware routing  four  of  every  five  E-mails, 
Sendmail  eliminates  that  risk,  he  says, 
excitedly  circling  "Sendmail"  and 
"80%"  on  the  page. 

Then,  on  the  borrowed  notepad,  he 
begins  frenetically  outlining  and  dia- 
gramming E-mail- based  business 
opportunities.  Billing  services 
scream  to  be  exploited:  With 
E-mail  you  could  quick'y 
review  and  approve  a  bill  or 
resubmit  it  to  your  credit-card 
company  for  clarification, 
saving  time  and  postage  now 
wasted  in  postal  delivery. 

Another  great  prospect — 
home  alarm  systems.  Instead 
of  paying  for  an  expensive 
dedicated  wire  from  your 
home  to  the  alarm  service 
company,  why  not  just  con- 
nect the  break-in  or  fire  sen- 
sors to  an  E-mail  system  that 
could  transmit  alarm  E-mails 
to  you  and  the  police  or  fire 
department  at  a  fraction  of 
the  cost? 

Web  communication  tech- 
nology demanding  high 
bandwidth,  like  Internet 
videoconferencing,  Bechtols- 
heim adds,  is  moving  in  the 
wrong  direction.  E-mail, 
he  says,  is  a  superior  means  of 
communication . 

Scarcely  a  week  goes  by 
without  bringing  another  E- 
mail  innovation.  Motorola  sells  a  wire- 
less, two-way  E-mail  pager  diat  looks 
like  a  Barbie-sized  PC.  Companies  called 
JFAX  and  Webley  read  your  E-mail  to 
you  over  die  phone  and  put  your  oral 
reply  into  a  return  E-mail.  Ford,  gm 
and  Nissan  are  developing  cars 
equipped  with  a  voice -operated  E-mail 
system. 

As  for  Bechtolsheim,  his  chips  are  on 
E-mail.  Ask  him  which  computer  oper- 
ating systems  will  prevail  and  he  shrugs. 
"That's  in  the  past — nobody  cares 
about  that  anymore,"  he  says.  "The 
action  is  in  the  message  game.  There, 
E-mail  wins."  H 


mail. 
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FRANKLIN    INCOME    FUND 

Maximize  Your  Income  Potential 
While  Maintaining  The 
Opportunity  For  Growth 


■  The  Franklin  Income  Fund  is  designed  to 
provide  investors  both  income  and  growth 
potential  by  investing  in  a  diversified  portfolio 
of  stocks  and  bonds,  selected  with  particular 
consideration  for  their  income-producing 
potential.  Our  investment  strategy  focuses  on 
looking  for  undervalued  or  out-of-favor  securi- 
ties that  will  provide  high  current  income  today 
and  offer  the  potential  for  growth  tomorrow. 

■  Designed  to  provide  monthly  income,  this 
fund  has  paid  uninterrupted  dividends  since  its 
inception  in  1 948. The  fund  has  also  paid  capital 
gains  in  45  out  of  49  years.'  Enjoy  the  benefits  of: 

High  Current  Income 

Long-Term  Growth 

Franklin  Templeton  Management  Expertise 

■  Consider  investing  in  the  Franklin  Income 
Fund  as  Franklin  Templeton  celebrates  over  50 
years  of  providing  innovative  financial  products 
and  services  in  the  mutual  fund  industry.  Mail  in 
the  postage-paid  card  or  call  Franklin  today. 

'Pas!  performance  does  not  guarantee  future  results. 
•^High  yields  reflect  the  higher  credit  risks  associated  with  certain  lower- 
rated  securities  in  the  fund's  portfolio  and,  in  some  cases,  the  lower  market 
prices  for  these  instruments. 
Franklin  Templeton  Distributors,  Inc. 
www.frankMn-ternpleton.com 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  Income  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 
□  I  am  currendy  a  Franklin  shareholder. 


77  7  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 


A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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The  delicious  ciiiemma  for  Phii  Anschutz  and  Joe  Nacchio: 
Fill  Qwest  Communications'  capacious  new  network  or  sell  it  off. 

Empty  pipes 


By  Toni  Mack 

An  only-in-America  story:  Joseph 
Nacchio,  the  grandson  of  a  ragpicker 
who  emigrated  from  Italy,  was  the 
first  in  his  family  to  attend  college. 
Now,  at  49,  he's  worth  at  least  $183 
million  and  is  chief  executive  of 
Qwest  Communications  Internation- 
al, the  country's  fourth-largest  long 
distance  company.  Qwest's  own  story 
is  a  probably-only-in-America  one. 
Three  years  ago  it  was  a  gleam  in  the 


eye  of  Philip  Anschutz,  a  Denver  oil 
baron,  now  58.  This  year  it  could  top 
$3  billion  in  revenue;  its  market  cap- 
italization is  $14  billion.  Anschutz's 
stake  is  worth  $7  billion. 

How  did  they  get  there?  Veering 
off  from  his  oil  wells,  Anschutz 
bought  the  Southern  Pacific  Rail 
Corp.,  which  had  rights-of-way  over 
which  fiber-optic  lines  could  be 
dropped.  The  railroad  cofounded  and 


Qwest  Communications  International  Chief  Executive  Joseph  Nacchio 
An  insider  says  Nacchio  wants  to  sell  Qwest  within  24  months. 


then  sold  the  Sprint  network  (the  first 
half  of  the  name  comes  from  the  rail- 
road's initials).  At  that  point  South- 
ern Pacific  still  had  a  fiber-laying  con- 
struction unit  and  rights-of-way 
along  its  rails.  Never  one  to  let  assets 
lie  fallow,  Anschutz  built  Qwest  up 
from  scratch,  to  where  it  now  has 
885,552  miles  of  fiber  stretching  into 
40  states  and  links  abroad,  and  has 
enough  potential  capacity  to  handle 
31  million  simultane- 
ous voice  calls. 

As  for  Nacchio,  he 
worked  his  way  up 
through  the  engineer- 
ing department  at 
AT&T,  from  whence 
Anschutz  plucked  him 
in  1997  to  run  Qwest. 
One  of  Qwest's  accom- 
plishments: providing 
fiber  for  an  Internet 
backbone  that  connects 
130  universities. 

Qwest's  network  is 
capable  of  transmitting 
every  word  and  picture 
in  the  Library  of  Con- 
gress in  the  space  of  20 
seconds.  Says  Nacchio, 
"My  grandparents 
wouldn't  even  under- 
stand what  I  do." 

Nacchio's  phone 
company  has  amply 
demonstrated  its  capaci- 
ties. Now  all  it  has  to  do 
is  demonstrate  an  ability 
to  use  them.  When  he 
lights  Qwest's  last  seg- 
ment next  June,  Nacchio 
will  put  into  operation 
only  1%  of  that  31 -mil- 
lion-simultaneous-call 
capacity.  He  has  signed 
up    customers   to   use 
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around  4%  of  that  1%. 

How  will  he  get  S3  biliion 
in  revenue  this  year?  An  esti- 
mated $619  million  comes 
from  laying  fiber  for  other 
companies.  The  rest  comes  not 
just  from  voice  calis  but  from 
videoconferencing  and  other 
premium-priced  data  services. 

So  far  Anschutz's  instincts 
have  been  vindicated.  He 
defied  conventional  wisdom 
to  build  bandwidth  when 
experts  said  no  more  was 
needed.  Now,  with  Internet 
and  other  data  traffic  increas- 
ing as  much  as  fivefold  a  year, 
his  vision  is  conventional 
wisdom.  Competitors  are  hot 
on  Qwest's  heels,  ixc  Com- 
munications, Williams  Cos. 
and  Level  3  Communications 
are  laying  networks  of  their 
own  with  a  total  2  million 
miles  of  fiber.  AT&T  and  the 
rest  of  the  established  carriers 
are  boosting  capacity,  too. 

This  tidal  wave  of  supply  HH 
smashes  against  the  concrete 
dike  of  the  last  mile — the  grip  that 
SBC,  Bell  Atlantic  and  the  other  local 
companies  hold  on  almost  all  con- 
nections to  U.S.  homes  and  business- 
es. Only  a  trickle  of  traffic  can  seep 
through  those  narrow  connections. 
Big- bandwidth  Qwest  thus  vies  with 
carriers  old  and  new  for  the  relativelv 


Philip 
Not  a 


Anschutz,  Qwest  founder  and  chairman 

Warren  Buffett  buy-and-hold-forever  investor. 


few  customers  now  with  big-band- 
width connections. 

Thanks  to  Anschutz's  farsighted- 
ness, Qwest  is  first  out  of  the  gate. 
IXC's,  Williams'  and  Level  3's  net- 
works won't  be  complete  until  six 
months  to  four  years  after  Qwest's  is. 
Besides  good  timing,  Qwest  has  low 


costs.  Anschutz  mostly  used 
other  people's  money  to  build 
Qwest:  MCI  WorldCom,  GTE 
and  other  carriers  are  paying 
SI. 8  billion  to  have  Qwest's 
construction  company  lay 
fiber  for  them  alongside  its 
own,  reducing  Qwest's  net 
cost  for  its  48  fibers  to  a  scant 
S300  million. 

Result:  Telecom  analyst 
Thomas  Friedberg  of 
Denver's  Janco  Partners  cal- 
culates that  when  all  of 
Qwest's  48  fibers  are  lit,  it  can 
profitably  run  a  43 -megabit 
data  line  for  half  a  cent,  half 
the  cost  of  competing  long 
distance  carriers. 

But  what  about  customers? 
Nacchio  in  June  paid  $4.4  bil- 
lion for  LCI  International,  then 
the  U.S.'  fifth-largest  long  dis- 
tance carrier.  Besides  $1.6  bil- 
lion in  annual  revenues,  LCI 
brought  a  stable  of  customers 
and  salesmen  and  the  billing 
and  network  management  sys- 
tems that  an  ambitious  net- 
work-builder needs. 

But  LCI  is  a  leap  into  telecom's  past, 
technologically.  It's  as  if  Henry  Ford 
had  bought  a  carriagemaker  as  he 
introduced  the  Model  T.  With  LCI, 
plain  voice  calls  connected  by  circuit 
switches  will  generate  58%  of  Qwest's 
revenues  this  vear  and  still  51%  of  the 


The  money  race 

In  1996  Philip  Anschutz,  then  56,  ran  a  marathon  in 
the  Grand  Canyon,  down  one  side  and  up  the  other, 
with  his  sun:  "We  started  at  dawn  and  ended  at  dusk." 

Anschutz  hasn't  stood  still  since  he  took  over  his 
family's  near- bankrupt  Kansas  oil  rig  outfit  at  age  20. 
This  ruminative,  publicity-shy  billionaire  doesn't  say 
much  about  his  operating  methods.  But  his  past  shows 
a  shrewd  pattern.  Anschutz  is  not  a  Warren  Buffett 
buy-and-hold-forever  type. 

In  1979  Amoco  found  a  huge  natural  gas  deposit  on 
one  of  Anschutz's  ranches.  Rising  quickly,  gas  prices 
spiked  to  $8  per  thousand  cubic  feet  by  1982.  That 
year  Anschutz  sold  50%  of  his  share  of  the  field  to 
Mobil  for  $500  million.  Gas  prices  soon  collapsed  and 
today  languish  at  around  $2. 

Anschutz  used  $90  million  as  equity-  toward  the 
$500  million  purchase  of  a  small  railroad,  which  he 
leveraged  into  a  $1.8  billion  buyout  of  the  Southern 


Pacific  Rail  Corp.  in  1988.  He  kept  that  bedraggled 
line  alive  until,  after  the  Burlington  Northern/Santa 
Fe  merger,  Union  Pacific  was  willing  to  pay  nearly  $4 
billion  for  the  Southern  Pacific.  Anschutz  cleared  $1.6 
billion,  pretax. 

Ever  contrarian,  Anschutz  used  $55  million  to  start 
the  outfit  that  became  Qwest  in  1995,  when  almost  no 
one  saw  huge  data-transmission  demand  looming. 
Now  that  it's  obvious  to  everyone  else,  it  would  be 
typical  Anschutz  behavior  to  sell  the  asset. 

But  it  would  also  be  like  Anschutz  to  keep  a  hand  in 
the  business.  He's  still  a  vigorous  oilman,  and  he 
remains  Union  Pacific's  largest  individual  shareholder. 
His  Denver  office  is  decked  with  railroad  memorabilia. 
What  might  he  keep  of  Qwest?  Perhaps  rights-of-way, 
for  future  network  building. 

Anschutz  now  says  last  year's  New  York  marathon 
may  have  been  his  final  one.  But  you  can  bet  that  his 
wealth-building  career  is  nowhere  near  dusk.  -T.M.  ■ 
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$8.7  billion  expected  in  2003,  accord- 
ing to  Lehman  Brothers  estimates. 

The  future  belongs  to  a  new  tech- 
nique called  packet  switching.  Circuit 
switches  were  meant  to  do  one  thing 
only,  to  connect  a  caller  (or  bank  termi- 
nal or  PC)  at  one  spot  to  another.  The 
line  is  tied  up  until  someone  discon- 
nects. It's  like  having  a  cashier  for  every 
single  customer  in  a  fast-food  joint. 

Packet  switching  chops  voices  or 
data  into  small  bites,  each  with  the 
recipient's  address.  The  packets  then 
fly  over  whatever  line  is  available  and 
reconnect  at  the  other  end.  As  in  a 
fast-food  joint,  customers — the  pack- 
ets— can  avoid  lines  that  are  closed  or 
clogged  and  yet  keep  the  place  full  all 
the  time.  This  is  far  superior  to  circuit 
switching  for  the  new,  data-greedy 
Internet  world.  Level  3  will  spend  $8 
billion  to  $10  billion  on  a  network 
that  contains  not  one  circuit  switch. 
Even  telecom's  old  titans  acknowl- 
edge packet  switching's  supremacy 
and  are  revamping  their  own  net- 
works as  quickly  as  possible. 

Nacchio  is  staunch.  "We  can  do 
very  well  in  traditional  long  dis- 
tance," he  says.  "If  we  just  doubled 
our  market  share,  went  from  1.7%  to 
3.4%,  we'd  add  over  $2  billion  of  rev- 
enue. We  think  that's  easy  to  do." 

Meanwhile,  Nacchio  has  snagged 
$1.3  billion  in  wholesale  contracts  to 
lease  lines  to  users  like  Cable  &  Wire- 
less and  Verio  Inc.  He  has  found  cus- 
tomers in  a  federal  agency  ($430  mil- 
lion over  ten  years)  and  in  a  deal  to 
offer  Netscape  customers  packaged 
voice  messages,  E-mail,  fax  and  long 
distance  services  (an  estimated  $165 
million  over  three  years). 

In  September  Nacchio  shelled  out 

The  bandwidth  bulls 


$185  million  in  stock  for  Icon  cmt 
Corp.  Icon  provides  a  plethora  of 
Web  and  network  services  to  Bear, 
Stearns  &  Co.,  CBS,  Pfizer  and  other 
commercial  heavyweights.  Earlier,  he 
had  surged  into  Europe  with  the 
$150  million  cash-and-stock  purchase 
.  of  Eunet  International,  a  European 
Internet  service  provider  with  60,000 
business  customers. 

Nacchio  wrung  $750  million  from 
the  feeble  junk  debt  market  last 
month  to  build  Web-hosting  and 
videoconferencing  facilities,  dubbed 
CyberCenters,  in  10  U.S.  cities.  Next 
month  Nacchio  will  expand  his  7.5- 
cents-a-minute  long  distance-by-Inter- 
net service  to  120  cities  from  eight. 

What  of  Anschutz's  pattern  of 
building — then  selling — an  asset?  In 
an  interview,  Anschutz,  who  owns 
52%  of  the  stock,  flatly  denies  that 
Qwest  is  up  for  sale.  But  one  insider 
quotes  Nacchio  as  saying:  "If  I 
haven't  sold  this  company  in  24 
months,  I'll  consider  it  a  failure." 

Qwest  would  be  a  good  fit  for  local 
Bells  such  as  SBC  or  Bell  Atlantic — or 
for  foreign  outfits  like  the  U.K.'s 
Cable  &  Wireless  or  Japan's  Nippon 
Telegraph  &  Telephone. 

How  much  might  Qwest  fetch? 
Lehman  Brothers  telecom  analyst  Blake 
Bath  reckons  Anschutz  might  accept 
$56  a  share  for  Qwest,  a  40%  premium 
to  its  recent  $40  price.  That  would  mean 
over  $19  billion  for  the  entire  company. 

Responding  to  the  sellout  rumors, 
Anschutz  smiles  quietly  and  says: 
"Timing  is  everything.  By  the  time 
our  competitors  catch  up  with  us,  we 
may  not  be  here  anymore."  Yes,  his 
timing  is  good.  That's  how  he  got  to 
be  a  billionaire.  M 


Company      Network        Fiber 
miles          miles 

Total  cost 
($mil) 

Completion 
date 

Niche 

Qwest            18,449        885,552 

$2,100 

mid-1999 

Everything  to  everyone:  wholesale,  retail, 
data,  circuit-switched  voice 

IXC               15,000        410,000 

932 

end  1999 

Wholesale  to  other  carriers,  retail  to 
small  and  medium-size  businesses 

Level  3         18,000"     1,240,000 

6,000- 
8,000t 

2003 

All  packet  switched,  only  retail  to 
big-business  customers 

Williams       32,000        348,000 

3,700 

end  2000 

"The  Carrier's  Carrier":  wholesale  only, 
to  other  carriers. 

'U.S.  portion  only  fForbas  estimate. 

Qwest  will  soon  vie  with  other  new  networks  to  fill  its  huge  capacity. 
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By  Thomas  Sowell 


Titanic  problems  in  academe 


As  the  ship 
sinks  the  cap- 
tain announces 
that  his  last 
priority, 
should  time 
permit,  is 
to  save  the 
passengers. 


Rumblings  of  dissatisfaction  with  the  aca- 
demic world  have  been  growing  louder  in 
recent  years  but  this  has  not  provoked  any 
great  soul-searching  among  tenured  profes- 
sors or  college  presidents.  Indeed,  the  reac- 
tions of  a  typical  college  or  university  presi- 
dent have  been  analogized  to  that  of  a  captain 
of  a  ship  that  has  just  struck  an  iceberg. 

As  Arthur  Levine,  president  of  Columbia 
Teachers  College,  puts  it,  the  captain 
announces  "as  the  ship  sinks  that  his  highest 
priority  is  to  save  the  crew.  The  next  priority 
is  to  avoid  any  inconvenience  as  the  ship 
goes  down  by  continuing  all  activities — the 
midnight  buffet,  the  bingo  game,  and  the 
shuffleboard  tournament.  The  third  priority 
is  to  repair  the  ship.  And  the  fourth  and 
final  priority,  should  time  permit,  is  to  save 
the  passengers." 

Anyone  who  does  not  understand  that 
the  academic  crew — the  faculty — is  the 
number  one  priority  on  campus  simply  does 
not  understand  the  academic  world.  The 
passengers — the  students — come  last,  espe- 
cially if  they  are  undergraduates. 

All  sorts  of  fashionable  activities,  from 
politically  correct  courses  to  psychological 
counseling  and  overseas  trips,  will  be  pre- 
served at  all  cost,  while  budgets  are  cut  in 
mathematics  and  science  departments  and 
in  the  medical  school.  Big-name  universities 
will  lavish  six-figure  salaries  on  deconstruc- 
tionist  professors  whose  chief  claim  to  fame 
is  that  other  deconstructionist  professors 
like  them,  while  freshmen  are  being  taught 
by  low-budget  graduate  students,  many  of 
whom  are  from  foreign  countries  and  do 
not  speak  intelligible  English. 

Most  college  presidents  are  not  stupid  or 
depraved,  despite  appearances  to  the  con- 
trary, and  many  have  a  very  keen  sense  of 
the  realities  of  their  position.  A  college  pres- 
ident cannot  hire  professors  and  can  seldom 
fire  one,  except  for  something  that  would 
get  the  prof  imprisoned  or  executed  anyway. 

Unable  to  determine  either  personnel  or 
policy,  nor  even  to  maintain  quality  control 
of  the  product,  an  academic  chief  executive 
has  nothing  of  the  powers — or  responsibili- 
ties— of  a  ceo  in  private  industry.  Most  of 
the  big  decisions  arc  either  made  by  the  fac- 
ulty or  cannot  be  made  over  the  opposition 


of  the  faculty.  Moreover,  the  faculty  know 
that  presidents  come  and  go,  while  a  full 
professor  goes  on  like  Old  Man  River. 

Collective  decision-making  by  hundreds 
of  prima  donnas,  none  of  whom  can  be 
fired  or  even  demoted  for  being  wrong,  is 
not  a  system  that  any  other  institution  has 
adopted  anywhere  else  in  the  world.  It  is 
like  Congress  without  elections — a  formula 
for  total  irresponsibility  and  self-indulgence. 

That  is  why  hundreds  of  students  can  be 
packed  like  sardines  into  a  huge  lecture  hall 
for  Economics  1,  taught  by  some  junior  fac- 
ulty member  without  enough  clout  to  get 
out  of  teaching  anything  so  elementary. 
Meanwhile,  some  senior  professor  in  the 
same  department  may  hold  a  littie  boutique 
seminar  for  six  in  his  pet  sub-specialty,  far 
off  the  beaten  track  from  anything  that 
undergraduates  need  to  know. 

When  budget-crunch  time  comes,  two 
classes  of  Economics  1  with  400  students 
each  may  be  more  likely  to  be  combined  into 
one  class  with  800  students  than  is  the  big- 
name  professor's  seminar  to  be  touched.  It's 
all  about  the  crew,  not  the  passengers. 

Recent  proposals  to  keep  tenure  from  being 
a  blank  check  for  life  by  having  post-tenure 
reviews  of  faculty  performances  have  provoked 
outrage  on  campus.  The  American  Association 
of  University  Professors  has  reluctantly  accept- 
ed the  idea — provided  that  the  results  of  these 
reviews  cannot  be  used  to  fire  anyone. 

Accountability  for  results  is  what  the 
aaup  will  not  accept  for  professors,  any 
more  than  the  National  Education  Associa- 
tion will  accept  it  for  school  teachers.  But, 
without  accountability,  all  the  educational 
reforms  that  come  and  go  are  mere  changes 
in  cosmetics  and  atmospherics. 

Accountability  means  ultimately  that  deci- 
sion-making power  must  be  put  into  the 
hands  of  someone  who  can  be  fired.  Almost 
by  default,  that  is  the  college  or  university 
president.  Moreover,  the  trustees  with  the 
ultimate  power  to  fire  an  academic  chief  exec- 
utive must  be  people  who  cannot  be  cowed 
or  befuddled  by  shrill  cries  of  "academic  self- 
governance"  or  "academic  freedom." 

Both  these  terms  have  been  prostituted  into 
narrow,  self-serving  claims  to  privilege,  power 
and  unfettered  access  to  the  public  treasury.    H 


Dr.  Thomas  Sowell  is  an  economist  and  a  senior  fellow  at  the  Hoover  Institution  in  Stanford,  Calif. 
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Management:  "Dale  Carnegie 
Training"  has  been  vital  to  me  as 
I  have  assumed  increased 
responsibility." 

Risk-taking:  "I  have  been  able  to 
step  out  onto  the  edge  and  lean  into 
new  situations  with  confidence." 

Sales:  "I  am  more  effective  when 
meeting  with  customers,  making 
presentations  and  representing 
Oracle  in  public  forums." 

Leadership:  "Being  able  to  confi- 
dently step  up  in  front  of  a  group 
and  enthusiastically  focus  on  the 
message  makes  me  a  much  more 
effective  leader." 

To  read  more  of  Wendy's  story— 
and  to  see  how  you  can  give  your 
employees  this  kind  of  edge — 
visit  our  web  site  at: 
www.dalecarnegie.com 

You'll  learn  about  all  of  our  training 
options,  including  team-building, 
leadership,  and  relationship  selling. 
Or,  to  find  the  licensed  representa- 
tive nearest  you,  contact  us: 
1-800-231-5800  Ext.  202 


Never  before  a  nation  of  emigrants,  the  French 
are  starting  to  flee  their  homeland.  They  are  fleeing 
a  benign  tyranny  they  find  stultifying. 

Even  the  chefs 
aire  leaving 
France 


By  Richard  C.  Morais 

Leslie  Caron,  the  great  French 
actress,  owns  the  stylish  but  relaxed 
La  Lucarne  aux  Chouettes  restaurant 
in  Burgundy.  In  this  17th-century  inn 
diners  are  treated  to  rabbit  pate  and 
pan-fried  perch,  wild  flowers  and 
peasant  earthenware.  Charming — but 
a  terrible  place  to  do  business.  "It's  a 
witch-hunt  that's  going  on,"  says 
Caron.  "The  owner  of  a  business  is  a 
villain  to  be  punished  at  all  costs." 

Caron  describes  her  problems: 
French  law  stipulates  that  the  kitchen 
staff  in  her  size  restaurant  can  work 
only  43  hours  a  week.  But  the  restau- 
rant business  is  about  long  hours,  so 
Caron  has  to  pay  overtime  up  to 
150%  of  the  basic  wage,  plus  often 
giving  the  employee  paid  compen- 


satory time  off.  That's  not  too  far 
from  the  situation  in  a  unionized 
New  York  restaurant. 

But  in  Caron's  case,  the  French 
view  that  an  employer  is  an  exploiter 
of  the  masses  led  to  some  spectacular 
abuse.  She  says  her  employees  played 
the  system,  submitting  massive  over- 
time demands  calculated  to  the 
minute;  some  wound  up  with  ten 
weeks'  paid  vacation. 

Caron  fired  one  employee  who  she 
felt  was  working  extra  slowly  to 
increase  his  overtime.  As  the  law 
required,  she  paid  him  two  months' 
severance.  Miffed,  he  returned  with  a 
local  union  official  and  they  "extort- 
ed" six  months'  pay,  threatening  her 
with  a  traumatic  and  lengthy  battle  in 


a  workers'  court.  Caron,  exhausted 
by  the  ordeal,  caved  in. 

Now  you  know  why  restaurant 
meals  cost  so  much  in  France.  A 
dinner  for  two  with  a  modest  bottle 
of  wine  at  Caron's  La  Lucarne  aux 
Chouettes  will  set  you  back  about 
$100.  You  have  to  reserve  if  you 
want  a  table  during  the  weekend.  Yet 
Caron  claims  she  is  not  making  any 
money.  "I  am  desperate,"  she  says.  "I 
am  a  whore  giving  all  my  money  to  a 
pimp,  who  is  the  government." 

A      great      per- 
Leslie  Caron  former,  Caron 

The  govern-  knows  how  to  dra- 

ment  is  killing  matize  her  prob- 
her  business.  lems,  but  her  feeling 
■■■■  that    she    is    little 
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more  than  a  conduit  between  the 
customer  and  the  government  is 
shared  by  much  of  French  business. 
Though  the  current  statistics  speak  of 
a  smart  pickup  in  the  French  econo- 
my, this  ancient  country  of  58  million 
is  facing  an  economic  and  social  crisis 
as  bad  as  Japan's,  a  crisis  that  bodes  ill 
for  the  euro,  the  soon-to-be-born  eu 
currency. 

The  French  government's  share  of 
GDP  is  now  54%,  far  ahead  of  the  32% 
extracted  by  federal,  state  and  local 
governments  in  the  U.S. — and  rapid- 
ly closing  in  on  Sweden's  63%. 
France's  top  marginal  tax  rate  was 
just  reduced  to  54%  from  57%,  but  it 
is  still  one  of  the  highest  in  the  world. 
Even  before  local  taxes  and  social 


taxes  are  added,  the  deduc- 
tions beat  New  York  City's 
combined  federal,  state  and 
local  top  rate  of  48%.  New     ■■■■ 
Yorkers  pay  8.25%  in  sales 
tax,  but  the  French  are  burdened  by 
a  value-added  tax  of  20.6%  on  almost 
all  goods  and  services. 

Who  benefits  from  these  high  taxes 
and  the  tangle  of  labor  laws  that 
make  life  so  difficult  for  Leslie  Caron? 
Not  the  ordinary  French  person. 
According  to  the  oecd,  France  has 
fallen  in  the  past  three  decades  from 
6th  to  1 3th  place  in  the  world  in  per 
capita  purchasing  power. 
•  The  French  system  divides  the 
nation  into  two  classes:  those  with 
jobs  and  those  without.  Those  with 


Jobless  activists 
in  1997 

One  in  eight  is 
out  of  a  job. 


jobs  have  security,  short 
working  hours  and  long 
vacations.  The  jobless — one 
in  eight — get  the  dole  and 
few  prospects.  And  it  is  the 
younger  French  who  pay  the 
highest  price.  Among  people 
under  25,  the  unemploy- 
ment rate  jumps  to  22% — 
one  in  four  young  people 
who  leave  school  can't  find 
work. 

This  reporter  spoke  with 
soft-spoken  Mustafa  Kesabe, 
25,  standing  in  line  at  the 
unemployment  office  in 
Paris's  13th  arrondissement. 
The  delivery  company  he 
worked  for  went  bust  two 
years  ago,  and  he's  been 
unemployed  ever  since — 15 
job  interviews  with  no 
offers.  That  he  is  of  North 
African  descent  is  certainly  a 
handicap  in  France,  but  his 
greater  problem  is  that,  at 
sky-high  French  wage  rates, 
no  one  will  hire  an  in- 
experienced, poorly  educat- 
ed youth.  Nor  was  there  a 
shortage  of  well-dressed 
white  skins  in  that  un- 
employment line. 

It's  not  that  wages  are 
especially  high  in  France.  A 
French  factory  worker  will 
clear  about  $17,500  a  year. 
It's  the  employment  taxes 
that  make  French  labor 
among  the  most  expensive 
in  the  world.  The  charges 
are  so  convoluted  it's  hard 
to  make  direct  comparisons, 
but  social  taxes  cost  the 
employer  at  least  50%  on  top 
of  an  employee's  basic  salary. 
In  the  U.S.  taxes  like  Social  Security 
and  disability  cost  the  employer 
7.65%  on  the  first  $68,400  and 
1.45%  thereafter.  In  Britain  the  max- 
imum an  employer  pays  is  10%. 

Earlier  this  year  newspapers  report- 
ed that  French  pastrymakers  and  hair- 
dressers were  registering  their  busi- 
nesses in  Wales  to  avoid  paying  the 
punitive  social  taxes  and  complying 
with  rigid  labor  laws. 

In  a  way,  the  labor  laws  are  worse 
than  the  taxes.  Miriam  Haddou,  a 
top-rate  hairdresser  with  20  years' 
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October  '98  train  strike 

The  issue:  drivers'  security. 


experience,  says  she  is  in 
danger  oflosing  her  year- 
old  salon  because  she 
hung  out  her  shingle 
before  completing  the 
official  two-year  diploma. 
Haddou  was  already  com- 
plying with  "noncom- 
pete" regulations  by  open- 
ing up  more  than  two 
kilometers  from  her  last 
employer.  Even  a  full-time 
cleaning  lady  in  a  school 
building  must  first  take  a 
national  civil  service  exam 
before  she  can  push  her 
mop.  Employers  are  rou- 
tinely raided  by  "inspec- 
tors of  work" — demanding  detailed 
explanations  for  something  as  simple 
as  a  bonus — and  the  paperwork  to 
cut  a  simple  salary  check  is  so  bur- 
densome even  the  smallest  companies 
are  saddled  with  the  weekly  services 
of  specialized  accountants. 

France's  bizarre  answer  to  un- 
employment has  been  to  gradually 
reduce  the  workweek  to  35  hours. 


Labor  inspectors  now  conduct  raids 
on  multinationals  like  Thomson-CSF 
and  Alcatel  to  make  sure  that  top 
executives  don't  work  more  than  38 
hours  without  getting  overtime  pay 
and  extra  vacation.  Of  course,  hard- 
working French  executives  mostly 
ignore  the  law,  but  the  idea  has  a  way 
of  catching  on.  One  entrepreneur 
tells  Forbes  his  sales  manager — 


ranked  6th  in  hierarchy  at  the  140- 
man  company — has  written  the  state 
and  the  company  that  he  will  work 
only  the  required  38  hours  a  week. 

In  the  U.S.  today  it  is  generally 
accepted  that  when  a  longtime 
employee  is  made  redundant,  he  or 
she  is  entitled  to  compensation  in 
some  proportion  to  his  length  of  ser- 
vice. What's  fair  is  fair. 


Below  France's  rosy  economic  headlines  lurks  a  disaster 
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"ces:  INSEE;  International  Statistics. 

•  France  is  cvoeriencing  some 
cyclical  uptick.  with  an  estimated 
2.7%  GDP  growth  for  ij?«.  The 
unemployment  rate  recently  fell  to 
11.8%  from  12.6%.  Not  bad.  Looks 
like  France  is  back  on  track. 

RESEARCHER   MARY  SPENCER 


Factory-level  workers 


Luxembourg 


Low-level  office  workers 
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Source:  OECD  1997  estimates. 

•  But  that  picture  is  illusory. 
Under  the  surface  a  rot  has  set  in. 
The  core  of  the  problem:  The  French 
state  has  come  to  dominate  the 
French  economy,  fast  becoming 
another  Sweden. 


Note:  constant  1970  prices. 

Source:  INSEE. 

•  The  more  the  French  state 
manipulates  its  economy,  the  less 
there  is  of  it.  The  reality:  stagnation. 
The  average  Frenchman  is  making 
about  as  much  today  as  he  did  20 
years  ago. 


Note:  0ECD=100.  World  rank  in  parentheses. 
Source.  OECD. 

•  And  France's  fabled  standard  of 
living  is  falling  fast.  In  1970  France 
was  the  6th-wealthiest  nation  on 
earth  based  on  per  capita  purchas- 
ing power,  but  has  fallen  to  13th. 
The  U.S.  is  still  2nd. 
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But  in  France  employees'  rights  go 
to  ridiculous  extremes.  An  employer 
must  keep  a  job  open  for  three  \  ears 
for  an  employee  who  goes  on  mater- 
nity leave.  Even  the  lowest-level  jobs 
are  tied  up  in  complicated  contracts, 
and  pity'  the  employer  who  fails  to 
provide  them:  The  courts  will  rule 
that  after  just  two  paychecks  the 
employee  was  hired  indefinitely  and 
it  will  cost  the  company  from  3  to  12 
months'  pay  to  get  rid  of  him.  And 
employers  are  pressured  by  collective 
agreements  to  reward  clerical  staff, 
sav,  by  seniority  rather  than  merit, 
while  raises  must  first  be  discussed  at 
a  workers'  council.  Fail  to  do  so  and 
an  employer  could  wind  up  in  court. 

American  businesspeople  are  fond 
of  saying— and  with  good  reason — 
that  their  employees  are  their  most 
important  asset.  A  business  that  is 
adding  employees  is  considered  a 
healthy  enterprise.  In  France,  adding 
a  worker  means  taking  on  a  liability. 
Thus  expansion  isn't  worth  the  price. 

Leslie  Caron  puts  what  is  happen- 
ing in  colorful — if  somewhat  exag- 
gerated— terms:  "All  the  factory 
owners  I  know  are  moving  to  the 
U.S.  All  the  best  chefs  have  left 
France.  It  took  me  six  months  of 


vaiting  to  happen. 


French  taxes  related 
to  unemployment 

50%        .-aw 


advertising  to  find  a  chef.  I  finally 
found  a  Japanese." 

But  she's  right.  In  the  past  the 
French,  unlike  the  Germans  and  Ital- 
ians and  British,  did  not  emigrate  in 
great  numbers.  That  has  changed. 
Either  in  pursuit  of  work  or  in  pursuit 
of  a  better  place  to  work  on  their 
dreams,  the  French  are  voting  with 
their  feet.  According  to  the  country's 
Office  of  International  Migration,  1.7 
million  French,  or  7%  of  the  total 
work  force,  worked  abroad  in  1997. 
They  are  often  the  best  and  brightest. 
A  quarter  of  the  nation's  graduates 
now  leave  the  country,  with  an  esti- 
mated 180,000  French  in  London 
alone,  according  to  one  internal  gov- 
ernment report. 

Francois  Couturier,  46,  worked 
hard  to  build  three  Midas  Muffler 
garages  in  Paris  into  a  $3  million  rev- 
enue business.  In  1992  he  cashed  out 
and  moved  to  a  small  villa  over- 
looking Cannes.  He  wanted  to 
rebuild  his  businesses  in  the  south. 

He  couldn't.  Tax  officials  demand- 
ed a  $2,000  "advance"  on  taxes 
before  the  business  was  even  open;  he 
was  faced  with  hundreds  of  declara- 
tions he  had  to  fill  out.  "I  couldn't 
stand  the  hassle,"  he  says.  Fed  up, 
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•  Why  the  collapse?  Simple: 
The  more  the  state  grabs,  the 
more  the  private  sector  is 
squeezed  out.  The  trend  is 
unmistakable.  Rising  taxes 
and  rising  unemployment. 


•  Social  disaster.  Under  25s  are 
unemployed  at  a  22.5%  rate, 
versus  the  11.8%  average. 
Worse:  The  trend  has  festered  for 
years,  creating  a  generation  who 
have  never  worked. 
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Source:  French  Interior  Ministry. 

•  1998  has  seen  a  series  of  vio- 
lent demonstrations  by  young 
jobless  and  disgruntled  high 
schoolers.  The  rage  grows,  with 
juvenile  crime  alone  jumping 
66%  in  five  years. 
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How  Good 

Desigfn  Drives 

Perrormance? 


Same  Thingf  In 
The  ^ft>rkplace. 

Leam  how  by  contacting  a  prolessional 

designer  through  AblD  s  worldwide 

Interior  Design  Rercrral  Service. 

AS!  I  )  workplace  designers  will  listen 

to  your  needs,  understand  your 

strategic  goals,  and  design  a  space 

that  will  help  you  increase 
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Your  most  valuable  business  opportunities  are  often 
the  ones  closest  to  you.  So  it's  critical  to  retain,  strengthen 
and  expand  your  current  customer  relationships.  That's  why 
PricewaterhouseCoopers  and  Siebel  Systems  have  formed  a 
global  alliance  to  deliver  world-class  solutions  for  enterprise- 
wide  customer  relationship  management. 
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PricewaterhouseCoopers  global  management  consultants 
are  already  at  work,  shaping  the  power  of  Siebel  sales,  marketing, 
and  customer  service  systems  to  the  unique  business  needs  of 
leading  organizations.  Our  solutions  are  helping  companies  such 
as  Compaq  and  American  International  Group,  Inc.  maximize 
the  full  value  of  their  customer  relationships. 

Can  we  help  your  organization  see  all  the  value  in  its 
customer  relationships?  Please  give  us  a  call  at  1-800-720-3115 
ext.  9247,  or  visit  us  at  www.pwcglobal.com  or  www.siebel.com. 
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Sales  *  Marketing  •  Customer  Service 


Delivering    Customer    Success 


Couturier  moved  to  Aspen,  Colo., 
bought  out  the  tiny  Rocky  Mountain 
Pie  Co.  and  is  now  busy  expanding 
that  business.  France  thus  lost  what 
every  country  today  needs:  an  ener- 
getic entrepreneur. 

Pierre  Lellouche,  a  Gaullist  deputy 
in  the  National  Assembly,  complains: 
"The  very  rich  and  the  risk-takers  are 
leaving  the  country  for  London  or 
New  York.  Those  paying  into  the 
system  are  becoming  a  minority." 

Many  of  France's  pundits  say  not 
to  worry.  The  EU,  Maastricht's  3% 
limit  on  budget  deficits  and  the  euro 
will  combine  to  force  the  necessary 
structural  reforms  on  France. 

Or  maybe  the  opposite  will 
happen.  France  today  betrays  many  of 
the  signs  of  the  cultural  and  social 
rigidity  that  has  paralyzed  Japan.  But 
instead  of  bending  to  the  outside 
world,  the  stubborn  French  seem 
intent  on  making  the  rest  of  the 
world  more  like  France;  the  govern- 
ment has  fought  tooth  and  nail  to 
export  its  system  of  government  to 
the  rest  of  Europe.  Jacques  Delors, 
the  French  socialist  who  was  the  last 
president  of  the  EU,  wanted  80%  of 
all  European  laws  decided  centrally  in 
Brussels  and  rammed  the  costly 
"social  charter"  into  the  Maastricht 
Treaty. 

Claiming  their  system  is  more 
"humane,"  most  French  intellectuals 
defend  it.  Jacques  Attali — a  top  aide 
to  the  late  president  Francois  Mitter- 
rand— sneered  during  a  1996  televi- 
sion interview:  "I  think  the  status  of 
unemployed  French  people  is  often  a 
great  deal  more  enviable  than  the 
status  of  certain  American  workers." 

To  the  French  jobless,  that's  empty 
rhetoric.  Most  of  those  tax  francs  the 
French  government  collects  go  not  to 
help  the  disadvantaged,  but  to 
middle-class  entitlements.  According 
to  a  four-decade  study  by  David 
Cameron,  professor  of  political  sci- 
ence at  Yale,  the  poorest  40%  of 
France's  population  received  only 
39%  of  the  welfare  budget,  compared 
with  67%  in  Britain.  France's  middle 
class,  in  contrast,  can  tap  a  laundrv 
list  of  housing  subsidies;  comfortable 
state  bureaucrats  get  pension  schemes 
far  more  generous  than  those  found 
in  the  private  sector.  "France  ranks 
among  the  most  inegalitarian  of  the 


The  Unstable  Nation 


France's  history  is  a  trail  of  coups  d'etat  and  bloody  uprisings, 
new  constitutional  republics  interrupted  by  dictatorships.  Since  the 
French  Revolution  of  1789  to  the  wobbly  Fifth  Republic  of  today, 
France  has  had  12  distinct  forms  of  government.  They  include  the 
Empire  (1804-15 — Napoleon  Bonaparte's  dictatorship),  the  revolution 
of  the  Second  Republic  (1848-52  )  and  the  WWII  Vichy  Government 
(1940-45).  Look  at  this  country's  troubled  history  and  it's  clear  that 
France's  culture  of  change  revolves  around  violent  uprisings.  — R.C.M. 


•  The  French  Revolution  of  1789  and  the  storming  of  the 
Bastille  quickly  turned  into  the  Reign  of  Terror.  Louis  XVI 
and  clergy  were  beheaded,  the  nation's  classic  institu- 
tions razed.  The  revolutionaries  wanted  to  create  an 
entirely  new  society  from  scratch. 


•  The  1848  revolution  was  the  back- 
drop for  Victor  Hugo's  Les  Miserables 
and  the  Second  Republic;  then  came 
the  Second  Empire  when  Napoleon  III 
(above)  ruled. 


•  A  military  coup  brought  on  by  the  Algerian  war  of  independence  returned  General  de  Gaulle  to 
power  in  1958  as  president  of  the  Fifth  Republic.  The  student  riots  of  1968  brought  de  Gaulle  down. 
How  will  the  present  malaise  be  resolved? 
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"I  Saw  Stern  Stewart's  EVA  Work 
At  Eli  Lilly  At  Guidant,  I  See  EVA 
Working  .Wonders." 


James  M.  Cornelius 
Chairman,  Guidant  Corporation 


'In  the  Fall  of  1993.  the  Eli  Lilly  board  of  directors  invited  Stern 
Stewart  Managing  Partner  Joel  Stern  to  educate  us  in  the  use  of 
Economic  Value  Added  (EVV )  both  as  a  measurement  tool  and  a 
bonus  incentive  system.  We  later  decided  to  launch  KVA  at  Lilly,  and 
as  CFO.  I  presided  over  its  implementation.  I  saw  EVA  work  at  Eli 
Lilly  At  Guidant,  I  see  it  working  wonders. 

E\A.  put  simply,  is  net  operating  profit  after  taxes  minus  a  charge 
for  the  cost  of  the  capital  necessary  to  generate  that  profit.  EVA  tells 
you  whether  you  are  beating  your  cost  of  capital  and,  if  you  are  not, 
it  forces  you  to  rethink  your  business  strategy.  In  1994,  Lilly  tied 
annual  cash  bonuses  of  our  senior  managers  to  EVA  profit  improve- 
ment. From  1995  to  1997,  Lilly  stock  increased  324%  while  the  S&P 
500  increased  1 1 1%  and  a  peer  group  of  1 1  other  pharmaceutical 
companies  increased  about  200%.  So,  when  we  launched  Guidant 
Corp.,  we  brought  EVA  with  us. 

"Guidant  was  formed  in  1994  as  a  spinoff  from  Lilly  of  five  medical 
device  companies  which  we  combined  to  focus  on  cardiovascular 
disease.  Over  60  million  people  in  the  U.S.  suffer  from  some  form 
of  this  disease.  Treatment  costs  exceed  $  1 50  billion  a  year.  In  four 
years,  we've  developed  into  a  $2  billion  business  with  a  new-product 
pipeline  that  promises  continuing,  powerful  growth  in  the  years 
justahead. 

'We  pioneered  the  implantable  defibrillator  to  treat  abnormally  fast 
heart  rhythms.  Today,  we  are  the  only  company  to  market  a  dual 
hamber  device  containing  both  a  pacemaker  and  a  defibrillator.  We 
are  the  global  leader  of  sophisticated  device  implants  to  treat  cardiac 
arrhythmias.  We  are  a  leading  manufacturer  of  stents  and  catheters 
used  to  prop  open  blocked  coronary  arteries.  Experts  will  tell  you 
that  the  implantable  defibrillator  and  the  coronary  stent  represent 
die  two  most  critical  products  in  cardiovascular  technology  today, 
and  right  now,  we  are  the  leaders  in  both  areas. 

'At  Guidant,  we  linked  management  bonuses  to  Stern  Stewart  EVA 
)erformance  targets  and  delivered  stock  ownership  thorough  our 
options  program  for  all  management.  If  a  target  acquisition  isn't 


EVA  positive  here,  we  don't  do  it.  We  pay  EVA  performance  bonuses  to 
Guidant  technologists  who  develop  new  products  within  specified 
time  frames,  and  we  are  seeing  product  innovation  here  that  we've 
never  seen  before.  All  our  employees  are  Guidant  shareowners  today, 
and  they  are  performing  at  levels  we've  never  before  experienced. 

"One  hundred  dollars  invested  in  Guidant  stock  in  1994  is  worth 
over  $1,000  today.  We've  added  almost  $10  billion  of  market  value 
in  four  years  and  almost  $200  million  in  EVA  profit  improvement. 

"I'm  convinced  these  results  are  largely  because  of  EVA  and  because 
our  people  have  stock  ownership  in  the  company.  They  keep  look- 
ing for  ways  to  improve  our  business  because,  at  the  end  of  the  day, 
a  significant  share  of  their  annual  cash  bonuses  are  tied  to  EVA 
improvement  and  to  holdings  of  Guidant  stock  in  their  benefit  and 
retirement  plans.  All  that  they  have  accomplished  couldn't  have 
been  done  without  EVA." 


STERN  STEWART'S 


Stern  Stewart  has  helped  hun- 
dreds of  large  and  middle- 
market  companies  worldwide 
implement  its  EVA  financial 
management  and  incentive 
compensation  system.  Get  the 
full  story  in  the  firm 's  newest 
book  on  how  corporations 
are  using  EVA  to  achieve 
unmatched  performance.  For 
more  information,  contact 
Al Ehrbar  at  (212) 
261-0600.  _**■»> 
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Stern  Stewart  &  Co. 

THE  EVA  COMPANY® 


www.eva  com 
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advanced   capitalist   democracies," 
claims  Cameron. 

For  all  its  great  civilization,  France 
has  a  history  of  change  coming 
through  violence.  During  the  first 
days  of  1998  tens  of  thousands  of 
young  jobless  turned  desperation  into 
rage.  To  demonstrate  their  resent- 
ment towards  those  luckier  than  they, 
they  stormed  through  the  streets  of 
Strasbourg,  Paris,  Marseilles  and  St. 
Etienne,  smashing  street 
windows  and  burning 
some  600  cars. 

Even  as  violent  crime  is 
dwindling  in  the  U.S.,  it 
is  growing  in  France.  As 
the  year  drew  to  an  end, 
millions  of  commuters  in 
the  environs  of  Paris,  Le 
Mans  and  Calais  were 
stranded  when  train  and 
bus  drivers  walked  off  the 
job.  This  wasn't  a  pay 
dispute.  The  transport 
workers  were  demanding 
better  security.  They  were 
fed  up  by  the  knives, 
threats,  beatings,  guns 
and  Molotov  cocktails 
routinely  used  against 
them  by  out-of-control 
teenagers.  To  the 
teenagers,  the  transport 
workers  represented  the 
haves  with  the  jobs  they 
were  denied. 

A  week  later  500,000 
high  school  students 
across  the  country  began 
a  series  of  demonstra- 
tions, protesting  the  over- 
crowding and  poor  state 
of  their  schools.  This 
reporter  joined  28,000 
students  marching  with  bongo  drums 
and  banners  through  Paris  as  thou- 
sands of  riot  police  stood  by,  finger- 
ing their  batons.  Cars  were  torched, 
stores  smashed,  and  heads  beaten. 

The  students  have  cause  to  com- 
plain. The  French  government 
spends  a  generous  6.2%  of  GDP  on 
education,  compared  with  5.8%  in 
Germany  and  5.6%  (public  and  pri- 
vate) in  the  U.S.  The  trouble  is  that 
France's  education  system  is  so  cen- 
tralized in  the  hands  of  a  few  Parisian 
bureaucrats,  funds  often  don't  get  to 
where  they  are  needed. 


"The  roof  of  our  class  leaks  rain, 
and  we  have  no  equipment,"  com- 
plained Sonia,  18,  studying  to 
become  a  seamstress.  But  it  soon 
became  clear  that  Sonia's  angst 
wasn't  about  dripping  ceilings — but 
with  her  dismal  job  prospects.  "My 
dream  of  becoming  a  new  Jean-Paul 
Gaultier  is  dying,"  she  says. 

"Who  sows  misery  reaps  rage," 
proclaimed  a  sign  waved  by  the  job- 


less  illegally   occupying   a 
government  building. 

"The  country  is  months 
away  from  an  explosion,"  Mi 
says  Philippe  Lacombe,  a 
high-ranking  social  worker  who 
works  with  the  hardest  young  crimi- 
nals all  across  the  country.  He  paints 
for  Forbes  a  frightening  picture  of 
the  country's  ghettos:  "A  teacher  I 
knew  just  quit  because  her  car  was 
broken  into  four  times  in  one  week. 
She  caught  the  thieves,  10-  and  12- 
year-olds,  and  they  beat  and  kicked 
her. 


Jobless  rage, 
January  1998 
Will  riots  ensue 
as  in  1968? 


"I  was  in  the  Bronx  two  years  ago. 
Things  are  bad  there  but  getting 
better.  The  exact  opposite  is  happen- 
ing in  France.  Things  are  getting 
much  worse." 

-Not  for  the  6  million  French  lucky 
enough  to  work  in  the  public  sector. 
They  hold  every  fourth  job  in  the 
nation  and  enjoy  unparalleled  securi- 
ty. Frank  Bournois,  professor  of  man- 
agement at  the  University  of  Paris  II 
and  himself  a  state 
employee,  says  it  is  impos- 
sible for  a  French  bureau- 
crat to  lose  his  job  "unless 
he  rapes  someone." 

"The  real  difference  in 
France  is  not  between 
those  who  work  and  those 
who  don't  work,"  says 
Lellouche,  the  Assembly 
deputy,  "but  between 
those  who  work  in  the 
private  sector  exposed  to 
risk  and  competition  and 
those  who  work  for  the 
public  sector — lifelong, 
guaranteed  employment." 
Moreover,  this  same 
bureaucracy  is  at  the  heart 
of  the  corruption  that  has 
so  corroded  French  life. 
Bureaucrats  can  and  do 
sell  their  services  else- 
where in  the  public 
system;  sometimes  even  in 
the  private  sector  (they  are 
permitted  to  top  up  their 
base  salary  by  66%). 
Public  disclosure  of  such 
conflicts  is  often  not 
required. 

Literally  hundreds  of 
politicians — from  govern- 
ment ministers  to  sena- 
tors— have  been  charged 
with  corruption,  housing 
scandals,  kickbacks. 

France's  bureaucrats  have 
become  both  the  grand 
and  the  petty  nobility  of  modern 
France.  Of  the  Fifth  Republic's  16 
prime  ministers,  14  have  been 
bureaucrats. 

Consider  the  scandals  currently 
filling  the  French  papers:  Former 
prime  minister  Alain  Juppe  is  under 
investigation  for  financial  impropri- 
eties at  his  Gaullist  party,  an  investi- 
gation dangerously  close  to  President 
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Chirac.  Meanwhile,  a  kickback  scan- 
dal over  a  Taiwan  arms  deal  and  its 
investigation  swirls  around  the 
former  socialist  foreign  minister 
Roland  Dumas.  His  former  mistress, 
paid  to  lobby  the  minister  by  an  oil 
company,  recently  wrote  the  eye- 
catching book,  Whore  of  the  Repub- 
lic. Today  Dumas  presides  over 
France's  constitutional  court. 

Is  there  a  Margaret  Thatcher  in  the 
wings  to  turn  France  away  from  cor- 


Nor  have  France's  fabled  intellec- 
tuals provided  any  answers.  "France 
is  very  close  to  the  old  Soviet 
Union,"  says  Pascal  Salin,  an  eco- 
nomics professor  at  the  University  of 
Paris,  Dauphine.  "Mainstream 
thought  is  shared  everywhere — at 
school,  the  media,  in  government.  It 
is  very  difficult  to  express  different 
views."  Salin  warns  his  doctoral  stu- 
dents that  they  are  unlikely  to  get 
teaching  jobs;  selection  is  controlled 


rupt  statism?  A  Ronald  Reagan?  No 
sign  of  it.  The  fractured  center-right 
of  France  is  largely  ideologically  indis- 
tinguishable from  the  socialists,  just 
less  competent.  "Britain's  Tony  Blair 
is  to  the  right  of  the  French  right," 
says  Lellouche.  Yale's  Cameron 
points  out  that  the  biggest  extensions 
of  the  welfare  state  came  under  de 
Gaulle  in  the  1960s  and  under  the 
conservative  administration  of  Gis- 
card  d'Estaing  in  the  1970s. 

The  only  party  offering  reform 
these  days  stokes  the  fires  of  rage. 
France's  extremist  part)',  the  Nation- 
al Front,  has  come  from  nowhere  to 
claim  15%  of  the  popular  vote  by 
promising  to  evict  foreigners  from 
French  soil.  Hitler  did  the  same 
thing  much  more  effectively.  Not 
much  hope  from  that  quarter,  then. 


by  the  leftist  trade  union  of 
academics.  What  happens  to 
the  students?  "They  leave. 
Mostly  to  the  U.S."  wmmm 

Lellouche  calls  France  a 
"soft  Soviet  Union."  His  book,  The 
Immobile  Republic  (Forbes  June  i), 
argued  that  personal  freedoms 
would  serve  France  better  than  the 
state  subsidies  they  get  in  exchange 
for  accepting  so  much  government. 
The  book  was  hardly  reviewed  in 
France,  because,  he  says,  "it  was 
outside  the  mainstream."  Adam 
Gopnik  recently  wrote  in  The  Nov 
Yorker:  "[A]  French  journalist 
remarked  that  leafing  through  a 
copy  of  FORBES  is  like  reading  the 
operating  manual  of  a  strangely 
sanctimonious  pirate  ship." 

To  this  way  of  thinking,  free  enter- 


Striking  students, 
October  '98. 
Youth  crime 
soars. 


prise  capitalism  is  piracy  and  any 
defense  of  it  is  sanctimonious.  No 
surprise,  really.  According  to  the 
great  economist  Friederich  Hayek, 
France's  L'Ecole  polytechnique  is 
the- real  birthplace  of  socialism. 

It  was  around  the  polytechnique 
at  the  dawn  of  the  19th  century  that 
the  pretentious  scoundrel  Count 
Henri  de  Saint-Simon  gave  birth  to 
a  notion  that  has  justified  most 
statist  societies  since  then.  Saint- 
Simon  taught  that  enlight- 
ened scientists,  applying 
their  education  and  reason, 
could  organize  society 
along  scientific  production 
methods  and  thereby  elim- 
inate injustices  and  ineffi- 
ciencies. There  would 
no  longer  be  the  need 
for  "government,"  merely 
"administration." 

It  may  be  unfair  to  blame 
Saint-Simon  for  the  horrors 
of  Stalin  and  Mao  and  Pol 
Pot,  to  say  nothing  of 
Hitler,  but  there's  no  ques- 
tion that  his  arrogant  ratio- 
nalism still  infects  French 
thinking,  now  masquerad- 
ing as  "L'exception 
francaise."  That's  the  scrib- 
blers' term  for  the  collec- 
tive delusion  that  France's 
bureaucratic  statism  is  the 
"exception"  to  the  lessons 
learned  in  other  advanced 
capitalist  societies. 

The  French  and  American 
revolutions  were  contempo- 
raneous and  interconnected 
events,  but  from  the  Ameri- 
can Revolution  grew  a  soci- 
ety that  has  been  able  to  change  and 
adapt.  In  the  same  period  France  has 
had  five  republican  constitutions 
interspersed  with  coups  d'etat  and 
dictatorships — from  the  Reign  of 
Terror  to  the  1848  revolution  to  the 
German  occupation  of  the  1940s. 
The  most  recent  coup  was  a  military 
rising  that  just  40  years  ago  brought 
Charles  de  Gaulle  back  to  power 
before  turning  on  him.  Five  French 
Republics  on,  the  French  still  don't 
have  it  right.  Unless  they  can  get  it 
right,  the  European  Union  and  its 
new  currency,  the  euro,  are  going  to 
be  in  for  a  rough  time.  M 
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The  stocks  of  high  ltv  lenders  soared  and  collapsed 
just  as  fast,  but  the  controversial  pioneer  of  the  loans 
isn't  going  away  just  yet. 


Phoenix  rising; 


> 


By  Seth  Lubove 


Firstplus  Chairman  and  Chief  Executive  Officer  Daniel  Phillips 

A  lot  less  rich  now,  but  in  business  as  long  as  consumers  gorge  on  debt. 


Nearly  every  homeowner  in 
America  has  gotten  one:  those 
bogus  checks  in  official-looking 
envelopes.  Good  news!  You  are 
"prequalified"  for  a  home  equity 
loan  of  125%  or  more  of  the  value 
of  your  house! 

Meet  the  man  most  responsible 
for  your  mailman's  hernia.  He's 
Daniel  Phillips,  chairman  and  chief 
executive    of   Firstplus    Financial 
Group  Inc.  of  Dallas. 
|  He's  the  big  name  in 
o  "high   loan-to-value" 
5  lending — meaning, 
provided  you  are  will- 
ing to  pay  through  the 
nose,  he  will  lend  you 
more  money  on  your 
house  than  most  banks 
would.  Earlier  this  year 
Firstplus  was  expected 
to  garner  nearly  $  1  bil- 
lion in  revenues,  up 
from  just  $30  million 
four  years  ago. 

At  a  recent  peak  of 
the  mailing  frenzy, 
Firstplus  flooded  mail- 
boxes with  a  million 
pieces  of  mail  a  day. 
Inside,  invariably,  was 
a  phonv  check  for 
$25,000  and  an  800- 
number  that  fed  into  a 
cavernous  sales  center 
in  a  converted  Kmart 
in  Mission  Viejo,  Calif. 
(Forbes,  June  1). 

While  the  mailbags 
haven't  gotten  much 
lighter,  Phillips'  stock 
has  collapsed.  Peaking 
at  almost  $62  a  share 
barely  a  year  ago,  the 
stock  bottomed  out  at 
$1.50  in  October. 
Analysts  at  such  firms 
as  Prudential  Securities 
and  Merrill  Lynch  had 
urged  clients  to  load 
up  on  the  shares  but 
have  now  turned  cold 
on  it.  Only  the  shorts 
are  exulting.  David 
Tice's  Dallas-based 
Prudent  Bear  Fund 
shorted  Firstplus  when 
it  was  around  $50. 
Phillips,  49,  has  felt 
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his  shareholders'  pain.  He  had  used 
his  4.6  million  shares — one-eighth 
of  the  outstanding — as  collateral  for 
loans.  The  partnership  that  shelters 
Phillips'  shares  was  chased  into 
bankruptcy  when  Merrill  Lynch  and 
NationsBank  tried  to  foreclose  on 
loans  backed  by  the  depressed  First- 
plus  stock.  There  were  also  nasty 
lawsuits  filed  against  the  company 
by  disgruntled  former  employees 
and  allegedly  duped  consumers. 
More  vultures  are  circling:  The  firm 
has  been  slapped  with  five  class 
action  lawsuits  so  far  on  behalf  of 
investors  holding  Firstplus'  battered 
stock.  "They're  worse  than  slave 
drivers,"  blasts  Alan  Mack,  a  former 
Firstplus  loan  officer  in  Orange 
County,  Calif,  whose  lawsuit  (dis- 
missed into  arbitration)  claims  that 
he  was  cheated  out  of  commissions, 
among  other  allegations. 

What  could  have  been  so  horrific 
as  to  cause  this  stock  to  lose  97%  of 
its  value  in  a  short  timer  Firstplus 
and  companies  like  it  are  essentially 
middlemen  between  the  money 
market  and  money-hungry  con- 
sumers. They  make  their  profit  in 
the  difference  between  their  bor- 
rowing costs  and  their  lending 
charges. 

Betting  on  the  direction 
of  interest  rates,  many 
hedge  funds  had  loaded  up 
on  Firstplus'  paper;  when 
the  flight  to  quality  swept 
the  market  the  hedge 
funds  and  other  speculators 
had  to  liquidate  their  high- 
yielding  paper  at  distress 
prices.  This  flooded  the 
market  with  mortgage- 
backed  securities  and 
wiped  out  Firstplus'  mar- 
gins. The  company  posted 
an  $82  million  third-quar- 
ter loss  (after  charges)  as  a 
result. 

Even  in  the  midst  of  the 
most  recent  turmoil,  First- 
plus  peddled  $1.4  billion 
in  high  LTV  loans  during 
the  quarter  ended  Sept. 
30,  about  the  same  as  the 
prior  year.  With  several 
competitors  dropping  out, 
Phillips  expects  to  gain 
more  market  share. 


"What  kind  of  'A'  borrower 
would  be  in  hock  for  more 
than  the  value  of  their 
house?"  demands  a  Moody's 
managing  director  and 
skeptic  of  high  LTV  loans. 


But  with  its  business  becoming 
unprofitable  and  its  stock  in  tatters, 
Phillips  tried  to  sell  the  company. 
When  no  buyers  stepped  forward, 
he  ended  up  turning  for  help  to  the 
Forbes  Four  Hundred  Pritzker 
family  and  its  co-owned  Coast-to- 
Coast  Financial  Corp.  The  Pritzkers 
and  their  partner,  ADCO  Financial 
Group,  agreed  to  put  in  $75  million 
in  fresh  cash  and  got  the  rights  to 
service  Firstplus'  $6  billion  in  out- 
standing loans,  plus  warrants  for 
30%  of  the  companv  at  a  strike  price 
of  $4.60. 

With  the  new  financing,  Firstplus 
stock  rallied  feebly,  to  a  recent  $4  a 
share,  but  most  of  Phillips'  fortune 
has  been  wiped  out.  He  had  quite  a 
ride  while  it  lasted. 

It  was  less  than  five  years  ago 
when  the  gravel-voiced  Phillips,  who 
bounced  between  a  series  of  mort- 
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gage  and  financial  firms,  came  up 
with  the  idea  of  the  high  LTV  loan. 
He  based  his  concept  on  his  experi- 
ence with  so-called  Title  I  home 
improvement  loans.  Instead  of  the 
money  going  into  repairs,  as  stipu- 
lated by  the  Federal  Housing 
Administration  that  backs  the  Title  I 
loans,  the  money  could  be  spent  on 
anything.  Consumers,  hungry  for 
spending  money,  grabbed  at  the 
loans.  High  ltv  loans  soared  from 
about  $1  billion  in  1995  to  an 
expected  $12  billion  this  year. 

But  few  financial  products  in 
recent  memory  have  sparked  as 
much  passionate  debate  as  high 
LTVs.  On  one  side  are  believers  such 
as  Columbia  University  Graduate 
School  of  Business  professor  Charles 
Calomiris.  His  July  study  for  the 
American  Enterprise  Institute  con- 
cluded that  high  ltvs  actually  help 
credit  card  junkies  avoid  bankrupt- 
cy by  replacing  their  high-rate  debt. 
Moody's  Investors  Service  dis- 
agrees. Its  managing  director,  Linda 
Stesney,  damns  the  high  LTVs  as 
"pretty  darn  risky"  because  they  are 
second  mortgages,  and  LTV  lenders 
as  junior  lien  holders  don't  want  to 
get  involved  in  a  foreclosure.  She 
scoffs  at  the  claims  of  Phillips  and 
others  that  high  LTV  bor- 
rowers are  quality  borrow- 
ers based  on  their  high 
Fico  scores  (as  in  Fair  Isaac 
&  Co.,  Forbes,  May  4). 
"What  kind  of  'A'  borrow- 
er would  be  in  hock  for 
more  than  the  value  of 
their  house?"  she  demands. 
Clearly,  the  Pritzker 
family  sides  with  the  pro- 
ltv  crowd — why  else 
would  they  have  put  up 
that  $75  million  to  get 
into  bed  with  Phillips? 
Listen  to  Nelson  Stephen- 
son, president  of  Pritzker's 
Coast-to-Coast:  "If  you 
can  do  these  loans  at  a  rea- 
sonable acquisition  cost, 
it's  still  a  viable  product. 
We'll  be  encouraging  First- 
plus  to  be  more  selective. 
If  vou  do  it  correctlv  vou'll 


Disgruntled  former  Firstplus  loan  officer  Alan  Mack 
Plaintiff  attorneys  are  circling  the  wounded  company. 


prosper. 

Bad  news  for  the  mail- 
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Intnxluc  inu  the 

Movado  Kingmatit*. 

Aulomalic  movement. 

Solid  stainless  steel. 

Sapphire  crystal.  $895. 


Wynton  Marsalis,  the  most  acclaimed  jazz 
musician  and  composer  of  his  generation, 
as  well  as  distinguished  classical  performer. 
Recipient  of  the  Grand  Prix  du  Disque  of 
France,  Edison  Award-Netherlands,  23 
Honorary  Doctorates,  and  1997  Pulitzer 
Prize  for  Music:  The  first  ever  for  jazz. 

Movado,  maker  of  some  of  the  most 
acclaimed  timepieces  in  history,  holds 
99  patents,  over  200  international  awards 
for  design,  and  has  watches  in  museums 
on  five  continents:  A  leader  in  innovation. 


MACY'S 


MOVADO  WATCHES  ARE  EXHIBITED  IN  THE  PERMANENT  COLLECTIONS  OF  MUSEUMS  WORLDWIDE 


MOVADO 

The  Museum.  Watch. 


SWISS 

www.movado.com 


Unexpectedly  playful.  Thoroughly  protective.  Is  this  the  ultimate  automotive  paradox?  We  believe  exhilarating  performance  is 
greatest  luxury  a  car  can  offer.  The  new  for  1999  7  Series  It  excites  the  senses  without  abandoning  common  sense,  surrounding 
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ith  the  most  sophisticated  safety  features.  Making  it  a  thrilling  choice  for  those  seeking 

Dractical  car.  And  a  practical  choice  for  those  seeking  a  thrilling  car.  www.bmwusa.com  The  Ultimate  Driving  Machine* 


Harrah's  will  finally  finish  its  troubled  casino 

in  downtown  New  Orleans.  But  it  is 

paying  a  huge  price  to  avoid  a  costly  legal  battle. 

Double  or  nothing 


By  Christopher  Palmeri  and  John  Gorham 


Already  a  past  victim  of  wildly  ambi- 
tious projections,  Harrah's  Entertain- 
ment, Inc.'s  ill-fated  downtown  New 
Orleans  casino  emerged  from  bank- 
ruptcy last  month.  Amid  newly  opti- 
mistic plans  of  luring  tourists  to  a 
huge,  neo-classical  facility  next  to  the 
French  Quarter,  Harrah's  says  the 
casino  will  be  up  and  running  in  a  year. 
Says  Jay  Sevigny,  Harrah's  man  in  New 
Orleans:  "This  company  does  not  walk 
away  from  its  commitments." 

What  Sevigny  does  not  and  cannot 
say  is  that  Memphis-based  Harrah's 
has  little  choice  but  to  proceed  with  a 
project  that  on  its  face  has  little 
prospect  of  making  money.  But  not  to 
go  ahead  could  have  exposed  the  com- 
pany to  even  greater  peril,  a  legal  lia- 
bility of  $600  million  or  more,  nearly 
all  its  net  worth.  That's  not  counting 
what  probably  would  have  been  tens 
of  millions  more  in  legal  fees. 

Here's  what's  going  on:  Four  years 
ago  Harrah's  made  die  fateful  decision 
to  back  the  project,  which  came  to 
include  a  temporary  casino  in  a  crime- 


ridden  part  of  the  city.  Few  came.  With 
costs  running  over  at  the  permanent 
facility  and  gamblers  shunning  the 
temporary  one,  the  project's  lead  bank, 
Bankers  Trust,  pulled  $170  million  in 
financing  on  Nov.  21,  1995. 

The  next  day  Harrah's  closed  the 
temporary  casino  and  put  the  whole 
project  into  bankruptcy.  By  then 
more  than  half  a  billion  dollars  had 
gone  down  the  drain,  $130  million  of 
it  from  Harrah's,  $435  million  from 
bonds  sold  to  finance  the  deal. 

Given  that  bloodbath,  Harrah's  log- 
ically could  have  walked  away,  washing 
its  hands  of  a  bad  business  decision. 
But  there  was  a  problem:  A  torrent  of 
lawsuits  from  nearly  everyone  involved 
in  the  project — arguing  that  Harrah's 
had  guaranteed  completion  of  the  per- 
manent casino. 

Harrah's  said  that  it  was  Bankers 
Trust's  action  that  killed  the  project. 
That  argument  had  some  merit:  The 
completion  guarantee  clearly  states 
that  it  is  contingent  on  the  financing. 

Vet  Harrah's  handling  of  the  closing 


>    Harrah's  New  Orleans  casino 

I    Will  gamblers  come  this  time? 


was  a  public  relations  disaster.  It 
was  done  suddenly,  the  day 
before  Thanksgiving,  putting 
some  2,500  New  Orleanians  out 
of  work.  What's  more,  some  of 
Harrah's  local  partners  in  the 
casino  are  among  the  richest  and 
most  successful  trial  lawyers  in 
the  country,  including  scorched- 
earth  specialists  Wendell  Gauthi- 
er  and  John  Cummings.  "We 
were  not  in  a  sympathetic  posi- 
tion," says  George  Rice, 
Harrah's  attorney. 

So  in  working  out  a  settle- 
ment, Harrah's  will  pay  dearly. 
The  company  has  guaranteed 
the  state  $100  million  a  year  in 
taxes  for  the  first  five  years  that 
the  casino  stays  open.  Harrah's 
has  also  guaranteed  $245  million 
of  construction  costs  and  oper- 
ating expenses,  most  of  it  new 
loans  from  Bankers  Trust.  In 
exchange  for  these  commit- 
ments, all  parties  have  agreed  to 
drop  their  claims. 

Bondholders  are  taking  it  on 
the  chin.  They'll  see  their  $435 
million  wither  to  $187  million  in 
newly  issued  bonds.  The  bondholders 
also  get  52%  of  a  new,  public  company, 
JCC  Holding  Co.,  which  will  own  the 
casino.  Harrah's  and  its  original  part- 
ners hold  the  other  48%. 

Now  the  big  question  is:  Will 
tourists  in  New  Orleans  gamble  in 
numbers  to  make  the  deal  work?  By 
Harrah's  own  estimates,  the  casino  will 
lose  monev  for  the  first  two  years  and 
earn  just  $600,000  the  third.  That's 
based  on  revenues  of  $445  million.  To 
do  that,  it  will  have  to  match  some  of 
the  most  successful  casinos  in  the 
country,  including  the  MGM  Grand,  the 
Mirage  and  the  Trump  Taj  Mahal. 

The  record  to  date  in  New  Orleans 
is  not  good.  In  addition  to  Harrah's 
temporary  facility,  three  riverboat  casi- 
nos have  already  given  up.  Harrah's 
chairman,  Philip  Satre,  gamely  says 
that  once  completed,  a  first-class,  per- 
manent facility  in  its  choice  downtown 
location  will  be  a  success. 

Alas,  it's  a  bet  he  had  no  choice 
but  to  make.  H 
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A  Whole  New  Way 
to  Help  Protect 

the  Value  of  Your 
Mutual  Funds 


Introducing  PruTector*' —  an  affordable  new  term  life  insurance  product 
designed  specifically  to  help  Prudential  mutual  fund  investors  seek  rewards 
from  the  stock  and  bond  markets  with  greater  peace  of  mind. 
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In  this  hypothetical  example,  an 
initial  investment  of  $100,000  in  a 
Prudential  mutual  fund  grows  to 
$150,000  by  the  fifth  anniversary 
of  purchase.  PruTector  locked  in 
$150,000  as  the  protected  value  on 
that  anniversary.  One  year  later, 
the  investment  declined  to 
$120,000.  If  the  insured  were  to 
die  at  that  time,  beneficiaries 
would  still  receive  $150,000 
($120,000  market  value 
plus  $30,000  life  insurance 
benefit).  This  hypothetical 
example  is  not  intended 
to  represent  any 
specific  investment, 
and  is  not  indicative 
of  past,  present  or 
future  performance. 
Depending  on  market 
circumstances,  the  life 
insurance  benefit  could 
be  zero. 


You're  investing  for  your 
family's  future.  PruTector  helps 
make  sure  that  your  assets 
are  there  for  them. 

PruTector  is  designed  to  protect 

the  value  of  your  Prudential 

mutual  funds  for  your 

beneficiaries.  It  ensures  that  the 

amount  they  receive  is  never  less  than 

the  "protected  value,"  which  is  the  higher  of: 

•  the  highest  value  your  funds  attained  on 
a  PruTector  coverage  anniversary;'  or 

•  the  value  of  your  funds  increased  at  a 
5%  annual  rate  of  return  -  based  on  the 

initial  date  of  coverage.2 

Tf  the  market  value  of 
your  funds  at  the  time  of 
your  death  is  less  than 
your  protected  value, 
PruTector  pays  a  life 
insurance  benefit 
equal  to  the 
difference. 


PruTector  can  be  a  smart 
addition  to  your  estate  plan. 

With  PruTector,  any  life  insurance  benefit 

is  paid  directly  to  your  beneficiaries 

in  a  lump  sum,  generally  income- 

PruTeCtOry   tax  free 

A  Prudential  professional 
can  show  you  how  PruTector 
can  work  for  you.  Prudential  mutual 
funds  with  PruTector  coverage  can  be  an  ideal 
part  of  your  overall  wealth  accumulation  and 
personal  protection  strategies. 

Find  out  more.  Only  Prudential 
mutual  funds  come  with  the  option  to 
purchase  PruTector  coverage  —  it's  just  one 
more  reason  to  choose  Prudential  for  your 
investment  and  protection  needs.  Ask  about 
PruTector  today. 

Call  now! 

1 -800 -THE -ROCK  ext  1223 

www.prudential.com 


(m&  Prudential 


PruTector  does  not  protect  against  daily  fluctuations  of  a  fund's  net  asset  value.  'Reduced  proportionally  by  redemptions  and  withdrawals.  'Subject  to  a  200%  cap  and  reduced  proportionally  by 
redemptions  and  withdrawals.  'Estate  or  other  taxes  may  apply.  Prudential  does  not  provide  tax  or  legal  advice.  Consult  with  a  tax  or  legal  advisor  before  making  tax-related  investment  decisions. 
PruTector  is  optional  group  term  life  insurance  (Contract  Series  #$7891)  issued  by  The  Prudential  Insurance  Company  of  America.  PruTector  is  not  available  in  certain  states,  including  Florida, 
New  York,  and  Utah.  Certain  terms,  limitations  and  exclusions  apply.  Coverage  not  available  with  closed-end  funds,  off-shore  funds  ond  direct-purchase  money  market  funds.  Governing  terms  and 
conditions  of  PruTector  are  provided  in  the  Certificate  of  Coverage.  Prudential  mutual  funds  ore  offered  by  prospectus  through  Prudential  Investment  Management  Services  LLC,  a  subsidiary  of 
Prudential.  To  be  eligible  for  PruTector  coverage,  Prudential  mutual  funds  must  be  held  in  a  brokerage  account  at  either  Prudential  Securities  (199  Water  Street,  New  York,  NY  10292)  or  Pruco  Securities 
Corporation,  both  of  which  are  subsidiaries  of  Prudential,  751  Broad  Street,  Newark,  NJ  071 02.  The  prospectus  is  the  controlling  document  for  each  mutual  fund.  Call  a  Prudential  professional  for  a 
free  prospectus,  containing  complete  information  about  each  fund,  including  charges  and  expenses.  Please  read  it  carefully  before  investing  or  sending  money.  GL.98.792   MRA-1998-A031755 


Some  investors  apparently  believe  troubled  Northwest 
Airlines  has  finally  hit  an  updraft.  Don't  bet  on  it. 

Northworst? 


By  Michelle  Conlin 

Is  Northwest  Airlines  trying  to 
win  some  kind  of  dubious  achieve- 
ment award?  The  St.  Paul,  Minn.- 
based  carrier  has  the  worst  on- 
time  performance  and  the  highest 
frequency  of  customer  complaints 
this  year  among  the  ten 
major  carriers,  according 
to  the  Department  of 
Transportation.  Last  year 
wasn't  much  better: 
Northwest  ranked  sec- 
ond to  worst  in  both 
categories.  The  airline 
hasn't  won  any  prizes  for 
handling  luggage  either, 
with  two  consecutive 
years  of  performing  near 
the  bottom.  Shortly  after 
takeoff  from  Amster- 
dam's Schiphol  Airport 
last  month,  the  tail 
engine  cover  of  a  North- 
west Airlines  DC-10 
broke  apart,  falling  onto 
a  farmer's  field  below. 
Okay,  Northwest  is 
probably  just  as  safe  as 
any  other  airline,  but  the 
embarrassing  incident 
just  plays  into  the  hands 
of  those  angry  Midwest  - 
erners  who  don't  like  the 
service  or  the  fares  and 
have  taken  to  calling  the 
company  "Northworst." 
A  bitter,  two-week  pilot 
strike  in  September  not 
only  cost  the  airline 
$630  million  but  also 
did  nothing  to  improve 
its  lousy  reputation. 
Workers  didn't  show  up  for  jobs  so 
planes  would  be  delayed.  Flights 
were  canceled  for  ludicrous  reasons 
such  as  a  burned-out  bulb  on  a  pas- 
senger reading  light.  It  doesn't  help 
that  insiders,  including  Chief  Execu- 
tive John  Dasburg,  have  unloaded 


about  S60  million  worth  of  shares 
this  year,  beginning  in  January — 
when  the  stock  price  was  107% 
higher  than  it  is  now. 

The  revenue  comes  in  large  part 
because  Northwest  has  an  unusuallv 


Northwest  Airlines  Chief  Executive  John  Dasburg 

Trying  to  placate  angry  unions  and  fed-up  passengers. 


strong  hold  on  its  hub  airports:  about 
80%  of  the  passengers  in  Minneapolis, 
Detroit  and  Memphis.  But  after  four 
years  of  record  profits,  Northwest  will 
lose  an  estimated  $49  million  this  year 
on  sales  of  $9.2  billion,  predicts  Gold- 
man, Sachs'  Glenn  Engel.  This,  when 


most  other  big  carriers  are  having 
their  best  year  ever. 

Some  of  this  is  no  fault  of  Das- 
burg, 55,  who  has  been  running 
Northwest  since  1990.  The  airline 
derives  30%  of  its  revenue  from  a 
flattened  Asia.  The  weak  yen  has 
pummeled  Northwest's  passenger 
yield,  which  at  a  recent  11.45  cents 
per  passenger-mile  is  second-lowest 
among  the  ten  major  airlines.  But 
even  before  the  trouble  in  Asia, 
yields  were  middling  because  North- 
west gets  only  40%  of  its  revenues 
from  high-priced  last-minute  busi- 
ness travel;  rival  United  derives  60% 
of  revenues  from  this  sector. 

Bottom-fishers  see 
a  buying  opportunity 
here.  After  American 
Airlines  settled  with  its 
pilots  last  year,  Ameri- 
can's shares  doubled. 
Hoping  for  a  repeat, 
Wall  Street  has  bid  up 
Northwest's  stock  to 
a  recent  $26,  from  a 
low  of  $19.  The  logic 
is  that  things  simplv 
can't  get  much  worse. 
"We'll  be  one  of  the 
best  operating  airlines  in 
1999,"  says  a  confident 
Christopher  Clouser, 
Northwest's  senior 
vice  president  of 
administration. 

Maybe  not.  North- 
west has  yet  to  sign  new 
contracts  with  its  9,000 
flight  attendants  and 
27,000  mechanics,  bag- 
gage handlers  and  tick- 
eting agents.  If  negotia- 
tions don't  go  their  way, 
says  Michael  Boyd,  an 
airline  consultant  in 
Denver,  "these  guys  will 
drill  a  hole  in  the 
bottom  of  the  boat  to 
make  their  point." 

The  employee  ire 
stems  from  1993  when, 
hours  before  Northwest  filed  for 
bankruptcy,  employees  made  wage 
concessions  worth  $838  million  so 
the  airline  could  stay  aloft.  Now  it's 
payback  time.  The  pilots  essentially 
got  what  they  wanted,  a  12%  pay 
raise  over  four  years,  bringing  pay  to 
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S3 0,000  for  a  first-year  pilot,  against 
S25,500  at  American.  The  flight 
attendants  and  mechanics  will  want 
more  of  the  same.  Northwest's  esti- 
mated labor  costs  for  this  year,  at  35% 
or"  revenues,  will  likely  be  the  highest 
among  the  largest  four  airlines. 

Not  a  great  situation  when  North- 
west might  have  to  spend  billions 
more  on  new  jets  over  the  next  ten 
years.  Northwest's  average  airplane  is 
20  years  old,  compared  with  10.5 
years  at  American  and  United.  But 
Northwest  has  a  much  weaker  bal- 
ance sheet,  with  a  debt/equity  ratio 
of  about  200%,  more  than  three 
times  the  ratio  of  American's  parent, 
AMR,  and  twice  the  ratio  of  United. 

If  Asia  ever  awakens  from  its 
slump,  it's  unlikely  that  Northwest 
will  recapture  the  profits  it  once 
made  there.  The  new  open-skies 
agreement  with  Japan  means  carri- 
ers with  strong  East  Coast  positions 
can  fly  over  Northwest's  Minneapo- 
lis and  Detroit  hubs  to  Asia.  In 
April,  United  doubled  its  flights  to 
Tokyo  out  of  Chicago.  Northwest 


Three  years  ago  Northwest 
was  flying  high.  Not  any- 
more. Troubles  with  labor, 
passengers  and  Asia  are 
keeping  this  carrier  down. 


has  since  dropped  its  O'Hare- 
Tokyo  route. 

The  business  travelers  that  North- 
west would  like  to  get  more  of  are 
becoming  harder  to  nail  down.  This 
year  GM  and  Chrysler  signed  ten- 
year  contracts  to  give  some  of  their 
business  to  upstart  Pro  Air,  which 
flies  two  brand-new  737s  out  of 
Detroit  City  Airport.  "They're  pro- 
viding us  with  great  service,"  says 
Chrysler  travel  manager  Charles 
Braswell,  who  added  that  the  deal 
cuts  fares  by  as  much  as  80%.  Pro  Air 
has  bought  two  more  planes  and 
plans  to  enter  Minneapolis  next  year. 

The  usual  response  from  a  big  car- 
rier to  a  discounter  is  to  respond  on 
prices.  When  Kiwi  offered  its  $89  one- 


way fares  from  Newark  to  Minneapo- 
lis in  September,  Northwest  fought 
back  with  a  $69  price.  The  recent  cost 
of  a  Northwest  flight  now  that  Kiwi 
has  pulled  out:  $588  each  way. 

But  such  retaliation  may  get  trick- 
ier. With  antitrust  fervor  in  the  air, 
the  Transportation  Department  may 
issue  "predatory  pricing"  guidelines 
that  would  make  temporary  price 
cuts  that  drive  out  discounters  harder 
to  pull  off.  Meanwhile  the  Justice 
Department  is  suing  to  prevent  a 
"code  sharing"  deal  between  North- 
west and  Continental  in  which  they 
would  feed  each  other  passengers. 

The  trustbusters  aren't  the  only  ones 
Northwest  needs  to  worry  about.  Con- 
tinental Chief  Executive  Gordon 
Bethune  has  said  the  passenger-sharing 
is  conditional  on  top-notch  service 
from  Northwest.  After  hesitating,  Con- 
tinental announced  on  Nov.  6  that 
Northwest's  performance  in  October 
passed  muster. 

So  Northwest  can  still  redeem  itself, 
but  backsliding  will  not  be  tolerated. 
Especially  not  on  Wall  Street.  ■■ 


You'll  want  to  wear  them  everywhere...  and  you  can! 

H.S.  Trask  introduces  TRASK-MOCS.  Not  exactly  a  shoe,  but  much  more  than  a  moccasin.  We've  /^C-^-— -~£My\ 
taken  your  comfortable,  around  the  house  moccasin  and  re-engineered  it  with  a  traditional  plantation  /  •^^•""  ^^^\*\ 
crepe  outsole  and  cushion  orthotic  for  all-purpose  use.    Made  in  the  U.S.A.,  one  pair  at  a  time.  I*  (M^  S|)  * 

For  Product  Information  or  Retailer  Nearest  You,  Call  Toll  Free:  1-888-21-TRASK  or  www.hstrask.com  \^4«ericM\v 


Microsoft  put  billic  's  of  investable 

wealth  into  Seattle,  but  oniy  scant  amounts 
have  been  recycled  into  new  ventures  there. 

Fundless 
in  Seattle 


By  Anne  Linsmayer 

Naveen  Jain  is  a  member  of  a  grow- 
ing tribe  around  Seattle.  A  former 
Microsoft  employee  whose  Redmond, 
Wash. -based  Infospace.com  will  likely 
go  public  in  the  coming  months,  Jain 
chose  to  bootstrap  his  company  with- 
out investment  help  from  his  alma 
mater  or  local  venture  capitalists. 
Cornelius  Willis,  another  ex-Microsoftie 
and  head  of  marketing  at  Seattle-based 
E-commerce  company  Qpass,  helped 
his  management  team  raise  money  from 
sources  outside  the  area. 

Though  the  entrepreneurs  took 
different  paths  to  getting  money,  they 
agree  on  one  thing:  Startup  cash  for 
Seattle's  technology  entrepreneurs  is 
often  obtained  from  sources  other 
than  Microsoft  and  the  area's  small 
venture-capital  community.  And  it 
can  be  hard  to  come  by. 

Why  this  predicament  in  a  city  pep- 
pered with  3,000  or  so  Microsoft 
millionaires?  "There's  nothing  at 
Microsoft  that  really  prepares  you  for 
investing,"  says  Willis.  "I  call  it  the 
reality  distortion  zone.  After  you've 
done  technology  at  Microsoft,  it's 
somewhat  daunting  to  think  it  can 
get  done  somewhere  else." 

Jain  agrees:  "When  Microsoft  is  your 
first  job  out  of  college — and  sometimes 
your  only  job — [you]  have  no  idea  how 
a  startup  company  works." 

Among  the  top  15  venture  capital 
firms  investing  last  year,  not  one  was 
from  Seattle,  according  to  San 
Francisco- based  research  firm  Venture- 
One.  The  entire  Northwest  received 
$440  million  in  funding  las:  year, 
according  to  PriceWaterhouse- 
Coopers,  a  paltry  3.8%  trickle  of  the 
SI  1.4  billion  venture  capital  raised 
nationwide,  a  third  of  which  went  to 


His  60  investments  make  him  a  local  exception 


Silicon  Valley. 

To  be  sure,  Seattle  has  its  share  of 
success  stories:  Aldus,  Amazon.com, 
Visio  and  RealNetworks.  In  the  case 
of  Amazon.com,  Seattle's  biggest 
Internet-related,  non-Microsoft  suc- 
cess venture  to  date,  founder  Jeff 
Bezos  had  to  knock  on  several  doors 
before  rinding  a  valuable  angel 
investor  who  is  actively  funding  local 
startups:  Thomas  Alberg. 

""There's  a  niche  here  in  Seattle 
that's  underserved,"  says  Alberg,  58. 
He  was  one  of  the  few  local  investors  in 
1995  who  didn't  think  that  Bezos' 
scheme  for  selling  books  on  the  In- 
ternet would  be  crushed  by  Barnes  & 
Noble  "Big  ;ompanies  are  alwavs  vul- 
All  erg    muses.    He    gave 


Bezos   SI 00,000 — his   stake   is   now 
worth  S26  million. 

Wealth}'  from  his  days  as  a  partner  in 
a  local  law  firm  and  five  years  with 
McCaw  Cellular  i  bought  out 
by -AT&rn,  Alberg  set  out  on  his  own 
and  formed  Madrona  Investment 
Group  in  1996.  With  partners  that 
include  former  Browning  Ferris  chair- 
man William  Ruckelshaus,  Delta  Air 
Lines"  nonexecutive  chairman,  Gerald 
Grinstein,  and  Paul  Goodrich,  co- 
founder  of  on-line  brokerage  Trade - 
Star,  Alberg  is  investing  in  Seattle's 
fledgling  Internet  talent.  Among  other 
stakes,  he  has  put 
S  300,000  into  Seattle's 
YSS.com,  an  Internet 
merchandiser  of  school 
supplies;  SI  00,000 
into  Interlink,  an  In- 
ternet auction  senice; 
and  S300.000  into 
HomeGrocer.com.  an 
Internet  grocery  deliv- 
ery senice. 

HomeGrocer.com 
has  gone  on  to  raise 
over  S5  million  from 
Kleiner,  Perkins, 

Caufield  &  Byers  and 
another  famed  Silicon 
Valley    deep    pocket, 
Hummer       Winblad 
Venture         Partners. 
"Tom  is  the  kind  of 
investor  Seattle  needs. 
We're  not  in  the  thick 
of  Silicon  Valley,"  says 
Terry    Drayton,    the 
startup's  founder. 
Alberg  also  helps  run  Seattle's  year- 
old  Alliance  of  Angels,  with  friends 
that  include  William  Gates  Jr.  i  father 
of  Bill  Gates  i.  The  group  has  helped 
20  startups  find  money  through  its 
meetings  at  a  local  country  club. 

Kent  Johnson  started  Alexander 
Hutton  Capital  in  1995  as  an  interme- 
diary between  angel  investors  and 
startups  in  the  Seattle  area.  "I  started 
with  80  people  interested  in  investing. 
Now  I  have  800,"  he  sa\-s.  His  average 
equity  placement  is  between  $2  million 
and  S5  million,  and  this  year  he  will 
top  S50  million  in  cumulative  invest- 
ments. He's  finding  money  locally  but 
not  where  you  might  expect:  "The 
Microsoft  millionaires  are  not  a  big 
component  of  our  investor  base."    H 
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strategies 


By  James  Champy 


Deeper  accountability 


In  Europe  the 
mantle  of  chief 
executive 
officer  comes 
almost  with  a 
sense  of 
entitlement,  a 
job  for  life. 


Patrician  European  corporate  leaders 
winced  when  a  few  heads  rolled  among 
them  recently.  The  most  prominent  were 
Matthis  Cabiallavetta,  the  chairman  of  UBS; 
Hans  Wilhelm  Gaeb,  Adam  Opel  AG's 
supervisory  board  chief;  and  Italia 
Telecom's  chief  executive,  Gian  Mario 
Rossignolo. 

This  of  course  happens  all  the  time  here. 
BankAmerica's  David  Coulter  had  been 
chief  executive  of  the  newly  formed 
BankAmerica-NationsBank  combination 
only  a  few  months  when  the  enterprise 
announced  a  $1.4  billion  loss.  Coulter 
fell  on  his  sword.  Dow  Jones'  president  and 
chief  operating  officer,  Kenneth  Burenga, 
"resigned"  at  54  in  the  aftermath  of  Dj's 
failed  attempt  at  the  financial  services  busi- 
ness. And  there  has  been  speculation  that 
Chairman  Peter  Kann  may  be  next. 

In  the  past  decade  or  so  we  have  tended 
to  hold  the  boss  accountable  when  some- 
thing goes  wrong.  John  Gutfruend  wasn't 
direcdy  involved  in  the  government  bond 
scandal  at  Salomon  but  it  happened  on  his 
watch;  he  had  to  go. 

But  in  Europe,  the  mantle  of  chief  execu- 
tive officer  comes  almost  with  a  sense  of 
entitlement,  a  job  for  life.  In  these  compa- 
nies, the  patriarch  ruled  for  years.  If  busi- 
ness was  good,  it  was  good.  If  it  was  bad,  it 
was  bad.  Somehow  the  company — and  usu- 
ally the  company  town — lived  through  it. 
In  the  old  days,  the  skipper  wasn't  blamed 
for  choppy  seas. 

One  of  the  results  of  globalization  is  that 
now  every  public  company  is  bound  by  the 
same  rules — or  should  be.  Investors  don't 
tolerate  losses  or  poor  performance  for 
long.  I  think  this  is  why  big  heads  have 
started  rolling  in  Europe. 

This  isn't  a  bad  thing.  I  agree  with  con- 
temporary thinking  that  says  the  chief  execu- 
tive needs  to  be  more  in  the  marketplace 
than  in  the  boardroom — walking  with  cus- 
tomers, seeing  people  who  are  not  customers 
and  trying  to  sense  what's  going  on.  It's  the 
unmet  needs  of  customers  that  provide  real 
business  opportunities.  You  can't  lead  a  com- 
pany unless  you  know  the  market  territorv. 

The  chief  executive  also  needs  to  be 
accountable  for  preserving  sound  business 


practices  and  cultural  beliefs  inside  the 
company.  Investors  hardly  ever  look  inside 
to  see  what  people  really  believe  or  what 
they  do.  But  when  something  breaks  in  a 
company  and  investors  are  surprised  with 
poor  performance,  it's  usually  because  some 
manager  didn't  catch  a  failed  business  prac- 
tice— like  highly  speculative  and  risky  loans. 
Executives  may  blame  the  Asian  economy 
or  Russia,  but  how  did  a  company  get 
exposed  to  those  risks  in  the  first  place?  Or: 
What  did  the  company  do  to  prepare  for 
inevitable  business  downturns? 

Finally,  one  of  the  most  important  areas 
of  chief  executive  accountability  is  to  be 
sure  that  the  right  people  are  in  place  to 
run  the  business — or  to  change  how  the 
business  runs.  With  all  the  restructuring, 
consolidations,  reinventing  and  reengi- 
neering  going  on,  a  chief  cannot  know 
everything  and  be  everywhere.  He  or  she 
cannot  do  it  all  alone.  But  what  the  boss 
can  be  held  accountable  for  is  making  sure 
the  people  who  do  know  and  are  on  the 
spot  are  the  right  people.  Assembling  and 
mobilizing  an  executive  team  is  one  of 
the  chief's  biggest  challenges.  New  chief 
executives  often  tell  me  they  have  to 
change  40%  to  80%  of  the  people  who 
hold  executive  jobs.  If  they  choose  unwise- 
ly, they  must  bear  the  responsibility  for 
what  goes  wrong. 

In  the  end,  a  chief  executive  is  always 
responsible  for  outcomes — just  like  the 
captain  of  a  ship.  And  although  the  top 
officer  of  a  company  cannot  be  held  liable 
for  the  stormy  waters  of  global  business 
change,  he  or  she  is  totally  accountable  for 
navigating  those  seas — and  arriving  at  the 
right  port. 

Just  as  seamanship  invokes  an  under- 
standing of  wind  and  tides,  of  lieutenants' 
capabilities,  of  the  crew's  morale  and  of  the 
seaworthiness  of  the  vessel,  chief  executives 
have  a  deeper  responsibility  than  just  num- 
bers. They  must  keep  a  weather  eye  on  cus- 
tomers and  markets,  preserving  the  best 
practices  in  the  company  and  having  the 
right  people  in  the  right  places. 

The  European  business  elite  is  beginning 
to  realize  this  as  a  few  of  them  are  starting 
to  get  tossed  overboard.  tM 
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rhe  R.  O.  C.  on 


It  has  been  a  year  since  the  emerging 
market  economies  of  Asia  first  experienced 
financial  turmoil,  resulting  in  plunging 
growth  rates,  many  now  negative,  in  a  region 
where  high  growth  rates  had  for  so  long  been 
the  norm.  Taiwan,  however,  still  achieved  a 
GDP  (gross  domestic  product)  growth  rate  of 
5.5%  in  the  first  half  of  1998.  Private  invest- 
ment is  expected  to  grow  at  22%  for  1998; 
consumer  prices  are  up  by  1.64%;  wholesale 
prices,  by  3.94%  (reflecting  the  stronger  U.S. 
dollar  against  the  NT  dollar);  and  the  unem- 


domestic  banks,  the  rate  of  non-performing 
loans  averaged  just  3.8%  in  1997. 

Furthermore,  Taiwan's  economic  structure, 
mainly  dominated  by  small-  and  medium-scale 
enterprises,  allows  it  to  respond  promptly  to 
any  business  environment  changes.  And  indus- 
trial upgrading  has  brought  about  a  significant 
structural  change  in  exports.  The  period  from 
1989  to  1996  saw  the  technology-intensive 
share  of  total  exports  increase  from  24%  to 
38%,  while  the  share  of  high-tech  products 
rose  from  34%  to  47%  and  that  of  non-high- 


TAIWAN: 


A  Tiger  Still  Roaring 


ployment  rate  is  2.44%.  Why  has  Taiwan  suf- 
fered so  much  less  than  other  economies  in 
this  region?  Because  certain  characteristics  of 
Taiwan's  economy  distinguish  it  from  its 
regional  counterparts  who  are  now  so  deeply 
troubled. 

First,  Taiwan  enjoys  a  current  account  sur- 
plus and  excess  savings.  It  has  recorded  a  cur- 
rent account  surplus  every  year  for  the  last  two 
decades,  in  contrast  to  the  current  account 
deficits  of  the  region's  afflicted  economies. 
Taiwan's  gross  national  savings  have  exceeded 
its  gross  domestic  investment  for  each  of  the 
past  20  years.  Therefore,  Taiwan's  domestic 
investment  has  been  funded  by  domestic  sav- 
ings rather  than  foreign  debt.  As  of  July  1998, 
Taiwan  reported  foreign  reserves  of  US$83.6 
billion,  while  its  public-sector  foreign  debt 
amounted  to  just  US$100  million. 

Second,  the  Republic  of  China  has  global- 
ized its  economy  prudently  and  gradually. 
Taiwan's  average  tariff  rate  has  been  reduced 
from  31%  in  1984  to  the  present  8.7%.  Cap- 
ital inflows  into  Taiwan's  securities  markets 
have  been  permitted  in  phases,  and  financial 
institutions  have  extended  loans  astutely.  For 


tech  products  decreased  from  66%  to  53%. 

The  R.O.C.  is  utilizing  both  public  and 
private  resources  to  expand  trade  and  invest- 
ment with  southeast  Asian  countries.  This 
includes  an  action  plan  of  21  individual  mea- 
sures to  alleviate  financial  difficulties  for  Tai- 
wanese businesses  operating  in  this  area.  The 
Central  Bank  has  encouraged  reputable  local 
financial  institutions  to  set  up  overseas 
branches  in  southeast  Asia,  and  funds  of 
US$30  million  from  the  Central  Bank  have 
been  allocated  to  these  branches  to  assist  local 
business  entities. 

With  Taiwan's  considerable  economic 
might,  it  deserves  to  play  a  role  in  economic 
cooperation  mechanisms  like  the  IMF  (Inter- 
national Monetary  Fund)  and  the  World 
Bank,  from  which  it  is  currently  excluded. 
This  would  enhance  Taiwan's  ability  to  assist 
other  countries  and  help  stabilize  international 
financial  markets. 

Vincent  C.  Siew 

Premier,  Republic  of  China 
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BY    TIM    NOONAN 


Success  and  prosperity  are  rarely  coinci- 
dental. Behind  every  rale  of  well-being  there 
are  a  number  of  compelling  reasons  why — 
some  are  disputable  while  others  are  incon- 
trovertible. For  the  bustling  island  country  of 
the  RO.G  on  Taiwan,  the  simple  fact  is  that 
the  region  is  Asia's  healthiest  and  most  trans- 
parent economy.  While  unabashed  prosper- 
ity in  most  Asian  locales  has  given  way  to 
basic  survival,  Taiwan,  a  high-tech  power- 
house, can  still  boast  sound  economic 
growth.  Foreign  investors  seeking  a  level  play- 
ing field  and  a  market-driven  economy  free 
of  cumbersome  and  capricious  controls  have 
been  assuaged  by  the 
island  s  stability.  Truly, 
Taiwan  is  the  one  tiger 
still  roaring. 

Certainly  the  num- 
bers behind  the 
R.O.C.'s  success  bear 
inspection.  Projected 
economic  growth  for 
1998  will  be  between 
5%  and  6%,  accord- 
ing to  the  R.O.C.'s 
Ministry  of  Economic 
Affairs.  By  compari- 
son, Singapore  is 
viewed  as  one  of  the 
healthier  economies  in 
Asia,  but  the  Singa- 
pore Department  of 
Statistics  reports  that  it 
will  only  experience  a 
growth  between  .5% 
and  1.5%.  In  contrast, 
exports  in  Taiwan  will 
top  $129  billion  and  produce  a  $6  billion 
trade  surplus,  while  the  central  government 
is  buttressed  by  $84  billion  in  reserves, 
minuscule  foreign  debt  and  an  unemploy- 
ment rate  of  2.6%. 

A  Country  of  Action 

However,  no  matter  how  impressive  the 


numbers  are,  the 
economic  pros- 
perity of  the 
R.O.C.  is  a  direct 
outgrowth  of  its 
system  of  economic 
transparency  and 
accountability.  Per- 
haps Asia's  most 
functional  democ- 
racy, Taiwan  is 
clearly  a  country  of 
action.  Legislators 
and  administrators 
make  it  their  No.  1 

r  priority  to  respond 

I  to  their  con- 
stituents' needs.  As 
a  result,  policy 
makers  realize  the 
urgency  of  map- 
Tang/Huang  chung-Hsin  and  tsmc  ping  out  coherent 
and  competitive  strategies  for  the  island's 
future  economic  growth. 

Although  it  is  a  young  democracy,  with 
normal  growing  pains,  there  are  few  con- 
trols placed  on  investors  and  entrepreneurs. 
"We  are  indeed  a  young  democracy,"  says 
Frederic  Chang,  deputy  director  general  of 
du-  Government  Information  Office  (GIO), 


"but  our  youth  is  also  an  asset.  We  can  deal 
rapidly  with  issues  because  we  are  unen- 
cumbered by  centuries  of  bureaucracy." 

Indeed,  Taipei  has  moved  quickly  to  assist 
the  business  community  and  its  corre- 
sponding "cult  of  entrepreneurs."  Says 
Chang,  "We  [the  government]  help  create  a 
climate  that  is  favorable  to  investors,  yet  we 
don't  believe  in  a  great  deal  of  control." 

Above  all,  the  most  impressive  and  prodi- 
gious resource  Taiwan  has  to  offer  is  its 
people.  "It  is  true  that  the  living  standard  in 
Taiwan  has  improved  dramatically,"  says 
Chang,  "but  it  has  not  been  easy."  He  adds, 
"The  mentality  of  the  people  is  very  inde- 
pendent, but  that  in  itself  is  not  the  only 
reason  for  success.  You  have  to  work  hard, 
and  Taiwanese  people  are  very  industrious." 

The  people  in  the  R.O.C.  are  also  highly 
educated.  The  country  features  one  of  Asia's 
most  skilled  and  productive  labor  forces. 
Because  education  is  an  imperative,  the  gov- 
ernment has  provided  scholarships  for  citi- 
zens to  study  at  a  number  of  the  worlds  top 
tertiary  institutions. 

Taiwan's  continued  prosperity  in  the 
midst  of  Asian  financial  chaos  could  have 
easily  effected  a  certain  smugness,  yet  there 
is  little  evidence  of  that.  "We  have  been 
humbled  before,"  says  Chang,  "and  we  took 
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Taiwan's  today  is  making  a  difference  for  Asia's  tomorrow 


As  Asia  struggles  to  overcome 
financial  adversity,  Taiwan's  eco- 
nomic resilience  and  high-tech 
expertise  provide  a  valuable  guide  in 
spurring  renewed  regional  growth  and 
prosperity.  In  a  few  short  years,  the 
Republic  of  China  on  Taiwan  has 
become  a  major  player  in  global 
markets  for  cutting-edge  technology 
products.  It  is  first  worldwide  in  the 
production  of  notebook  computers 
and  such  computer  peripherals  as 
scanners,  modems  and  mouse  acce- 
ssories. And  all  this  has  been 
achieved  without  undue  reliance  on 
short-term  international  debt. 


The  key  to  Taiwan's  success  is 
the  market  freedom  its  entrepreneurs 
have  to  innovate.  Agile  small-  and 
medium-sized  businesses  comprise 
most  of  the  ROC's  industrial  sector 
and  compete  intensely  for  investment 
capital  in  Taiwan's  domestic  money 
markets.  Thus,  the  market  mecha- 
nism, not  government  planners,  backs 
the  best  business  ideas  in  Taiwan. 

These  strengths  have  helped 
offset  the  worst  effects  of  Asia's 
financial  crisis  on  Taiwan,  making  it  a 
strong  "node"  in  the  Asia-Pacific 
regional  economic  network.  Asia 
retains  its  promise  as  a  major  engine 


of  global  economic  growth  in  the  21st 
century.  Taiwan  is  helping  to  keep 
Asia  connected  to  the  future. 
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steps  to  assure  it  would  not  happen  again." 
Roughly  10  years  ago,  Taiwan  was  expe- 
riencing a  tremendous  and  almost  unex- 
pected financial  burst.  "Real  estate  prices, 
the  stock  market  and  financial  holdings 
were  going  through  the  roof,"  says  Chi 
Schive,  vice  chairman  of  the  Council  for 
Economic  Planning  and  Development.  "But 
in  a  very  short  period  the  bubble  burst,  and 
there  was  financial  panic."  He  adds  that 
"instead  of  shying  away  from  the  reasons  for 
the  downfall,  we  faced  the  issues  and 
reformed  our  financial  institutions  while  also 
encouraging  reorganizations  and  mergers  of 
other  troubled  financial  institutions." 

When  the  Asian  economic  virus  hit,  the 
R.O.C  on  Taiwan  was  well  fortified  and 
better  equipped  to  handle  it  than  most  of  its 


neighbors.  "In  some  respects,  we  had  been 
there  before.  We  saw  parts  of  this  so-called 
Asian  virus  in  our  backyard  and  reacted," 
says  Schive.  "What  we  did  was  clean  the 
dust  and  promote  transparent  and  demo- 
cratic ideals.  Now  the  environment  is  perfect 
for  trade  and  commerce." 

High-Tech  Mavens 

Despite  all  its  planning  and  foresight,  the 
most  instrumental  factor  in  keeping  Taiwan 
prosperous  through  difficult  times  has  been 
the  tremendous  growth  of  its  information 
technology  industry.  The  island  is  now  the 
worlds  leading  supplier  of  computer  moni- 
tors, modems,  motherboards,  keyboards, 
power  supplies,  scanners  and  pointing 
devices.  In  addition,  Taiwan  is  currently 
ranked  as  the  world's  second-largest  produc- 
er of  desktop  and  notebook  computers.  In 
1997,  Taiwan  accounted  for  over  33%  of  the 
worlds  notebook  PC  production,  according 
to  the  Market  Intelligence  Center  (MIC)  of 
|    the  Institute  for  Information  Industrv,  and 
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I    the  MIC  predicts  Taiwan  will  be  No.l  in 
£    notebook  production  by  year's  end. 


For  these  reasons,  Taiwan  is  often  referred 
to  as  the  PC  Capital  of  the  World.  "The 
growth  in  both  the  output  and  quality  of 
Taiwan's  high-tech  industry  over  the  past 
10  years  is  really  mind-boggling,"  exclaims 
Thomas  Tsou,  deputy  secretary-general  for 
the  China  External  Trade  Development 
Council  (CETRA),  Taiwan's  leading  trade 
promotion  organization. 

In  the  past,  Taiwan  was  known  as  a  cheap 
and  quick  production  base  for  footwear, 
clothing  and  trinkets.  In  1986,  for  example, 
electronic  and  information-industry  products 
accounted  for  just  16%  of  total  exports.  In 
1997,  by  contrast,  these  product  categories 
accounted  for  more  than  27%  of  exports, 
with  total  production  value  of  Taiwan's  IT 
industry  exceeding  US$30  billion  last  year. 
It's  little  wonder  Taiwan  now  ranks  third  in 
the  world  for  IT  production,  behind  only 
Japan  and  the  United  States. 

Fortunately  for  Taiwan,  the  high-tech 
wealth  has  not  been  confined  to  a  few 
blue-chip  companies.  Unlike  Japan  and 
Korea,  where  huge  conglomerates  control 
the  industry  and  the  cash  flow,  in  Taiwan, 
the  industry  is  comprised  of  hundreds  of 
nimble,  small-  to  medium-sized  compa- 
nies that  are  quick  to  adjust  to  new  tech- 
nologies and  market  conditions.  This  flex- 
ible corporate  environment  of  mostly 
small-  and  medium-sized  enterprises  has 
allowed  Taiwan  to  weather  the  worst  of 
the  Asian  financial  storm  that  has  hit  most 
of  the  region. 

"High-tech  companies  are  used  to  a  short 
cycle  and  a  short  life  span,  so  they  are  con- 
standy  trying  to  improve,"  says  Wang  Kung, 
director  of  the  Hsinchu  Science  Park.  "They 
are  very  lean  by  nature  and  can  easily  adapt 
to  market  trends  as  well  as  push  for  progress 
in  research  and  development." 

Hsinchu  is  perhaps  the  greatest  testa- 
ment to  the  entrepreneurial  spirit  of 
Taiwan.  Two  hours  south  of  Taipei,  this 
science-based  industrial  park  is  widely 
acclaimed  as  the  Silicon  Valley  of  Asia. 


Huang  Chung  Hsm 
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Founded  in  1980,  the  govern- 
ment invested  S583  million  in 
infrastructure  to  develop  high- 
tech  industry  on  this  1,482- 
acre  plot.  The  park  is  home  to 
250  companies  with  com- 
bined revenues  of  514  billion 
last  year  and  68,000  employ- 
ees, more  than  half  of  whom 
have  at  least  a  technical  college 
education.  Half  of  the  tenants 
are  from  the  chip  industry 
with  an  increasing  number  coming 
from  telecommunications  and  opto- 
electronic firms. 

The  idea  for  Hsinchu  was  20  years  in  the 
making,  but  it  is  another  example  of  creative 
and  farsighted  leadership.  The  government 
invited  high-tech  companies  into  this  envi- 
ronment and  extended  financial  induce- 
ments to  them.  Now  only  5%  of  the  park's 
investment  is  from  the  government,  with 
83°o  from  Taiwan's  private  sector  and  an 


additional  1 2%  from  foreign  investors. 

Hsinchu  has  also  allowed  Taiwan  to 
keep  its  best  and  brightest.  "A  great  deal 
of  our  employees  have  studied  abroad, 
and  many  have  apprenticed  in  Silicon 
Valley,"  says  Wang.  "But  we  have  made 
it  attractive  for  them  to  come  back  and 
use  their  expertise  at  home.  The  quality 
of  human  resources  is  quite  high." 

Companies  are  expected  to  invest  in  the 
park  while  reaping  the  benefits  of  Hsinchu's 


|  unmatched  infrastructure,  busi- 
£  ness  opportunities,  human 
|  resources,  research  grants  and 
5  facilities  as  well  as  tax  exemp- 
|  don.  Hsinchu  has  proved  to  be 
such  a  successful  model  that  it 
runs  at  over  90%  capacity,  and 
a  new  park  is  being  built  in 
Tainan  —  on  the  southern  side 
of  the  island  —  to  give  local 
chip  makers  more  room  for 
expansion. 
Another  imperative  for  members  of 
Hsinchu  Science  Park  is  the  commitment 
to  research.  With  the  exception  of  the 
United  States  and  Japan,  few  countries  have 
the  resources  and  funding  to  facilitate  nec- 
essary research.  The  companies  in  the  park 
spend  about  5.4%  of  their  revenue  on 
research  and  development,  compared  with 
only  about  1%  by  the  manufacturing  indus- 
try in  Taiwan. 
As  with  any  prosperous  industry,  the 
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Get  Your  Business  in  on  the  Act! 
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flourishing  venture-capital  market  in 
Taiwan  is  in  hot  pursuit  of  the  next  high- 
tech  success  story.  In  a  country  where 
empowerment  has  become  the  norm, 
there  are  more  than  enough  companies 
willing  to  finance  high-tech  dreams.  The 
vibrant  capital  markets  are  a  meritocracy 
—  those  with  strong  ideas  get  funds.  The 
free  market,  "survival  of  the  fittest"  atti- 
tude has  given  Taiwanese  companies  the 
edge  to  compete  not  only  in  Asia  but  any- 
where in  the  world. 

The  combination  of  a  skilled  workforce 
and  a  quality-oriented  ethos  has  also  elevat- 


ed Taiwanese-made  products  to  the  fore- 
front globally.  Gone  are  the  days  when 
"Made  in  Taiwan"  carried  an  unhealthy 
stigma.  Now,  old  customers  have  become 
new  competitors. 

Nowhere  is  this  more  evident  than  in  the 
manufacturing  of  bicycles.  Although  the 
strength  of  the  high-tech  industry  tends  to 
suffocate  other  worthy  products,  Taiwan  has 
long  been  the  most  prolific  bicycle  maker  in 
the  world.  Recently  the  country's  bicycle 
industry  embarked  on  a  renaissance  pro- 
gram to  manufacture  fewer  products  while 
concentrating  on  high-end  cycles.  Taiwan 
has  been  supplanted  in  terms  of  volume  by 
lower-end  bike  manufacturers  in  Asia,  but 
the  cash  value  of  Taiwan's  bicycle  industry 
easily  exceeds  any  of  its  rivals. 

.ill  part  of  our  quality  revolution," 


says  Tsou  of  CETRA.  "We  call  this  move- 
ment Innovalue.  It's  a  hybrid  of  innova- 
tion and  value  and  refers  to  the  country's 
uniqueness  in  using  innovation  to  create 
value  in  design  and  manufacturing  of 
leading-edge  products."  He  adds  that  "it. 
[Innovalue]  is  particularly  pronounced  in 
the  IT  industry,  but  also  applicable  to  a 
broad  range  of  design  and  manufacturing 
capabilities  on  the  island." 

For  example,  Taiwanese  companies  like 
Giant,  the  innovator  of  the  lightweight  bicy- 
cle, have  made  numerous  technological 
breakthroughs  to  elevate  their  brand  to  the 
upper  echelon  globally  while  still 
maintaining  a  competitive 
price/ technology  ratio. 

Taiwan's  ability  to  offer  the  latest 
technology  at  affordable  prices 
should  help  the  island  remain 
competitive  during  this  time  of 
financial  turmoil.  "It's  a  reality  that 
the  economic  crunch  both  in  Asia 
and  around  the  world  has  deplet- 
ed disposable  income,"  states  Tsou, 
"and  Taiwan  is  well  poised  to  meet 
this  challenge." 
Taiwan's  vast  array  of  products 
is  on  display  year-round  at  the  many  trade 
shows  held  at  the  Taipei  World  Trade 
Center.  The  WTC  has  become  a  leading 
international  venue  for  trade  shows  and 
other  events,  attracting  buyers  from 
around  the  world.  More  than  3,000  busi- 
ness people  visit  the  trade  center  every  day. 
"Taiwan  is  really  one  of  the  premier  cen- 
ters for  trade  and  commerce,"  says 
CETRA's  Tsou. 

However,  it's  not  only  Taiwan's  strong 
export  position  that  makes  it  a  trading  hub. 
Unlike  most  of  Asia,  Taiwan's  imports 
remain  high.  In  1997,  Taiwan  imported 
over  US$1 15  billion  worth  of  goods,  up 
from  $75  billion  just  four  years  ago.  This 
rise  in  imports  can  be  attributed  to  Taiwan's 
consistently  strong  consumer  and  industri- 
al demand.  With  a  per  capita  GDP  exceed- 


ing US$13,000,  Taiwan  is  an  attractive 
market  for  international  brands  and  luxury 
consumer  items. 

The  Mighty  Tiger 

In  the  past,  trying  to  ensure  that  the 
country's  infrastructure  keeps  pace  with  its 
high-tech  and  manufacturing  gold  rush 
has  been  a  bit  of  a  worry.  Recent  con- 
struction has  seen  new  highways  cross  the 
country  as  well  as  the  addition  of  a 
number  of  air  routes.  By  land,  by  air  or  by 
sea,  Taiwan  now  boasts  an  infrastructure 
worthy  of  its  commercial  prosperity. 

Particularly  optimistic  is  the  shipping 
industry,  led  by  the  southern  port  of  Kaoh- 
siung,  the  world's  third-largest  container  I 
port  after  Hong  Kong  and  Singapore.  "The 
state  of  shipping  affairs  has  improved  dra- 
matically," says  Frank  F.H.  Lu,  president  of 
Yang  Ming  Line,  one  of  the  country's  largest 
cargo  carriers.  "The  government  has  adopt- 
ed a  more  pragmatic  attitude,  and  the  labor 
issues  with  the  longshoremen  have  been 
resolved.  We  can  save  time  and  costs  for 
shipping  carriers,  and  our  industry  and 
ports  are  much  more  attractive  to  foreign 
carriers,"  he  adds. 

The  R.O.C.  is  secure,  yet  hardly  com- 
placent. The  country  encourages  its  best 
and  brightest  to  study  abroad,  safe  in  the 
knowledge  that  they  will  come  back  and 
improve  the  quality  of  life  on  the  island. 
The  R.O.C.  encourages  its  citizens  to 
dream,  to  visualize  and  to  empower  them- 
selves. Not  only  does  the  R.O.C.  support 
transparency  in  business  and  politics,  it 
also  reacts  instead  of  waiting  to  act. 

It  is  a  country  blessed  with  a  geographic 
location  that  enables  it  to  be  the  gateway  to 
both  east  and  west.  It  honors  democratic 
principles  and  market  economics.  It  is  also 
the  one  Asian  tiger  still  roaring  loudly.       ■ 

Tim  Noonan  is  a  Canadian  writer  and 
broadcaster  who  has  worked  in  Asia  for 
more  than  eight  years. 
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Would  anyone  be  rottenly  greedy  enough  to  scam  some  poor  nuns 
out  of  their  pension  money?  Well,  yes. 

God  and  the  devil 


By  Matthew  Schifrin  and  Cecile  Daurat 


On  June  4,  1996  Sister  Yvette  Dicaire  arose, 
as  always,  at  6:00  a.m.,  put  on  her  habit  and 
walked  to  the  chapel  for  morning  mass.  She 
joined  the  80  or  so  other  nuns  who  lived  in 
the  drab,  five-story  cement  convent  in 
Sainte  Foy,  Quebec.  They  belong  to  a  150-year-old 
order,  the  Sisters  of  the  Good  Shepheid 

Clutching  her  rosary,  the  75-year-old  Dicaire  knelt  in 
a  front  row  pew  and,  with  her  sisters,  asked  for  divine 
intervention.  Would  God  give  her  grace  in  carrying  out 
an  unusual  piece  of  work?  She  and  the  four  other  nuns 
who  made  up  the  order's  general  council  were  partici- 
pating in  a  sting  operation  to  entrap  some  "advisers"  who 
had  defrauded  the  order. 

How  scummy  can  you  get?  Cheating  poor  nuns?  Sad 
to  say,  there  are  loathsome  people  in  this  world. 

A  month  earlier  Dicaire  and  four  other  elderly  nuns, 
including  the  mother  superior,  had  learned  that  the  C$80 
million  the  convent  had  lent  from  its  pension  fund  was  in 
jeopardy.  The  convent's  longtime  accountant  and  a  local 
attorney  had  persuaded  the  nuns  to  invest  in  a  shopping 
mall  in  Montreal.  The  mall  was  doing  well.  Its  buildings 
were  fully  occupied,  and  it  was  experiencing  heavy  traffic. 
Yet  it  was  on  the  brink  of  insolvency. 

The  nuns'  advisers  had  been  asking  them 
for  an  additional  CS30  million  to  build  out 
more  of  the  mall.  Suspicious,  the  nuns  had 
reported  the  situation  to  Dicaire's  brother, 
Raymond,  who  then  contacted  an  associate  to 
help  nail  the  scoundrels.  Enough  was  enough. 
The  nuns  agreed. 

A  meeting  was  scheduled  for  9  a.m.  at  the 
convent  on  that  late  spring  day  two  years  ago. 
The  advisers  were  there  to  collect  the  C$30 
million  capital  infusion.  They,  of  course,  didn't 
know  that  these  innocent  nuns  had  had 
enough.  The  room  had  been  bugged  the  night 
before,  and  the  nuns  had  been  rehearsed  to 
get  the  advisers  to  repeat  the  lies  they  had 
been  telling  them  for  the  past  four  years.  _ 

Hidden  in  tiny  bedrooms  several  doors  down 
from  the  meeting  room,  a  half-dozen  attorneys  and  their 
assistants  sat  ready  to  burst  through  the  door  if  the  nuns 
needed  help. 

How  did  so  unworldly  a  group  get  involved  in  such 
worldly  dealings?  The  story  begins  in  1992.  The  $isters 
of  the  Good  Shepherd  (  Les  Soeurs  dn  Bon-Pasteur)  were 
introduced  by  their  longtime  accountant,  Denis 
Schmouth,  to  two  men:  one,  a  slick  real  estate  develop- 
er from  Montreal  named  Jean-Alain  Bisaillon;  the  other, 
a  local  attorney  named  Jean-Pierre  Cantin. 

Though  the  nuns  lived  simply,  their  880-member 
order  was  quite  rich.  In  1849  the  Archbishop  of  Quebec 
asked  the  convent's  founder,  Marie-Josephte  Fitzbach, 
to  care  for  reforming  prostitutes  and  women  released 
from  prison.  As  the  years  passed,  its  endowment  grew. 

Then,  in  the  early  1960s,  the  conyent  got  a  new 
source  of  income:  The  Quebec  government  assumed 
control  of  all  schools  in  the  province  and  began  paying 
the  teaching  nuns  market  wages,  which  they  dutifully 


"My  first  ques- 
tion was,  'Do  you 
have  more  than 
$50  million  in 
the  project?' 
When  the 
Mother  Superior 
replied,  'Yes,' 
I  said,  'Sister, 
your  house  is 
on  fire!' " 


turned  over  to  the  order  to  be  put  toward  establishing  a 
pension  fund  for  members.  Much  of  the  money  was 
used  to  make  investments  that  advanced  good  causes.  By 
the  early  1990s  the  Sisters  of  the  Good  Shepherd  had 
accumulated  C$200  million  in  assets,  including  nursing 
homes  and  hospitals  in  places  like  Brazil,  Africa  and  the 
Caribbean.  Liquid  assets,  perhaps  C$125  million,  were 
invested  mostly  in  fixed-rate  guaranteed  investment  con- 
tracts and  government  bonds. 

Ah,  but  the  accountant  and  his  associates  had  a  deal  for 
them.  It  would  help  them  and  help  the  needy.  A  group  of 
poor  Quebec  farmers  had  been  selling  their  produce  in  a 
farmers'  market  in  Montreal  called  Marche  Central  Met- 
ropolitain.  They  were  being  evicted  to  make  room  for  a 
shopping  mall.  Would  the  nuns  be  willing  to  lend  the 
builder  C$4.2  million  for  six  months? 

If  they  agreed,  the  builder  would  agree  to  let  the  farm- 
ers continue  to  market  there.  Moreover,  their  investment 
would  help  create  new  jobs.  It  seemed  a  perfect  way  to  do 
well  by  doing  good.  Meanwhile,  the  loan  would  pay  a 
handsome  15%.  The  nuns  agreed,  but  something  about 
Bisaillon  made  them  a  bit  suspicious. 

Recalls  Sister  Dicaire:  "We  didn't  want  to  do  business 
with  this  guy.  Nothing  about  him  felt  right;  he 
wore  lots  of  gold  and  at  one  point  he  stood  up 
and  began  sermonizing  as  if  he  were  a  priest 
on  a  pulpit."  Taking  the  hint,  Schmouth  and 
Cantin  continued  to  court  the  nuns,  but  with 
Bisaillon  working  behind  the  scenes.  The  nuns 
handed  over  the  C$4.2  million,  and  two 
months  later  they  got  back  their  money  with 
interest.  Cantin  and  Schmouth  asked  for 
another  C$21  million — they  got  it. 

When  the  loan  came  due,  the  dealsters 
explained  that  there  were  tax  and  zoning 
problems.  They  told  the  nuns  that  for  tax  rea- 
sons it  was  essential  that  their  investments  not 
be  discussed.  The  stalling  went  on  for  over  18 
months  until  September  1994,  when  the 
advisers1  tone  became  more  serious.  Only  then 
were  the  nuns  told  that  the  mall  would  be 
much  bigger  than  they  had  expected.  It  would  house  big 
retailers  such  as  Costco  and  restaurants,  like  McDonald's. 
The  project  was  in  trouble,  and  unless  the  nuns  guaran- 
teed construction  loans,  it  would  fail. 

Fearing  that  their  entire  C$21  million  investment 
would  be  wiped  out — creating  a  public  scandal — the  nuns 
guaranteed  C$60  million  more  in  loans  from  the  Royal 
Bank  of  Canada  and  Banco  Commerciale  Italiano,  of 
Montreal.  The  big  banks  didn't  bother  to  dig  too  deeply 
in  their  credit  checks;  they  apparently  figured  as  long  as 
the  nuns  were  on  the  hook,  their  loans  were  safe. 

To  soothe  the  nuns'  worries,  Cantin  began  delivering 
them  $200,000  per  month  in  interest  in  late  1994.  In 
what  amounted  to  a  check-kiting  scheme,  the  first  loan  of 
C$4.2  million  the  nuns  invested  was  paid  back  from  the 
second  C$21  million  installment  advanced  in  late  1992. 
The  interest  payments  they  had  been  receiving  were 
merely  a  return  of  their  own  capital  or  the  funds  of  vari- 
ous other  lenders  in  the  project.  These  included  another 
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Attorney  Jean-Pierre  Cantin,  accountant  Denis  Schmouth  and  developer  Jean-Alain  Bisaillon 
Caught  in  the  nuns'  sting,  but  millions  are  still  missing. 


convent,  the  Sisters  of  Chicoutimi  in 
northern  Quebec.  But  because  the 
promoters  urged  secrecy,  neither 
group  knew  of  the  other's  investment. 
The  total  debt  on  the  project  had 
ballooned  to  over  C$120  million,  but 
only  C$1 1  million  actually  went  to  buy 
shares  in  the  Marche  Central.  An 

i:o 


investigation  shows  an  estimated  C$22 
million  was  diverted  to  the  accounts  of 
legal  adviser  Cantin  and  to  Bisaillon  or 
parties  affiliated  with  him.  The  Sisters 
of  the  Cood  Shepherd  never  became 
owners  of  the  mall  because  Cantin 
held  the  shares  in  trust,  and  then  in 
August  1994  he  secretly  sold  them  to 


partner  Bisaillon  for  a 
mere  C$150,000. 

In  a  dizzying  array 
of  transactions  that 
the  Royal  Canadian 
Mounted  Police  are 
still  unraveling,  the 
three  wound  up  selling 
and  transferring  assets, 
behind  the  nuns'  backs, 
reaping  tens  of  millions 
in  fees  and  kickbacks. 

Bisaillon  took  extrav- 
agant hunting  trips 
to  South  America, 
maintained  a  penthouse 
party  suite  on  the  top 
floor  of  one  of  Montre- 
al's most  expensive 
hotels  and  built  himself 
a  C$1  million  retreat  in 
the  posh  Quebec  lake 
resort  town  of  Rober- 
val.  At  least  C$15  mil- 
lion of  the  nuns'  money 
alone  was  deposited  in 
Swiss  accounts. 

The  nuns  were  cer- 
tainly careless.  At  the. 
time  they  made  their 
"investments,"  Bisaillon 
was  already  notorious 
for       a       series       of 
failed  real  estate  devel- 
opments   in    Canada, 
and  was  under  investiga- 
tion for  C$4.5  million  in  tax  evasion. 
Their  longtime  accountant,  Schmouth, 
earned  C$90,000  a  year,  but  was 
apparently  dazzled  by  Bisaillon's  and 
Cantin's  displays  of  wealth.  They  seem 
to  have  promised  to  cut  him  in. 

The  end  came  only  after  the  trio,  in 
the  spring  of  1996,  began  pressing  the 
Sisters  of  the  Good  Shepherd  for  an 
additional  C$30  million.  That  did  it. 
Sister  Dicaire's  brother,  Raymond, 
was  in  the  construction  business  in 
Montreal,  but  he  never  discussed  busi- 
ness during  his  twice -monthly  visits  to 
his  sister  at  the  convent.  This  time, 
when  he  arrived  in  early  May  1996,  he 
was  greeted  by  his  sister  and  Mother 
Superior  Denise  Rodrigue,  who  told 
him  of  their  stake  in  Marche  Central. 
"My  first  question  to  the  sisters  was, 
'Do  you  have  more  than  C$50  million 
in  the  project?"'  says  Dicaire.  When 
the  Mother  Superior  replied,  "Yes," 
Raymond  exclaimed:  "Sister  Denise, 
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vour  house  is  on  tire!"  An  associate  of 
Raymond  Dicaire,  Gilles  Masse, 
advised  the  nuns  to  bend  their  princi- 
ples and  resort  to  some  trickery.  They 
should  go  to  their  accountant's  office 
in  the  convent  at  night  and  carefully 
make  copies  of  every  document  there. 

"When  these  men  came  to  help 
us,  we  saw  God's  providence  that 
day — we  put  our  trust  in  Him,"  says 
Sister  Denise. 

Working  20-hour  days  with  the 
nuns.  Masse  then  organized  the  June 
4  sting  operation.  About  two  hours 
into  the  sting,  he  walked  into  the 
room  and  started  questioning  Cantin 
and  Schmouth,  exposing  discrepan- 
cies in  their  account.  Cantin  sudden- 
ly became  ill,  went  to  the  bathroom 
and  ran  out  the  convent's  front  door. 

Cantin  and  Bisaillon  had  raised 
more  than  CS120  million  in  debt 
for  a  project  worth  no  more  than 
CS70  million.  Masse  advised  the  nuns 
to  place  the  project  in  bankruptcy.  Late 
last  year  the  bankruptcy  judge  issued  a 
scathing  statement  that  strongly  sug- 
gested Cantin,  Bisaillon  and  Schmouth 
were  responsible  for  a  massive  fraud. 
Within  the  next  few  months  Quebec's 
Crown  Prosecutor  is  expected  to  file 
criminal  indictments  against  the  three: 
None  would  comment  for  our  story. 

Schmouth  is  being  stripped  of  his 
EPA  status  and  lives  reclusively  in  his 
home  outside  Quebec  City.  Cantin 
has  moved  his  family  to  a  coffee  plan- 
tation in  Costa  Rica. 

Bisaillon  continues  to  do  business 
in  Montreal,  confident  that  Canada's 
weak  enforcement  statutes  make  it 
difficult  to  convict  him. 

As  for  the  Sisters  of  the  Good  Shep- 
herd? They  have  been  forced  by  the 
banks  to  honor  their  pledges  and  are 
out  over  CS80  million,  not  including 
legal  tees.  More  than  half  of  the  nuns' 
pension  fund  has  been  wiped  out,  and 
the  convent's  elders,  all  in  their  70s, 
have  been  forced  to  endure  long 
public  courtroom  trials.  The  convent's 
operating  budget  has  been  drastically 
reduced  and  its  charities  curtailed. 

Says  Sister  Dicaire,  "Evil  forces 
were  trying  to  break  the  love,  ten- 
derness and  charity  of  our  order.  God 
and  the  devil  can't  live  together  in 
the  same  house." 

But,  for  a  brief  while  at  least, 
they  did.  ■■ 
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.urFlexJet  Fractional 
Ownership  program 
i  control  of  your  schedule 
back  where  it  belongs:  with  you. 
Now  you  can  own  as  much  of 
a  Learjet  or  Challenger  business 
jet  as  you  need;  for  extremely 
busy  people  (that's  you), 
direct  from  the  manufacturer 
(that's  us).  For  as  little  as 
$175,000  per  year*  To  learn 
more,  give  us  a  toll-free  call 
at  1-800-FLEXJET  (353-9538). 
_  No  need  to  wait  any  longer. 
As  we  like  to  say,  we're  ready 
when  yoi 


ARDIER 

AEROSPACE 


What  is  it  that  the  U.S.  is  doing  right  and  Japan  doing 
wrong  in  the  information  technology  business?  The 
diverging  fortunes  of  Oki  Electric  and  EMC  Corp. 
illustrate  the  differences  crisply. 

A  fable  of  two 
companies 

By  Neil  Weinberg 


this  picture:  Computer- telephony  inte- 
gration is  nothing  new.  In  the  U.S., 
vendors  like  Genesys  Telecommunica- 
tions Laboratories  (Forbes,  July  6) 
haye  been  pushing  it  for  several  years. 
In  Japan,  where  even  voice  mail  is  still 
rare,  the  business  is  just  getting  off  the 
ground. 

This  pattern  is  all  too  familiar:  An 
information  technology  percolates  out 
of  the  U.S.;  Japanese  firms  pile  in  late 
as  resellers  or  with  their  own  me -too 
versions  and  kill  themselves  in  a  price 
war  while  U.S.  entrepreneurs  move  on 
to  new  technologies. 

This  is  just  what  happened  in 
memory  chips.  Giants  Hitachi  and 
Toshiba  posted  their  first  losses  in  a 
half-century  in  the  six  months 
through  September.  Smaller  Oki,  with 
less  than  $6  billion  in  revenues, 
expects  to  lose  a  record  $375  million 
in  the  year  through  next  March. 

The  problem  runs  deeper  than 
Asia's  recession.  Oki  and  its  compa- 
triots are  hardware-centric  generalists 
in  an  era  when  wealth  is  being  creat- 
ed by  turning  out  new,  narrowly 
focused  technology — not  me-too 
electronic  boxes. 

Consider  Intel  in  microprocessors, 
Cisco  Systems  in  networking  equip- 
ment and  emc  Corp.  in  corporate 
computer  data  storage.  In  particular, 


The  new  president  of  Japan's  Oki 
Electric  Industry,  Katsumasa  Shinozu- 
ka,  speaks  with  evangelical  zeal  about 
computer- telephony  integration. 
Swapping  data  between  computer  and 
phone  systems — for  mail  order,  home 
banking  and  other  service  providers — 
is  an  ideal  growth  business  for  a  com- 
puter and  telecom  equipment  maker 
like  Oki,  he  says. 


Oki  Electric's  Katsumasa  Shinozuka 
Dozens  of  products,  oceans  of  red  ink. 


"It  will  be  our  strongest  business," 
boasts  the  58-year-old  Shinozuka. 
"The  company  that  takes  concrete 
action  he  fastest  is  going  to  win,  and 
we're  air  ady  marketing  products." 

There's  only  one  thing  wrong  with 
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why  does  EMC  do  so  well,  with  a  : : 
market  share  in  its  line  of  business  and 
a  19  .  net  profit  margin:  Because  the 
technology  is  changing  rapidly  enough 
to  demand  ingenuity  and  imagination, 
and  because  there  is  a  software  com- 
ponent to  it. 

h.\K  's  sales  grew  an  average  <>:  ; 
a  \ear  from  1990  to  S2.9  billion  in 
l^u-  EMC's  market  capitalization, 
meanwhile,  has  risen  227-fold  to  $34 
billion,  or  12  times  last  v  ear's  sales.  In 
the  first  three  quarters  of  1998  EM< 
netted  $53"  million  on  revenues  of 
$2.8  billion. 

Contrast  Oki.  It's  like  a  lot  of  other 
Japanese  electronics  firms,  a  sort  of 
department  store  of  technology.  Oki 
produces  computers,  telecom  equip- 
ment, semiconductors  and  do/ens  of 
other  products.  It  leads  in  just  one 
market,  automated  teller  machines. 
Japanese  banks  aren't  great  growth 
prospects  these  days,  though  Oki  sees 
some  potential  in  convenience  stores 
and  other  locations. 

Indeed,  Oki's  $5.8  billion  fiscal 
L997  sales  have  barely  budged  since 
1990.  Its  finances  are  a  mess.  In 
addition  to  the  expected  record  loss, 
debt  is  2.1  times  equity,  versus  38 
for  America's  top  2  5  electronics 
makers.  Oki's  stock  is  down  80% 
this  decade,  and   its   SI. 3   billion 


EMC  Corp.s 
Michael  Ruettgers 
"We're  in  the 
storage  business, 
but  have  rede- 
fined it  from 
mainframes  to 
NT  systems,  and 
increasingly 
to  software." 
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I  \  orld  admired  pleasures  sculpt  each  sparkling  day 
at  The  Cloister  on  Sea  Island,  Georgia. 

Legendary  sports -golf,  tennis,  private  beach  and 
Beach  Club.  Shooting  School,  seaside  Spa.  Dining, 
dancing,  shining  service.  22  consecutive  years 
of  Mobil  5-Star  recognition,  seventy  years  of  devotion  to  generations 
of  families  who  return  time  after  time  to  this  happy  isle,  sq)     f  j  /l 

Visit  us  soon,  won't  you?  Call  80OSEA  ISLAnd.   J^)Cu^J^^HCL 
The  Cloister,' Sea  Island,  Georgia 31561.  (&/      -^thecloister* 

wuTk-.seaisland.com    Home  rentals  and  real  estate  available.  Outside  US.  912-638-3611. 


market  cap  is  just  0.2  times  sales. 

It's  not  thac  Oki  lacks  smart  engi- 
neers. It  was  founded  in  1881  as 
Japan's  first  telecom  equipment  maker 
and  turned  out  a  phone  just  five  years 
after  Alexander  Graham  Bell  invented 
the  device.  As  a  leading  Nippon  Tele- 
graph &  Telephone  supplier,  it 
attracts  top  engineers  and  rates  high 
for  quality. 

Nor  is  management  oblivious  of 
Oki's  ailments.  In  1992,  when  the 
firm  was  also  in  the  red,  then-presi- 
dent Jun  Jinguji  admitted  publicly  that 
Oki  was  unlikely  to  ever  make  money 
in  semiconductors,  competing  with  far 
larger  rivals.  Six  years  on,  Oki  still 
makes  chips.  In  1995  President  Shiko 
Sawamura  said  Oki  must  become  like 
a  "specialty  shop"  amid  giant  depart- 
ment store  rivals.  It  hasn't  quit  one 
major  business  since. 

Time  and  again  management  has 
placated  employees  rather  than  cut 
moneylosing  businesses.  Little 
wonder.  Top  executives  own  almost 
no  shares,  and  foreigners  just  2.9%  of 
the  firm.  Oki's  top  seven  shareholders 
are  Japanese  financial  institutions — 
hardly  angels  of  wealth  creation. 

When  Oki  dropped  its  $375  million 
red  ink  bombshell  in  late  September, 
Shinozuka   said   he   would   cut   his 


<cUnder  [Japanese-style]  con- 
sensus management  we 
wouldn't  have  taken  on  the 
high  risk  of  open  systems." 


payroll  by  10%,  or  2,700  people,  and 
abandon  plans  to  mass-produce  next- 
generation  chips. 

There's  less  to  the  plan  than  meets 
the  eye.  Hundreds  of  the  2,700  will 
be  shifted  from  Oki's  parent  company 
to  subsidiaries.  Oki  will  keep  its 
memory-chip  operation  in  business  to 
supply  system  LSls — chips  packing  sev- 
eral functions  on  one  silicon  wafer. 
Guess  what?  Hitachi,  Toshiba,  NEC 
and  Fujitsu  are  hot  and  heavy  on 
system  LSls,  too. 

Shinozuka  calls  his  revival  plan 
"Phoenix  21"  and  has  set  up  a  new 
Silicon  Valley  office  to  tap  into  indus- 
try buzz.  Strip  away  the  slogans  and 
protecting  turf  is  still  priority  one.  Shi- 
nozuka diplomatically  predicts  that 
Oki's  computer,  telecom  and  chip 
units  will  account  for  the  same  shares 
of  sales  in  three  years  as  they  do  today. 
So  much  for  computer-telephony  inte- 
gration coming  to  the  rescue. 

What  about  Oki's  perennial  loss- 
makers?  "If  a  unit  isn't  making  money, 


we'll  transfer  it  to  a  group  company, 
and  if  it  still  loses  money,  we'll  close 
it,"  says  Shinozuka.  "We  have  to 
manage  in  a  proper  Japanese  way  or 
we.won't  be  appreciated  by  society." 

As  Oki  flounders  in  a  proper  way, 
emc  is  enjoying  textbook  growth. 
"  .Richard  Egan,  an  early  Andy  Grove 
protege  at  Intel,  and  former  college 
buddy  Roger  Marino  set  up  EMC  in 
1979  to  build  add-on  memory  for 
minicomputers.  Rather  than  stick  with 
a  dying  business,  they  moved  into 
mainframe  data  storage  in  1989, 
devising  a  technology  far  faster  than 
what  IBM  was  then  using  to  control 
80%  of  the  market.  The  technology, 
called  raid  (redundant  arrays  of  inde- 
pendent disks),  involves  clever  algo- 
rithms for  dealing  out  data  among  an 
assortment  of  hard-disk  platters. 
Within  a  few  years  EMC  had  won  away 
the  top  share. 

As  corporations  began  deploying 
open  client-server  systems  in  recent 
years,  many  attached  storage  devices 
to  their  local  servers.  Pundits  predict- 
ed the  death  of  the  mainframe.  Turns 
out  scattering  databases  among  local 
servers  leads  to  lots  of  problems  man- 
aging and  accessing  information. 

EMC  recognized  early  on  that  open 
systems  were  here  to  stay  but  that 


Breakout  strategy 

Why  didn't  Japan  cap- 
ture the  computer  busi- 
ness the  way  it  captured 
the  consumer  electronics 
business?  Because  Japan 
fought  the  wrong  battle 
and  ended  up  losing  the 
war,  according  to  Jason 
Dedrick  and  Kenneth 
Kraemer,  professors  at 
University  of  California, 
Irvine's  Center  for 
Research  on  Information 
Technology  &  Organiza- 
tions, and  authors  of  a 
new  book,  Asia's  Comput- 
er Challenge. 

Japanese  firms  struggled 
like  mad  to  win  the  main- 
frame market  away  from 
ibm.  They  began  to  suc- 
ceed— just  in  time  to 


watch  big-iron  sales  fall  by 
a  third  between  1990  and 
1995.  The  action  had 
shifted  to  PCs,  servers, 
software  and  services. 

Even  today  Japan's 
industry  remains  dominat- 
ed by  huge,  hardware-fix- 
ated firms  best  suited  to 
staid  businesses,  like 
making  TV's  and  nuclear 
power  plants.  Thank 
nationalistic  industrial 
policy  and  hierarchical 
conglomerates,  say  the 
authors.  They  have 
pushed  proprietary  sys- 
tems, locked  out  innova- 
tors and  shunned  integra- 
tion into  the  global 
\  aluc-added  chain,  along 
the  lines  of  Taiwan  and 
Singapore. 

"The  problem  with 


Japan's  big  electronics 
makers  is  that  they're  ver- 
tically integrated,  don't 
spin  off  units,  don't  have 
skunk  works  and  don't 
do  much  M&A,"  says 
Kraemer. 

Thus  it  is  that  the 
U.S.  information  technol- 
ogy industry,  with  annual 
revenues  of  $1.2  trillion, 
is  nearly  twice  as  large 
and  twice  as  profitable  as 
Japan's,  according  to 
Broadview  Int'l,  a  leading 
Silicon  Valley  M&A  firm. 
What's  more,  U.S. 
info-tech  firms  set  up 
since  1980  are  worth 
more  than  Japan's  entire 
industry. 

Japan  is  still  failing  to 
nurture  startups  and  to 
fold  monevlosers.  Nor  has 


it  succeeded  in  tapping 
into  Silicon  Valley's  cycle 
of  entrepreneurship,  ven- 
ture capital,  initial  public 
offerings  and  ownership- 
oriented  bosses. 

"What  the  Japanese  lack 
are  breakout  strategies,  like 
Ciena's  deadly  focus  on 
opto-electronics  and  pho- 
tonics becoming  a  multi- 
billion -dollar  business  by 
the  second  half  of  the  next 
decade,"  says  Broad\iew 
managing  director  Michael 
Kelly.  "To  build  sharehold- 
er value  instead  of  market 
share,  they've  got  to  stop 
divvying  up  budgets 
among  internal  groups  and 
think  breakout.  They  have 
to  be  willing  to  split  up." 

Don't  hold  your  breath. 

-N.W  mm 
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Different  values, 
distinct  patterns 


Japan  $732  billion     U.S.  $1.2  trillion 


Japan  has  focused... 

Information  technology  revenue 
by  segment  ($billions) 

Software  products  and  services 

Media  and  content  services 

■■$108 

Hardware  products 


Telecom  services 

Supporting  products  and  services 

■  $31 

■■■■$150 

where  growth  is  slowest... 

Total  revenue  growth  (%) 

Software  products  and  services 
^ 

^■^■^■■■^■M  2 1 . 0 

Media  and  content  services 

■■ML8  5 
■^■■■11.3 

Hardware  products 

WKMAJ 

■■6.9 

Telecom  services 

^^■■■9.9 
Supporting  products  and  services 
LlP.o 


and  lags  in  profits  everywhere 

Pretax  margin  (%) 

Software  products  and  services 
^■U 

Media  and  content  services 
^■HLL3 

■^■Hill.l 
Hardware  products 
^■4J_ 
■  ^■■^8.9 
Telecom  services 
■■■6.1 
■■6.3 

Supporting  products  and  services 

■  2.6 
2.6 

All  figures  are  for  publicly  traded  firms.  Japanese 
figures  for  the  year  through  March  1998; 
U.S.  figures,  through  June  1998. 

Source.  Broadview  Int'l  LLC. 

in  the  information  technology  business, 
speed  and  innovation  count  for  more 
than  girth.  Little  wonder  that  U.S.  info- 
tech  firms  founded  since  1980  are  now 
worth  more  than  Japan's  entire  industry, 
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Where  angels 

and 
entrepreneurs 


click. 


f 


It's  a  little  piece  of  paradise 
on  the  Internet. 

It's  called  SourceCapital 
Network.  And  it's  a  very 
civilized  place  for  entre- 
preneurs with  promis- 
ing businesses  to  meet 
angel  investors  looking 
for  promising  projects. 

As  an  entrepreneur, 
you'll  be  able  to  make 
one  presentation — 
using  pictures,  voices, 
video — and  have  it 
seen  by  scores  of 
certified 


investors  who  have  paid  for  the 
privilege  of  reviewing  it  and 
meeting  you. 

As  an  investor,  you'll 
save  time  by  pre-selecting 
only  those  categories  of 
projects  you're  interest- 
ed in.  When  you  find  a 
project  you  like,  you 
simply  contact  the 
entrepreneur  directly. 
And  to  think  it  all 
starts  with  the  click  of 
a  mouse. 
For  more  information,  e-mail 
angel_5830@sourcecapitalnet.com. 
Or  call  us  toll-free  at  1-877-424-7100, 
ext.  5830. 


Pi 


SourceCapital 


NETWORK 


www.sourcecapi 


talnet, 


com 


mainframes  and  centralized  data  stor- 
age still  had  big  advantages.  It  invest- 
ed heavily  in  technology  that  offers 
more  compatibility  than  anyone  else's 
among  open  systems,  mainframes  and 
other  computer  systems. 

Like  Microsoft,  Intel  and  other 
industry  leaders,  emc  has  used  acqui- 
sitions as  a  strategic  weapon.  Epic  Sys- 
tems, a  data-backup  specialist  it 
bought  in  1993,  helped  EMC  add  the 
world's  fastest  open-system  backup 
technology  to  its  arsenal.  Oki  Electric, 
by  contrast,  hews  to  the  Japanese 
model  of  relying  largely  on  organic- 
growth  or  none  at  all. 

In  1997,  emc's  third  year  in  open- 
system  data  storage,  sales  hit  SI. 5  bil- 
lion. Stock  options  and  quarterly  cash 
bonuses  give  emc  executives  and  sales- 

"We  have  to  manage  in  a 
proper  Japanese  way  to  be 
appreciated  by  society." 

people  plenty  of  incentive  to  hit  their 
targets.  EMC  is  again  pushing  the 
boundaries  of  its  industry  with  a  new 
technology — fibre  channel.  It  leads  in 
supplying  data  storage  devices  that 
connect  to  host  computers  via  optical 
fibre  networks  to  transmit  masses  of 
data  over  long  distances  without  clog- 
ging up  other  operations. 

"We're  in  the  storage  business,  but 
have  redefined  it  from  mainframes  to 
Unix  and  NT  systems,  and  increasing- 
ly to  software,"  says  EMC  Chief  Exec- 
utive Michael  Ruettgers,  55.  "Under 
[Japanese-style]  consensus  manage- 
ment we  probably  wouldn't  have 
taken  on  the  high  risk  of  open  sys- 
tems, given  that  we  already  had  a 
comfortable  mainframe  business." 

Ruettgers  plans  to  stick  to  his  knit- 
ting. Why  not?  He  sees  emc's  data- 
storage revenues  tripling  to  $10  billion 
by  2001.  Oki,  meanwhile,  may  or  may 
not  get  some  growth  out  of  its  new 
telephone  gear  and  remains  as  unfo- 
cused as  it  ever  was. 

The  Japanese  are  "going  to  run 
away  with  the  world  computer  market. 
It's  going  to  be  another  TV  industry." 
That's  what  Clyde  Prestowitz,  former 
Commerce  Department  counselor  for 
Japanese  affairs,  told  Business  Week  in 
October  1989.  How  wrong  he  was.M 
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Intellectual  Development  Systems  is  using  updated 
World  War  II  military  intelligence  tests  to  change  the 
way  children  learn.  Teachers  swear  by  it. 

Deconstructing 
the  intellect 


By  Carleen  Hawn 


IDS  founder  and  chairman,  Bill  Brock 

"This  is  about  preparing  learners  to  learn."  And  making  money,  to  boot. 


At  the  height  of  World  War  II  the 
Army  Air  Corps  was  struggling  to  fill 
its  ranks.  There  were  plenty  of  volun- 
teers, but  despite  rigorous  healdi,  stress 
and  intelligence  tests,  one  in  three 
cadets  failed  the  training  program. 

Then  a  University  of  Southern  Cali- 
fornia psychologist  named  J.  P.  Guil- 
ford developed  a  set  of  tests  diat  mea- 
sured  not  just  IQ  but  the  specific 


intellectual  abilities  required  to  perform 
the  tasks  of  a  pilot,  such  as  risk  assess- 
ment and  navigation.  Failure  among 
training  cadets  plunged  to  l-in-20. 

Guilford  expanded  this  successful 
experiment  into  what  he  called  the 
Structure  of  Intellect,  a  model  that 
identifies  90  different  intellectual 
aptitudes.  They  are  based  on  the 
premise  that  we  all  are  either  figural, 


semantic  or  symbolic  learners. 

Figural  learners  process  informa- 
tion best  by  concrete  pictures — say, 
an  image  of  a  hand  with  five  fingers 
to  relate  the  notion  of  "five."  Seman- 
tic learners  process  that  information 
verbally — the  word  "five"  spelled  out 
or  spoken.  Symbolic  learners  do 
better  focusing  on  a  symbol,  like  "5." 

The  type  of  learner  we  are  affects 
the  means  by  which  we  memorize 
things,  evaluate  and  classify  informa- 
tion, the  way  we  solve  problems,  even 
the  means  of  our  creativity.  Can  this 
insight  be  turned  to  practical  use?  An 
Annapolis,  Md.  startup,  Intellectual 
Development  Systems,  thinks  it  can. 
The  two-year-old  firm  uses  an  updat- 
ed version  of  Guilford's  model,  called 
Bridges,  to  help  identify  the  intellectu- 
al strengths  and  weaknesses  of  75,000 
kids  in  150  public  schools  across  the 
country,  then  uses  that  information  to 
speed  up  their  learning. 

One  must  treat  claims  of  educa- 
tional breakthroughs  with  a  certain 
skepticism.  The  new  math  of  the 
early  1960s,  the  open  classroom  of 
the  1970s,  the  recently  popular 
Whole  Language  method  of  teaching 
reading — all  these  pedagogical  fads 
failed  to  live  up  to  their  early  promis- 
es. "Bridges  sounds  to  me  like  it's 
very  faddish,  and  they  want  it  to  be, 
so  they  can  hit  the  jackpot,"  says 
Peter  Cookson,  Director  of  the 
Center  for  Educational  Outreach  and 
Innovation  at  Columbia  University's 
Teachers  College.  "But  I  would  not 
expect  this  to  stick." 

Still,  Intellectual  Development  Sys- 
tems may  be  on  to  something.  At  least 
it  has  no  shortage  of  anecdotal  evi- 
dence to  support  the  Bridges  program. 

Amber  Maloy,  15,  of  Paris,  Tex., 
was  a  student  who  scored  As  and  Bs 
but  repeatedly  fared  poorly  on  stan- 
dardized reading  comprehension 
tests.  She  passed  to  higher  grade 
levels  largely  on  her  ability  to  memo- 
rize information  and  on  the  confi- 
dence her  teachers  had  in  her. 

Then  last  year  Amber's  school, 
Paris  High,  introduced  Bridges. 
Along  with  more  than  300  other  stu- 
dents, Amber  took  over  three  hours 
of  tests.  The  tests  showed  that  she 
was  a  symbolic  learner  but  had  trou- 
ble with  figural  learning. 

So  in  addition   to  her  regular 
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leader.  If  anyone  can  make  it  happen,  we  can. 


classes  Amber  went  twice 
a  week  to  a  Bridges  lab  at 
the  school.  There  Amber 
walked  back  and  forth  on  a 
small  balance  board  while 
simultaneously  reading  a 
colored  eye  chart  on  the 
wall.  To  hone  her  compre- 
hension of  words  and  their 
meanings,  she  used  work- 
books dealing  with  syn- 
onyms and  related  mean- 
ings of  concepts.  A  year 
later  Amber  is  a  sophomore 
honor  student  who  talks 
happily  about  some  day 
becoming  a  doctor. 

The  testimonials  go  on:  A 
14-year-old  boy  in  Paris  had 
trouble  reading;  his  eyes 
weren't  able  to  track  lines 
left  to  right.  His  problem  is 
being  corrected  with  exercis- 
es that  strengthen  control  of 
his  eye  muscles.  One  of  his 
female  classmates,  also  14, 
did  badly  reading  maps;  she 
tries  to  improve  her  symbol- 
ic learning  with  exercises 
that  look  like  a  hybrid  of 
crossword  puzzles  and 
mazes;  she  claims  she's 
doing  much  better. 

Stories  like  these  are 
heartening  to  William  E. 
Brock,  68,  who  founded  ■■■■ 
Intellectual  Development 
Systems  and  is  one  of  its  largest  share- 
holders. Brock,  a  former  U.S.  senator 
from  Tennessee  and  an  heir  to  the 
Brock  candy  fortune — together  with 
private  investors — has  put  $2.7  million 
into  ids  so  far. 

Beyond  anecdotal  evidence,  is 
there  any  proof  that  these  mental 
exercises  work?  Brock  says  that  each 
of  the  schools  using  the  program  has 
documented  significant  increases  in 
achievement,  reduced  referrals  to  spe- 
cial education  programs  and  even 
reduced  disciplinary  problems. 

Dorothy  Sisk,  an  educational  psy- 
chologist with  Lamar  University  in 
Beaumont,  Tex.,  recently  evaluated 
the  program  in  Paris.  Her  results 
showed  that  kids  who  were  enrolled 
only  in  the  Bridges  program  tested 
between  5  and  19  points  (out  of  80- 
90  points  based  on  grade  level) 
higher  on  standard  tests  than  compa- 


Elementary  school  kids  performing  exercises  in  their  Bridges 
"We  aren't  real  sure  what  all  goes  on,  but  it  works." 


rable  groups  of  students  who  were 
enrolled  in  multiple  remedial  pro- 
grams, including  Bridges.  "We  aren't 
real  sure  what  all  goes  on,"  says 
Sharon  Yerby,  an  elementary  teacher 
for  11  years  in  Paris.  "But  it  works. 
The  kids  are  improving  in  class." 

Travis  Junior  High  teacher  Kay 
Holleman  is  moved  to  tears  talking 
about  it.  Holleman  taught  English, 
science,  speech  and  physical  educa- 
tion for  28  years  before  becoming  a 
Bridges  specialist.  "[Bridges]  not  only 
opens  up  physical  and  academic 
problems,  but  it  also  lays  open  the 
heart  of  why  these  kids  are  strug- 
gling," she  says.  "Before,  it  was  very 
difficult  to  [see]  an  area  of  weakness 
in  a  child.  Now  I  can  see  it." 

That  the  program  inspires  teachers 
is  one  reason  Rrock  is  confident 
Bridges  will  succeed  in  the  education 
marketplace.  He  has  priced  the  prod- 


uct to  move.  The  fee  for 
the  assessment  tests,  the 
computer  software  to  ana- 
lyze test  results,  workshop 
materials  and  supplies  for 
the  lab  is  $7,500,  plus  $54 
per  student  per  year. 
Schools  that  buy  tend  to 
find  the  money  in  what- 
ever budget  they  have 
already  set  aside  for  special 
education — the  costly  pro- 
grams, that  is,  for  helping 
students  with  learning  dis- 
abilities. The  Paris  School 
District  will  spend 
$360,000  on  Bridges  pro- 
grams for  its  six  schools 
next  school  year. 

There     are     plenty     of 
doubters,  however.  Howard 
Gardner,  of  Harvard's  Grad- 
uate School  of  Education, 
agrees  that  there  are  multiple 
intelligences  (spatial,  linguis- 
tic, body  kinesthetic,  logical 
mathematical,  musical,  inter- 
and  intrapersonal  and  natu- 
ralist). Gardner  believes  that 
individuals  differ  in  their  par- 
ticular intelligence  profiles. 
But  he  is  not  persuaded  that 
mental  exercises  using  mazes 
and  hand-eye  coordination 
and  the  like  can  make  a  dif- 
ference in  learning.  "The 
skills  [taught  by  Bridges]  are 
a  grab  bag  of  abilities  that  are  relevant 
for   book-   and  workbook-oriented 
school  activities.  In  fact,  most  of  the 
exercises  would  be  found  in  any  book- 
let that  attempted  to  train  test-taking 
skills  in  students,"  says  Gardner. 

Brock's  company  has  yet  to  make 
money  but  has  logged  $1.2  million  in 
revenue  this  year  from  Bridges  pro- 
grams in  16  states.  It  has  also  expand- 
ed its  program  to  include  sessions  for 
prisons  and  welfare-to-work  programs. 
It  could  be  just  a  placebo  effect,  but 
diere  is  a  certain  contagion  for  learn- 
ing that  Bridges  inspires.  Dorsha 
McCurley,  Amber's  37-year-old 
modier,  is  a  high  school  dropout  who 
once  worked  as  a  convenience  store 
clerk.  She  is  so  excited  by  her  daugh- 
ter's progress  that  she  wants  to  go 
through  Bridges  herself.  "I  want  to  go 
back  to  school,"  she  says.  "Isn't  it 
wonderful?"  coos  Brock.  ■■ 
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At  Dassault,  our  fighter  aircraft  heritage  has  taught  us  well- 
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►  up  &  COMERS 

What  Wal-Mart  did  in  department  stores,  Lithia  Motors 
is  doing  in  car  dealerships:  bringing  slick  big-city 
efficiencies  to  small-town  retailing. 

Road  warrior 


By  Hildy  Medina 

Consolidation  of  auto  dealerships 
didn't  start  with  Wayne  Huizenga 
and  his  Republic  Industries.  Long 
before  there  was  an  AutoNation  USA, 
megadealers  like  Roger  Penske  and 
J.R.  Hendrick  III  learned  how  to 
pack  a  regional  wallop  with  the  right 
sites  and  the  right  cars.  That's  why 
several  of  them  appear  on  the  FORBES 
500  biggest  private  companies  list 
(see  p.  203). 

In  out-of-the-way  Medford,  Ore. 
Lithia  Motors,  Inc.  has  played  a 
small-scale  version  of  that  game, 
rolling  up  dealers  from  Spokane, 
Wash,  to  Bakersfield,  Calif.  Not  just 
any  dealers,  but  only  those  in 
second-tier  markets  where  the  com- 
petition is  slack.  The  opportunities 
are  certainly  there:  Of  the  some 
22,000  dealerships  nationwide,  only 
about  6%  are  controlled  by  the  100 
largest  groups.  Among  the  publicly 
traded  dealerships,  Lithia  (named 
after  local  water  springs  containing 
lithium)  is  the  5th  largest,  with 
$706  million  in  revenues  expected 
this  year. 


By  clustering  dealers,  Lithia  saves 
on  advertising  and  other  overhead.  It 
also  gains,  in  the  fashion  of  a  Wal- 
Mart  or  McDonald's,  by  replicating 
a  simple  winning  formula  over  and 
over.  Lithia's  approach:  Sell  1.5  used 
cars  for  every  new  one,  because  used 
car  margins  are  higher  and  therefore 
more  profitable.  Confine  new  vehi- 
cles to  40%  of  total  revenues,  against 
nearly  60%  at  an  average  dealer.  Push 
the  share  from  financing,  insurance, 
service  and  parts  (also  more  prof- 
itable than  new  cars)  to  15%,  com- 
pared with  12%  in  the  industry. 

Lithia  has  standardized  some  sell- 
ing propositions:  a  10-minute  credit 
check,  a  90-minute  purchase  turn- 
around time  and  a  10-day  used  car 
exchange.  Result:  Comparable  store 
sales  were  up  16%  in  the  third  quar- 
ter over  the  year  before  on  revenues 
of  $515  million.  Lithia  will  earn  $17 
million  in  1998  from  its  28  dealer- 
ships, if  it  keeps  up  its  record  of 
meeting  or  beating  Wall  Street  esti- 
mates for  eight  consecutive  quarters. 

Chief  Executive  Sidnev  DeBoer 


►  follow  the  money/  VENTURE  CAPITAL 


Cash  poor 


Going  public  is  the  quickest  route  to  capital 
for  many  entrepreneurs.  But  when  that 
market  is  all  but  closed,  what  does  a  grow- 
ing company  do?  It's  an  especially  tight 
squeeze  for  companies  funded  by  venture 
capitalists  or  other  investors  two  to  three 
years  ago,  reports  Kevin  Fong,  general 
partner  of  Mayfield  Fund,  a  venture  capital 
firm  in  Menlo  Park,  Calif.  Given  the  high 
levels  of  venture  funding  during  that  period, 
there  are  more  of  these  startups  than  ever 
before. 

So  it's  back  to  the  private  markets  for  a 
handout.  But  there  lies  a  double  risk  for 
many  entrepreneurs.  They  will  have  to  give 


up  a  lot  more  equity  (or,  in  the  case  of 
bank  loans,  equity  kickers),  since  valua- 
tions for  private  companies  have  been 
falling  right  along  with  the  stocks  of  their 
public  counterparts.  And  with  lower  valua- 
tions, venture  capitalists  already  invested 
in  a  company  will  resist  investing  more 
themselves  or  letting  a  company  go  to 
others:  They'll  do  anything  to  avoid  a  so- 
called  down  round  of  financing  because  it 
lowers  the  value  of  their  investors'  shares 
and  thus  forces  them  to  report  negative 
returns. 

Even  highfliers  like  Healtheon,  which 
hooks  alth  care  companies  and 

patients  o<    ie  Internet,  are  not  having  an 
easy  time  of ,    After  si  elving  its  public 


offering  in  October,  the  Santa  Clara,  Calif, 
company  went  hat  in  hand  to  its  initial 
investors,  Kleiner,  Perkins,  Caufield  & 
Byers  and  New  Enterprise  Associates,  and 
Netscape  cofounder  James  Clark.  They 
kicked  in  $40  million  at  $6  a  share — the 
very  low  end  of  the  price  range  that  the 
investment  bankers  had  considered  for  the 
public  sale.  Valley  insiders  report  that  ven- 
ture capitalists  were  none  too  happy  about 
the  investment. 

Some  venture  capitalists  suggest  an 
old-fashioned  solution.  "I've  been  encour- 
aging several  of  my  portfolio  companies  to 
get  bank  lending  and  stock  up  on  cash 
while  they  can,"  says  Foundation  Capital 
general  partner  Kathryn  Gould. 
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'  Not  always  easy  for  many  startups — 
especially  Internet  outfits.  Collateral-con- 
scious banks  have  trouble  rationalizing 
loans  to  companies  with  virtually  no  hard 
assets.  Those  startups  that  can  borrow 
face  interest  rates  ranging  from  9%  to  16%. 
A  young  firm  borrowing  from  leasing  compa- 
nies such  as  Comdisco  can  face  even 
higher  rates. 

A  cash  crunch  will  mean  some  tough 
choices  for  entrepreneurs.  "We're  definitely 
looking  at  every  expenditure  at  our  portfolio 
companies  to  preserve  cash,"  says  May- 
field's  Fong.  Cutbacks  sometimes  bring  dis- 
cipline to  unfocused  marketing  efforts  and 
costly  expansions.  But  they  will  inevitably 
hurt  companies  that  need  to  invest  large 


insists  he  can  turn  average  perform- 
ers into  trophy  dealers  within  three 
years,  sometimes  less.  Take  the 
Dodge  dealership  in  Eugene,  Ore., 
which  Lithia  took  over  at  the  time  of 
its  December  1996  initial  public 
offering.  In  just  over  a  year  the  com- 
pany says  it  boosted  the  store's 
pretax  margin  to  6.3%  from  1.5%,  all 
while  boosting  revenue  by  25%.  Part 
of  the  formula  was  to  raise  outlays 
for  TV  and  print  advertising;  another, 
to  give  the  sales  staff  more  financing 
options. 

Lithia  is  content  to  allow  haggling 
on  its  lots — unlike  its  larger  counter- 
parts, Republic's  AutoNation  and 
Circuit  City's  CarMax,  which  feature 
fixed  pricing.  And  it's  quite  willing 
to  haggle  at  length  when  buying  a 
dealership. 

Because  it's  off  the  beaten  path, 
Lithia  seldom  gets  into  bidding  wars. 
In  such  spots,  it's  also  more  likely 
you'll  be  the  only  Jeep  or  Nissan 
dealer  in  town.  Forty-one  of  Lithia's 
franchises — typically  located  any- 
where from  80  to  150  miles  from  the 
nearest  metro  area — are  exclusive  to 
the  city. 

On-line  car  shopping  is  up  to  5% 
of  the  $508  billion  U.S.  new-car 
market  and  growing.  DeBoer  pro- 
fesses not  to  be  threatened.  Indeed, 
he  says  Microsoft's  CarPoint  helps 
him  by  steering  business  to  his  own 
Web  site.  By  typing  in  a  zip  code,  a 
prospective  buyer  in  a  small  town  can 
easilv  find  a  Lithia  dealership  within 
400  miles. 

Lithia  was  founded  and 
run    for    22    years    by       v  . 


sums  in  infrastructure — 
Internet  service 
providers,  which  lay  wires 
and  set  up  servers  and 
connecting  switches, 
and  telecommunica- 
tions companies, 
among  them.  Without  the 
infrastructure,  they  can't  gen 
erate  revenues;  without  money,  they 
can't  build  infrastructure. 

Santa  Clara-based  Covad  Communica- 
tions, which  hooks  up  businesses  to 
telecommuters  and  provides  other  Internet 
services,  faces  that  predicament  after 
delaying  a  $144  million  stock  offering. 
Forbes  estimates  that  its  planned  expendi- 
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Walter  DeBoer,  a  former  logger. 
When  he  was  killed  by  a  motorist  in 
1968,  at  a  time  when  the  chain  had 
only  one  store,  son  Sidney,  now  54, 
dropped  out  of  Stanford  University 
to  run  the  business.  The  younger 
DeBoer  wants  to  conquer  a  lot  more 
territory  but  not  to  move  Lithia  away 
from  its  small-town  flavor.  If  he 
keeps  headquarters  where  it  is,  he 
won't  have  to  give  up  his  waterskiing 
in  the  nearby  Lake  of  the  Woods. 

The  company  recently  got  a  $350 
million  credit  line  from  Ford  Credit, 
avoiding  what  several  dealerships 
have  done  lately  to  raise  money:  sell- 

DeBoer  insists  he  can  turn 
average  performers  into 
trophy  car  dealerships  in 
three  years— or  less. 


ing  their  precious  real  estate  to  REITs. 
From  that  amount,  $75  million  is 
earmarked  for  acquisitions,  almost 
double  what  Lithia  has  spent  in  the 
past  two  years.  Another  $43.5  mil- 
lion came  in  last  May  in  a  second 
stock  offering. 

"We  have  enough  capital  to  grow 
at  a  30%  growth  rate  for  the  next  few 
years,"  says  DeBoer. 

Unless,  of  course,  a  bigfoot  like 
Republic  Industries  comes  shopping 
for  Lithia.  The  $15  stock  is  cheap  at 
a  price/earnings  multiple  of  1 1  — 
after  falling  off  sharply  in  August, 
along  with  thousands  of  other 
small-cap  stocks.  ■■ 

tures  are  at  least  $100  mil- 
ion  this  year  and  next,  but  it 
has  only  $122  million  in  cash 
1  on  hand — and  that  from  debt 

o 

j=  with  rising  interest  pay- 
ments, starting  with  $16 
million  this  year. 

A  cash  crisis  helps  firms 
that  specialize  in  late-stage 
financing,  such  as  Attractor  Investment 
Management.  "It's  a  very  good  time  for 
us,"  agrees  Gigi  Brisson,  a  general  partner 
of  Attractor  in  Burlingame,  Calif.  "We're 
looking  at  some  deals  that  we  passed  on 
the  first  time  because  we  thought  they 
were  too  expensive."  Not  a  happy  time  for 
the  entrepreneurs.         -Rita  Koselka     DB 
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Dentist  Steven  Fox  made  a  great  new  toothpaste. 
But  in  the  toothpaste  business  a  great  product  is  only 
half  the  battle. 

Reality  checkup 

By  Leigh  Gallagher 


Steven  R.  Fox  hates 
it  when  people  tell  him 
doctors  can't  make  it  as 
entrepreneurs.  "Do  they 
think  running  a  successful 
practice  isn't  a  business?" 
he  snaps. 

It  is — sort  of.  But,  as 
Fox  is  learning,  it's  noth- 
ing like  trying  to  introduce 
a  new  toothpaste  in  a  $1 .6 
billion-a-year  market  dom- 
inated by  giants. 

Six  years  ago,  while  run- 
ning a  dental  practice  in 
Yonkers,  N.Y.,  Fox  read 
about  a  nifty  new  technol- 
ogy that  rebuilds  tooth 
enamel.  A  research  lab 
run  by  the  American 
Dental  Association  and 
the  National  Institute  of 
Standards  &  Technology 
had  developed  a  formula 
of  liquid  calcium  and  phos- 
phate that,  combined  with 
fluoride,  remineralized 
worn  teeth.  Spotting 
opportunity,  Fox  applied  ■■■§ 
for  a  license:  For  $7,000 
and  a  promise  of  royalties,  he  walked 
away  with  the  technology  rights 
to  toothpaste,  candy  and  chewing 
gum.  SmithKline  Beecham  saw  poten- 
tial, too,  licensing  U.S.  rights  for 
mouthwash. 

Most  investors  and  some  pharma- 
ceutical companies  sent  Fox  packing. 
Persisting,  he  managed  to  raise  $6 
million,  a  third  of  diat  through  invest- 
ment bank  Allen  &  Co.  Fox  used  the 
money  wisely,  on  R&n  and  laborato- 
ry studies,  while  still  seeing  50 
patients  a  week.  In  1996,  with  con- 
vincing study  results  and  prototype 
packaging  in  hand,  he  went  back  to 
Wall  Street.  Eventually,  Fox  and  his 
Enamelon  Inc.  hit  it  big,  raising  $65 
million  through  one  private  and  two 
public  stock  offerings — all  without  a 


It'll  take  more 
"I  just  have 


than  love:  dentist-turned-entrepreneur  Steven 
to  break  through." 


single  product  on  the  market. 

Today  Fox  has  the  product — but 
hardly  anyone  is  buying  it.  What  with 
their  endless  variations  of  sizes  and  fla- 
vors, Colgate-Palmolive  Co.  (Col- 
gate), Procter  &  Gamble  Co.  (which 
makes  Crest)  and  Unilever  (Men- 
tadent)  among  them  control  62%  of 
the  sales  in  big  grocery  stores,  mass 
merchants  and  drug  chains.  Fox  has 
managed  to  get  Enamelon  onto 
shelves  at  chains  like  Wal-Mart,  CVS 
and  Walgreens.  But  promotion  is 
expensive,  and  Fox  has  had  bad  luck. 

In  January,  just  as  Enamelon  was 
preparing  its  national  launch,  Colgate 
kicked  off  a  $150  million  marketing 
campaign  for  Colgate  Total,  the  first 
with  antigingivitis  claims.  The  monster 
promo — the  largest  ever  for  a  new- 


toothpaste — knocked  Crest  out  of  first 
place  for  the  first  time  since  1962.  To 
avoid  being  shouted  out,  Fox  had  to 
defer  his  national  launch — a  $25  mil- 
lion advertising  and  coupon  cam- 
paign— by  three  months. 

Too  late.  Sales  for  the  company's 
•  second  quarter,  projected  to  be 
$6  million,  came  in  at  just  $2  million. 
Part  of  the  reason  was  that 
Enamelon's  first  TV  ad 
flopped:  It  was  too  vague, 
and  didn't  convey  the 
benefits  of  the  product. 
A  new  series  of  ads  broke 
this  fall,  to  a  better  recep- 
tion. Third-quarter  sales 
improved  to  $5  million. 
But  Enamelon  has  yet 
to  produce  any  profits.  It 
has  lost  $24  million  so  far 
this  year. 

New  brands  need  a  sales 
gimmick.  Mentadent  has 
a  space-age  pump;  Arm  & 
Hammer  was  the  first  to 
use  baking  soda  in  tooth- 
paste; Tom's  of  Maine, 
Inc.  owns  the  "all-natural" 
segment;  even  tiny  Rem- 
brandt has  a  shtick,  with  a 
whitening  toothpaste  that 
goes  for  an  incredible  $7 
per  6-ounce  tube.  Enam- 
elon touts  remineraliza- 
tion — a  tough  concept  to 
get  across  to  the  average 
consumer,  whatever  its 
benefits.  One  more  prob- 
lem: At  $3.79  for  6 
ounces,  Enamelon  is  right  in  the 
middle  of  the  family  toothpaste  cate- 
gory— virtually  owned  by  Crest  and 
Colgate. 

Fox,  45,  gave  up  his  practice  in 
1997  and  is  determined  to  make  this 
work.  Enamelon's  stock,  which  trades 
on  Nasdaq,  hit  $25  in  early  1997,  and 
now  languishes  near  $7.  "I  just  have  to 
break  through,"  sighs  Fox.  "Reminer- 
alization  will  be  to  the  Nineties  what 
fluoride  was  to  the  Sixties." 

Maybe.  In  a  burst  of  optimism, 
Enamelon  relocated  in  September  to 
a  20,000-square-foot  headquarters  in 
Cranbury,  N.J.,  and  got  an  option  to 
lease  an  additional  10,000  square  feet. 
"This  is  the  future,"  says  Fox — throw- 
ing open  a  door  to  the  cavernous, 
undeveloped  space.  ■■ 
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loans 


Borrowing  money  doesn't  have  to  be 
traumatic.  Let  us  find  solutions  for 
your  small  or  mid-sized  company  that 
are  not  only  smart,  but  hassle-free. 
888.774.6511  www.hellerfin.com 


Heller  Financial 

Straight  talk.  Smart  deals: 


SOMEONE'S  GIVING  YOU  MONEY 

THIS  SHOULD  BE  A  HAPPY  TIME. 


I  3  f]  }  f  b  P  f  3  JJ  H  II  f  5 

Two  restaurant  hotshots  thought  they  had  it  made  when  PepsiCo  bought  a  big 
piece  of  their  business.  Boy,  were  they  wrong. 

Smothered  by  money 


Bv  Anne  Linsmaver 


Like  a  betrayed  spouse,  Lawrence 
Flax  was  the  last  person  to  find  out. 
It  was  a  local  reporter  who,  two  years 
ago,  broke  the  news  to  the 
cofounder  of  California  Pizza 
Kitchen  (CPK)  that  PepsiCo  was  sell- 
ing off  its  majority  interest  in  the 
firm.  The  reporter  asked  for  a 
response  from  Flax  and  his  partner, 
Richard  Rosenfield.  It  was  unprint- 


able. "What  do  you  think  we  did?" 
recalls  Flax.  "We' freaked  out!" 

So  much  for  trust.  In  1992  Pepsi- 
Co had  paid  SI 00  million  for  67%  of 
the  trendy  pizza  chain.  After  spend- 
ing an  additional  $100  million  to 
expand  the  business,  PepsiCo  real- 
ized that  rolling  out  a  gourmet  pizza 
chain  wa:  different  affair  from  run- 
ning Pizza  Hut. 


There  was  some 
delusional  thinking  on 
the  part  of  cofounders 
Flax,  56,  and  Rosen- 
field,  53,  who  got  in 
over  their  heads.  For 
years  they  could  do  no 
wrong.  These  two 
former  lawyers  opened 
their  first  restaurant  in 
Beverly  Hills  with 
$500,000  of  capital 
back  in  1985,  serving 
designer  pizzas  in  the 
spirit  of  Wolfgang  Puck, 
but  at  half  the  price. 
Sticking  to  swank  areas 
like  Brentwood  and 
Newport  Beach,  Calif., 
they  served  exotic  little 
pies — Hoisin  duck  por- 
tobello,  rosemary 

chicken  potato,  and 
bbq  chicken  pizza 
among  them — pre- 
pared in  five  minutes  in 
wood-burning  ovens. 
After  raising  $6.5  mil- 
lion privately,  Flax  and 
Rosenfield  opened  25 
restaurants  by  1992, 
posting  sales  of  $60 
million. 

That's  when  Pepsi- 
Co decided  it  wanted 
in.  The  lawyers  had  just 
decided  to  go  public, 
hoping  to  raise  $35 
million.  The  beverage 
giant  counteroffered. 
"We  told  them  they 
would  be  happier  with  a  big  private 
partner,  rather  than  fighting  the 
public  markets,"  remembers  Kenneth 
Stevens,  who  was  then  PepsiCo's 
head  of  strategic  planning  and  is  now 
running  Banc  One's  retail  group. 
PepsiCo,  for  its  part,  saw  a  quick  way 
to  compete  in  a  new  category — eater- 
ies with  ambience — against  successful 
outfits     like     Cheesecake     Factorv 
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It  would  probably  tell  you  to  spend  less. 
Invest  more.  And  listen  to  the  facts.  In 
its  September  30  analysis,  Morningstar 
awarded  four  or  five  stars  to  these 
funds.  Other  Scudder  funds  were  also 
highly  rated.  Our  funds  may  provide  an 


excellent  opportunity  to  diversify  your 
portfolio  through  domestic  and  interna- 
tional equities  and  various  bond  funds. 
Past  performance  is  no  guarantee  of 
future  results.  So  call  us  or  your  financial 
adviser  for  details  and  a  prospectus. 


Average  Annual  Returns  as  of  9/30/98 

Morningstar  Overall 
Rating  (as  of  9/30/98) 

Year-to-Date         j  YEAR         5  YEAR        10  YEAR 
(As  of  9/30/98) 

Scudder  Greater  Europe  Growth 

*•*•• 

(OUT  OF  819  INTERNATIONAL 
EQUITY  FUNDS) 

13-95% 

16.86%       21.86%         N/A 

SINCE  INCEPTION 
10/10/94 

* 
Scudder  Large  Company  Growth 

•  •*• 

(OUT  OF  2,678  DOMESTIC 
EQUITY  FUNDS) 

5-33% 

8.02%       16.93%      15.71% 

SINCE  INCEPTION 
5/15/91 

1-800-SCUDDER 

http://funds.scudder.com     AOL  Keyword:  Scudder 

Performance  is  historical  and  includes  reinvestment  of  dividends  and  capital  gains.  Investment  returns  and  principal  value  fluctuate,  so 
that  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Investors  should  be  comfortable  with  share  price  fluctuations  and  Greater 
Europe  Growth  Fund  investors  should  be  comfortable  with  the  risks  of  international  investing  such  as  currency  fluctuations,  political 
instability,  and  foreign  regulations.  *lf  adviser  had  not  maintained  fund  expenses,  total  returns  since  inception  would  have  been  lower. 
Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  9/30/98.   Ratings  are  subject  to  change  every 
month  and  are  calculated  from  the  funds'  three-,  five-,  and  10-year  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropri- 
ate fee  adjustments,  and  a  risk  factor  that  reflects  fund  performance  below  T-bill  returns.   For  each  investment  category,  the  top 
10%  of  the  funds  receive  five  stars  and  the  next  22.5%  receive  four  stars.  Scudder  Greater  Europe  Growth  Fund  received  five  stars 
for  the  three-year  period  out  of  819  international  equity  funds.  Scudder  Large  Company  Growth 
Fund  received  four  stars  for  the  three-  and  five-year  periods  out  of  2,678  and  1,584  domestic  equity 
funds,  respectively.  Please  note:  there  are  other  Scudder  funds  available  that  may  not  be  rated  by 
Morningstar.  Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  free  prospectus, 
which  contains  more  complete  information,  including  management  fees  and  other 
expenses.  Read  it  carefully  before  you  invest  or  send  money. 
©  Scudder  Investor  Services,  Inc.,  1 998. 

Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  recordkeeping  and  shareholder  services         1    Of)f\  C  ^O  T  OAT) 

for  shares  purchased  through  its  Mutual  Fund  OneSource®  service.  10983666 
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(Forbes,  ytyr.  2i,  i997)  and  Outback 
Steakhouse. 

The  founders,  pocketing  close  to 
$40  million  in  the  deal,  didn't  think 
they'd  have  any  trouble  executing 
PepsiCo's  mandate:  to  open  as  many 
restaurants  as  possible.  Problem  was, 
no  one  had  a  real  plan.  "We'd  never 
opened  more  than  seven  locations  in 
one  year,"  says  Rosenfield. 

PepsiCo  parachuted  a  few  bean 
counters  into  cpk's  loose  organiza- 
tion to  keep  an  eye  on  things.  But  the 
founders  had  free  run  of  the  place 
and  hit  the  road  to  find  new  sites. 

With  little  regard  for  cost  or  loca- 
tion, Flax  and  Rosenfield  opened 
store  after  store.  Example:  the 
restaurant  in  Boca  Raton,  Fla.  was 
built  at  nearly  three  times  the  size 
(11,000  square  feet)  and  six  times 
the  cost  (S3  million)  of  their  earli- 
est outlets.  So  frantic  were  they  to 
open  new  sites,  even  secretaries 
were  sent  out  to  track  down 
prospective  locations. 


During  the  first  18  months  nearly 
40  new  restaurants  went  up.  While 
revenues  doubled,  to  $120  million 
by  1994,  occupancy  costs  were 
eating  the  company  alive.  A  big 
outlet  in  Atlanta,  off  the  beaten 
path,  brought  in  $1  million  in  sales 
instead  of  the  expected  $3  million. 

The  bean  counters  responded  by 
cutting  the  corners  off  the  beans. 
Grilled  fresh  vegetables  were 
replaced  with  frozen,  fresh  moz- 
zarella  with  frozen  cheese.  Cus- 
tomers noticed.  Same-store  sales 
growth  crashed  from  5%  to  below 
1%  in  1994— meaning  that  the  pizza 
parlors  were  not  even  keeping  up 
with  inflation. 

To  perk  things  up,  in  1994  Pepsi- 
Co installed  a  former  Pizza  Hut 
regional  manager  as  executive  vice 
president  of  CPK.  Gregory  Trojan 
managed  to  install  a  computer 
system  to  track  food  and  labor  costs. 
The  founders  also  negotiated  a  deal 
with  Host  Marriott  to  open  the  first 


CPK  ASAP,  a  scaled-down  version  of 
the  outlet  for  airports.  But  by  the  fall 
of  1996,  PepsiCo  had  had  enough. 

Lucky  for  Flax  and  Rosenfield 
that  they  had  cooked  up  an  exit 
strategy.  Under  their  deal  with  Pep- 
siCo, PepsiCo  couldn't  sell  its  67% 
.stake  before  2001  without  their 
approval.  The  veto  gave  them  some 
leverage  when  PepsiCo  sold  out  for 
an  undisclosed  sum  to  the  New 
York-based  investment  firm  Bruck- 
mann,  Rosser,  Sherrill  &  Co.  in 
October  1997:  The  two  founders 
took  out  another  $4  million  while 
retaining  a  24%  stake.  They  also 
inherited  a  seasoned  chief  executive 
in  Frederick  Hipp,  who  had  run 
Houlihans  for  the  last  9  of  his  18 
years  there. 

Hipp  brought  some  sanity  to  the 
operation.  He  shut  down  the  worst 
locations  and  retooled  the  growth 
model.  "There  will  be  no  more  just 
opening  a  restaurant  in  any  new  city, 
at  any  location,"  says  Hipp.  "I'll  wait 
up  to  two  years  for  the  right  site." 
The  guy  even  has  a  strategy.  With 
nearly  half  of  the  cpks  in  California, 
Hipp  wants  to  fill  in  existing  markets 
there  by  taking  sites  in  malls  with 
strong  anchors  like  Nordstrom  and 
Bloomingdale's. 

Hipp  is  also  reviving  cpk's  once 
notable  quality.  "Rick  and  Larry 
were  smart  enough  to  switch  back 
to  fresh  ingredients,"  he  says.  "And 
this  year  we  increased  the  size  of 
our  pizzas  with  no  price  increase  for 
the  customer."  Payoff:  Same-store 
sales  were  up  8%  in  the  third  quar- 
ter. Hipp  expects  that  operating 
income  (earnings  before  interest, 
taxes,  depreciation)  will  be  $16  mil- 
lion on  revenues  of  $185  million 
for  1998.  This  year  the  chain  may 
turn  its  first  profit  since  1991. 

Flax  and  Rosenfield  are  chastened 
by  the  PepsiCo  experience.  "Having 
all  the  money  in  the  world  doesn't 
promise  successful  growth,"  says 
Rosenfield.  "You  have  to  have  disci- 
pline." As  he  speaks,  a  jumbo  jet  flies 
by,  shaking  the  windows.  The  com- 
pany recently  moved  headquarters 
from  the  tony  west  side  of  Los 
Angeles  to  a  site  only  blocks  from 
the  Los  Angeles  airport.  "Hey," 
shrugs  Rosenfield,  "the  rent  is 
cheaper  here."  ■ 
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NATHAN  MYHRVOLD, 

Chief  technology  Officer,  Microsoft  Corporation, 

Chose  The  Gulfstream  v 

as  the  ttechnicahy 

.Superior  Airplane. 
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Why  This  Brilliant  Technical  Futurist  Bought  The  100th  Gulfstream  V 


Nathan  Myhrvold  is  Bill  Gates'  chid  scientist  and  widely 
kgarded  as  perhaps  the  most  influential  technical  mind  ol 
our  time. 

He  is  a  postdoctoral  fellow  in  applied  mathematics  and 
theoretical  physics  at  Cambridge  University.  He  has  a  Ph.D. 
in  theoretical  mathematics  and  physics,  as  well  as  an  M.S. 
in  mathematical  economics  from  Princeton  University.  He 
has  both  an  M.S.  in  geophysics  and  space  physics  and  a  B.S. 
in  mathematics  from  the  University  of  California. 

So,  when  Or.  Myhrvold  decided  to  purchase  a  large  cahin, 

ultra-long  range  airplane  tor  his  use,  as  you  would  expect,  he  did 

his  homework  very  carefully.  In  discussing  this  experience  he  said, 


A 


"In  my  job,  1  have  to  evaluate  technical  claims  and  I  did  that 
here.  I  talked  to  the  engineers,  evaluated  the  data,  examined  the 
competition  carefully  and  concluded  that  the  Gulfstream  V"  is 
technologically  superior  to  all  of  its  competitors." 

His  choice  of  the  Gulfstream  V  is  another  resounding 
endorsement  of  our  usefully  applied  technology  and  further  proof 
that  this  is  the  aiq^lane  of  choice  for  knowledgeable  individuals, 
companies  and  governments  the  world  over  who  want  the 
unbeatable  combination  of  reliability  and  the  latest  technology. 

To  learn  more  about  the  Gulfstream  V  and  our  family  of  transportation 
products  and  services,  call  Bill  Boisture  at  (912)  965-5555  or  visit  us  on  the 
web  at  www.gulfstreamaircraft.com.  After  all,  nothing  flies  like  a  Gulfstream. 
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Can  clever  software  make  it  easy  for  a  small  business 
to  shop  for  a  health  insurance  plan  via  modem? 
ChannelPoint  says  it  can. 

Health  insurance.com 

By  Doug  Donovan 


The  coming  Internet  economy,  so 
it  would  seem,  will  be  characterized 
by  low  barriers  to  entry  and  runaway 
price  discounting.  But  there  will  be 
exceptions  to  this  rule  when  the  soft- 
ware is  ingenious  and  the  product  for 
sale  is  complex.  By  selling  health 
insurance  plans  to  small  businesses,  a 
recent  startup  called  ChannelPoint 
hopes  to  be  exceptional. 

To  get  an  idea  of  how  important 
software  is  to  Web  battles,  consider 
where  ChannelPoint  is  headquartered 
and  why.  Brothers  Kenneth  and 
James  Hollen,  aged  40  and  39, 
opened  the  firm  nearly  two  years  ago 
to  create  a  system  for  selling  small 
group  health  insurance  policies  on  the 
Web.  From  their  base  in  Palo  Alto, 
Calif,  the  Hollens  went  shopping  for 
software  talent  and  found  it  in 
Colorado  Springs,  Colo. — 40  soft- 
ware engineers  who  stayed  behind 
when  Sun  Microsystems  closed  its 
office  there  in  late  1996.  None  of 
them  wanted  to  leave  the  alpine  town. 
Some  of  the  largest  technology  outfits 
came  courting  them — Microsoft, 
Oracle,  Silicon  Graphics,  Netscape. 
The  Hollens  prevailed — on  the  engi- 
neers' condition  that  ChannelPoint 
move  to  where  they  were. 

"Java  was  critical  to  the  applications 
we  want  to  build,"  says  Ken  Hollen, 
president  of  ChannelPoint.  "And  they 
were  the  highest  concentration  of 
Java  programming  talent  in  the  coun- 
try, outside  of  Silicon  Valley." 

The  Hollens  already  knew  some- 
thing about  health  insurance  and  the 
Internet.  In  early  1996  tiiey  formed 
Icon  Health,  which  relied  on  die 
Internet  to  monitor  memberships  of 
managed-care  outfits.  That's  how 
they  linked  up  with  Netscape 
cofounder  James  Clark,  who  bought 
their  company  for  an  undisclosed  sum 
in  December  1996  and  folded  it  into 
Healtheon — one  of  the  most -hyped 
Internet  startups  (FORBES,   June   I), 


High  hopes  for  the  Web:  the  Hollens. 


which  aims  to  liberate  health  care 
firms  from  paper-choked  systems. 

But  the  Hollens  spotted  a  niche 
Clark  didn't  seem  interested  in:  using 
the  Web  to  sell  small  group  health 
insurance  plans.  ChannelPoint  wants 
to  solve  the  legion  of  inefficiencies 
and  overhead  in  establishing  health 
plans  at  companies  with  50  or  fewer 
employees.  Today  die  process  of  writ- 
ing quotes  and  proposals,  reviewing 
applications  and  typing  in  enrollment 
forms  takes  nearly  a  month  and  costs 
the  insurance  industry  a  staggering 
$54  billion  a  year — that's  8  cents  of 
every  premium  dollar. 

Here's  how  ChannelPoint's  system 
will  work.  A  "carrier" — either  an 
insurer  like  Aetna,  or  an  hmo  like 
United  HealthCare — buys  die  soft- 
ware .\\m\  gives  it  to  its  brokers.  If  the 
broker  is  not  on-line,  he  can  tax  appli- 
cations to  ChannelPoint's  people, 
who  will  then  scan  the  information 
into  the  system.  Or  the  broker  can 
mail  the  data  to  ChannelPoint.  Either 
way,  the  information  is  digitized. 


Then  the  computerized  under- 
writing model  assesses  risk.  It  sends 
quotes,  proposals  and  premiums  back 
to  brokers  through  fax  or  E-mail, 
who  then  present  the  package  to  the 
corporate  client.  What  once  took 
weeks  should  now  take  only  a  matter 
•  of  hours.  Eventually,  individuals  and 
employers  may  be  able  to  shop  for 
insurance  as  easily  as  they  make  travel 
reservations  over  the  Internet. 

With  United  HealthCare  (1997 
revenue:  $12  billion)  as  its  first  cus- 
tomer, ChannelPoint  was  able  to  raise 
$35  million  from  the  likes  of  Capital 
Z  Partners,  Intel,  Pacific  Venture 
Group,  Andersen  Consulting  and 
Mohr,  Davidow  Ventures.  In  addi- 
tion, kpmg,  First  Consulting  Group 
and  Andersen  all  signed  on  as  part- 
ners to  help  health  insurance  carriers 
implement  the  product. 

The  first  product  will  roll  out  in 
December,  providing  price  quotes  on 
United  HealthCare  coverage.  The 
Hollens  hope  to  sign  20  to  30  new 
carriers  by  the  end  of  1999  and  gener- 
ate revenues  of  $20  million. 

Competition  looms.  Former 
Healtheon  marketing  exec  Vip  Patel 
has  launched  Sash  Communications 
in  Sunnyvale,  Calif;  its  Web  site 
(eHealthInsurance.com)  lets  individ- 
uals and  families  in  California  apply 
for  insurance  to  carriers  like  Blue 
Cross/Blue  Shield.  There's  no  reason 
Sash  can't  move  into  the  small- 
business  market.  Then  there's  San 
Jose-based  Benelytics,  which  will 
allow  brokers  to  get  quotes  on  2,500 
insurance  plans  and  send  responses 
electronically.  But  for  now,  Benelytics 
has  none  of  ChannelPoint's 
computerized  underwriting. 

Ken  Hollen  views  the  challenge 
somewhat  differently:  "Our  biggest 
competitor  today  is  inertia." 
Especially  from  carriers  and  brokers. 
Hollen's  sales  pitch  to  the  brokers  is 
that  ChannelPoint  will  give  them 
more  time  to  spend  with  customers 
and  to  prospect  for  new  ones.  But  any 
disappointments  in  the  software's  ease 
of  use  or  accuracy  would  drive  the 
brokers  back  to  their  old  habits  and 
paper- laden  offices. 

Those  programmers  in  Colorado 
have  already  produced  750,000  lines 
of  code.  It  looks  as  if  they  won't  have 
much  time  this  winter  for  skiing.    H 
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Exceptional  character. 


Since  1874,  PIAGET  watches  have  been  manu- 
factured in  our  own  workshops  in  Switzerland.  They 
are  made  exclusively  of  platinum  or  18K  white  or 
yellow  gold.  For  information  call  1-877-7P1AGET. 
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The  Protocole 
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$19,900. 


WILLIAM  BARTHMAN:  New  York,  ny,  212-732-0890 

Brooklyn,  NY,  718-375-1818  •  Out  of  State,  1-800-R-CRYSTAL 
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►  face  OFF 

We  spend  lavishly  on  our  pets, 

and  we  worry  about  health  care  costs. 

Therein  lies  a  fast-growing  business. 

Fido's  insurance 


By  Tomas  Kellner 


JACK  STEPHENS 

D.V.M.,  president 

Veterinary 
Pet  Insurance 

History:  Reinsurer 
founded  in  Anaheim, 
Calif,  in  1980  with 
backing  from  750 
vets.  Limped  along 
until  1995  with 
annual  revenues  of 
$300,000  to 
$400,000,  reflecting 
an  insufficient  mar- 
keting effort. 
Product:  Two 

insurance  plans — "gold"  ($134  maximum  annual  pre- 
mium) and  "advantage  plus"  ($239) — offering  a  $2,000 
to  $4,000  benefit  per  incident,  with  a  $7,500  to 
$12,000  maximum  per  year,  a  $40  deductible,  80%  cov- 
erage of  the  first  $180  in  expenses  and  100%  thereafter. 
Both  policies  cover  routine  treatment,  as  well  as  cancer, 
diabetes  and  feline  leukemia. 

Financing:  Raised  $8  million  last  year  through  Veteri- 
nary Centers  of  America — the  operator  of  166  veteri- 
nary clinics — and  an  insurance  company;  invested  in 
marketing  and  computer  systems  to  handle  applications. 
Marketing:  Teamed  up  with  underwriter  National 
Casualty.  Recent  joint-marketing  deal  with  Ralston 
Purina.  VPI  will  push  a  Purina  diet,  possibly  offer 
insurance  discounts  to  Purina  customers;  in  exchange 
Purina  may  place  vpi  ads  on  pet  food  labels.  Uses  direct 
mail,  800  number,  Web  site. 
Reach:  46  states. 

Sales:  Claims  to  have  112,000  policies  in  force  with 
82%  renewal  rate.  Expects  $18  million  in  premiums  this 
year,  on  which  it  collects  20%  to  40%  after  expenses 
outside  California  (where  it  is  an  underwriter),  double 
1997's  level.  Expects  to  lose  $800,000  in  1998 
but  turn  profitable  in  1999. 

Target:  Urban  pet  owners  with  more  dollars  to  spend. 
Weaknesses:  National  marketing  campaign  lapping 
up  capital;  hard  to  keep  average  annual  premium 
under  $200. 


Americans  dish  out  $6  billion  a  year  on  veterinary 
bills  for  their  112  million  cats  and  dogs.  It  is  often 
said  that  people  tend  to  underinsure  against  large 
risks  (like  disability)  and  overinsure  against  small  risks 
(like  losing  a  contact  lens).  If  that  is  so,  there  must  be 
great  potential  in  insurance  to  cover  $300  vet  bills. 

Only  0.1%  of  all  pets  are  now  covered  by  insurance. 
Rivals  in  the  race  to  raise  this  percentage  are  the  heads 
of  two  fast-growing  insurance  players:  Veterinary  Pet 
Insurance  and  PetsHealth  Insurance.  H 


MICHAEL  DUNLAP 

Chief  executive 

PetsHealth 
Insurance 

History:  Agency 
founded  by  Dunlap 
in  Waterloo,  Iowa  in 
1994  after  he  had 
shelled  out  $5,000 
in  vet  bills  on  his 
Persian  cat,  Monti; 
has  been  selling 
policies  since 
November  1997. 
Dunlap  is  a  former 
executive  at 
Citibank  and  teller-machine  maker  Diebold. 
Product:  Three  policies  cover  80%  of  vet  costs  and  pre- 
scriptions after  a  $100  annual  deductible:  "basic" 
($120  premium,  $1,500  per  incident,  $7,500  maxi- 
mum coverage),  "value"  ($230,  $3,500,  $10,000)  and 
"choice"  ($362,  $5,000,  $12,000). 
Financing:  Raised  $1  million  to  set  up  headquarters, 
and  to  invest  in  computer  hardware,  Web  site  and  800 
lines;  needs  another  $2  million  for  three  big  marketing 
rollouts.  Dunlap  pays  suppliers,  in  part,  with  stock 
options. 

Marketing:  Teamed  up  with  a  subsidiary  of  American 
International  Group,  its  sole  underwriter,  which  helps 
with  licensing  in  various  states.  Promotion  deals  with 
lams  Co.  and  with  pet  store  chain  Petland;  they  get  on 
average  5%  cut  of  premiums.  Uses  direct  mail,  800 
number  and  Web  site. 
Reach:  37  states. 

Sales:  Has  sold  policies  with  annual  premiums  totaling 
$480,000.  Its  cut:  30%  before  expenses.  Says  it  will 
move  10,000  policies,  worth  $2.6  million,  by  Jan.  31, 
on  which  volume  it  would  break  even.  Dreams  of  get- 
ting 5%  of  the  veterinary  market  by  2003,  which  would 
mean  $1.3  billion  in  annual  premium  volume. 
Target:  Young  professionals,  childless  couples,  empty- 
nesters,  senior  citizens. 

Weaknesses:  A  virtual  unknown;  needs  to  accelerate 
national  expansion;  getting  an  awfully  late  start  on  VPI. 
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What's  Even  More  Impressive, 

We've  Helped  Almost  As 

Many  Families  Own  Homes. 


ndoubtedly.  there's  something 


said  lor  wishing  upon  a  star.  Rut 
at  Fannie  Mae,  we've  made  sure  the 
homeownership  dreams  of  30  million 
\mericans  have  eome  true. 

As  we  mark  our  50th  year  as  a 
private  company,  we  are  the  largest 
source  ol  lunds  lor  home  mortgages. 
Were  committed  to  increasing  the 
'liability  and  allowability  ol  housing 
lor  families  all  across  the  country.  And 
.  iielp  luture  generations  ol  Americans 
see  their  dreams  come  true  and  own 
their  own  homes. 

For  more  information,  visit  us  at 
www.lanniemae.com.  You'll  see  that  we're 
committed  to  turning  more  dreams  than  ever 
into  realities  that  are  just  as  breathtaking. 


annieMae 

www.fanniemae.com 


What's  bringing  inner-city  retailing  back  to  life? 
A  little  attention  to  antitheft  technology  and  a  lot  to 
merchandising. 

Suburban  flight 


By  Kelly  Barron 


As  A  24-year-old  working  for  his 
dad's  drugstore  chain  in  1978, 
Martin  Grass  scouted  out  new  loca- 
tions in  rural  Kentucky  and  West 
Virginia.  The  chain  has  grown  into 
the  4,000-store  Rite  Aid  Corp.,  and 
Grass  now  runs  it.  Where  is  he  going 
for  expansion?  Into  decidedly  less 
bucolic  settings:  the  inner  cities.  Over 
the  next  two  years  the  company 
will  invest  $230  million  developing, 
relocating  and  remodeling  125  stores 


Martin  Grass:  shiny  floors,  sales,  big  profits 


in  depressed  urban  areas. 

Grass  isn't  trying  to  win  honors 
from  the  Urban  League.  "We're  not 
in  the  public  service  business," 
he  insists.  "We  wouldn't  be  operating 
in  these  locations  if  they  weren't 
profitable." 

More  profitable  now,  at  any  rate, 
than  they  were  when  the  retail  chains 
hightailed  their  way  out  in  the  1960s 
and  1970s.  What  has  changed?  For 
one,  the  suburbs  are  now  littered 


with  stores,  and  competition  there  is 
keen — for  customers  and  for  person- 
nel. Both  can  be  found  in  abundance 
in  many  urban  areas,  which  have 
enjoyed  a  population  rebound  in 
recent  years  (see  table,  p.  150),  in  part 
because  of  an  influx  of  industrious 
immigrants.  Crime,  or  at  least  fear 
of  crime,  is  still  a  factor  in  urban 
America,  but  careful  hiring  and  better 
technology  help  retailers  keep  thefts 
to  tolerable  levels. 
|  The  buying  power  in 
r  depressed  urban  areas  is 
|  greater  than  you  might 
I  think.  A  study  by  the 
Boston  Consulting  Group 
and  the  Initiative  for  a 
Competitive  Inner  City,  a 
not-for-profit  do-gooder 
group  headed  by  Harvard ' 
Business  School  Professor 
Michael  Porter,  estimates 
that  consumers  in  poorer 
urban  neighborhoods  (de- 

I  fined,  in  part,  as  areas  where 

median  household  income 
is  less  than  75%  of  the 
median  for  the  metropoli- 
tan statistical  area)  spend 
$85  billion  at  retail  annual - 
m^^^  ly.  A  shortage  of  shops 
nearby  sends  them  away  for 
25%  of  their  shopping. 

Drive  through  South 
Central  Los  Angeles  and  that 
becomes  apparent.  Only  a 
few,  scattered  mercados  sell- 
ing sundries  along  with  meat 
and  vegetables  compete  with 
a  newly  remodeled  Rite  Aid 
on  Washington  Boulevard. 
Graffiti  mars  buildings  across 
the  street  from  the  store,  and 
a  nearby  auto-body  shop  is 
guarded  by  junkyard  dogs. 
Inside,  Rite  Aid's  floors  are 
polished  to  a  bright  shine 
and  the  aisles  are  orderly.  On  a  recent 
Friday  morning,  union  picketers, 
protesting  the  nonunion  labor  hired  to 
do  the  refurbishment,  have  little  luck 
dissuading  shoppers.  A  union  rep 
shrugs:  "They  have  to  shop  here. 
There  isn't  another  drugstore  for 
2  miles." 

Supermarkets  in  half  a  dozen  major 
cities  examined  in  the  Boston  Con- 
sulting study  showed  inner  city  stores 
generated  sales  per  square  foot  that 
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DOES    YOUR    LENDER    UNDERSTAND 
HY    TWO    INCHES    CAN    COST 
ILLIONS    OF    DOLLARS? 


In  the  time  it  used  to  take  to  launch  a  product,  entire  industries  are  now  reinvented.  In  these 
industries,  having  a  lender  who  understands  what  you1  re  up  against  means  everything. 

Since  1 908.  The  CIT  Group  has  been  the  lender  of  choice  to  so  many  rapidly  evolving  industries 
because  we  have  made  the  commitment  to  stay  current  in  each  one.  From  technology  to  transportation  to 
fashion,  we  create  targeted  financings  based  on  an  up-to-date  understanding  of  the  issues. 

Just  ask  any  semiconductor  executive...  including  those  spending  millions  to  replace  six-inch 
( 1 50mm)  silicon  wafer  fabrication  equipment  with  eight-inch  (200mm)  equipment.  Or,  to  see  what  we  can 
do  for  you.  visit  www.citgroup.com  or  call  1-800-CIT-1908. 


CIT 

l»~rrl 

NYSE 


Money    well    lent 
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It's  a  head-turning  combination:  Compaq  Armada  7000  Series  notebooks  have  the  muscle — Intel®  Pentium®  II  processc 
to  $00  MHz— to  run  demanding,  ^^»TJJ^^M^1#"» desktop-class  software.  Yet  they're  built  for  the  road.    x. 


models  featuring  ultra-durable 


Better  answers; 


magnesium  alloy  casings.  And  they're  loaded:  dis 


g  as  14.1".  Hard  drives  up  to  8GB.*  Dazzling  AGP  graphics.  Plus,  they  dock  into  our  award- 
ing, highly  expandable  ArmadaStation  or  Tower  Stand.  For  full-strength  computing  and , 

lit  mobility,  call  us  at  1-800-AT-COMPAQ.  Or  visit  www.compaq.com/whoa.    ^  ~~?  pentiunrfl 

Compaq  Armada  7000  Series 


were  40%  higher  than  the  regional 
average.  Even  such  a  conspicuous- 
consumption  business  as  Starbucks  is 
finding  ways  to  stretch  its  locales.  In 
a  joint  venture  with  Johnson  Devel- 
opment Corp.,  a  firm  owned  by 
former  basketball  star  Earvin  (Magic) 
Johnson  (Forbes,  Dec.  16,  1996), 
Starbucks  opened  an  outlet  in  the 
middle-class,  mostly  African-Ameri- 
can community  of  Ladera  Heights  in 
Los  Angeles. 

"Franklv,  the  inner  cities  represent 
the  biggest  upside  of  any  investment 
opportunity  in  the  country,"  enthus- 
es Kenneth  Lombard,  Johnson 
Development's  president.  Magic 
Johnson  Theatres  are  sprouting  in 
urban  neighborhoods  long  ago 
deserted  by  other  chains. 

Another  urban  myth:  No  one 
living  in  an  inner  city  wants  to  work 
for  a  service  wage.  Fact:  When  Sears, 
Roebuck  opened  its  downtown  Oak- 
land store  two  years  ago,  it  had  6,000 
applicants  for  250  positions.  By  con- 
trast, Sears  has  trouble  finding 
employees  for  stores  in  Silicon  Valley. 
For  an  employer,  an  overload  of 
applicants  is  a  real  plus.  It  allows  a 


store  to  cherry-pick  the  applicants 
least  likely  to  pilfer  goods. 

Technology  helps,  too.  Payless 
ShoeSource  stores  are  highly  auto- 
mated, with  an  electronic  sales  regis- 
ter and  back-office  computers  that 
allow  managers  to  track  sales  and 
compare  them  with  inventories  daily. 
Thefts  are  more  quickly  detected  and 
investigated.  Other  technologies  that 
are  getting  better  every  day:  security 
cameras  that  guard  store  aisles  and 
parking  lots,  and  antitheft  tags  of  the 
sort  Sensormatic  sells.  Sears  discreet- 


ly tags  all  its  apparel  merchan- 
dise, as  do  most  other  apparel 
merchants. 

Smart  retailers  adapt  their 
merchandising  to  the  locale.  In 
a  suburban  shopping  mall, 
Sears  may  emphasize  appli- 
ances and  consumer  electron- 
ics. In  a  city,  it  leans  toward 
apparel.  Inner  city  African- 
Americans  spend  22%  more  of 
their  income  on  women's 
apparel  and  67%  more  on 
men's  clothing  than  the  aver- 
age U.S.  household,  according 
to  Management  Horizons,  a 
retail  consulting  division  of 
PriceWaterhouse . 

At  Sears'  downtown  Oakland 
store,  store  manager  Dennis 
Child  greets  customers  at  the 
door  each  morning  when  the 
store  opens.  His  store  features  a 
line  of  clothing  for  larger 
teenagers  called  Pretty  Plus. 
Brightly  colored  jade,  lavender 
and  leopard  nightgowns  con- 
trast the  pastel  shades  in  a  sub- 
urban Sears,  and  there's  also  a 
bigger  assortment  of  special 
occasion  dresses  and  accessories, 
including  $175  hats.  At  the  Sears 
store  in  the  low-income  Hispanic 
neighborhood  of  Boyle  Heights  in 
Los  Angeles,  the  petite  racks  are  des- 
ignated "Para  Damas  Menos  5'  4" 
and  the  book  section  features  Isabelle 
Allende.  That  store's  profits  have 
increased  30%  from  1992. 

Says  Allan  Stewart,  president 
of  stores  for  Sears:  "If  you  work 
really  hard,  you'll  earn  a  loyalty  in 
these  markets  that's  often  greater 
than  in  suburban  stores."  ■■ 


Rebound:  Some  cities  are  growing  again 


City* 

1996 

1990 

1980 

1970 

1960 

New  York 

7.380.906 

7,322,564 
723,959 
731,327 
516,259 
437,319 

7,071,639 

7,895,563 

7,891,957 

San  Francisco 

Indianapolis 

Seattle 

735,315 
746,737 
524,704 
480,824 

678,974 
700,807 
493,846 
368,148 

715,674 
736,856 
530,831 

740,316 
476,258 
557,087 

Portland 

379,967 

372,676 

*These  municipalities 

are  bigger  markets,  while  not  expanding  physically. 

Sources:  U.S.  Department  of  Commerce;  Bureau  of  the  Census. 
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how  do  you  prepare  natural  gas 
•or  a  long  journey  to  some  cold,  remote  location? 

Chill  it,  of  course. 


Delivering  vast  quantities  of  natural  gas  over  great  economically  feasible  to  transport.  Phillips  licenses 

distances  gets  to  be  not  only  logistically  difficult,  this  unique  process  to  develop  remote  sources  of 

but  expensive.  So  Phillips  Petroleum  developed  a  natural  gas  around  the  world.  It's  a  valuable  tech- 

propnetary  means  of  producing  liquefied  natural  nology  and  another  prime  example  of  what  it 

gas,  a  process  that  chills  the  gas,  shrinking  it  over  means  to  be  The  Performance  Company.  #i% 


600  times,  turning  it  into  a  liquid  form  that  is        PHILLIPS  PETROLEUM  COMPANY  (g£) 

For  a  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  74004, 

or  visit  us  at  www.phillips66.com. 


Slated  to  launch  a  global  satellite  network  is  telecom  pioneer  Craig  McCaw. 
He's  got  plenty  of  company. 

The  skies  get  crowded 


By  Toni  Mack 

Craig  McCaw  spent  roughly  $8.5 
billion  to  build  McCaw  Cellular,  and 
sold  it  to  AT&T  for  $16.5  billion 
(including  debt)  in  1994.  That's  a  nice 
return  on  investment.  Now  he's  bet- 
ting he  can  do  it  again. 

McCaw's  fellow  investors  include 
Motorola,  prime  contractor  on  his  new 
project — which  has  folded  its  Celestri 
project  into  McCaw's — Boeing,  Saudi 
Prince  Alwaleed  Bin  Talal  and 
McCaw's  old  pal  Bill  Gates.  Among 
them  they  have  ponied  up  more  than 
$1  billion  in  equity  capital  for 
Teledesic,  a  company  that  is  putting  up 
a  $9  billion  system  of  288  satellites  to 
transmit  vast  amounts  of  data  to  any 
point  on  the  globe.  The  service  is 
aimed  at  areas  like  South  America, 
Africa  and  even  parts  of  the  U.S.  and 
Europe  that  are  not  now  heavily  served 
with  telecommunications. 

Teledesic  can  be  the  linchpin  of  an 
even  grander  plan.  McCaw  could 
cobble  Teledesic's  service  with  his 
Nextel  wireless  and  Nextlink  fiber- 
optic services  to  provide  a  here's-all- 
you-need  service  to  customers  all  over 
the  globe. 

McCaw  might  make  it  work.  But  he 
faces  formidable  challenges. 

Start  with  the  technology.  Tele- 
desic's birds  are  slated  to  circle  850 
miles  above  the  earth,  relaying  signals 
to  and  from  ground  antennas — typi- 
cally 64  million  bits  a  second  down- 
ward, 41  times  as  fast  as  the  standard 
business  hookup. 

There  is  no  assurance  that  McCaw 
can  do  it  for  the  planned  $9  billion. 
Take  Iridium  LLC,  a  just-launched,  66- 
satellite  venture  formed  to  zap  voice 
and  certain  data  signals  worldwide. 
Some  satellites  were  duds.  Onboard 
software  glitches  delayed  the  planned 
launch  of  the  Iridium  service  from 
Sept.  23  to  Nov.  1 .  Total  cost  has  bur- 
geoned from  a  reported  $1.2  billion 


originally  to  $5  billion  today. 

Teledesic  President  Russell  Dag- 
gatt  insists  he  can  limit  the  costs  to 
$9  billion.  Maybe.  "Teledesic  will 
probably  cost  closer  to  $15  billion, 
and  I'm  being  conservative,"  predicts 
satellite  expert  Marco  Caceres  of 
Fairfax,  Va. -based  aerospace  consul- 
tants Teal  Group. 

Once  it  gets  in  service,  moreover, 
Teledesic  will  have  to  compete  with  a 
cheaper  system  being  put  together  by 
Bethesda,  Md. -based  SkyBridge  L.P. 
Like  Teledesic,  SkyBridge  targets  cus- 
tomers outside  of  the  heavily  wired 
urban  areas  in  the  industrial  countries. 

'The  money  tends 
to  reside  in  dense  urban 
areas,  which  are  wired. 
How  many  people  need 
costly  high-capacity  data 
service  in  rural  areas?" 


This  Alcatel-led  consortium  plans  to 
launch  80  birds  to  cover  the  globe 
with  fat  data-carrying  capacity  by 
2002,  a  year  before  Teledesic's  slated 
debut,  at  a  $6  billion  cost.  Why  so 
much  cheaper?  SkyBridge  Chief  Exec- 
utive Pascale  Sourisse  plans  to  use 
satellite  signals  only  to  connect  a  cus- 
tomer to  SkyBridge's  local  phone 
company  partner  in  a  given  country. 
From  there  the  signal  will  go  out  to 
the  nearest  Internet  backbone,  far 
cheaper  than  satellite  transmission. 

By  contrast,  Teledesic  will  expen- 
sively zap  laser  signals  from  bird  to 
bird  until  they  reach  their  destination. 
Daggatt  says  this  will  ensure  reliability 

Satellite  entrepreneur  Craig  McCaw 
Price  tag:  $9  billion— or  $15  billion? 
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far  greater  than  earthly  networks  in 
less-developed  regions. 

SkyBridge  faces  its  own  hurdle:  get- 
ting U.S.  and  international  permits  for 
the  spectrum  it  needs.  But  even  if  Sky- 
Bridge is  delayed,  cheaper  is  cheaper. 

McCaw  faces  other  competitors, 
too.  Hughes,  Loral  and  Lockheed 
Martin  all  plan  to  launch  higher-orbit, 
high-capacity  satellites  before  Tele- 
desic's  2003  start.  Consultant  Andrew 


Cole  of  Boston's  Renaissance  World- 
wide points  out  that  Teledesic  is  leav- 
ing plenty  of  time  for  terrestrial  tech- 
nologies like  big- bandwidth  digital 
wireless  service  to  invade  the  less- 
developed  turf,  at  lower  cost. 

"The  money  tends  to  reside  in 
dense  urban  areas,  which  are  wired," 
says  Cole.  "How  many  people  need 
costly  high-capacity  data  service  in 
rural  areas?"  H 
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As  you  will  see, 
2496  is  a  leap  year. 


Ref.  3750 

The  Da  Vinci  automatic 
chronograph  in  yellow  gold 
with  perpetual  calendar 
and  moon  phase  display. 
$19995- 


IWC 


C^// II  tjoif  nee}). 

IDNDGN 

JEWELERS 

Established  1926 

Americana  at  Manhasset,  516-627-7475 

180  Wheatley  Plaza,  Greenvale,  516-621-8844 

28  School  Street,  Glen  Cove,  516-671-3154 

2  Main  Street,  East  Hampton,  516-329-3939 


For  complete  IWC  catalog 

please  call  (800)  432-9330 

http://www.iwc.ch 


By  John  Rutledge 


strategy 


How  to  protect  brand  value 


Discounting 
grows  faster 
than  crabgrass 
and  is  even 
harder  to 
get  rid  of. 


The  brand  is  your  customer's  belief  in 
what  you  stand  for  as  a  company.  The  brand 
is  what  allows  you  to  charge  a  little  more  or 
merit  a  larger  market  share  than  companies 
selling  no-name  products.  That  "little  bit 
more"  translates  into  future 
incremental  cash  flow.  The 
present  value  of  this  stream  of 
future-incremental-cash-flow  is 
brand  equity.  Building  brand 
equity  is  the  only  way  I  know  to 
create  long-term  value  for 
shareholders.  It  is  the  core  of 
any  manager's  job. 

Anything  you  do  that  erodes 
the  brand  will  destroy  value. 
This  column  is  about  how  to 
avoid  this  kind  of  destruction. 

I  ran  into  one  of  these 
destroyers  this  week  in  one  of  our  compa- 
nies. A  customer  called  wanting  to  talk  with 
someone  about  buying  scratched  and 
dented  units.  I  told  him  we  do  not  make 
products  with  scratches  or  dents. 

He  said,  "Yes,  you  do;  I  buy  them  that 
way  from  you  guys  all  the  time." 

I  felt  like  Bette  Midler  in  Ruthless  People. 
When  she  learned  that  her  husband  had 
refused  her  kidnappers'  ransom  demands 
and  they  were  offering  to  discount  the 
price,  she  complained  that  she  been  kid- 
napped by  Kmart. 

But  it  was  true.  Two  years  ago,  when  our 
company  was  managing  for  cash  rather  than 
long-term  value,  the  managers  had  begun 
selling  equipment  that  had  been  scratched 
or  dented  during  shipping — at  a  steep  dis- 
count. In  the  short  term  it  made  a  lot  of 
sense.  It  saved  the  company  the  cost  of 
shipping  the  damaged  products  back  to  the 
factory.  It  saved  repairing  or  reworking  the 
imperfect  products.  But  in  the  long  term  it 
was  a  bad  idea. 

Discounting  grows  faster  than  crabgrass 
and  is  even  harder  to  get  rid  of.  Over  the 
years  our  customers  had  learned  to  expect 
the  discounts  and  started  to  call  and  request 
damaged  products.  Our  sales  team  had 
developed  price  lists  that  included  full  prices 
and  scratched-and-dented  prices  for  every 
model  we  sold.  We  had  orders  in  the  system 
tor  S&D  product  that  we  could  not  fill 


because  the  factory  didn't  make  enough 
mistakes  to  fill  the  orders.  Our  salespeople 
had  50  sticky  notes  on  their  screens  about 
customers  waiting  for  bad  units.  An 
employee  spoke  to  a  customer  who  bought 
only  factory  seconds  because  the 
prices  were  so  attractive. 

We  had  succeeded  in  creating  a 
market  for  products  we  were 
trying  hard  not  to  produce.  And 
we  had  succeeded  in  becoming 
our  own  worst  competitor. 

Every  company  struggles  with 
this  problem  to  some  degree.  As 
long  as  humans  make  mistakes, 
there  will  always  be  second- 
quality  products.  Managers  often 
■"■■■"      try  to  find  places  to  park  bad 

product  far  away  from  their  core 
market,  but  I  have  never  seen  it  work. 

Being  a  subtle  guy,  I  asked  my  managers 
if  they  knew  where  I  could  buy  a  factory- 
second  Porsche,  or  a  scratched-and-dented 
Mercedes.  Or  how  I  could  buy  a  Tiffany 
diamond  necklace  that  had  suffered  ship- 
ping damage.  Premium  companies  selling 
premium  products  for  premium  prices  don't 
sell  damaged  goods — period.  They  work 
very  hard  to  make  sure  they  produce  perfect 
products,  and  when  they  slip  they  throw  the 
damaged  product  away.  Better  waste  some 
labor  and  some  sheet  metal  than  damage 
the  brand  image.  Of  course,  there's  always  a 
market  for  discounted  damaged  goods,  but 
I'll  let  my  competitor  have  that  market. 

We  informed  every  sales  and  customer 
service  person  that  we  would  never  again 
ship  a  second-quality  product.  We  tore  up 
the  old  price  lists  and  printed  new  ones 
with  no  scratched-and-dented  prices.  We 
reminded  the  whole  company  that  we  were 
in  business  to  sell  premium  products  and 
deliver  premium  service.  We  called  the  cus- 
tomers who  had  placed  orders  for  bad 
product  and  explained  that  the  factory 
outlet  was  now  closed. 

This  may  cost  us  a  few  dollars  in  the  short 
term,  but  in  the  long  term  it  will  make  our 
company  more  valuable.  Protect  the  brand. 
Three  little  words.  Those  three  little  words 
contain  all  you  really  need  to  know  to  build 
long-term  value  in  a  business.  ■■ 


John  Rutledge  is  an  economist  and  chairman  of  Rutledge  &  Co.,  a  merchant  bank  in  Greenwich,  Conn,  rutledgeco@aol.com 
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THEY'RE  EXCITING  IN  THE  MOVIES.  BUT  IN  REAL  LIFE, 
CAR  CRASHES  MEAN  REAL  DANGER.  KNOWING  WHAT  TO  DO 
-    AND  HOW  TO  DO   IT  -  CAN   MAKE  ALL   THE  DIFFERENCE. 


MONTGOMERY, 

ALABAMA 

J  U  N  E    4  ,      1  998 

5:55    P.M. 


WE  THANK  THOSE  WHO  SAVE  THE  DAY, 
PROTECTING  THEM  WITH  PERSONALIZED 
RETIREMENT  AND   PENSION   PROGRAMS. 


OUR  COMMITMENT  IS  FUNDAMENTAL:  TO 
HELP  PROVIDE  THOSE  WHO  WORK  IN  NOT-FOR-PROFIT,  A 
FUTURE  BASED  ON  SOUND  GROWTH,  NOT  UNDUE  RISK. 
THAT'S  THE  SPIRIT  OF  AMERICA. 


Mutual  of  America 

320  Park  Ave.,  New  York,  NY  10022  •  1  800  468  3785 


The  media  can  take  a  lot  of  the  blame  for  the  fact  that  the  American  public  is 
mathematically  illiterate.  Look  at  how  they  describe  supposedly  improbable  events. 

Defeated  by  the  odds 


By  Dan  Seligman 

It's  a  news  story  that  never  goes 
away.  Someplace  in  America,  children 
are  afflicted  by  birth  defects  or  brain 
cancers  at  rates  that  appear  to  be 
abnormal.  The  details  can  be  horrify- 
ing, and  the  story  invariably  encour- 
ages you  to  wonder  who  is  responsi- 
ble— the  default  suspect  being  corpo- 
rate polluters. 

Rarely  brought 

onstage  in  the  news 
accounts  is  Lady  Luck. 
Is  anyone  asking 
whether  a  certain  num- 
ber of  such  cancer  clus- 
ters can  be  expected  to 
occur  by  chance?  Bruce 
N.  Ames,  a  molecular 
biologist  who  heads  the 
National  Institute  of 
Environmental  Health 
Sciences  Center  at  the 
University  of  California 
at  Berkeley,  has  been 
trying  to  make 
Americans  aware  of  such 
probabilities. 

Ames  begins  with  the 
proposition  that,  just  by 
chance,  you  would 
expect  sizable  variations 
in  the  incidence  of  can- 
cer in  different  towns 
and  groups.  Inevitably, 
some  will  be  high,  some  low.  He  also 
thinks  it  is  counterproductive  to  be 
zeroing  in  on  communities  with  high 
rates,  and  then  go  looking  for  pollu- 
tants: "You  can  always  find  synthetic 
chemicals  in  the  water,  or  whatever, 
and  it  doesn't  mean  they  have  any- 
thing to  do  with  the  problem."  It 
bothers  Ames  that  policymakers 
recurrently  spend  big  sums  on  these 
barely  discernible  traces  of  pollution 
and  put  small  sums  into  the  stuff  that 
really  matters — like  smoking  and  diet. 

In  environmental  policy,  in  liability 
law  suits,  in  tax  audits,  in  lotteries,  big 
money  is  always  riding  on  probability 

L56 


theory.  Under  the  circumstances,  it  is 
a  serious  problem  that  most 
Americans  have  such  a  wobbly  under- 
standing of  it. 

Americans  do  want  to  know  the 
odds.  When  the  doctor  says  you  have 
lung  cancer,  you  want  to  know  the 
odds  of  living.  (In  an  average  case, 
they  are  6-to- 1  against  your  lasting  five 


But  while  everybody  knows  the 
importance  of  the  odds,  the  random 
citizen's  grasp  of  their  meaning  is 
extremely  likely  to  be  tenuous.  Take 
that  relatively  simple  statement  about 
the  Broncos:  How  many  people  can 
translate  those  odds  into  a  percentage 
probability?  How  many  understand 
that  5-to-l  propositions  are  expected 
to  come  through  16.7% 
of  the  time?  How  many 
lottery  players  can  figure 
the  odds  against  select- 
ing the  correct  5  num- 
bers out  of  48?  (Answer: 
1,712,303-to-l  against.) 
The  bookies  know  how 
such  odds  are  calculated, 
and  the  professors  of  sta- 
tistics know — but  by 
and  large  the  people  are 
probabilistically  non 
compos  mentis. 

Also  not  exactly  get- 
ting   it    in    numerous 
odds-based    situations 
are  the  mighty  American 
media.  Consider 
two      long-run- 
earthshak- 


years.)  When  the  Broncos  began  this 
season  by  winning  their  first  8  games, 
Denverites  wanted  to  know  the  prob- 
ability of  their  remaining  undefeated 
during  the  16-game  National  Football 
League  season.  (The  odds  posted  at  a 
number  of  Nevada  sports  books 
recently  made  it  5-to-l  against  them.) 
One  learns  from  footnote  number  419 
in  the  Starr  report  that  Monica  was 
intensely  interested  in  the  probability 
that  she  would  ultimately  marry  Bill. 
(Making  life  far  less  interesting  than  it 
might  otherwise  be,  the  Nevada  books 
have  not  been  accepting  action  on  this 
one.) 


Iculation 
that  leaves 
70  dingers 
looking 
unincredible. 


ning, 

ing  news  stories 
of  recent  months. 
One  centered 
on  Mark  Mc- 
Gwire's home 
run  heroics.  The 
standard  view  of 
the  case  is  that 
the  70  home  runs 
were  a  stunning  surprise  and  an  utter- 
ly incredible  achievement.  The  Nexis 
database  offers  304  articles  containing 
the  words  "McGwire"  and  "70"  and 
"incredible,"  and  Mark  himself  gravi- 
tated to  this  view  of  the  case.  "I'm  like 
in  awe  of  myself  right  now,"  was  his 
morning-after  comment,  which  some- 
how came  across  as  not  especially 
boastful. 

The  alternative  perspective  would  be 
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cleaved  to  only  by  folks  having  a  firm 
purchase  on  the  binomial  distribution. 
These  persons  may  also  be  in  awe  of 
McGwire,  but  they  are  nevertheless 
making  a  calculation  that  leaves  the  70 
dingers  looking  unincredible.  They 
start  out  asking  themselves:  How  tre- 
quentlv  does  this  guy  hit  home  runs? 
Answer,  based  on  data  for  the  four  sea- 
sons leading  up  to  1998:  12.2%  of  the 
time  (i.e.,  once  in  every  8.2  times  at 
bat).  Then  thev  ask  how  manv  times  at 
bat  Mark  had  in  1998.  Answer:  509. 
Finally  they  turn  to  one  of  the  numer- 
ous available  statistical  aids,  like  the 
©Binomial  function  built  into  Lotus  1  - 
2-3  spreadsheets,  and  ask  how  often  a 
12.2%  rate  will  generate  70  or  more 
"successes"  in  509  trials.  The  answer, 
spat  out  in  a  microsecond:  It  will 
happen  15.7%  of  the  time,  which 
hardly  qualities  as  incredible. 

The  recent  election  was  arguably  of 
more  moment  than  any  number  of 
four-ply  swats,  but  here  too  there  were 
signs  of  massive  misunderstanding. 
The  election  was  of  course  preceded 
by  an  infinity  of  polls.  All  the  polls 


were  based  on  samples  of  some 
number  of  voters  (typically  from  sever- 
al hundred  to  a  couple  of  thousand) 
and  told  you  that  their  survey  results 
had  some  stated  margin  of  error  (typi- 
cally three  to  five  percentage  points). 
Media  reporting  on  these  polls 
assumed,  although  they  did  not  always 
bother  to  mention,  that  the  results 
came  with  a  95%  confidence  level — 
meaning  95%  of  the  time  the  winner 
would  be  accurately  predicted  so  long 
as  the  gap  between  the  candidates  was 
greater  than  the  margin  of  error. 

So  far,  so  good.  The  odds  are  19-to- 
1  (i.e.,  95-to-5)  against  the  polls  being 
wrong,  assuming  the  reported  gap  is 
greater  than  the  margin  of  error  (and 
also  assuming  the  characters  in  the 
sample  are  being  truthful  and  don't 
change  their  minds). 

But  what  if  the  reported  gap  is  not 
greater  than  the  margin  of  error?  It  is 
in  this  situation,  which  comes  up  thou- 
sands of  times  in  a  national  election, 
that  the  media  are  guaranteed  to  screw 
up.  They  keep  telling  you  that  poll 
results  within  the  margin  of  error  are 


meaningless  or  not  statistically  signifi- 
cant or  otherwise  lacking  in  interest. 
Take,  for  example,  the  Nov.  1  Gannett 
News  Service  report  on  a  poll  of  662 
likely  voters  in  New  York.  Released  just 
two  days  before  the  election,  the  report 
told  us  that  Chuck  Schumer  led 
Alfonse  D'Amato  in  the  U.S.  Senate 
race  by  a  margin  of  46%  to  42%.  That's 
a  gap  of  four  percentage  points — but 
the  poll's  margin  of  error  was  also  four 
percentage  points.  Therefore,  said  Gan- 
nett, the  race  was  "statistically  even." 

Statistically  even?  It's  an  even-money 
bet?  Ridiculous.  The  correct  formula- 
tion would  have  been  that  the  poll 
showed  a  real  and  meaningful  advan- 
tage for  Schumer — but  that  in  this  case, 
the  advantage  could  not  be  expressed 
at  the  usual  95%  confidence  level.  So 
what  would  the  confidence  level  be? 
Answer:  86%.  Is  that  meaningful?  You 
bet  it  is.  As  it  happened,  Schumer  won. 

Will  the  media  do  better  in  the  next 
election?  Will  they  accurately  describe 
the  probabilities  the  next  time  they 
turn  up  a  scary  cancer  cluster?  We 
make  it  100-to-l  against.  H 


Mark  of  Distinction 

The  Chartered  Financial  Analyst  (CFA®)  designation.  A  globally 
recognized  credential  held  only  by  a  select  group  of  investment 
professionals.  Experts  who  have  mastered  a  rigorous,  disciplined  and 
ethical  approach  to  making  investment  decisions.  And  who  have  made  a 
visible  commitment  to  professional  education.  For  investors,  the  CFA 
charter  represents  a  higher  standard  of  investment  advisory  services. 
For  employers,  it  is  a  mark  of  excellence  that  validates  competence 
and  integrity. 

The  Association  for  Investment  Management  and  Research  sponsors 
the  CFA  program,  along  with  professional  development  services 
for  over  35,000  members  in  70  countries  around  the  globe.  All 
designed  to  promote  integrity  and  knowledge  among  investment 
professionals  worldwide. 
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SETTING  A  HIGHER  STANDARD 

For  more  information  and  a  free  brochure, 
call  1  800-247-8132  or  visit  www.aimr.org. 


Meet  these 

Schwab  customers 

going  public  with 

their  investment 

experiences. 


These  Schwab  customers  have  generously  chosen  to  share  their  investment  experience. 

to  demonstrate  how  they  use  the  tools  and  services  now  available  through  Schwab. 

They  are  real  people  like  you  and  their  decisions  are  their  own.  We  invite  you  to  follov 

along  and  learn  the  process  of  investing,  as  they  create  their  financial  futures. 


Security  prices  shown  are  as  of  10/22/9S.  Individuals  appearing  are  actual  Schwab  customers  and  were  paid.  The  expenences  depicted  are  those  of  the  individual(s)  appeanng  and 
be  representative  of  anyone  else's  experience  The  positions  shown  are  actual  holdings  of  the  individuals  appearing  and  reflect  partial  portfolio  holdings.  No  mention  of  a  secunty  s 
construed  as  a  recommendation  or  considered  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  securities.  Schwab,  its  affiliates,  their  employees  and/or  their  directors  r 
positions  in  these  securities  referenced,  and  may,  as  principal  or  agent,  buy  from  or  sell  to  customers.  Schwab  or  its  affiliates  may  perform  or  solicit  investment  banking  or  othei 
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'We're  both  aging  ex-jocks.  To  us,  investing  is  a  game  we  can  still  win. 


SYMBOL 

NAVE 

QTY 

MARKET  VALUE 

PRICE 

csco 

CISCO  SYSTEMS  INC 

300 

$17,531  25 

584375 

KO 

COCA  COLA  COMPANY 

4309183 

$29,787.23 

69  125 

EMR 

EMERSON  ELECTRIC  CO 

459.9307 

$29,521.80 

64.1875 

XON 

EXXON  CORPORATION 

502.4408 

$36,050  13 

71  75 

HWP 

HEWLETT-PACKARD  COMPANY 

300 

$17,343.75 

57.8125 

HCOW 

HORIZON  ORGANIC  HLDG  CP 

300 

$4,012.50 

13.375 

INTC 

INTEL  CORP 

100 

$8.737  50 

87.375 

MO 

PHILIP  MORRIS  COS  INC 

200 

$10,025.00 

50  125 

SAF 

SCUDDER  NEW  ASIA  FUND 

100 

$868  75 

86875 

W 

WESTVACO  CORPORATION 

894.7231 

$22,983  20 

25.6875 

TOTALS 

$176,861.11 

Marion  &  Rick,  playing  it  cool 


www.schwab.com 


Watch  List  1 

Last 

V  CSCO 

57  1/2 

A  KO    ^ 

6711/16 

W  QDR+B 

24  5/8 

T  EMR 

63  7/8 

V  XON 

72  3/4 

O  HCOW 

141/8 

V  INTC 

8611/16 

"Marion  has  a  big  business  background  and  is  the  raging  bull. 

I  had  a  smaller  business  and  am  more  conservative.  We  started 

investing  in  '86  with  25  share's  of  four  different  companies.  Now 

we  have  three  accounts  at  Schwab  —  our  individual  IRAs  and  our  joint  account. 

"For  us,  investing  together  is  something  we  really  enjoy.  But  we  can't  buy 

|    anything  unless  we  both  agree. 

"We've  attended  seminars  sponsored  by  Schwab.  And 
I'm  regularly  on  the  phone  with  them  —  we're  part  of  the  Schwab  500  team, 
which  means  they  really  get  to  know  us  and  what  we  look  for. 

"We  read  and  watch  TV,  but  do  our  serious 
research  online.  On  the  couch.  With  the  dogs. 
On  schwab.com.  Because  of  the  recent  volatility,  we're  not  buying 
today,  just  checking  out  the  stocks  on  our  Watch  List."  rick 
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Market  Summary  by  Briefing  corn 


Oct.  22, 1998,  12:05  ET 

Market  mixed  at  mid-day  with  techs  holding 
their  own  while  blue  chips  trail  the  action. 
Blue  chip  losses  kept  in  check  with  help 
from  financial,  airline  &  oil  drilling  issues. 


y  company  mentioned  in  this  matenal  Mutual  Fund  prospectuses  containing  more  complete  information  including  management  fees,  charges  and  expenses  are  available 

.  chwab.  Please  read  carefully  before  investing.  Investment  value  will  fluctuate  so  thai  shares,  when  redeemed,  may  be  worth  more  or  less  than  the  onginal  cost.  Access  to 

and  your  account  may  be  limited  during  penods  of  peak  demand.  Past  performance  is  no  guarantee  of  future  results.  Standard  and  Poor's  has  a  quality  rating  (A+  to  D),  which  is 

i  to  assess  the  relative  growth  and  stability  of  earnings  and  dividends  over  the  past  10  years.  ©1998  Charles  Schwab  &  Co.,  Inc.  All  nghts  reserved.  Member  S1PC/NYSE.  (1 198-4766) 
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Lisa  Landi  was  told  she  had  only  months  to  live.  She  beat  that  rap  and  now 
preaches  aids  prevention  to  young  people  anywhere  she  can. 

Life  is  too  precious 
to  waste 


By  Erika  Brown 


"You  think  at  this  age 
nothing  can  hurt  you.  " 
Lisa  Landi,  a  beautiful 
young  blond,  is  addressing 
a  roomful  of  suburban  New 
York  teenagers,  some  of  the 
girls  quietly  weeping. 
"You're  invincible.  You 
can't  get  into  a  car  accident. 
You  won't  get  AIDS. 

"But  vou  can." 

She  did.  In  1991,  when 
she  was  25,  Landi  fainted  in 
a  Florida  airport  and  was 
rushed  to  an  emergency 
room.  After  a  series  of  tests, 
doctors  told  her  she  had 
pneumonia — and  aids.  She 
had  18  months  to  live. 

The  diagnosis  was  cor- 
rect, but  the  prediction  was 
wrong:  Seven  years  later 
Landi  is  very  much  alive, 
though  she  is  not  quite  the 
same  woman  she  was. 

Pre-AIDS,  Landi  worked 
in  New  York's  fashion  dis-  ^^^H 
trict  and  hit  the  clubs  at 
night.  Then  she  discovered  she  had 
contracted  aids  from  an  ex-fiance  who 
had  been  a  drug  user  before  they 
met — but  she  found  out  too  late. 

Post-AIDS  she  spends  much  of  her 
time  preaching  to  teenagers  the  \irtues 
of  sexual  abstinence  or  at  least  pro- 
tected sex.  At  the  risk  of  her  fragile 
health,  she  has  traveled  as  far  as  South 
America,  delivering  her  message  to 
students,  health  care  professionals  and 
religious  groups.  "While  my  friends 
are  off  somewhere  excelling  at  their 
careers,  I  excel  at  my  career — AIDS." 

Landi  owes  her  comeback  to  Dr. 
Mark  Kaplan,  now  director  of  the 
Center  for  aids  Research  &  Treatment 
on  Long  Island,  NY.  He  successfully 


Lisa  Landi 
Teaching 


and  students 

the  facts  of  life — and  death. 


used  radical  therapies  on  Landi  to  beat 
the  death  predictions.  The  price  she 
pays  are  agonizing  side  effects  requir- 
ing hospitalization  three  times  this  year. 
Once  she  realized  she  had  a  life  to  live, 
she  says:  "It  hit  me  that  I  didn't  have  a 
purpose  anymore.  I  couldn't  have  chil- 
dren. I  couldn't  work." 

Dr.  Kaplan's  wife,  Carol,  had  been 
looking  for  AIDS  patients  to  talk  to  stu- 
dents about  tiieir  personal  experiences 
as  part  of  an  hiv/aids  prevention  pro- 
gram. Students  then  pass  that  knowl- 
edge on  to  their  peers.  The  idea  is  that 
the  kids  can  relate  better  to  aids 
patients  than  to  a  teacher  or  doctor.  "I 
knew  instantly  that  was  my  ticket," 
Landi  recalls. 


|       Such  programs  seem  to 
>  work.  The  Centers  for  Dis- 
1  ease  Control  reports  that 
S  kids  attending  peer-to-peer, 
school-based  Hrv  and  sex 
education  programs  tend  to 
delay  sexual  initiation,  have 
fewer  partners  and  use  con- 
doms more  frequently  than 
those  who  don't  attend. 

Landi  reaches  a  highly 
vulnerable  group:  Though 
the  overall  rate  of  new  hiv 
transmission  is  flat,  half  of  all 
new  infections  are  among 
people  under  age  25,  most 
of  whom  contracted  the  dis- 
ease in  their  teens,  and  have 
been  infected  sexually. 

Landi  and  her  partner, 
Louis  Wiese,  have  spoken  to 
more  than  half  a  million 
individuals  so  far.  Landi's 
dedication   shows.   Three 
years  ago,  80  pounds  and 
bald  from  drug  side  effects, 
she    traveled    to    Bogota, 
Colombia,      where      she 
helped  organize  and  spoke  at  an  inter- 
national conference  on  aids.  She  still 
has  monthly  checkups  and  takes  fist- 
fuls  of  pills  every  few  hours — 40  a  day. 
Three  years  ago  her  second  fiance 
gave  her  an  ultimatum:  me  or  your 
speaking  engagements.  He  lost.  "I 
didn't  want  to  sit  at  home  and  make 
sauce  all  day,"  Landi  says,  "But  I 
thought  if  I  could  save  one  life,  my 
mission  in  life  is  accomplished." 

She  prizes  a  letter  she  received  from 
a  Long  Island  high  school  student 
who  wrote  after  hearing  Landi  speak. 
"I  do  not  now — nor  do  I  ever  plan 
to — take  part  in  risky  beha\ior —  You 
have  taught  me  that  life  is  simply  too 
precious  to  waste."  ■ 
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You   never 

ctually  own   a   Patek   Philippe. 


PATEK  PHILIPPE 


GENEVE 


fou  merely  take  care  of  it  for  the  next 
neration.  The  new  men's  Travel  Time  with  dual 

hour  hands.  One  local  time.  The  other,  home 


ns  Travel  T,me  ref:  5034.    For  ,nformat,on:    Patek  Philippe.  Dept.  504,  One  Rockefeller  PI 


aza,  New  York,  New  York  10020.  Tel:  (212)  581  0870.  www.patek.com 


work  

Arbitrating  employment  disputes  was  touted  as  a  means  of  unclogging  the  courts. 
While  many  arbitration  plans  are  failing  to  hold  up  in  court,  fixing  them  is  fairly  easy. 

Better  safe  than  sorry 


By  Ashlea  Ebeling 

When  Annette  Phillips  was  bar- 
tending at  a  Hooters  restaurant  in 
Myrtle  Beach,  S.C.,  she  claims  the 
chief  executive's  brother  slapped  her 
buttocks.  Phillips  threatened  to  sue  her 
employer  for  sexual  discrimination. 

Not  so  fast,  said  Hooters.  Corpo- 
rate policy  required  her  to  use  bind- 
ing arbitration.  A  private  arbitrator 
would  hear  and  decide  her  claim.  She 
couldn't  bring  a  suit  and  her  right  to 
appeal  to  the  courts  was  limited. 

Mandatory  arbitration  programs  like 
Hooters'  proliferated  after  the 
Supreme  Court  essentially  endorsed 
the  concept  in  1991.  The  basic  idea 
was  a  good  one:  Arbitrating  employ- 
ment disputes  would  help  unclog  the 
court  system.  It  costs  less  and  is  speed- 
ier for  both  parties.  About  the  only 
losers  are  the  trial  lawyers. 

In  just  five  years  the  number  of 
major  companies  with  employment 
dispute  resolution  plans  has  jumped 
from  about  30  to  more  than  400, 
covering  at  least  4  million  employees. 

But  the  Supreme  Court  was  care- 
ful to  say  that  arbitration  should  look 
and  feel  just  like  a  judicial  case.  An 
employer  could  require  employees  to 
arbitrate  disputes  as  a  term  of  their 
employment,  but  it  had  to  be  done 
fairly,  with  due  process. 

More  recently  there  has  been  a 
backlash  against  enforced  arbitration. 
Even  the  National  Academy  of  Arbi- 
trators opposes  mandatory  plans,  and 
now  the  courts  are  finding  that  some 
company  plans  are  unfair.  Last  March 
in  the  Hooters  case,  a  Federal  judge  in 
Florence,  S.C.  called  Hooters'  policy 
"sham  arbitration"  and  concluded  it 
was  unenforceable.  The  judge  cited  a 
multitude  of  what  she  considered  one- 
sided provisions  (see  box). 

In  a  federal  appellate  case  in  Wash- 
ington, D.C.,  Burns  International 
Security  Services  had  a  provision 
requiring  employees  to  pay  all  or  part 
of  the  arbitrator's  fee  (which  can  aver- 
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age  $2,500).  The  court  struck  that 
provision  down,  reasoning  that  an 
employee  doesn't  have  to  pay  for  a 
judge  in  court. 

In  Duffield  v.  Robertson,  Stephens 
&  Co.,  the  Ninth  Circuit  Court  of 
Appeals  earlier  this  year  declared  the 
very  notion  of  mandatory  arbitration 
illegal  in  disputes  involving  racial  dis- 
crimination and  sexual  harassment. 
The  Supreme  Court  let  that  decision 
stand  this  month,  and  it  recently  heard 
arguments  in  another  arbitration  case. 

In  a  suit  in  U.S.  District  Court  in 
Ohio,  a  company  buried  its  manda- 
tory arbitration  provision  in  an 
employee  handbook.  The  judge  said 
that  was  insufficient  notice. 

With  many  arbitration  plans  failing 
to  hold  up  in  court,  some  businesses 
are  either  revising — or  giving  up — 


mandatory  policies.  The  National 
Association  of  Securities  Dealers 
recently  abandoned  long-standing 
requirements  that  member  companies 
use  arbitration  to  resolve  discrimina- 
tion claims.  The  New  York  Stock 
Exchange  will  no  longer  provide  an 
arbitrator  for  mandatory  plans. 

Now  many  brokerages  are  design- 
ing their  own  plans.  In  May  Merrill 
Lynch  agreed  to  replace  its  mandato- 
ry policy  with  a  voluntary  one  as  part 
of  a  settlement  of  a  class  action  sex 
discrimination  suit.  Under  the  new 
policy,  an  employee  with  a  discrimi- 
nation complaint  can  choose  between 
arbitration  and  the  courts.  In  the  last 
six  months,  eight  major  corporations 
have  installed  voluntary  plans, 
according  to  Robert  Meade,  of  the 
American  Arbitration  Association. 


Also  in  May,  United  Parcel  Sen  ice 
implemented  a  voluntary  program  for 
roughly  65,000  employees  after  a  year- 
long pilot.  It  has  not  led  to  a  rash  of 
lawsuits:  Of  the  197  employee  com- 
plaints since  April  1997,  75%  have  been 
resolved  early  in  the  dispute  resolution 
process — and  no  employee  has  gone  to 
court.  "We  decided  forcing  people  into 
something  would  cast  doubt  on  the 
program,"  says  Ke\in  Strahan,  employ- 
ment dispute  resolution  manager. 

TRW  and  others  have  taken  another 
route.  Employees  unhappy  about  the 
arbitrator's  decision  can  still  sue.  TRW 
says  of  fewer  than  ten  cases  arbitrated 
so  tar,  only  one  is  heading  for  court. 
TRW  also  changed  a  provision  requiring 
the  employee  to  pay  part  of  the  arbi- 
trator's tees,  reducing  it  to  a  flat  $100. 

Many  companies  with  mandator} 
arbitration  plans  are  standing  firm. 
Despite  the  setbacks,  a  majority  of 
courts  have  upheld  the  policy.  But, 
considering  how  well  the  voluntary 
policies  work,  it  would  seem  to  make 
sense  to  replace  mandatory  arbitration 
with  voluntary  plans.  As  Evan  Spelfo- 
gd,  a  New  York  lawyer,  says,  "Why  ask 
for  trouble  and  give  plaintiff's  bar  any- 
thing to  hang  their  hat  on?"  ■■ 


Danger  spots 

Here  are  some  of  the  reasons 
Hooters'  mandatory  arbitration 
policy  didn't  hold  up  in  court: 

■  It  restricted  employees'  rights 
as  to  compensatory  and  punitive 
damages,  back  pay  and  attorney's 
fees; 

■  It  sharply  limited  employees' 
rights  to  appeal  the  arbitrator's 
decision; 

■  Hooters  picked  the  master  list 
of  approved  arbitrators; 

■  It  limited  discover)'  by  allowing 
for  only  one  deposition,  and 
required  employees — but  not 
Hooters — to  dixulge  the  identity 
of  their  witnesses; 

■  It  allowed  the  arbitrator 
to  sequester  the  employee's 
witnesses  but  not  Hooters'. 

Hooters  has  appealed  to  the 
Fourth  Circuit  in  Rich- 
mond, Va.  -A.E.  ■■ 
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Invest  in  Tomorrow's 
Growth  Opportunities  Today 

The  Robertson  Stephens 

Emerging  Growth  Fund  


NO  LOAD 


Results  of  a  Hypothetical  $10,000  Investment  if  invested  on  11/30/87 
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Performance  data  represents  past  performance,  which  is  no  guarantee  of  future  results.  Investment  return  and 
principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 


Vision  is  being  able  to  "see"  undiscovered  and  unrecognized 
investment  opportunities  in  today's  dynamic  markets. 
Experienced  Portfolio  Manager  Jim  Callinan's  hands-on, 
fundamental  investment  approach  seeks  to  uncover  America's 
fastest  growing  small  companies  that  hope  to  be  the  leading 
companies  of  tomorrow.  Please  call  today  for  more  information. 

1-800-766-3863  ref.#  343 

or  call  your  financial  advisor 


www.rsim.com 
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;The  Russell  2000  Growth  Index  is  a  market  capitalization-weighted  index  containing  those  securities  in  the  Russell  2000 
with  a  greater-than-average  growth  orientation.  Investment  results  assume  reinvestment  of  dividends.  You  cannot  invest  in 
an  index. 

For  more  complete  information,  including  management  fees,  expenses,  and  the  special  risks  associated  with  investing  in 
The  Emerging  Growth  Fund,  call  Robertson  Stephens  Funds  for  a  prospectus.  Please  read  it  carefully  before  investing. 
Investing  in  smaller  companies  can  involve  more  volatility.  Returns  quoted  are  for  Class  A  shares.  Another  class  of  shares 
is  available  whose  performance  will  differ  due  to  different  charges  and  expenses.  Edgewood  Services,  Inc.,  distributor. 
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Bringing 


Fund      Manager 


forward 

By  Virginia  Postrel 


Eco-contradictions 


Despite 
its  ascetic 
ideology,  the 
environmental 
movement 
thrives  on 
wealth  and 
pleasure. 


In  October  eco-terrorists  struck  in 
Colorado.  Their  target  wasn't  a  tradi- 
tional bad  guy:  not  a  logging  operation, 
an  oil  rig,  a  dam  or  a  whaling  ship.  It  was 
a  ski  resort. 

The  Earth  Liberation  Front  claimed 
responsibility  for  a  $12  million  fire  that 
destroyed  a  restaurant,  a  ski  patrol  office 
and  four  chair  lifts  at  the  Vail  Resort.  The 
group  vowed  that  "we  will  be  back  if  this 
greedy  corporation  continues  to  trespass 
into  wild  and  unroaded  areas." 

"Wild  and  unroaded  areas"  are  dear  to 
the  hearts  of  American  environmentalists. 
But  so  are  outdoor  sports,  including  skiing. 
Recreation  has  long  been  the  green  alterna- 
tive to  such  economic  activities  as  logging 
or  mining.  In  much  of  the  western  U.S., 
tourism  and  recreation  indeed  dwarf  tradi- 
tional extractive  industries. 

Now  environmentalists  are  getting  dis- 
illusioned with  recreation.  It  attracts 
crowds.  It  requires  infrastructure — ski  lifts, 
accessible  campgrounds.  It  encourages 
beautiful  landscapes  rather  than  authenticity 
or  biodiversity  or  other  ecological  goals.  It 
brings  "sprawl." 

These  anti-recreation  views  aren't  limited 
to  a  terrorist  fringe.  They're  widespread.  I 
heard  them  again  and  again  at  a  recent  con- 
ference with  a  bunch  of  mostly  sensible, 
innovative,  open-minded  environmentalists. 

"Now  that  the  timber  industry  is  practi- 
cally dead  on  the  national  forests,  many 
environmentalists  are  demonizing  'industri- 
al recreation'  on  public  lands,"  says  Randal 
O'Toole,  director  of  the  Thoreau  Institute 
in  Oregon  and  an  iconoclastic  environmen- 
talist who  has  long  criticized  the  U.S. 
Forest  Service.  "Basically  the  attitude  is 
that  no  one  should  be  allowed  on  public 
lands  unless  they  can  get  there  under  their 
own  power." 

This  sort  of  thinking  could  destroy  the 
popular  base  on  which  environmentalists 
depend.  Suburban  Sierra  Club  supporters 
aren't  about  to  give  up  their  skis  and  four- 
by-fours — much  less  their  vacations  in  the 
great  outdoors,  where  beauty  and  adventure 
are  as  important  as  ecological  preservation. 

Jet  skis,  snowmobiles  and  powerboats  have 


long  been  green  betes  noires.  They're  noisy, 
macho  and  blue  collar — not  the  choice  of  the 
cappuccino  crowd.  But  the  latest  target  of 
environmentalist  scorn  is  decidedly  upscale: 
the  high-priced  helicopter  flights  that  show 
tourists  the  glories  of  the  Grand  Canyon  and 
Hawaii's  volcanoes.  Under  pressure  from 
greens,  Senators  Daniel  Akaka  (D-Hawaii) 
and  John  McCain  (R-Ariz.)  have  backed  leg- 
islation to  restrict  the  tours. 

Helicopter  tours  appeal  to  visitors  with 
more  money  than  time,  those  who  aren't 
in  shape  for  long  hikes,  those  who  prefer 
air-conditioned  comfort  and  those  who 
want  a  bird's-eye  view  of  these  spectacular 
sites.  The  flights  offend  people  who  believe 
they  have  a  right  to  contemplate  nature 
undisturbed.  "We  must  move  quickly  to 
save  our  parks  from  the  din  of  machinery," 
former  Senator  Gaylord  Nelson,  the 
founder  of  Earth  Day,  writes  in  the  Los 
Angeles  Times. 

Blocking  the  majority  of  taxpayers  from 
enjoying  the  parks  they  supposedly  own  may 
please  those  who  prefer  a  nonpowered 
approach  to  nature.  But  these  more  physical 
types  may  have  their  fun  threatened,  too. 

Today's  outdoor  enthusiasts  don't  just 
enjoy  nature.  They  lust  after  gear:  high-tech 
rock-climbing  equipment,  "technical" 
clothing,  ingenious  backpacks,  weather- 
proof cameras.  Purists  sniff  at  such  con- 
sumerist  technophilia.  Under  the  umbrella 
of  "Teaming  with  Wildlife,"  nearly  3,000 
environmental  groups  are  campaigning  for  a 
5%  federal  excise  tax  on  outdoor  equip- 
ment, with  the  money  to  go  to  state  conser- 
vation programs.  They  sell  the  idea  as  a 
"user  fee,"  but  it's  really  a  sin  tax.  Most 
backpacks,  cameras  and  sport-utility  vehicles 
never  make  it  to  the  mountains.  And  if  you 
camp  without  fancy  gear,  you  get  the  bene- 
fit without  paying  the  "fee." 

Despite  its  ascetic  ideology,  the  environ- 
mental movement  thrives  on  wealth  and 
pleasure.  Its  great  power  comes  from  the  joy 
that  affluent,  leisure -rich  people  take  in  the 
outdoors.  "The  environment"  is  a  cherished 
consumer  good.  Republican  politicians  have 
learned  that  lesson  the  hard  way.  Greens 
mav  be  next.  M 
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for  many  years,  Bulgaria  was  called 
the  Rose  Valley  or  Europe.  Situated 
at  the  heart  of  the  Balkan  Peninsula, 
the  country  not  only  enjoys  a 
particularly  mild  climate  that  is  ideal 
for  agriculture,  but  it  is  also  strate- 
gically located  at  the  crossroads  between 
Europe  and  Asia. 

Bulgaria,  which  used  to  be  a  pre- 
dominantly agricultural  country,  was 
obliged  to  become  an  industry- 
oriented  economy  during  the  years  of 
the  Communist  regime.  All  those  years 
under  a  centrally  planned  economy 
had  almost  extinguished  the  spirit  of 
innovation,  and  the  people's  ability  to 
fight  for  their  own  survival  had 
virtually  disappeared. 

Breaking  the  Chains  of  the  Past 

#  As  with  all  the  countries  of  the 
former  Communist  bloc,  Bulgaria's 
economy  was  closely  tied  to  Comecon 
-  the  bloc's  trading  organization.  This 
command  economy  approach  meant 
that  specific  goods  were  produced  for 
specific  markets  without  taking  into 
account  the  basic  laws  of  supply  and 
demand. 

With  the  collapse  of  Communism, 
Bulgaria  lost  many  of  its  main  export 
markets.  Furthermore,  the  country 
suffered  from  international  embargoes 
against  Iraq  (whose  outstanding  debt 
to  Bulgaria  stood  at  US$2  billion)  and 
against  Serbia  and  Montenegro,  which 


blocked  Bulgaria's  trade  links  with 
Europe,  thus  causing  a  significant  loss 
of  transit  revenue. 

The  transition  to  democracy  and  a 
market  economy  was  painful  and 
traumatic.  Chronic  economic  crises, 
neverending  political  quarrels  and 
irresponsible  behavior  by  those  in 
power  kept  the  nation  divided,  even 
as  efforts  to  rebuild  the  economy  and 
stabilize  society  moved  forward. 
In  November  1996,  opposition 
candidate  Peter  Stoyanov  won  the 
presidential  election  and  set  a  simple  but 
idealistic  task  -  to  unite  the  Bulgarian 
nation.  This  44-year-old  lawyer  and 
former  deputy  minister  of  justice 
appeared  in  the  right  place  at  the 
right  time. 

Bulgaria  was  a  nation  that  badly 
needed  political  consensus  about 
the  path  it  should  follow,  as  well  as 
someone  to  unite  it.  Finally  its  wishes 
were  answered  when  a  charismatic 
president  put  national  interests  above 


everything  else  and  took  action 
immediately.  The  miracle  happened. 
Day  by  day,  the  number  of  people  who 
trusted  and  supported  their  president 
grew.  Before  long,  the  outside  world 
began  to  acknowledge  that  this  time 
Bulgaria  was  not  only  on  the  right 
path,  but  led  by  the  right  people. 

"After  45  years  of  political 
monologues  in  this  country,  I,  as  well 
as  most  other  politicians  here,  have 
recognized  the  need  for  political 
dialogue  -  an  ongoing,  honest  and 
open  exchange  with  the  population. 
What  has  changed  is  that  the  state  and 
politicians  have  regained  the  trust  of 
the  people.  I  believe  it  does  not  sound 
too  immodest  to  say  that  Bulgaria  has 
also  recovered  the  trust  of  the  rest  of 
the  world,"  says  Stoyanov. 

Building  the  Foundations 

After  Peter  Stoyanov  assumed 
power,  his  party,  the  UDF,  won  the 
parliamentary  elections  and  formed  a 
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government.  An  IMF-approved  currency 
board  was  introduced  on  July  1,  1997. 
Under  its  direction,  the  Bulgarian 
national  currency  -  the  lev  -  was  legally 
pegged  to  the  German  mark  (1000  lev 
=  1DM).  In  addition,  the  government, 
headed  by  Prime  Minister  Ivan  Kostov 
and  Deputy  Prime  Minister  Alexander 
Boshkov,  launched  an  ambitious  program 
named  Bulgaria  2001,  which  set  out 
the  reforms  the  government  intended 
to  introduce  over  the  next  four  years. 


Deputy  Prime  Minister  and  Minister  of 
Industry  Alexander  Boshkov 

The  establishment  of  the  currency 
board  and  the  rapid  implementation  of 
the  government's  economic  reform 
program  have  led  to  renewed  public 
confidence  in  the  financial  sector  and 
an  immediate  and  sharp  drop  in 
inflation  and  interest  rates.  The  fiscal 
deficit  has  shrunk  dramatically  (less 
than  3%  in  1997),  foreign  reserves 
have    more    than    tripled,    and    the 


economy  showed  signs  of  recovery  by 
the  end  of  1997. 

As  stability  returned,  the  com- 
mercial banks  regained  their  clients, 
and  the  specter  of  possible  bank 
failures  faded  away.  Success  soon 
followed.  For  example,  The  Banker,  the 
global  banking  monthly  published  by 
the  Financial  Times,  ranked  Bulgaria's 
Bulbank  No.  1  in  the  world  according 
to  its  profit-to-assets  ratio. 

"Bulbank  is  closing  its  books  for 
1998  with  truly  impressive  results. 
Indeed,  we  may  be  closing  an  entire 
chapter  in  the  history  of  the  bank," 
says  Chavdar  Kantchev,  chairman  and 
CEO.  "The  turnaround  of  Bulbank 
undertaken  by  management  in  the  early 
'90s  has  been  successfully  completed." 

Weathering  the  Economic  Storm 

Part  of  the  drive  behind  bringing 
Bulgaria's  regulatory  regime  in  line 
with  international  practice  has  been 
the  enactment  of  modern  insurance 
legislation  and  the  introduction  of  an 
up-to-date  tax  system  on  January  1, 
1998.  New  laws  on  foreign  investment, 
competition  protection  and  customs 
were  also  passed.  Amendments  to  the 
privatization  and  bankruptcy  laws 
were  adopted  to  help  the  Bulgarian 
privatization  agency  and  its  CEO, 
Zahary  Zeljazkov,  accelerate  the 
privatization  of  attractive  state-owned 
companies  and  the  liquidation  of  loss 
makers.  As  a  result  of  these  measures, 


Ilijan  Vassilev,  CEO  of  the  Foreign 
Investments  Agency,  expects  direct 
foreign  investments  to  flood  into  the 
country  in  the  years  ahead  despite  the 
economic  turbulence  engulfing  some 
countries  in  the  region  due  to  the 
crisis  in  Russia. 

Marin  Marinov,  deputy  minister  oi 
industry  and  a  member  of  the  Super- 
vision Board  of  Hebrosbank,  agrees:  "Ii 
is  very  important  for  investors  to  under- 
stand that  the  crisis  in  Russia  is  not 
really  impacting  Bulgaria  as  signifil 
cantly  as  before.  For  example,  90%  o 
our  wine  production  now  goes  to 
England  and  Holland,  where  yoi 
get  paid  in  cash.  That  never  happens  it 
Russia." 

The  tobacco  industry,  too,  i 
taking  the  Russian  crisis  in  stride 
"Bulgartabac  (a  huge  tobacco  compan 
being  offered  for  privatization)  is  on 
of  the  most  profitable  companies  in 
Bulgaria,"  explains  Marinov.  In  fact 
Bulgaria's  tobacco  industry  is  enor 
mously  successful.  As  Boyko  Kishko\ 
chairman  of  the  managing  board  o 
Bulgartabac,  explains,  "France's  entir 
tobacco  industry  produces  abou 
42,000  tons  of  tobacco  and  abo 
50,000  tons  of  cigarettes  annuall) 
whereas  our  maximum  production  i 
130,000  tons  of  tobacco  annually  an 
80,000  to  82,000  tons  of  cigarettes 
He  adds,  "We  sell  tobacco  through 
out  the  world.  Bulgarian  tobacco  i 
in  the  recipes  of  all  the  world's  majo 
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brands  -  Marlboro,  Rothmans  and 
R.J.  Reynolds'  brands,  as  well  as  those 
ofB.A.T." 

Building  a  Better  Bulgaria 

Bulgaria's  new  government  has  also  been 
active  in  improving  the  infrastructure 
of  the  country,  in  particular  the  con- 
struction and  transport  sectors.  According 
to  Transport  Minister  Vilhelm  Krauzs, 
these  sectors  are  expected  to  boom  with 
the  ports  of  Varna  and  Bourgas  set  to 
assume  major  roles  as  transshipment 
centers  for  the  Black  Sea  region.  And 
construction  projects  in  the  capital  of 
Sofia,  says  Mayor  Stephan  Sofianski, 
"are  likely  to  prove  very  attractive  to 
foreign  investors.  These  include  a  trans- 
portation system,  water  supply  system 
and  district  heating." 


The    worldwide    explosion    in    tele- 
communications is  impacting  positively 
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Bulgaria,  Europe's  most  prolific  rose 
grower,  exports  high-quality  blooms 
throughout  the  world. 

on  Bulgaria's  own  telecom  industry. 
Bulgarian  Telecommunications  Pic. 
(BTC)  is  planning  substantial  invest- 
ment in  its  infrastructure  on  the 
assumption  that  revenues  will  reach  at 
least  500  billion  lev  by  the  year  2000. 
According  to  the  company's  invest- 
ment plan  for  1998,  a  number  of  new 
services  and  proactive  marketing 
initiatives  are  due  to  be  launched  and 
will  be  subject  to  strict  financial  and 
technological  disciplines. 


President   of  BTC   Marian   Dragostinc; 
says    confidently    that,    "In    terms 
.inward    investment,    BTC    is    a    vet 
attractive    link    in    the    internatiom 
telecom  network  for  major  operator;) 
such  as  Global  One,  Deutsche  Telecon 
France   Telecom,   Unisource   or   PT 
Netherlands."  He  adds,  "We  can  offi 
very    reliable    bases    for    broadban 
communications  and  are  very  interest 
in  attracting  foreign  investors.  We  c 
not    want    to    be    just    a    telephor 
company,  pure  and  simple,  we  wou 
like   to   become   an   integrated   info 
mation  and   telecom   business."   Su 
ambitions  will,  inevitably,  provide  tr 
stimulus  for  higher  performance  an 
increased  profits. 


Fruits  of  Private  Initiative 

During  the  era  of  the  Socialist  bio' 
Bulgaria  specialized  in  high  technolog 
with  Bulgarian  IT  specialists  conside 
ed  to  be  among  the  smartest  and  mo 
inventive  in  the  world.  Of  greatc 
significance,  George  Soros,  a  majc 
investor  in  eastern  Europe,  chose  I 
invest  US$4  million  in  a  high-tec 
venture  that  would  rely  on  the  skills  < 
young  Bulgarian  IT  specialists. 

Such  an  expression  of  confident 
lends  credence  to  the  belief,  hel 
by  foreign  businesswoman  Lynde 
Grey,  CEO  of  Grey  &  Associate 
that  efforts  to  reform  the  econom 
and  society  look  quite  promising 
She  has  been  in  Bulgaria  since  198 
and  has  experienced  all  tr 
changes  taking  place.  "Unfortunate! 
it  has  not  moved  very  fa: 
and  it  has  not  exactly  been  a 
open  market  either.  This  governmer 
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wias  had  a  lot  of  problems  getting 
started,  but  they  are  moving  in  the 
Tight  direction.  I  am  very  optimistic 
About  the  future  of  Bulgaria."  she 
Comments. 

Although    the    spirit    of  private 
pntrepreneurship   was   suppressed   for 

nany    years,    young    and    ambitious 

business  people  from  the  private  sector 

proved,    in    recent    years,    that 

Bulgaria    can    quickly    turn    into    an 

merging  tiger  of  eastern  Europe, 
mir  Uzunov,  president  of 
Interservice  Uzunov,  a  large  wholesale 
;  ompany  with  a  branch  in  California, 
explains,  "My  company  is  successful 
because  it  gives  the  client  a  feeling 

>t  security.  We  do  not  take  any  money 

n  advance,  and  instead  provide 
■egular  maintenance,  both  after  sales 
ind  alter  guarantee.  This  gives  clients 
:he  opportunity  to  do  it  all  at  once 
ind  in  the  same  spot."  He  adds,  "You 
:an  do  clean  and  lair  business  in 
Bulgaria,  but  to  find  the  right  people, 
you  need  to  look  tor  private  companies." 
Krassimir  Mitev  and  Loukan 
Lukanov,  presidents  of  the  big 
.osmetics  company  Astera  AG,  cite 
;ome  important  advantages  to  doing 
Dusiness  in  Bulgaria  and  with 
Bulgarian      companies.      Comments 

■  Lukanov:  "For  investors  who  want  to 
;  Denetrate  the  markets  of  the  CIS 
'  [Confederation  of  Independent  States) 

■  ind  eastern  Europe,  Bulgaria  presents 
vi     twofold     advantage.      It     has     a 

traditional    presence    in    all    of  these 

:  :ountries,  and  Bulgarian  products  are 

"very  well  known  there." 

The   cosmetics    company    operates 

I  two  plants  with  huge  capacity.  "If  our 

cwo   plants   work    three   shifts   for   a 

period  of  three  weeks,  they  will  satisfy 

the   domestic   demand   for   one   year. 

Our  production  capacities  are  equal  to 

chose  of  SmithKline  Beecham  for  all  of 

Europe,"  adds  Mitev. 
| 

[Investing  in  Success 
Some     of    the     success     stories     in 
Bulgarian  business  come  from  former 
state-owned  companies,  which  boosted 
their  potential  by  implementing  the 
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practices  of  innovative  private 
management.  The  construction  sector 
is  an  excellent  example,  and  many 
companies  have  performed  quite  well 
—  even  during  the  years  of  economic 
collapse.  Nikolai  Yanakiev,  chairman 
of  the  board  of  directors  of  con- 
struction company  Glavbolgarstroy, 
explains:  "Generally,  our  markets  are 
the  former  Soviet  Union  republics. 
Our  strategy  is  to  penetrate  the 
construction  markets  of  the  Near  and 
Middle  East  and  Africa.  The  fact  that 
we  are  a  fully  privatized  company  and 
enjoy  the  confidence  of  our  bankers 
contributes  to  our  competitiveness." 

In  other  instances,  the  potential  of 
some  privatized  companies  has  been 
improved  by  investing  in  recent 
technologies.  Siconco,  another  con- 
struction company,  is  a  prime  example 
of  this.  Chairman  Dantcho  Lazarov 
comments,     "We     have     up-to-date 


Ninety  percent  of  the  production  from  Bulgaria's  flourishing  vineyards  is  exported  t 
England  and  Holland. 


technology,  using  equipment  bought 
from  Germany  for  the  production  of 
window  frames.  Our  window  frames 
and  window  units  are  made  to  the 
highest  standards."  In  addition,  Lazarov 
cites    Siconco's    competitive    product 


GLAVBOLGARSTROY 


The  Ba. 
leader  i. . 
construction 


W^ 


3-6.  Domyanttco  St. 
1619  Soda      ■ 

Bulgaria 


prices  as  another  attractive  advantag    I  . 

On  the  other  hand,  Bulgaria  falM. 
significantly  behind  European  UnicBr 
countries  in  attracting  direct  forei^l., 
investment.  But  most  of  the  pioneejl.... 
of  foreign  direct  investment  in  Bulgar,  I . 
can  claim  success  -  both  for  themselv ,  j  , 
and  the  region  where  they  invested. 

Some  five  years  ago,  U.S.  comparH  ^ 
American    Standard    bought    Vidinm, 
Ideal,  a  company  producing  pipeliijl-.. 
taps  and  valves  in  Sevlievo.  Americ 
Standard    modernized    the   plant   ar 
invested    heavily    in    advanced    tec] 
nology.  Now  there  is  no  unemplo 
ment  in  this  small  town,  and  worke 
enjoy      competitive      salaries      ar 
attractive    working     conditions, 
short,  the  infrastructure  of  the  tow 
has  been  revitalized. 

Other  companies  —  most  of  the  I 
well  represented  in  European  marke    (.  , 


-  are  looking  for  new  partners.  Am 
Glavinova,     executive     director 
Polimeri,  a  recently  privatized  chemic 
company     is    a    huge    producer 
ethylene    dichloride,    caustic    sod 
polyvinyl  chloride,  hydrochloric  ac 
and       other       products,       explain 
"Unfortunately,    Polimeri    is    not    y 
well  known  to  the  American  mark 
because  almost  all  our  production 
exported    to    Europe.    But    we    a 
extremely  interested  in  talking  wii 
potential  partners  in  the  U.S.  Amor 
our    company's    advantages    are    tl 
strategic    location   of  the   plant,   01 
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excellent  facilities,  the  qualified  staff, 
the  high  quality  of  our  products  and 
the  range  ot  applications." 

For  private  companies  like  these, 
education  and  training  are  a  priority. 
"We  sponsor  young  people  to  study  at 
the  most  prestigious  universities  in 
the  world.  Some  of  them  already  work 
in  our  corporation  at  management 
level. "  says  Iliya  Pavlov,  president  of 
Mulrigroup,  a  holding  company  with 
interests  in  many  sectors. 

YTbe  Future  Looks  Bright 
As  Bulgaria  makes  the  transition  to  a 
market  economy,  the  country  is  careful 
to  learn  from  past  mistakes.  Bulgaria's 
ruling  party,  the  UDF,  faces  no  serious 
political  threat  from  the  opposition. 
With  macroeconomic  stabilization 
being  achieved  and  the  currency  board 
under  no  real  pressure,  the  focus  of 
economic  reform  is  concentrated  on 
privatization,  boosting  exports  and 
economic  growth. 

According  to  government  plans, 
the  process  of  privatization  should  be 
completed  within  the  next  two  to 
three  years.  During  this  time,  the 
budget  is  expected  to  be  balanced, 
'■  although  a  2%  deficit  may  occur  due 
to  government  plans  to  implement  an 
ambitious  investment  program.  The 
second  stage  in  tax  reform  is  to  be 
carried  out  with  a  tax  cut  taking  the 
spotlight.  It  is  important  to  note  that 
along  with  the  change  in  political  and 
economic  systems,  people's  minds  and 
beljefs  have  changed  as  well. 

Vassil  Vassilev  of  Vassilevi  Bros, 
graphically  illustrates  these  cultural 
and  economic  changes:  "In  1996, 1  was 
looking  to  invest  US$5  million  in  a 
long-term  project  with  an  adequate 
return  and  a  reasonable  level  of  risk. 
After  searching  for  six  months 
throughout  eastern  Europe,  I  bought  a 
factory  in  Bulgaria."  He  adds  that  "the 
logic  was  compelling  -  the  country 
offered  me  the  best  balance  between 
price  and  productivity  of  the  labor 
force.  In  1998,  turnover  at  that  factory 
will  reach  US$20  million,  which  is  an 
excellent  return  on  my  investment." 


Indeed,  the  Bulgarian  government 
is  selling  factories  with  established 
markets  and  revenues  at  prices  ranging 
from  US$1  million  to  US$100 
million.  This  offers  exceptional  value, 
as  asking  prices  represent  between  six 
and  12  months'  turnover.  With  such 
bargains  to  be  had,  Bulgaria  looks  set 
to  become  a  veritable  gold  mine  in  the 
21st  century.  m 
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Ancient  roads  have  crossed 

Bulgaria  for  centuries. 

Today,  modern  telecommunications 

highways  give  you  new  possibilities. 


The  modern  telecommunications  hishways  of  DON-infra- 
structure  of  the  Bulsarian  Telecommunications  Company 
provide  you  with  excellent  possibilities  to  save  time  and 
reduce  distances. 

BTC  builds,  operates  and  maintains  telecommunications 
networks  and  information  systems.  It  offers  national  and 
international  telecommunications  and  information  ser- 
vices and  develops  commercial  activities,  marketing  and 
engineering  in  the  field  of  telecommunications. 

The  DON  Project  guarantees  reli- 
able  coherence,   excellent 
information    infrastruc- 
ture   and    modern 
telecommunica-         ^ 
tions  services. 


RELIABL 


TELECOMM_ 

ARIA,  1606  SOFIA,  8  TOTLEBEN  BLVD. 
FAX:  (  +  +  359  2)  875  885,  TELEX  24199 

http://www.btc.bg 
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Watch  out,  Michael  Dell.  Christy  Jones  is  out  to  change  the  way  personal 
computers  are  sold.  That's  $70  billion  and  counting. 


By  Daniel  Lyons 


IT'S  100  DEGREES  AT  NIGHT  in 
downtown  Austin,  Tex.,  but 
29-year-old  Christina  Jones 
doesn't  mind  the  heat.  She's 
throwing  a  bash  for  her  190 
employees  at  a  joint  called  the 
Speakeasy  in  an  evening  full  of 
swing  music.  They're  celebrating  a 
deal  reported  to  be  worth  $30  mil- 
lion or  so  that  pcOrder.com,  Inc. 
just  closed  with  Ingram  Micro  Inc., 
the  world's  largest  computer 
distributor. 

Across  town,  Michael  Dell  is  not 
trembling  in  his  shoes,  but  he  is  cer- 
tainly noticing.  Jones  is  trying  to 
revolutionize  the  way  personal  com- 
puters are  sold  over  the  Internet, 
and  undo  the  extraordinary  advan- 
tage Dell  Computer  Corp.  gains  by 
selling  direct  to  the  customer.  When 
you  buy  from  Dell,  you  pick  up  the 
phone  or  go  to  the  Web  site,  order 
what  you  want,  sit  back  and  wait  a 
week  or  so  for  the  boxes  to  arrive. 

Compaq  Computer  Corp.,  IBM 
and  Hewlett-Packard  Co.  have  lost 
ground  to  Dell  because  they're  sad- 
dled with  the  traditional  way  of 
moving  merchandise  through  dis- 
tributors and  dealers.  Inserting  a 
middleman  increases  costs  and  often 
leads  to  unbalanced  inventories. 

PC  makers  are  not  about  to  drop 
their  distributors  and  resellers:  They 
still  move  most  of  the  goods.  But 
pcOrder  lias  found  a  valuable  role  to 
fill — making  the  distribution  channel 
more  efficient. 

Its  technology  lets  corporate  cus- 
tomers go  to  the  Web  and  choose 
the  features  they  want — from  the 
speed  of  a  microchip  to  the  hard- 
disk  space — with  just  a  few  clicks  of 
the  mouse.  PC  dealers,  using  Jones' 
database,  can  instantly  scan  600,000 
different  parts  from  1 ,000  manufac- 
turers and  find  out  what's  in  stock 
and  at  what  price.  They  then  elec- 
tronically pass  the  order  on  to  the 
distributor,  which  forwards  it  to  the 
PC  maker. 

This  doesn't  cut  out  the  middle- 
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man,  but  it  makes  him  more  effi- 
cient. Computer  manufacturers  can 
also  use  pcOrder's  software  to  set 
up  their  own  Web  sites  and  take 
orders  directly  from  customers — as 
Dell  does. 


PcOrder's  software  is  a  practical 
outgrowth  of  artificial  intelligence 
(Al)  that  allows  its  software  to  "rec- 
ognize" which  of  the  thousands  of 
computer  parts  will  work  together 
best.  Jones  herself  is  part  of  a  new 
generation  of  hus- 
tling entrepreneurs 
who  are  finally 
making  good  on 
the  pie-in-the-sky 
promises  of  Al  (see 
following  story). 
Instead  of  trying 
to  solve  the  mys- 
teries of  the 
human  mind,  she 
and  her  peers — 
many  of  them  pro- 
teges of  Stanford 
University  profes- 
sor and  Al  pioneer 
Edward  Feigen- 
baum — arc  search- 
ing for  practical 
answers  to  specific 
problems. 

Compaq,  HP  and 
IKM  sold  nearly 
$70  billion  worth 
of  res,  servers  and 
laptops  in  1997, 
almost  all  of  it 
through  distribu- 
tors and  dealers. 
But  they  are  hob- 
bled in  competing 
with  Dell,  which 
keeps  gaining 

ground  on  them, 
because  Dell  has  a 
faster,  cheaper  and 
more  efficient  dis- 
tribution system, 
dealing  directly 
with  customers 
and  using  electron- 
ic commerce. 

The  stakes  are 
enormous.  The 
market  for  busi- 
ness-to-business 
electronic      com- 


merce, including  but  not  exclusive 
to  computers,  will  grow  from  $8  bil- 
lion in  1997  to  $327  billion  in 
2002,  according  to  Forrester 
Research. 

Jones  got  the  idea  for  pcOrder  in 
1994.  She  had  cofounded  Austin- 
based  Trilogy  Software,  Inc.  in 
1989,  now  an  estimated  $100  mil- 
lion-plus company,  with  fellow  Stan- 
ford student  Joseph  Liemandt  and 
three  other  young  partners  (Forbes, 
June  3,  1996).  Trilogy  was  produc- 
ing software  for  businesses  that  build 
products  with  lots  of  parts  and  lots 
of  different  ways  of  configuring 
them — Unix  workstations  for 
Hewlett-Packard,  777s  for  the 
Boeing  Co.  Jones  figured  the  tech- 
nology would  work  just  as  well  for 
slapping  together  PC  systems.  So  she 
sold  back  all  her  shares  in  Trilogy  to 
Liemandt  in  exchange  for  access  to 
his  technology  and  some  financial 
support  for  her  new  company. 

Compaq,  HP  and  IBM  have 
licensed  pcOrder  software.  So  have 
the  three  largest  U.S.  PC  distributors, 
Ingram  Micro,  Tech  Data  Corp.  and 
Pinacor,  Inc.  Last  year  pcOrder  lost 
$1.1  million  on  revenues  of  $10.6 
million;  this  year  revenues  should 
double  while  the  losses  continue. 
But  never  mind.  "The  grand  vision 
is  to  have  every  single  computer 
bought  using  pcOrder  technology," 
Jones  says. 

That's  going  to  be  next  to  impos- 
sible because  some  companies  just 
won't  jump  on  board.  But  even  if 
she  gets  most  big  players,  she'll  be 
able  to  gather  data  about  buying 
habits  and  trends — and  use  the 
information  to  forecast  demand. 
Stuff  worth  a  gold  mine  to  pc 
makers  and  distributors.  "We  could 
become  the  A.c.  Nielsen  of  the  com- 
puter industry,"  says  Ross  Cooley, 
the  57-year-old  computer  industry 
dealmaker  whom  Jones  hired  away 
from  Compaq  two  years  ago  as 
chairman  and  chief  executive  of 
pcOrder. 


artificial  intelligence 
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:s'  original  business  plan  was 
.  d  her  own  Web  site  and  act  as 
a  sales  agent  for  computermakers, 
taking  a  commission  for  each  sale. 
Distributors  were  horrified;  they  saw 
pcOrder  as  a  competitor.  When  the 
distributors  yell,  the  PC  makers  pay 
attention. 

While  pitching  the  idea  to  Compaq, 
Jones  ran  into  Cooley,  who  was  then 
running  Compaq's  North  American 
operations.  "I  just  sat  there  with  light- 
bulbs  going  off,"  Cooley  recalls.  "I 
realized  that  if  you  just  changed  things 
a  little  bit,  there  could  be  this  tremen- 
dous potential  for  PC  makers  to  level 
the  playing  field  and  compete  against 
the  direct  guys." 

Cooley  persuaded  Jones  to  change 
the  business  plan.  Instead  of  setting 
up  her  own  electronic  storefront, 
pcOrder  would  provide  storefronts 
for  individual  manufacturers  and 
dealers. 

Jones  persuaded  Cooley  to  come 
on  board  in  exchange  for  a  7%  stake 
in  pcOrder.  After  18  years  at  IBM  and 
14  years  at  Compaq,  retirement  was 
looming  for  Cooley.  He  welcomed 
the  new  challenge. 

They  make  an  impressive  pair:  he, 
the  smooth  industry  veteran  who 
can  charm  open  the  doors  of  board- 
rooms; she,  the  demure-seeming 
entrepreneur  with  cover-girl  looks 
who  packs  an  intellectual  wallop. 

One  of  their  first  joint  sales  calls, 
Cooley  recalls,  was  to  the  chief  exec- 
utive of  a  leading  computer  manu- 
facturer with  sales  in  the  tens  of  bil- 
lions. The  exec  liked  the  software, 
but  he  didn't  want  to  buy  a 
license — he  wanted  to  acquire  the 
whole  company.  How  much — he  fig- 
ured— could  it  take  to  buy  a  soft- 
ware company  with  sales  of  a  few 
million  and  no  earnings? 

When  Jones  politely  said  the  com- 
pany wasn't  for  sale,  the  chief  exec- 
utive leaned  back  in  his  chair  and 
explained  to  young  Miss  Jones  that 
everything  in  the  whole  wide  world 
was  for  sale  at  the  right  price.  In  that 
case,  said  Jones,  she  would  accept  $1 
billion.  The  exec  looked  Jones  in  the 
eye.  Jones  stared  right  back. 

She  wasn't  bluffing.  "You  know," 
the  chief  said  at  last,  "you  are  very 
effective." 

She  has  to  be.  Despite  its  momen- 
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As  the  daughter  of  a  surgeon  in 
Santa  Barbara,  Calif.,  Christy  Jones 
spent  her  free  time  playing  tennis  and 
taking  ballet — an  unlikely  start  for 
one  of  the  nation's  smartest  young 
software  entrepreneurs. 

"One  day  when  I  was  19, 1  said  to 
myself,  'Look,  you  can  either  go  out 
with  your  friends  and  have  fun  and  a 
social  life,  or  you  can  have  work,  but 
you  can't  have  both,'"  she  recalls.  "I 
chose  work,  because  I  knew  it  would 
ultimately  make  me  happier." 

And  work  she  has.  Though  she 
will  be  at  least  a  multimillionaire 
when  pcOrder  goes  public,  Jones 
lives  in  a  rented  two- 
bedroom  apartment,        She's  most 
five  minutes  from  her       herself 
office  in  Austin.  Her         explaining 
main  indulgence  supply- 

seems  to  be  a  five-  chain 

year-old  BMW  32  5i  reengineer- 

convertible.  She  logs         ing. 
more  than  100,000  «■ 


miles  a  year  on  American  Airlines, 

leaving  little  rime  for  boyfriends  or 

social  life.  Business  dinners  occupy 

many  evenings,  interviews  with  job 

candidates  many  weekends. 

There  are  sales  calls  to  be  made, 
novice  reps  to  train,  new  hires  to 
indoctrinate.  Somehow,  she  manages 
to  squeeze  in  some  tennis  and  exer- 
cise classes  with  a  private  trainer.  In 


turn,  pcOrder  is  hardly  a  guaranteed 
winner.  While  the  major  PC-makers 
and  distributors  are  on  board,  only 
about  5,500  salespeople  actually  use 
the  software;  approximately  45,000 
remain  to  be  convinced  that  order- 
ing PCs  over  the  Web  beats  doing 
business  over  the  phones  and  faxes. 
It's  a  hard  sell.  PcOrder  recently 
spent  several  hundred  thousand  dol- 


lars on  a  direct- mail  marketing  cam- 
paign that  flopped.  "We  spent  four 
times  more  per  lead  than  the  cost  of 
the  software  itself,"  Jones  complains. 
Okay,  back  to  the  drawing  board. 
Now  pcOrder  is  hiring  an  army  of 
young  sales  reps,  most  fresh  from 
college,  to  call  on  dealers  directly. 
They're  led  by  Scott  Kamieneski,  37. 
a  former  top  salesman  at  SAP  Ameri- 
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3en-X  entrepreneur 


November,  she  went  to  Hawaii  for 
her  hrst  real  vacation  since  her  senior 
year  at  Stanford  University.  She  seems 
most  herself  when  she  grabs  a  pen 
and  starts  scribbling  diagrams  on  a 
napkin  and  explaining  the  economics 
of  supply-chain  reengineering. 

If  Jones  doesn't  have  much  time 
for  play  she  does  appreciate  its 
importance  in  motivating  people. 


She  puts  on  Friday  afternoon  keg 
parties  at  pcOrder  and  keeps  a  w  ell 
stocked  kitchen  there.  The  company 
keeps  a  2 1  -foot  Sea  Ray  speedboat 
for  watcrskiing  on  nearby  Lake- 
Austin,  and  two  Kawasaki  jet  skis. 
She  promises  the  whole  company — 
now  190  employees — a  Caribbean 
cruise  if  all  groups  meet  year-end 
goals.  Recently  she  gave  S5,()0() 


"I  knew  bonuses  to  employees 

that  work         who  successfully 
would  ulti-       recruited  a  program- 
mately  mer,  and  entered  their 

make  me         names  in  a  raffle  for  a 
happier."  Porsche  Boxster.  And 

mbhh  a  week  before  the 

annual  pcOrder  prom, 
she  hired  dance  instructors  to  give 
lessons  in  the  headquarters  lobby. 
The  company  even  had  a  tuxedo 
rental  shop  to  come  to  the  office  and 
give  individual  fittings. 

But  it's  clear  that  work  itself  is 
w  hat  turns  Jones  on.  She  yawns  as 
she  strolls  past  a  Mercedes-Benz 
dealership.  "It's  pretty,  I  guess,"  she 
says  of  a  silver  S-Class  sedan  gleam- 
ing behind  the  plate  glass  window, 
but  has  no  interest  in  owning  it.  She 
has  no  plans  to  build  a  trophy  house 
in  the  hills  along  with  the  other 
new  ly  rich  outside  the  city.  "Maybe 
in  ten  years  or  something,"  she  says, 
"if  I  ever  settle  down  and  have  kids." 
-D.L.  ■ 


ca.  Inc.  who  recendy  joined  pcOrder 
as  vice  president  of  sales. 

The  software  also  needs  a  little 
tinkering.  In  a  recent  marketing 
meeting  pcOrder  staffers  covered 
the  walls  with  Post-it  Notes  describ- 
ing the  results  of  a  customer  survey. 
The  software  is  too  slow,  users  com- 
plained. And  it  doesn't  let  them 
send    quotes    via    E-mail.    Some 
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pcOrder  customers  still  prefer  print- 
ed catalogs  from  PC  makers.  Perhaps 
with  good  reason,  since  pcOrder  has 
had  trouble  with  data  reliability. 
Jones  insists  that  problem  has 
been  fixed. 

•  PcOrder  has  filed  to  go  public 
sometime  late  this  year  or  in  early 
1999,  hoping  to  raise  $35  million. 
News  of  that  big  deal  with  Ingram 


Micro  will  help  move  the  issue. 

PcOrder  has  one  giant  thing 
going  for  it:  Unless  Dell's  competi- 
tors can  make  their  distribution 
more  efficient,  there  will  be  no  stop- 
ping the  juggernaut  from  Austin. 
"Every  time  the  quarterly  numbers 
come  out  and  Dell  outperforms 
everybody  else,  the  urgency  goes  up 
another  notch,"  says  Jones.  Si 
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While  others  dream  of  the  grand  promise  of  artificial  intelligence,  Edward 
Feigenbaum  and  his  disciples  are  using  it  to  turn  out  products  and  make  money. 


By  Daniel  Lyons 


On  a  recent  visit  to  the  doctor,  Edward 
Feigenbaum  had  the  eerie  experience  of 
seeing  one  of  his  inventions  used  in  a  way 
he  never  expected:  His  25-year-old  concept 
was  being  used  to  diagnose  a  problem  with 
his  own  breathing. 
"It's  using  artificial  intelligence"  the  doctor  patiently 
explained  about  the  spirometer,  which  measures  airflow 
"Oh,  I  see,"  said  Feigenbaum. 

A  professor  of  computer  science  and  co-scientific  director 
of  the  Knowledge  Systems  Laboratory  at  Stanford  Univer- 
sity, Feigenbaum  is  a  pioneer  of  artificial  intelligence — the 
science  of  making  machines  think  like  humans.  Literally 
dozens  of  applications  have  their  roots  in  the  Stanford  lab 

Artificial 
intelligence 
gets  real 

he  started  in  1965,  and  in  related  software  programs  that 
solve  complex  problems  the  same  way  human  experts  do. 

Feigenbaum  was  the  first  person  to  realize  that  human 
intelligence  springs  not  from  rules  of  logic  but  from  knowl- 
edge about  particular  problems  (whether  it's  chemistry  or 
auto  mechanics  or  writing  magazine  articles)  and  about  the 
world  in  general.  For  a  computer  to  think  the  way  a  human 
does,  Feigenbaum  theorized,  it  would  have  to  know  all  of 
the  commonsense  tilings  that  people  take  for  granted — that 
a  ball  thrown  in  the  air  will  return  to  earth,  for  example;  or 
that  a  cup  holding  liquid  should  be  carried  right-side  up. 

There  are  millions  of  such  "rules."  Coding  them  all  into 
a  computer  is  intensely  time-consuming.  Douglas  Lenat,  a 
Feigenbaum  protege  at  Stanford,  has  spent  15  years  coding 
commonsense  rules  into  software.  He  figures  it  will  take 
another  25  years  for  his  company,  Austin,  Tex. -based 
Cycorp,  to  finish  the  job.  "It's  not  particularly  glorious 
work,"  says  Lenat.  "I  figured  I'd  bite  the  bullet  bee 


nobody  else  was  going  to." 

Lenat  is  constructing  a  massive  "expert  system."  If  hd 
succeeds,  sometime  around  2025  he  will  produce  what  hn 
calls  "a  generally  intelligent  artifact"  that  can  think  like  ;| 
human.  "The  big  enchilada,"  is  what  Feigenbaum  calls  it.  [ 
That's  for  the  future.  For  now  the  practical  application 
of  Al  are  concerned  not  with  replicating  human  intelligence 
but  recreating  small  pieces  of  it.  Feigenbaum-inspired  experj 
systems  are  used  to  design  buildings  and  sell  products  ovej 
the  Web.  They  configure  airplanes  and  personal  computer! 
and  scan  the  ocean  for  enemy  submarines.  They  troublel 
shoot  problems  in  copy  machines  and  make  Web  browser  J 
easier  to  use.  And,  of  course,  diagnose  Prof.  Feigenbaum' | 
breathing  problems. 

Says  Feigenbaum,  62:  "I'm  not  interested  in  theoretical 
concepts.  I  like  to  see  my  work  used  in  thif 
real  world."  So  much  so  that  he  often  invest! 
in  companies  started  by  his  proteges  and  haj 
done  so  well  at  it  that  he  lives  in  San  Fran] 
cisco  on  a  scale  more  fitting  to  a  businesj 
magnate  than  a  university  professor. 

That  practical  bent  has  sometimes  causecl 
colleagues  to  underestimate  his  work.  Hc'l 
invented  the  first  expert  system  in  1967,  ail 
Al  program  that  could  determine  the  molecj 
ular  structure  of  chemical  compoundsl 
Feigenbaum  practically  got  hooted  when  hf[ 
gave  a  demonstration  at  a  national  confer  I 
ence.  "Ed,  that  sounds  like  great  chemistry,'! 
a  scientist  in  the  audience  scoffed,  "but  \vha| 
does  it  have  to  do  with  Al?" 

After  all,  Al  wasn't  about  analyzing  chem  | 
ical  compounds.  It  was  about  creating 
working  model  of  the  human  mind.  Al  wal 
conceived  in  1950  by  the  brilliant  British  mathematician 
Alan  Turing,  who,  before  his  tragically  early  death  at  41 
published  a  paper  best  known  as  "Can  a  Machine  Think?' 
If  computers  could  be  programmed  to  reason  like  people] 
imagine  what  we  could  learn  about  human  intelligence. 

But  early  groundbreaking  work  (see  time  line,  p.  180] 
didn't  advance  the  ball  very  far.  Al  researchers  were  teach 
ing  computers  to  solve  logic  puzzles  and  play  chess.  T( 
Feigenbaum  these  were  "toy  problems."  So  what  if  a  com 
puter  could  move  pieces  around  a  chessboard?  "Get  ou 
into  the  real  world  and  solve  real-world  problems,"  Feigen 
baum  told  an  audience  at  Carnegie-Mellon  University. 

Thirty  years  later  researchers  are  nowhere  close  to  creat  I 
ing  a  truly  intelligent  machine — chess  machines  are  just  that  | 
chess  machines.  Just  ask  any  of  the  investors  and  ventur 
capitalists  who  backed  ambitious  Al  projects  in  the  1980s. 
Feigenbaum  succeeded  by  thinking  small.  Unlike  hi 
rivals,  he  didn't  set  out  to  recreate  all  of  human  intelligeno 
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It's  as  if  the  term  "the  great 
outdoors"  was  invented  for  West  Virginia.  The 
majestic  mountain  scenery  has  been  known  to 
inspire  a  passion  for  nature  in  even  the  most 
jaded  urbanite.  The  countryside  can  take  your 
breath  away,  so  the  next  time  you're  driving 

u  Motor  Manufac 


We*l    Virginia.  USfx 


through  this  natural  wonder,  do  what  the  locals 
often  do.  Stop  the  car  and  see  what  the  moun- 
tain air  will  inspire  in  you. 

Of  course,  if  you  happen  to 
be  driving  a  Toyota  through  the  Mountain  State 
in  the  near  future,  you  may  have  the  advantage 
of  some  local  passion  right  there  with  you. 

That's  because,  in  West 
Virginia,  people  will  soon  be  producing  Toyota 
engines  at  a  brand-new  manufacturing  plant 
in  Putnam  County.  By  the  time  it's  fully  oper- 
ational, this  $900  million  plant  will  have  the 
capacity  to  build  500,000  engines  and  360,000 
transmissions  per  year,  using  many  U.S.  parts. 

Local  people  manufacture 
Toyota  vehicles  and  components  in  25  coun- 
tries around  the  world.  It  helps  the  products  we 
sell  answer  the  special  needs  of  all  our  drivers, 
wherever  they  may  be. 

Here  in  America,  our  sec- 
ond-largest manufacturing  base,  Toyota  has 
invested  nearly  $8  billion  in  manufacturing, 
research  and  design. 

Local  investment.  It's  the 
engine  for  growth  in  West  Virginia  -  and  in 
communities  around  the  world. 

TOYOTA   People  Drive  Us 
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James,  54,  and  Janet  Baker,  52 
Founders,  Chief  Executive  and  Presi- 
dent, Dragon  Systems,  Inc.,  Newton, 
Mass. 

Prior  life:  The  Bakers  started  work  on  a 
speech  recognition  system  25  years 
ago  as  graduate  students  at  Carnegie- 
Mellon.  The  company:  Dragon's  main 
software  product,  NaturallySpeaking,  is 
one  of  the  hottest-selling  PC  applica- 
tions this  year.  America  Online  is  tout- 
ing it  as  a  way  to  chat  online  without 
having  to  type.  What  the  product  does: 
NaturallySpeaking  uses  Al  techniques 
to  recognize  spoken  words  and  trans- 
late speech  to  text  without  requiring  a 
user  to  pause  .  .  .  between  .  .  .  words. 
While  not  100%  accurate,  it's  close 
enough  for  lawyers  and  doctors  who 
need  a  fast  dictation  tool. 


in  a  computer.  His  idea  was  to  take  a 
particular  expert — a  chemist,  an  engi- 
neer, a  pulmonary  specialist — and 
figure  out  how  that  person  solved  a 
single  narrow  problem.  Then  he 
encoded  that  person's  problem-solving 
method  into  a  set  of  rules  that  could 


be  stored  in  a  computer. 

In  case  after  case  it  turned  out  that 
computers  could  do  as  good  a  job  in 
these  highly  specialized  tasks  as 
humans  could,  if  not  better.  Further- 
more, expert  systems  didn't  retire,  quit 
or  go  stale — which  meant  companies 
could  preserve  the  expertise  of  their 
best  specialists.  Better  yet,  expert  sys- 
tems could  combine  the  knowledge  of 
several  specialists  and  take  on  jobs  that 
no  single  human  could  tackle  alone. 

As  a  boy  in  North  Bergen,  N.J., 
Feigenbaum  was  fascinated  by  a  hand- 
cranked  mechanical  calculator  his 
father  used  in  his  accounting  practice. 
In  the  mid-1950s  Feigenbaum  studied 
at  Carnegie-Mellon  with  Herbert 
Simon  (Forbes,  Nov.  16),  who  was 
conducting  the  first  research  into  arti- 
ficial intelligence.  Feigenbaum  recalls 
Simon  announcing  to  the  class  one  day 
that  he  and  his  colleague  Allen  Newell 
had  invented  a  thinking  machine. 

To  help  explain,  Simon  handed  out 
a  manual  for  an  early  IBM  computer. 
Feigenbaum,  then  19,  stayed  up  all 
night  reading  the  manual.  "By  the  next 
morning,  when  the  sun  came  up,  I  was 
born  again,"  he  says.  "Here  was  this 
beautiful  modern  electronic  version  of 
what  I  was  so  intrigued  with  as  a  kid — 
that  little  mechanical  calculator  of  my 
dad's.  And  furthermore,  Herb  Simon 
had  said,  'I'm  going  to  show  you  how 
to  make  them  think.'  " 

With  Simon  as  his  advisor,  Feigen- 
baum completed  a  Ph.D.  in  industrial 
administration — there  was  no  such 
thing  as  computer  science  in  those 
davs — at  Carneeie-Mellon.  Even  then 


Al  was  breaking  up  into  specializa- 
tions— machine  vision,  speech  recog- 
nition, robotics.  Feigenbaum  went  to 
Stanford,  where  he  focused  on  expert 
systems.  Working  with  colleagues  in 
other  departments,  he  created  applica- 
tions in  organic  chemistry,  molecular 
biology  and  medicine.  In  the  late 
1970s  Feigenbaum  took  his  work  to 


Monte  Zweben,  34 

Founder  and  Chief  Executive,  Blue  Marti- 
ni Software,  San  Mateo,  Calif. 
Prior  life:  After  studying  with  Feigenbaum 
at  Stanford,  Zweben  built  an  expert 
system  at  NASA  that  scheduled  mainte- 
nance for  the  space  shuttle;  used  that 
technology  to  launch  his  first  Al  startup, 
Red  Pepper  Software,  which  he  sold  for 
$250  million  in  1996.  The  company: 
Using  the  Web,  Blue  Martini  helps  retail- 
ers recognize  consumer  buying  habits. 
What  the  product  does:  Zweben's  Al- 
based  software  sifts  through  enormous 
amounts  of  data  to  detect  purchasing 
patterns;  from  those  patterns  it  makes 
inferences  about  which  people  are  most 
likely  to  buy  certain  products. 


dreams 


^  - 


1950:   Can 

a  Machine 
Think?"  by 
British 
mathemati- 
cian Alan 
Turing 
kicks  off 
the  Al  Al  father:  Turing 

revolution. 

1950-60:  Allen  Newell  and  Her- 
bert Simon  of  Carnegie-Mellon 
produce  the  first  Al  programs, 
which  play  chess  and  solve  logic 

ISO 


problems. 

1956:  During  a  conference  at 
Dartmouth,  John  McCarthy  coins 
the  term  "artificial  intelligence." 
Simon  predicts  that  within  ten 
years,  a  computer  will  beat  the 
world  chess  champion. 


His  own  mind:  2001s  HAL 


Robo-cute: 
"Star  Wars" 

1965-70: 

:  Edward  Feigen- 
baum pioneers 
the  field  of 
"expert  sys- 
tems" at  Stanford.  Al  has 
already  broken  into  special  areas 
including  speech  recognition, 
machine  vision  and  robotics. 
1970-75:  The  first  successful 
demonstrations  of  continuous 
speech  recognition  software 
developed  at  Carnegie-Mellon 
under  Raj  Reddy. 


1980s:  Venture  capitalists  fund 
dozens  of  Al  startups,  including 
Thinking  Machines  Corp. 


Thinking  Machines'  Dan  Hillis 
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Barbara  Hayes-Roth,  49 
Founder  and  Chief  Executive,  Extempo 
Systems.  Inc..  Redwood  City.  Calif. 
Prior  life:  Hayes-Roth  spent  15  years 
at  Stanford,  conducting  research  on 
"intelligent  agents,"  software  pro- 
grams that  collect  and  interpret  data, 
and  make  recommendations.  The 
company:  Extempo  creates  animated 
characters  with  personalities  and 
backgrounds.  The  hottest  agent  is  a 
sexy  former  Nascar  driver  named  Jen- 
nifer James.  She'll  show  up  on  the 
Web  site  of  a  major  automaker — 
Hayes-Roth  won't  say  which  one — 
next  year.  What  the  product  does: 
The  agent  guides  visitors  through  a 
Web  site  and  carries  on  intelligent 
conversations. 


market — he  and  his  graduate  students 
launched  a  handful  of  companies  that 
applied  expert  system  technology  to 
real-world  business  problems.  Two  of 
them,  Teknowledge  and  [ntellicorp, 
still  exist  today. 

A  new  generation  of  Feigenbaum's 
students  are  leading  a  second  wave  of 


artificial  intelligence  companies.  They 
differ  from  their  predecessors  in  one 
very  significant  way — they  don't  call 
themselves  AI.  "The  new  generation 
are  not  nerds,  they're  not  entranced  by 
the  technology — they're  emphasizing 
business  solutions,"  Feigenbaum  says. 

"Our  software  has  roots  in  AI,  but 
our  focus  is  not  impressing  customers 
with  great  algorithms,"  says  Christy 
Jones,  a  28-year-old  Feigenbaum  pro- 
tegee whose  company  uses  an  expert 
system  to  help  people  buy  personal 
computers  over  the  Web. 

"AI  got  a  bad  rap,"  says  Monte 
Zweben,  founder  and  chief  executive 
of  Blue  Martini  Software,  a  San  Mateo, 
Calif.-based  startup  that  uses  AI  tech- 
nology for  data  mining,  sifting 
through  the  ages,  zip  codes,  buying 
habits  and  so  forth  of  millions  of  con- 
sumers for  retailers  over  the  Web. 
"There  was  all  this  hype.  Then  the  AI 
community  didn't  deliver." 

Zweben,  34,  left  Stanford  in  1990 
with  a  master's  degree.  He  continued 
his  work  at  NASA,  where  he  designed 
an  expert  system  for  planning  and 
scheduling  the  maintenance  of  the 
space  shuttle.  The  application  saved 
millions  of  dollars  for  NASA — and  made 
millions  tor  Zweben,  who  commer- 
cialized the  system  at  a  startup  called 
Red  Pepper  Software,  which  he  sold  to 
People-Soft  Inc.  in  1996  for  $250  mil- 
lion. PeopleSoft  now  uses  the  technol- 
ogy to  streamline  the  production 
supply  chain  at  companies  like  Toyota 
and  Bausch  &  Lomb. 

"There  has  always  been  this  battle  in 
the  AI  community  between  those  who 


want  to  develop  a  unified  theory  of 
cognition  and  those  who  are  interest- 
ed in  solving  business  problems," 
Zweben  says.  "It's  intellectually  such  a 
grand  goal  to  understand  the  human 
mind.  But  there's  also  a  lot  of  value  in 
an  application  that  solves  a  business 


Peter  Friedland,  46 

Founder  and  Chairman,  Intraspect  Soft- 
ware, Inc.,  Los  Altos,  Calif. 
Prior  life:  Friedland  got  his  Ph.D.  under 
Feigenbaum  at  Stanford,  eventually 
went  to  work  for  NASA.  The  company: 
Intraspect  helps  customers  (a  copper 
mining  concern  and  an  oil  exploration 
outfit)  save  critical  information  about 
huge  projects  involving  large  teams  of 
people  working  over  long  periods  of 
time.  "We  want  to  build  group  memo- 
ries," he  says.  What  the  product  does: 
After  collecting  electronic  information 
from  people  about  how  they  do  their 
jobs,  an  Al-based  software  system 
stores  that  expertise,  helps  others 
reuse  it,  and  figures  out  different  solu- 
tions to  new  problems. 


humans,  is  phased  out. 
1993:  Symbolics  Inc.,  one  of  the 
most  promising  and  best-known 
AI  companies,  files  for  bankrupt- 
cy protection. 

1994:  Thinking  Machines  goes 
bankrupt 
after  losing 


dreams  did  not  compute 

te  '80s-earty  '90s:  Japan's 
fth  Generation"  research  pro- 
m,  which  tried  to  make  super- 
mputers  that  could  outthink 


deliverance 

Early  1990s:  A  new  wave  of  start- 
ups— Trilogy  and  Red  Pepper 
among  them — develop  practical 
applications  by  relying  on  expert 
systems. 

1997:  ibm's  Deep  Blue  machine 
defeats  chess  grand  master 


'Short  Circuit" 


Kasparov  loses  to  IBM 


At  your  service:  Jennifer  James 

Garry  Kasparov. 
1998:  Speech  recognition  soft- 
ware products  from  ibm,  Dragon 
Systems  and  Lernout  &  Hauspie 
become  mainstream. 
1999:  Intelligent  agents— person- 
alized guides  like  Jennifer  James 
from  Extempo  Systems — 
become  common  on  the  Web. 
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Ulf  Strom,  56 

Chief  Executive,  Design  Power,  Inc., 
Cupertino,  Calif. 

Prior  life:  An  electrical  engineer  who 
trained  at  Stanford,  Strom  joined  Design 
Power  in  1991  after  its  founders,  an  Al 
group  spun  off  by  Nokia  in  Finland,  were 
persuaded  to  set  up  shop  in  Silicon 
Valley.  The  company:  Design  Power's 
expert  system  helps  construction  compa- 
nies design  huge  factories  and  oil  refiner- 
ies. What  the  product  does:  automates 
the  entire  engineering  process  and  pre- 
sents the  most  efficient  design  for  a 
building  and  calculates  how  much  steel 
you'll  need  right  down  to  the  bolts. 
Ensures  more  accurate  cost  estimates. 
Work  that  used  to  take  days  now  takes 
hours. 


problem." 

That  limited  promise  appeals  to  a  lot 
of  companies  seeking  to  maintain  qual- 
ity and  reduce  costs  in  a  competitive 
business  environment.  For  Hewlett- 
Packard,  Trilogy  Software  developed 
an  application  to  reduce  the  number  of 
incorrecdy  configured  workstations  HP 
was  shipping. 

Trilogy's  president,  Joseph  Lie- 
mandt,  is  a  former  Feigenbaum  stu- 
dent who  dropped  out  of  Stanford  to 
become  an  entrepreneur.  Trilogy,  in 
Austin,  Tex.,  sells  expert  systems  to 
companies  such  as  Boeing,  IBM, 
Lucent  Technologies  and  Xerox, 
which  use  Trilogy  software  to  config- 
ure airplanes,  mainframe  computers, 
phone  switches  and  copiers. 

"People  are  realizing  that  in  the  real 
world  a  little  AI  goes  a  long  way,"  says 
Peter  E.  Hart,  a  Stanford  Ph.D.  and 
former  Al  researcher  who  now  runs 
Ricoh  Silicon  Valley,  Inc.,  a  Menlo 
Park,  Calif,  subsidiary  of  the  giant 
Japanese  copier  company.  "Most  of  the 
valuable  applications  of  Al  have  been 
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cases  where  ai  was  an  important  com- 
ponent— but  only  one  component — of 
a  larger  system." 

Take  the  help  desk  program  Hart 
developed  for  Ricoh's  tech  support 
folks.  He  and  a  partner  sat  down  with 
Ricoh's  smartest  tech  support  staff  and 
found  out  how  they  solved  problems.  ' 
They  coded  that  know-how  into  soft- 
ware that  Ricoh's  support  team  now 
uses  to  get  faster  answers  to  customer 
problems. 

A  far  cry,  to  be  sure,  from  HAL,  the 
thinking  computer  in  2001:  A  Space 
Odyssey.  But  some  applications  come 
closer.  Pandurang  Nayak,  a  34-year-old 
Stanford  Ph.D.,  helped  build  a  sophis- 
ticated expert  system  for  the  Deep 
Space  One  probe  that  NASA  launched 
last  month.  The  software  lets  the  probe 
diagnose  problems  and  fix  itself  with- 
out having  to  involve  the  operators 
back  on  Earth. 

If  you  use  a  computer  you  are  prob- 
ablv  using  ai  applications.  Consider  the 
"What's  Related"  button  on  the  latest 
version  of  Netscape  Navigator,  which 
lets  the  user  jump  from  one  Web  page 
to  other  pages  with  related  content — 
say,  skipping  from  milk  to  dairy  farm- 
ing, but  passing  over  a  page  about  the 
Milk)'  Way  and  other  galaxies.  Seems 
simple,  but  it  isn't,  as  anyone  who  has 
used  a  search  engine  to  call  up  dozens 
of  wrong  answers  can  tell  you. 

Instead  of  looking  for  key  words, 
Netscape's  expert  system  understands 
the  content  of  pages.  The  button  was 
designed  by  33-year-old  Ramanathan 
V.  Guha,  who  completed  a  Ph.D.  at 
Stanford  in  1991. 

The  runaway  popularity  of  the 
World  Wide  Web  has  provided  lots  of 
business  for  Al — and  Al  has  helped  the 
Web  become  more  user- friendly.  Palo 
Alto,  Calif.-based  Teknowledge,  for 
example,  was  founded  17  years  ago  by 
Feigenbaum  and  odiers  from  Stanford 
to  commercialize  expert  systems  tech- 
nology. It  now  provides  an  artificial 
sales  agent  that  sells  stereos  over  the 
Web.  "The  program  asks  questions, 
figures  out  configurations,  makes  rec- 
ommendations— it's  as  active  as  a  real 
salesperson,"  says  Frederick  Hayes- 
Roth,  chairman  and  chief  executive  of 
Teknowledge. 

Alan  Turing  asked  rhetorically:  C  an 
machines  think? 

They  already  do,  in  a  limited  way.   WU 


Ray  Kurzweil's  new  book 
is  a  real  stunner.  He  pre- 
dicts that  in  the  fairly  near 
future  people  will  be  half- 
human,  half-machine. 


In  four  decades  computers  will  be 
smarter  than  we  are.  Their  soft- 
ware will  imitate  our  brains  so 
well  that  you  won't  know 
whether  it's  a  person  or  machine 
you're  dealing  with  on  the 
phone  or  the  Internet. 
Artificial  intelligence  (Al)  has  been  a 
big  disappointment  to  many  early 
backers,  but  that's  because  they 
expected  too  much  too  soon, 
according  to  Raymond  Kurzweil,  AI 
guru  and  author  of  The  Age  of  Spiri- 
tual Machines  (Viking,  Januarv 
1999),  his  third  book. 

Kurzweil  doesn't  care  much  about 
expert  svstems  such  as  diose  spawned 
by  Edward  Feigenbaum;  they're 
useful,  he  says,  but  limited.  He's 
more  interested  in  finding  a  way  to 
"reverse  engineer"  die  human  brain 
so  that  we  can  download  ever\ thing 
about  ourselves — our  memories,  our 
dreams,  our  personalities — into  a 
computer,  a  process  he  calls  "rein- 
stantiation."  Immortality  at  last. 

The  line  between  machines  and 
people  will  blur  even  further  as  we 
age  and  we'll  be  inserting  machines 
into  people  to  replace  aging  or  inad- 
equate body  and  mind  functions. 
Just  as  artificial  hips  now  restore 
human  body  functions,  so  too  will 
neural  implants  enhance  our  hearing, 
vision  and  memory. 
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Immortality  at  last 


Kurzweil,  50,  is  not  just  a  dreamer. 
Over  the  past  25  years  he  has  built 
and  sold  four  companies.  His  first, 
Kurzweil  Computer  Products,  built  a 
reading  machine  tor  the  blind  and  was 
bought  by  Xerox.  One  of  its  first  cus- 
tomers was  musician  Stevie  Wonder, 
whose  friendship  with  Kurzweil  led  to 
the  development  of  computerized 
music  synthesizers. 

An  upcoming  project  is  a  program 
for  fund  managers  creating  an  artifi- 
cially intelligent  financial  analyst  that 
outperforms  humans.  "This  technolo- 
gy is  going  to  be  huge,"  he  says. 

Forbes  recently  met  with  Kurzweil 
in  his  small  Waltham,  Mass.  office, 
where  the  walls  are  decorated  with 
newspaper  clips  about  the  perfor- 
mances of  his  father,  Fredric,  a  con- 
cert pianist,  and  a  picture  drawn  by  an 
Al-powered  computer. 
Forbes:  Is  your  new  book  science 
or  science  fiction? 
If  anything,  my  views  are  conserva- 
tive. The  predictions  are  based  on 
technologies  you  can  touch  and  feel 
today.  I  don't  think  anyone  who  stud- 
ies this  stuff  carefully  would  say  these 
things  are  never  going  to  happen. 
Your  book  gets  pretty  weird: 
People  scan  their  brains  into  a 
computer  and  create  self-replicas. 
By  2040  it  will  be  routine.  If  you 
build  a  computer  based  on  the  design 
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of  the  human  brain  and  instantiate 
information  from  a  human  being 
onto  that  computer,  it  will  emerge  in 
the  machine  and  claim  to  be  that 
person.  The  machine  will  say,  "I  grew 
up  in  Brooklyn,  I  went  to  Mil ,  then  I 
walked  into  a  scanner  and  woke  up 
here  in  the  machine." 
How  are  you  going  to  reproduce  a 
human  brain? 

We  can  just  copy  it,  bit  by  bit,  connec- 
tion by  connection,  neuron  by 
neuron,  synapse  by  synapse.  It's  right 
there  in.  front  of  us.  Human  neurons 
are  not  so  vastly  complicated  that  we 
can't  understand  them  or  replicate 
them.  We've  already  replicated  the 
input-output  characteristics  of  clusters 
of  hundreds  of  neurons.  The  question 
is:  What  is  the  feasibility  of  scaling  up 
from  hundreds  of  neurons  to  billions 
of  neurons?  And  that's  not  a  big  deal. 
You  say  reinstantiated  humans  will 
have  bodies  created  with  nanotech- 
nology,  which  will  let  us  build 
devices — even  fake  human  organs — 
at  the  atomic  level? 
Things  like  nanotubes  are  not  actually 
fully  working  yet.  But  it's  already  well 
under  way  in  laboratories.  Nanotech- 
nology  is  a  $5  billion  industry.  All  I'm 
doing  is  looking  at  trends  to  see 
where  we  are  likely  to  be  in  terms  of 
computational  capability  and  the 
sophistication  of  software  and  the 


dexterity  of  certain  physical  technolo- 
gies, like  nanotechnology. 
Would  you  reinstantiate  yourself? 
Probably.  But  I  may  end  up  jealous  of 
the  new  Ray  in  that  he  shares  my  his- 
tory, my  desires  and  my  longings,  but 
will  be  in  a  far  better  position  than  old 
Ray  to  fulfill  them. 

These  are  going  to  be  very  smart 
entities — much  smarter  than  humans. 
And  that's  really  where  power  lies. 
Ultimately  these  entities  will  have 
political  power.  They  will  have  all  the 
political  power. 
This  is  good  news? 
Some  people  who've  read  the  book 
have  come  away  reeling  depressed. 
They  get  the  idea  that  human  beings 
are  ending,  that  civilization  is  ending. 
Actually  we  will  continue,  but  in  a 
much  more  profound  way.  The 
human  race  is  going  to  evolve.  We  are 
going  to  become  smarter  by  merging 
with  our  machines. 
A  lot  of  folks  will  say,  stop  the 
world,  I  want  to  get  off. 
It's  unstoppable.  It's  part  of  the  fun- 
damental laws  of  the  universe.  This  is 
not  an  alien  invasion.  It's  emerging 
from  within  our  civilization.  We're 
already  pretty  intimate  with  our  com- 
puters. As  we  move  forward,  the 
nexus  between  machines  and  humans 
will  become  even  more  intimate. 

-Daniel  Lyons  m 
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They  called  him  Baby  Crowley  when  he  took 

over  his  late  dad's  company  at  age  27.  Now  it's  just  B.C. 

Beating  the 
third-generation  curse 


By  Ann  Marsh 


Starting  at  16,  Thomas  Crowley  Jr. 
spent  his  vacations  cleaning  toilets  on 
tugs,  scraping  barnacles  off  boat  bot- 
toms and  off-loading  equipment 
from  barges  in  the  frigid  Arctic 
Ocean.  Not  exactly  the  fun  kind  of 
thing  you  would  expect  the  heir  to  a 
family  fortune  to  be  doing. 

As  a  third-generation  member  of 
the  family  that  owns  106-year-old 
Crowley  Maritime  Corp.,  Tom  had  a 
lot  to  live  up  to.  His  father  built  the 
company  into  the  largest  private  mar- 
itime operation  in  the  U.S. — by  1997 
it  had  revenues  of  $1.15  billion. 

Under  Tom  Sr.'s  leadership,  the 
Oakland-based  shipping  company's 
operations  were  extended  from  tug- 
boats to  ocean  liners,  trucks,  oil 
tankers  and  oil-spill-response  vessels. 
The  company  operates  in  Alaska,  the 
contiguous  United  States  and  in 
South  America,  where  it  dominates 
the  shipping  trades.  Close  to  80%  of 
company  revenues  are  generated  near 
the  equator,  where  Crowley's  liners 
deliver  automobiles,  chemicals,  cloth- 
ing and  food  from  up  north. 

In  1994,  when  his  father  died  of 
prostate  cancer,  "Baby  Crowley,"  as 
his  mom  and  college  friends  call  him, 
was  27.  He  suddenly  inherited  80% 
of  the  voting  stock.  (The  company 
was  valued  at  $408  million  in  a  recent 
study  by  outside  investors.) 

He  was  shy  and  self-effacing.  "In 
the  beginning,  everyone  said,  'He's 
third  generation.  It's  going  to  go  out 
the  window,'"  said  Crowley's  once- 
estranged  cousin,  Thomas  Crowley 
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Escher. 

But  those  summers  scrubbing  toi- 
lets and  rubbing  elbows  with  deck- 
hands had  been  good  training.  "Bov, 
was  I  wrong,"  confesses  his  now - 
won-over  cousin.  Crowley,  according 
to  Executive  Vice  President  William 
Pennella,  is  "31  going  on  51." 

In  1995,  only  one  year  into  run- 
ning the  company,  he  stared  down 
the  tough  International  Longshore  & 
Warehouse  Union  in  San  Francisco, 
pulling  the  company's  tugboats  and 
ships  out  of  its  home  port  after  100 
years.  "They  stiffed  us,"  complains 
Crow  ley  about  the  local's  refusal  to 
let  him  reduce  crew  sizes  by  one.  The 
company  dispersed  its  Bay  Area  \cs- 
sels  to  Seattle  and  Los  Angeles,  w  here 


it  has  separate  and  more  favorable 
contracts. 

At  about  the  same  time,  he  sold  off 
the  company's  historic  ferry  lines  in 
Los  Angeles  and  San  Francisco  Bay — 
which  he'd  run  as  a  newbie  manager 
ai  age  23.  He  said  good-bye  to  125 
colleagues  in  the  Bay  Area.  "They 
were  easy  business  decisions,  tough 
emotional  decisions,"  Crowley 
recalls. 

Building  as  well  as  cutting,  Crow- 
lex  started  two  divisions,  one  in  logis- 
tics, one  in  oil  tankers.  He  is  invest- 
ing S100  million  in  ten 
omnidirectional  tugboats,  two  with 
10,200-horsepower  engines,  a  big 
jump  over  the  average  4,000-horse- 
povver  tug. 


At  his  Oakland,  Calif,  headquar- 
ters, Crowley  strides  in  wearing  a  suit 
and  looking  a  bit  like  a  child  actor 
playing  an  adult.  His  angelic  face 
lacks  his  late  father's  chiseled  features, 
but  he  has  had  no  hesitation  about 
overturning  some  of  the  older  Crow- 
ley's cherished  practices.  "My  father 
would  never  do  an  article  with 
Forbes,"  Crowley  says,  "but  it  gives 
our  employees  a  sense  of  pride  and 
brand  loyalty." 

For  much  of  its  life  the  company 
operated  65  different  subsidiaries  and 
never  put  its  logo  on  its  ships  and 
barges.  It  was  the  largest  maritime 
outfit  you  never  heard  of,  the  result 
of  his  father's  and  grandfather's  ultra- 
private  ways.  That  my-business-is- 
none-of-your- business  attitude  was 
okay  in  the  past — but  not  at  the  turn 
of  the  millennium. 

Crowley  is  tuned  in  to  the  new 
style  of  management  that  under- 
stands it's  not  enough  just  to  serve 
your  customers  well;  you  must  make 
yourself  an  extension  of  their  busi- 
ness. For  the  Ford  Motor  Co.,  for 
which  it  is  the  largest  ocean  carrier,  it 
recently  started  a  trucking  line  in 
Venezuela  to  carry  Ford's  cars 
between  port  and  factory. 

As  a  Gen-Xer,  Crowley  under- 
stands the  importance  of  technology. 
He  has  invested  $12  million  to  link 
all  the  company's  computer  systems 
via  satellite  to  keep  in  touch  minute- 
by-minute  with  places  like  Caracas 
and  Anchorage.  He  plans  another 
$12  million  investment  so  staffers  can 
access  files  from  their  Internet 
browsers  anywhere  in  the  world 
across  the  satellite  hookup.  "The 
browser- based  system  is  for  future 
application  development,"  Crowley 
explains  in  technotalk  (translation: 
You  can  buy  off-the-shelf  software). 
Crowley  in  his  youth  toyed  with 
the  idea  of  starting  a  high-tech  com- 
pany in  nearby  Silicon  Valley.  But 
saltwater  was  in  his  veins.  "Running 
this  company  was  an  opportunity  I 
had  to  take.  I  would  have  failed  if  I 
just  hadn't  done  it." 

That  he  would  was  his  father's 
dearest  wish — there  were  no  other 
heirs — but  Tom  Sr.  played  it  cool.  "It 
was  always  me  having  to  ask,  'Can  I 
work  for  the  company  this 
summer?'"  Crowley  recalls.  But  once 
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he  was  in  the  door,  his  father  thrust 
responsibility  on  him.  After  his  grad- 
uation from  the  University  of  Wash- 
ington, he  was  given  the  job  of  run- 
ning Red  &  White  ferries  in  San 
Francisco  Bay. 

In  his  first  year  there  Crowley 
chucked  an  overpriced  contract  with 
Ticketmaster  to  install  an  in-house 
system  that  allowed  the  ferry  line  to 
sell  package  tours.  The  change  added 
$1  million  to  the  unit's  $16  million 


in  annual  revenues. 

Crowley  expected  he'd  have  a 
couple  of  decades  to  learn  under  his 
dad.  Tom  Sr.  was  a  character.  He 
made  a  sport  of  masquerading  as  a 
botanist,  nuclear  physicist  or  garbage- 
man  when  anyone  asked  him  about 
his  job.  Sometimes  there  was  method . 
in  his  oddball  behavior.  "Back  in 
Maine,"  his  son  recalls,  "he  went  on 
a  competitor's  tugboat.  He  told  the 
guy  he  was  a  botanist  and  that  he  was 


Anything,  anywhere,  anytime 

Thomas  B.  Crowley, 
grandfather  of  the 
current  chief  execu- 
tive, started  the  com- 
pany in  1892,  rowing 
mail  and  food  to  the 
big  sailing  ships  that 
anchored  off  San 
Francisco.  After  the 
1906  San  Francisco 
earthquake  the  com- 
pany shuttled  resi- 
dents of  the  burning 
city  across  the  water 
to  Oakland.  San  Fran- 
cisco's major  banks 
temporarily  stowed 
assets  on  a  Crowley 
barge,  pulled  into  the 
middle  of  the  bay  to 
wait  out  the  chaos. 

The  company 
expanded  into  ferry 
service,  schooners  and 

tugs.  Its  slogan:  "Any-       ^■■H  <.  gfl 

thing,  anywhere,  any-  ."■      *&-<«    - 

time,  on  water." 
World  wars  brought  military  commissions. 

After  oil  was  discovered  in  Alaska  in  1968  the  oil  companies  hired  Crowley  to 
run  sealifts  to  the  North  Slope.  As  many  as  40  Crowley  vessels  at  a  time  carried 
modules  as  tall  as  17  stories  through  iceberg  fields  to  build  the  Trans- Alaskan 
Pipeline  and  the  surrounding  faculties.  The  feat  was  heralded  as  the  largest  engi- 
neering project  since  the  pyramids. 

It  was  Alaskan  oil  that  transformed  the  modest  maritime  outfit  with  revenues 
of  about  $20  million  into  a  major  operator  with  revenues  above  a  half-billion 
dollars.  As  a  service,  Crowley  still  runs  marginally  profitable  supply  routes  to 
remote  Alaskan  native  villages. 

Crowley  may  be  the  largest  "spillionaire"  from  the  Exxon  Valdez  disaster  in 
1989.  Today  the  town  of  Valdez  has  at  the  ready  more  spill -response  equip- 
ment— in  excess  of  100  pieces,  from  booms  to  specially  designed  ships — than 
any  other  port  in  the  world.  Crowley  runs  them  all.  It  recently  won  a  contract 
to  service  the  six  oil  companies  that  own  and  operate  the  800-mile-long  pipeline 
from  the  Arctic  Ocean  to  Valdez.  -A.M.   ■■ 


Man  vs.  ice 
Crowley  barges 
muscle  through 
Arctic  waters. 


up  in  Maine  looking  at  the  flowers 

Tom  Sr.'s  cancer  was  in  remission 
for  a  couple  of  years,  but  it  recurred 
in  1993.  Crowley's  workdays  shifted! 
to  his  father's  hospital  room.  Lawyers 
scrambled  to  forestall  the  inevitable 
estate  tax  wallop,  avoiding  an  IPO. 
Tom  Sr.  died  the  following  July. 
"Baby  Crowley"  was  suddenly  run- 
ning the  show. 

"If  there's  any  silver  lining  to 
losing  him,  it's  that  it  saved  us  from 

having  to  go  through  what  hi 

went  through  with  his  dad, 
Crowley  explains.  The  first 
Tom  Crowley  lived  until  h 
was  95,  only  reluctantly  relin 
quishing  control  of  the  com 
pany  when  the  second  To 
was  in  his  sixties. 

Though  he  has  few  outsidi 
shareholders  to  worry  about 
Crowley  still  must  deal  wi 
family  shareholders.  Angr 
that  the  company  doesn't  pa; 
dividends,  one  of  Crowley's 
aunts,  who  has  since  died,  and 
her  children,  sold  their  shares 
to  outsiders.  Her  son,  Crow- . 
ley's  cousin,  Thomas  Crowley 
Escher,  sued,  alleging  that  his 
shares  had  not  been  properly 
valued  during  a  reorganiza- 
tion   following    Tom    Sr.'s 
death.  Tom  Jr.  settled  with 
Escher  by  buying  the  bulk  of 
his  shares. 

While  Tom  Sr.  had  a  strained 
relationship  with  his  sisters,  his 
son  chooses  to  extend  an  olive 
branch.  "We  have  a  fresh  start," 
he  says.  At  his  invitation,  Crow- 
ley's two  surviving  aunts, 
daughters  of  the  founder,  now 
christen  new  tugs.  He  lunches 
regularly  with  Escher,  who  used 
proceeds  from  his  shares  to  buy 
a  portion  of  the  Red  &  White 
fleet  to  run  his  own  touring 
business  in  San  Francisco. 

In  December  of  last  year 
Crowley's  wife  gave  birth  to 
the  fourth  Thomas  B.  Crow- 
ley. Want  to  bet  what  the  boy 
will  do  when  he  grows  up? 
"My  father  created  the  desire 
in  me  very  sneakily.  I'll  try  the 
same  thing,"  Crowley  promis- 
es. "Don't  give  away  my 
strategies."  ■ 
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Sdd  Top  Private  Companies 

In  keeping  its  financial  figures  secret,  Hallmark  feels  it  has  an  advantage 
in  the  battle  for  market  share  in  the  greeting  card  business. 

None  of  your  business 


By  Brandon  Copple 


Liki-  many  OF  Forbes'  500  Top  Pri- 
vate Companies,  Hallmark  Cards, 
Inc.  (see  p.  204)  jealously  guards  its 
financial  records.  How  much  it  makes 
and  how  great  are  its  resources  are 
not  for  competitors  or  for  customers 
to  know.  About  all  Hallmark  will 
reveal  is  that  its  annual  revenues  are 
$3.6  billion.  That  means  it  has  about 
half  the  U.S.  greeting  card  market. 

Thus  did  panic  hit  the  company's 
Kansas  City,  Mo.  headquarters 
recently  when  a  suing  ex-employee 
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demanded  financial  information  be 
released  during  a  civil  trial  in  a  state 
court  in  Liberty,  Mo. 

The  suit  springs  from  an  age  dis- 
crimination claim  brought  ten  years 
ago  by  Edward  Maupin,  a  former 
employee  who  supervised  the  sale  of 
Hallmark's  surplus  inventory  and 
equipment.  Maupin  says  Hallmark 
promised  that  if  he  left  the  company 
his  ex-employer  would  consider  doing 
business  with  the  salvage  enterprise  he 
would  start  after  leaving.  Hallmark 


didn't  give  him  any  busi- 
ness, and  Maupin  claims 
it  never  intended  to.  He's 
suing  for  fraud  and 
breach  of  contract.  Hall- 
mark retorts  it  considered 
Maupin's  services  but 
chose  not  to  use  them. 

Hallmark's  net  worth 
statement  has  already 
been  turned  over  to  the 
judge.  Maupin's  lawyer, 
Kelly  McClelland,  asked 
the  court  to  disclose  it  so 
he  could  prepare  to  argue 
the  fraud  claim.  When 
they  heard  that,  Hall- 
mark's lawyers  went  bal- 
listic. They  begged  Cir- 
cuit Judge  David  Russell 
to  keep  a  lid  on  what  they 
called  "highly  sensitive" 
financial  information. 

The  judge  agreed,  but 
Maupin's  lawyers  are 
appealing.  Why  is  Hall- 
mark so  uptight  about 
letting  its  numbers  get 
out? 

Hotly  competing  with 
smaller  American  Greet- 
ings for  market  share  in 
the  big  discount  chains 
like  Wal-Mart,  Hallmark 
has  been  paying  massive 
fees  for  shelf  space  and 
has  been  flooding  the 
stores  with  low-priced  cards. 

Is  Hallmark  buying  market  share  at 
the  expense  of  profits?  "If  its  [net 
worth]  were  a  lot  lower  than  expect- 
ed, it  would  say  that  maybe  Hallmark 
has  given  all  the  blood  it  can  give," 
says  greeting  card  analyst  Eric 
Bosshard  of  Cleveland-based  Mid- 
west Research.  Explains  Hallmark 
spokeswoman  Julie  O'Dell:  "We  feel 
it's  to  our  advantage  to  keep  the 
competition  guessing  about  our 
financial  position."  BH 
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Americans  don't  eat  canned  fruits  and  vegetables  as  much 

as  they  used  to  do.  Richard  Wolford 

thinks  he  can  change  that  at  Del  Monte  Foods. 

Breathing  new 
life  into  a 
tired  old  brand 


By  Kelly  Barron 


In  the  1970s  consumer  research  told 
Del  Monte  Foods  Co.  that  the  image 
of  the  stalwart  canned  fruit  and  veg- 
etable company  was  that  of  a  man  in  a 
gray  flannel  suit  with  a  briefcase — 
stuffy  but  not  out  of  date.  Twenty 
years  later  the  San  Francisco-based 
company  queried  shoppers  again.  This 
time  the  "suit"  with  the  briefcase  was 
an  old  man. 

"The  brand  has  been  truly  dor- 
mant," laments  Del  Monte's  current 
chief  executive,  Richard  Wolford.  In 
an  era  when  fresh  fruit  and  vegetables 
are  more  appealing  to  both  grocers 
and  consumers,  Del  Monte  is  a  tired 
label.  Sales  of  canned  fruit  and  veg- 
etables have  been  flat  for  a  decade.  By 
1997  Del  Monte's  sales  had  fallen 
22%,  to  $1.2  billion,  over  the  previous 
four  years,  and  the  company  was 
losing  money. 

How  do  you  revive  a  dormant 
brand  in  a  mature  business? 

The  barrel-chested  Wolford,  54,  is 
going  to  find  out.  He's  a  31 -year  food 
industry  veteran  who  served  as  presi- 
dent of  packaged  foods  for  Del  Monte 
rival  Dole  Foods  after  climbing  its 
management  ladder. 

In  1995  Wolford,  by  then  a  venture 
capitalist,  was  sitting  in  a  Chicago  air- 
port lounge  when  a  former  Dole  col- 
league, Wesley  Smith,  happened  by. 
Soon  Wolford  was  sharing  his  dream 
of  buying  Del  Monte,  and  on  the 
flight  back  to  Los  Angeles  the  pair 
hashed  out  the  beginnings  of  an 
acquisition  plan. 


"I'm  not  sure  there  were  any  small 
bourbon  bottles  left  when  the  plane 
landed,"  says  Wolford,  who  later  was 
pitching  the  idea  to  Texas  Pacific 
Group's  chief  dealmaker  David  Bon- 
derman.  TPG  is  a  conglomerate  that 
has  accumulated  $1.7  billion  in  assets 
ranging  from  Oxford  Health  Plans  to 
winemaker  Beringer. 

Wolford  convinced  a  skeptical  Bon- 
derman  that  Del  Monte  was  more 
than  just  a  "canned  green  bean"  com- 
pany. He  would  rebuild  Del  Monte 
with  advertising,  higher-margin  prod- 
ucts, acquisitions  and  expanded  distri- 
bution in  club  stores  such  as  Costco. 

Last  year  TPG  bought  Del  Monte 
for  $840  million,  installing  Wolford 
as  boss  and  his  frequent-flier  com- 
panion Smith  as  chief  operating 
officer. 

The  pair  soon  had  a  headache — 
but  not  from  the  bourbon  they  con- 
sumed on  the  plane.  Del  Monte  was 
a  mess.  The  company  had  been 
through  five  different  owners  in  two 
decades,  including  rjr  Nabisco.  In 
1990  an  investment  group  led  by 
Merrill  Lynch  &  Co.  purchased  it. 
After  selling  off  parts,  Merrill  gave 
up.  It  was  happy  to  have  tpg  take  it 
off  its  hands. 

Shortly  after  taking  over,  Wolford 
held  a  meeting  to  outline  his  plans 
and  rally  dispirited  Del  Monte 
employees  at  headquarters. 

"There  was  dead  silence,"  he  says. 

Though  the  situation  was  even 
worse   than    he   thought,   Wolford 


rolled  up  his  sleeves  and  took  his  show 
on  the  road,  \isiting  20  company  facil- 
ities to  preach  his  plan  to  employees. 
He  had  a  hard  time  persuading  the 
troops  that  this  wasn't  just  another 
futile  change  of  bosses,  but  in  the  end 
he  won  converts  and  morale  began 
climbing. 

At  the  company's  research  and 
development  facility  in  Walnut  Creek, 
Calif,  food  scientist  Laurie  Spry  says 
she  readily  went  to  work  at  3  a.m. 
recently:  She  wanted  to  be  sure  the 
packing  of  a  canned  spiced-apple 


190 


Forbes  ■  November  30,  1998 


product  destined  for  test  markets  went 
smoothly.  When  root  rot  hit  a  crop  of 
Del  Monte's  sweet  corn  in  Texas, 
plant  pathologist  Roger  Schmitt 
didn't  wait  for  a  sample — he  hopped 
on  a  plane  to  see  for  himself. 

Morale  is  better,  but  a  stagnant 
business  is  still  a  stagnant  business. 
Grocery  stores  have  been  expanding 
produce  departments,  which  can 
generate  margins  of  up  to  44%,  so 
they've  shrunk  shelf  space  for 
canned  goods,  where  26%  is  consid- 
ered great,  (rjr  Nabisco  sold  off 
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what  is  now  publicly  traded  Fresh 
Del  Monte  Produce  in  1989.)  Pri- 
vate-label canned  vegetables  control 
a  44%  market  share,  compared  with 
Del  Monte's  20%.  "Just  because 
there  is  new  energy  doesn't  mean 
they  can  turn  the  customer  around," 
says  industry  consultant  Chris  Hoyt. 
Wolford  doesn't  buy  that.  He's 
trying  to  get  inside  the  consumer's 
mind  to  change  perceptions.  He  plans 
to  launch  Del  Monte's  first  advertis- 
ing campaign  in  eight  years  this 
spring,  featuring  the  tag  line:  "Add 


imagination  and  serve."  It  aims  to 
position  Del  Monte  as  the  harried 
yuppie's  solution  for  quick  and  health- 
ful meals.  Revolutionary?  No,  but  a 
lot  more  than  the  company  has  done 
in  years. 

He's  also  jazzing  up  Del  Monte's 
products  and  packaging,  introducing 
items  such  as  ginger-flavored  pears 
and  pull-top  cans  of  Fruit  Rageous, 
lunchbox-size  "crazy  cherry  mixed 
fruit"  treats  targeted  at  kids.  Add  a 
little  pizzazz,  and  he  believes  he  can 
entice  consumers  to  buy  specialty 
products  such  as  Orchard  Select,  Del 
Monte's  new  jar-packed  fruit,  sold  in 
grocery  produce  sections. 

He's  making  headway.  Last  year 
the  company's  canned-fruit  lines 
grabbed  a  42%  market  share  versus 
40%  for  private  labels.  The  cherry  on 
top  for  Del  Monte  is  that  specialty 
lines  like  Orchard  Select  carry  mar- 
gins of  roughly  22%,  compared  with 
an  average  11%  for  the  company's 
other  goods. 

On  the  vegetable  front,  Del 
Monte  is  acquisitive.  It  bought  Con- 
tadina  with  its  lines  of  pasta  sauces 
and  cans  of  crushed  tomatoes  from 
Nestle  in  1997  for  $195  million.  The 
move  will  consolidate  Del  Monte's 
tomato  processing  and  add  a  higher- 
end  product  line. 

There's  clear  progress:  Warburg 
Dillon  Read  analyst  Thomas  Eggen- 
schwiler  estimates  Del  Monte's  sales 
will  grow  11%,  to  $1.5  billion,  for 
fiscal  1999.  He  projects  earnings  will 
increase  fourfold  to  $22  million,  and 
cash  flow,  18%,  to  $159  million,  for 
the  year. 

But  an  initial  public  offering  aimed 
at  paying  down  Del  Monte's  $715 
million  in  long-term  debt  was  shelved 
when  the  IPO  market  cratered  last 
summer  and  leery  investors  balked  at 
the  $16-  to  $18-a-share  offering  price. 
Wolford  contends  that  Del  Monte's 
cash  flow  is  ample  enough  to  fund 
capital  investments  and  meet  interest 
payments.  Maybe  for  now.  But  Wol- 
ford will  have  to  keep  working  on  the 
balance  sheet  with  the  same  energy  he 
devotes  to  the  product  mix.  It's  no 
fun  running  a  business  where  debt  is 
roughly  5.3  times  cash  flow. 

He  hasn't  yet  pulled  it  off,  but 
you  have  to  admit  he's  making 
headway.  mSL 
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INTRODUCING    THE    V8    LX  470.    LET    N 


Perhaps    the    toughest    part    of    any    terrain    should    be    the    vehicle    traversing     it.    That's    t 
philosophy    guiding    the    all-new    LX  470,    which    comes    equipped    with    the    first    four-cam,    3 
valve    V8    engine    to    be    offered    in    a    sport-utility    vehicle.    This    sophisticated    advancement 
ably    assisted    in    its    task    by    full-time    four-wheel    drive    and    adaptive    variable    independer 


ision    of   Toyota    Motor   Sales,    U   S.A.,    Inc     Lexus    reminds   you    to   wear   seatbelts,    secure   children 
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IRE    WORRY    ABOUT    YOU    FOR    A    CHANGE. 

■•'  front  suspension,  which  provide  a  ride  worthy  of  a  luxury  vehicle,  even  on  and  over 
2  surfaces.  When  you  combine  that  with  a  plush,  leather-trimmed  interior  that  seats 
i  people,  you  have  a  truly  extraordinary  vehicle.  You  might  even  f 
I    say,    nothing    else   comes   close.    The    new    LX  470.    The    Lexus    of   SUVs.    V 


t  and    obey   all    speed    laws.    For    more    information,    visit    us    at   www.lexus.com    or   call    800-US A-LEXUS    (800-872-5398) 


Slid  Top  Private  Companies 

When  privates  go  public,  it  can  be  opportunity  for  investors.  It  can  also  be  a  trap. 

Do  they  know  something; 


By  William  P.  Barrett 


In  September  Wall  Street  giant  Gold- 
man Sachs  Group) — number  4  on  our 
list  of  500  largest  private  companies — 
postponed  its  effort  to  go  public. 
Goldman  will  be  back.  The  question 
is:  Should  investors  bite  when  it  does? 
Certainly  they  should  think  twice. 
Companies  don't  go  public  just  to  do 
a  favor  for  people  on  the  outside. 
In  recent  years  the  track  record  of 
big  private  companies  finally  selling 
shares  has  been  a  sad  story  for 
investors  who  bought  at  the  initial 
public  offerings. 

Searching  back  to  1994  we  found 
37  companies  dropped  from  our  list 
because  they  became  public  and  are 
still  public.  Here's  the  stunner:  More 
than  three-quarters — 28 — are  now 
underperforming  the  Standard  & 
Poor's  500  index,  measured  from  each 
company's  IPO  date.  It  gets  worse: 
Three-fifths  of  the  laggards  are  selling 
below  their  ipo  prices,  by  as  much  as 
78%  (see  table,  p.  196). 

This  unexpected  result  comes  amid 
market  conditions  that,  though 
choppy,  generally  have  been  quite 
favorable.  Averaging  the  37  biggies 
that  went  public,  their  shares  have 
gone  up  27% — compared  with  a  56% 
rise  in  the  s&P  500. 

This  seems  to  contradict  some 
other  studies  suggesting  that  in  recent 
years,  IPOs  of  all  sizes  on  average  have 
outperformed  broad  market  indexes 
by  as  much  as  30%.  In  theory,  IPOs  of 
large,  established,  even  famous  com- 
panies should  be  somewhat  less  risky 
than  the  traditional  IPO.  Yet,  in  fact, 
the  IPOs  of  established  companies 
have  underperformed. 

A  fairly  obvious  conclusion  is  diat  in 
the  IPOs  of  established  companies,  the 
owners  don't  leave  much  on  the  table 
for  the  outside  shareholder. 

Sometimes,  too,  management  has 
trouble  making  the  transition  from  pri- 
vate ownership  to  public  ownership. 
Already  large,  they  don't  have  the 
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you  don't  know? 


inherent  potential  for  dramatic 
growth.  Earnings  surprises  are  all  too 
common. 

Consider  Guess?,  the  trendy  Los 
Angeles  jeansmaker  founded  in  1981 
by  the  Marciano  brothers.  It  was 
number  357  on  our  1995  list  of  pri- 
vate companies — with  $487  million 
that  year,  fat  net  margins  and  big-time 
name  recognition.  In  August  1996, 
amid  the  roaring  market,  Guess?  sold 
20%  of  itself  to  the  public  at  $18. 

Guess  what?  The  company  quickly 
found  itself  hit  by  everything  from 
union  boycotts  and  bloated  overhead 
to  increased  competition  and  currency 
devaluations  in  Southeast  Asia,  which 
hurt  lucrative  licensing  arrangements. 
The  stock  is  now  trading  at  $3.94,  a 
78%  drop — during  a  period  in  which 
the  s&P  500  rose  71%.  The  current 
price  clearly  reflects  analysts'  per-share 
earnings  estimates  this  year  of  only  47 
cents,  down  from  $1.23  the  year  of 
the  IPO. 

Early  warning  signs?  Guess?  went 
public  at  17  times  1995  earnings  and 
a  ridiculously  high  25  times  tangible 
book  value.  For  a  garment  outfit, 
utterly  dependent  on  whimsical  shifts 
in  public  tastes,  this  was  an  out- 
rageously high  price.  The  public 
was  taken. 

Take  a  look  at  another  well-known 
name:  Donna  Karan  International, 
New  York-based  maker  of  chichi 
women's  clothing,  and  number  465 
on  our  1995  list  off  a  year  with  rev- 
enues of  $420  million.  The  company 
sold  50%  of  itself  to  the  public  in 
October  1996  at  $24.00  a  share. 
Oops!  All  that  pretty  talk  at  presenta- 
tions organized  by  underwriters 
quickly  disappeared  in  a  haze  of 
restructurings  and  admissions  that  the 
company  was  overstaffed  and  expand- 
ing imprudendy. 

Stock  price  now:  $7.75,  a  68%  drop, 
roughly  paralleling  the  earnings-per- 
share  drop  from  91  cents  in  1995  to  a 
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projected  30  cents  this  year.  During 
that  same  time  the  S&P  500  rose  69%. 
Not  every  marquee  name  has 
faltered.  Estee  Lauder  Cos.,  maker  of 
high-end  women's  cosmetics  and 
number  40  on  our  1995  list,  with 
revenues  of  $2.9  billion,  went  public 
in  October  1995  at  $26.  Shares 
now  trade  at  $67.06,  a  158%  increase 
that  is  nearly  double  the  change  in 
the  s&P  500.  Still  in  charge,  the 
Lauder  family  has  managed  to  roll 
out  lucrative  new  products  and  make 


smart  acquisitions  around  its  core 
products  line  while  keeping  a  lid  on 
overhead. 

The  two  biggest  private-to-public 
success  stories  of  recent  years  have 
been  told  by  buyout  specialists.  Lex- 
mark International  Group,  IBM's  com- 
puter printer  manufacturer,  was 
acquired  in  1991  by  Clayton,  Dubil- 
lier  &  Rice.  After  reaching  number  71 
on  our  1995  list,  with  $2.2  billion  in 
revenues,  Lexington,  Ky.-based  Lex- 
mark went  public  in  November  1995 


Private  fears 


—Initial  public 

offering- 

Recent 

Relative 

Company 

Date 

Price 

Price 

to  market* 

AHEAD  OF  THE  GAME 

Berg  Electronics 

3/96 

$10.50 

$34.94 

189 

Dominick's  Supermarkets 

10/96 

18.00 

48.88 

168 

Essex  International 

4/97 

17.00 

28.94 

115 

Estee  Lauder  Companies 

10/95 

25.00 

67  06 

136 

Everen  Capital 

10/96 

9.25 

21.75 

144 

Ivex  Packaging 

10/97 

16.00 

19.94 

105 

Lexmark  Intl  Group 

11/95 

20.00 

74.56 
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C.H.  Robinson  Worldwide 

10/97 

18.00 

23.75 

112 

Young  &  Rubicam 

5/98 

25.00 

29.38 

116 

STILL  LAGGING 

American  Standard 

Amkor  Technology 

Andersons 

Bell  &  Howell 

Big  Flower  Holdings 

Brylane 

Dai-Tile  International 

Delco  Remy  International 

Donna  Karan 

Elder-Beerman  Stores 

Finlay  Enterprises 

Friendly  Ice  Cream 

General  Chemical  Group 

Grand  Union 

Guess? 

Homeland  Stores 

Howmet 

International  Home  Foods 

JPS  Textile  Group 

Polo  Ralph  Lauren 

Primedia 

Reltec 

Riviana  Foods 

Henry  Schein 

Schein  Pharmaceutical 

Silgan  Holdings 

Steelcase 

World  Color  Press 


2/95 
5/98 
2/96 
5/95 

11/95 
2/97 
8/96 

12/97 

10/96 
7/98 
4/95 

11/97 
5/96 
8/95 
8/96 
4/97 

11/97 

11/97 
1/98 
6/97 

11/95 
3/98 
3/95 

11/95 
4/98 
IIV 
2/98 
1/96 


19.00 
11.00 
15.00 
15.50 
16.00 
24.00 
14.00 
12.00 
24.00 
22.00 
14.00 
18.00 
17.00 

9.00 
18.00 

8.00 
15.00 
20.00 
11.00 
26.00 
10.00 
29.00 
12.00 
22.00 
17.00 
20.00 
28.00 
19.00 


34.75 
5.56 
10.75 
28.31 
22.38 
16.94 
9.75 
11.38 
7.75 
13.63 
9.98 
5.75 
18.44 
11.75 
3.94 
3.69 
15.50 
18.44 
4.00 
19.75 
10.94 
24.25 
20.19 
36.69 
14.94 
27.88 
17.38 
33.69 


A 


• 


IPO  prices  adjusted  for  splits. 

*The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market. 


at  $20  a  share.  Current  price:  $74.56 
a  273%  increase,  nearly  three  times  tb 
s&P  500  change. 

Likewise,  St.  Louis'  Berg  Electron 
ics,  which  makes  connectors  and  cable 
assemblies,  was  fashioned  from  com- 
panies that  investment  bankers  Hicks. 
Muse,  Tate  and  Furst  bought  from 
DuPont  Co.  and  AT&T.  With  1995 
revenues  of  $667  million,  Berg  went] 
public  in  March  1996  at  a  split-adjust 
ed  $10.50  a  share.  It  now  trades  at 
$34.94,  a  233%  increase,  also  three 
times  the  s&P  500  change. 

Once  public,  these  private  compa-8 
nies  often  become  takeover  targets^] 
and  that  can  be  good  for  the  public? 
shareholders.  Dominick's  Supermar- 
kets,  a   large   Chicago-area   grocer 
(number  45  in  1995)  went  public  inj 
October  1996  at  $18.  Now  it  has 
agreed  to  sell  itself  to  Safeway  Inc.  for 
$49  a  share  in  cash.  That's  a  172% 
gain  in  two  years.  Essex  International,  I    i 
a  Fort  Wayne,  Ind.  maker  of  wire  and] 
cable  (number  129  in   1997),  has1 
agreed  to  sell  itself  to  Superior  Tele- 
Com  for  $32,  an  88%  increase  over  its 
$17  IPO  price  in  early  1997. 

But  then  there's  Amkor  Technolo- 
gy, a  circuit  board  tester  and  packager  I 
in  West  Chester,  Pa. — 1997  revenues, ' 
$1.5  billion — that  had  the  misfortune 
to  go  public  in  May,  just  before  mar- 
kets dropped  sharplv.  IPO  price  then: 
$11.  Now:  $5.56,  a  50%  fall  at  a  time 
when  the  s&P  500  grew  1%.  Amkor 
statements  blamed  the  double 
whammy  of  fewer  sales  and  lower 
prices. 

Moral:  Before  jumping  at  the  IPO  of 
a  big  private  company,  ask  some  hard 
questions.  Is  this  outfit  going  public  . 
because  it  can  use  the  extra  capital?  Or 
is  the  money  simply  enriching  the  old 
owners?  Is  the  company  or  the  industry 
itself  topping  out?  Are  the  value  mea- 
sures— price-to-book,  price-to-earnings, 
price-to-cash  flow — in  line  with  those  of 
similar  public  companies?  But  whatever 
you  do,  don't  just  jump  at  the  glamour 
of  the  company  name.  H 

This  year's  list  of  the  500  Top  Private  Com- 
panies was  edited  by  Steve  Kichen  and 
Tina  Russo  McCarthy.  Researchers:  Mila 
Alper,  John  H.  Christy,  Cecily  J.  Fluke, 
Nancy  Gill,  David  Goldman,  John 
Gorham,  Peter  Kafka,  Nancy  Kim, 
Shailaja  Ncelakantan,  Peter  Newcomb, 
Shlomo  Z.  Reifman,  Robert  J.  Sherwood. 
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®@©  Top  Private  Companies 

Big  companies,  billions  of  dollars  in  revenues,  and  no, 
you  can't  buy  their  shares. 

Private  ways 


By  Cecily  J.  Fluke  and  Robert  J.  Sherwood 


What  does  it  take  to  be  a  member  of 
the  Forbes  Private  500?  This  year  a 
company  had  to  have  at  least  S469  mil- 
lion in  revenue,  be  headquartered  in 
the  U.S.  and  have  at  least  100  employ- 
ees. Thjs  eliminated  George  E.  Warren 
Corp.,  a  Florida  petroleum  trader  with 
sales  of  S2.6  billion  but  only  24 
employees.  We  also  eliminated  compa- 
nies with  a  fair  number  of  public  shares 


traded  on  the  Nasdaq  bulletin  board. 
This  eliminated  companies  such  as 
Benjamin  Moore  &  Co.  and  Kinder- 
care  Learning  Centers  Inc.,  which  file 
with  the  sec  and  also  have  thinly 
traded  shares. 

In  figuring  revenues  we  eliminated 
sales  from  publicly  held  subsidiaries. 
For  example,  our  $2.4  billion  sales 
estimate  for  Hearst  Corp.  (ranked  60 


this  year)  does  not  reflect  contribu- 
tions from  Nasdaq-traded  Hearst- 
Argyle  Television,  Inc.  Our  revenue 
figures  also  exclude  excise  taxes.  Net 
income  is  based  on  both  continuing 
and  discontinued  operations,  but 
excludes  extraordinary  items. 
Operating  income  is  profits  before 
interest,  income  taxes,  depreciation 
and  amortization. 

This  year  we  list  assets  for  compa- 
nies that  provided  this  information  or 
where  data  were  publicly  available. 
Newcomers  include  TitanSports,  the 
holding  company  for  the  World 
Wrestling  Federation,  and  Regal 
Cinemas. 

Charities  and  nonprofits,  such  as  die 
Ford  Foundation  and  the  National 
Geographic  Society,  are  excluded.  The 
biggest  mutual  companies  and  coop- 
eratives are  listed  below.  M 


The  largest  U.S.  mutual  companies 


and  cooperatives 


Company/business 


Revenues 
(Imil) 


Co-op/business 


Revenues 
(Ml) 


Metropolitan  Life/life  &  health  insurance  $28,833 

State  Farm  Mutual  Automobile/auto  insurance  27,739 

Prudential  Insurance  Co  of  America/life  &  health  insurance  27,425 

Principal  Mutual  Life/life  &  health  insurance  15,510 

New  York  Life/life  &  health  insurance  12,506 


Northwestern  Mutual/life  &  health  insurance 
John  Hancock  Mutual  Life/life  &  health  insurance 
Massachusetts  Mutual  Life/life  &  health  insurance 
Nationwide  Mutual  /property  &  casualty  insurance 
Guardian  Lite  of  America/life  &  health  insurance 


11,427 
10,174 
9,442 
6,772 
5,734 


Source.  A.M.  Best,  Inc. 


Farmland  Industries/feed,  fertilizer,  petroleum,  grain  $9,148 

Harvest  States  Cooperatives/grain  marketing  &  food  processing  7,025 

Wakefern  Food/distributes  food  to  supermarkets  4,613 

TruServ/hardware,  lumber  4,224 

Land  0'  Lakes/dairy  products;  farmers'  co-op  4,195 

Dairy  Famers  of  America/dairy  products;  farmers'  co-op  3,862 

Topco  Associates/distributes  food  to  supermarkets  3,700 

Associated  Wholesale  Grocers/distributes  food  to  supermarkets  3,129 

Ag  Processing/buys  &  sells  grain  2,948 

Cenex/fertilizer,  petroleum  refining  &  marketing  2,918 
Source:  NCB  Co-Op  100  via  National  Cooperative  Bank,  Washington,  D.C. 


Cooperative  companies  are  typically  owned  by  customers  or  suppliers.  The  stock  of  mutual  insurance  companies  is  owned  by  policyholders. 
Note:  In  order  to  exclude  revenues  of  publicly  traded  subsidiaries,  the  left-hand  table  shows  unconsolidated  revenues  for  mutual  companies. 

ACKNOWLEDGMENTS:  Advertising  Age,  NYC;  Mary  Howell,  American  Apparel  Manufacturers  Association,  Arlington,  Va.;  American  Iron  and  Steel  Insti- 
tute. Washington.  D.C;  American  Lawyer,  NYC;  Atlanta  Business  Chronicle,  Atlanta,  Ga.;  Automotive  Marketing,  Philadelphia,  Pa.;  Debi  Domby,  Auto- 
motive News,  Detroit,  Mich  ;  AM  Best,  Inc.,  Oldwick,  N.J.;  Beverage  World,  Great  Neck,  NY.;  BIA  Companies,  Chantilly,  Va.;  Birmingham  Business  Jour- 
nal, Birmingham,  Ala.;  Black  Enterprise,  NYC;  Boston  Business  Journal,  Boston,  Mass.;  Broiler  Industry,  Cullman,  Ala.;  Building  Design  &  Construction,  Des 
Plaints,  III.;  Business  First,  Columbus,  Ohio;  Business  Journal  Milwaukee,  Milwaukee,  Wis.;  Steve  Kay,  Cattle  Buyer's  Weekly,  Petaluma,  Calif.;  Chain  Store 
Guide  Directory  of  Supermarket  Chains  1998,  Tampa,  Ha .;  Convenience  Store  News,  NYC;  Corporate  Report  Minnesota,  Minneapolis,  Minn.;  Grain's  Publi- 
cations, NYC;  Dairy  Foods,  Highlands  Ranch,  ( 'olo.;  Dallas  Morning  News,  Dallas,  Tex.;  Dealer  Business,  Van  Nuys,  Calif.;  Denver  Business  Journal,  Denver, 
Colo.;  Directory  of  Corporate  Affiliations  1998,  Dun  &  Bradstreet,  Wilton,  Conn.;  Electrical  Wholesaling,  Overland  Park,  Kans.;  Engineering  News  Record, 
NYC.  Federal  Filings,  Washington,  D.C;  Florida  Trend,  St.  Petersburg,  Ha.;  Food  Marketing  Institute,  Washington,  D.C;  Food  Trade  News,  Conshohocken, 
Pa.;  Forbes  library;  John  Ochs,  Ford  Motor  Co.,  Detroit,  Mich.;  Jeffrey  Kolton,  FranData,  Washington,  D.C;  Hawaii  Business,  Honolulu,  Hawaii;  His- 
panic Business,  Santa  Barbara,  Calif;  Hoover's  Online,  Austin,  Tex.;  Indepth  Data,  NYC;  Indianapolis  Business  Journal,  Indianapolis,  Ind.;  Ray  Wisbrock, 
Information  Resources,  Chicago,  111.;  Institutional  Distribution,  NYC;  International  Dairy  Foods  Association,  Washington,  D.C;  Kansas  City  Business  Jour- 
nal, Kansas  Citv,  Mo.;  James  Kennedy,  Kennedy  Publications,  Fitzwilliam,  N.H.;  Los  Angeles  Business  Journal,  Los  Angeles,  Calif.;  Memphis  Business  Jour- 
nal, Memphis,  Tenn.;  Milwaukee  Sentinel,  Milwaukee,  Wis.;  Minnesota  Department  of  Commerce,  St.  Paul,  Minn.;  Nation's  Restaurant  News,  NYC;  Tom 
Webb,  National  Automobile  Dealers  Association,  McLean,  Va.;  National  Home  Center  News,  NYC;  National  Multi  Housing  Council,  Washington,  D.C; 
New  Orleans  City  Business,  Metairie,  La.;  Paper  Industry  Management  Association,  Mount  Prospect,  111.;  Philadelphia  Business  Journal,  Philadelphia,  Pa.; 
Don  Franz,  Photofinishing  News,  Bonita  Springs,  Fla.;  Pittsburgh  Business,  Pittsburgh,  Pa.;  Professional  Builder  &  Remodeler,  Denver,  Colo.;  Progressive 
Grocer's  Marketing  Guidebook  1999,  Stamford,  Conn.;  Puget  Sound  Business  Journal,  Seattle,  Wash.;  Restaurants  &  Institutions,  Des  Plaines,  111.;  Sacramento 
Business  Journal,  Sacramento,  Calif;  St.  Louis  Business  Journal,  St.  Louis,  Mo.;  San  Diego  Business  Journal,  San  Diego,  Calif.;  San  Francisco  Times,  San  Fran- 
cisco, Calif;  Frank  C  Walters,  M.  Shanken  Communications,  NYC;  Simba  Information,  Stamford,  Conn.;  Standard  &  Poor's  Register,  NYC;  Supermarket 
News,  NYC;  Techomic,  Chicago,  111.;  TWICE,  NYC;  U.S.  Census  Bureau,  Washington,  D.C;  U.S.  Department  of  Agriculture,  Washington,  D.C;  U.S. 
Distribution  Journal,  NYC;  Virginia  Business,  Richmond,  Va.;  Ward's  Business  Directory,  Detroit,  Mich.;  Tim  Kleczynski,  Ward's  Communications,  South- 
field,  Mich.;  Washington  CEO,  Seatde,  Wash.;  Bob  Weinberg,  R.S.  Weinberg  &  Associates,  St.  Louis,  Mo.;  Working  Woman,  Harlan,  Iowa. 
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Innovation.  Vision.  They're  such  lofty  ideas. 
Occasionally  someone  actually  demonstrates 
them  by  challenging  fundamental  assump- 
tions. In  aviation,  conventional  wisdom  is  that 
the  process  of  developing  a  new  aircraft 
is  lengthy,  expensive,  fraught  with  pitfalls 
and  delays.  But  at  Fairchild  Aerospace,  our 
328JET  went  from   drawing   board   to  first 


flight  in  a  matter  of 


months.  Plus  we  hit 


THE  PROOF  IS  IN  DOING  IT. 


every  engineering  milestone  along  the  way. 
It's  the  way  we  work.  After  all,  competing  in 
today's  aviation  market  is  no  day  at  the 
beach.   Any  questions?  Call    1-888-328-JETS. 


Outside  the  U.S.,  call  +49/8153-30-0. 


Fairchild  Aerospace  is  a  leading  manufacturer  of  jet 


and  turboprop  aircraft  for  the  commercial  aviation, 


corporate  and  government  markets,  and  provides 
a  wide  range  of  services  for  the  aviation  industry. 


F=AIFtCHIL.D 


/\E  Ft  OS  PACE 


Orville  and  Wilbur  Wright™  represented  by  The  Roger 
Agency,  Inc.,  Beverly  Hills,  CA.    ©  1998  Fairchild  Aeros| 


. 


*l 


The  Wright  Brothers  at  Kitty  Hawk,  North  Carolina,  1903. 


S@@  Top  Private  Companies    The  Big  Five 


Cargill 


ERNEST  MICEK,  62 

With  1,000  locations  in  65  coun- 
tries and  operations  that  range  from 
grain  trading  to  steel  manufacturing, 
Cargill  spans  the  world.  Last  year  that 
global  diversification  hurt  rather  than 
helped:  Asian  woes  and  losses  from  its 
finance  business  pushed  earnings 
down  more  than  40%.  That  hasn't 
deterred  Micek  from  expanding: 
plans  to  buy  up  Continental  Grain's 
grain  business. 

A  Cargill  lifer,  Micek  joined  fresh 
from  the  University  of  Wisconsin  in 
1959.  Took  over  small  Iowa  starch 


plant  in  1970,  moved  up  quickly  run- 
ning highly  profitable  corn  milling 
business  before  taking  over  the  whole 
food  unit  in  1992.  Has  held  chief 
executive  job  for  three  years — and 
they  haven't  been  easy  ones.  Micek,  a 
soft-spoken,  even-keeled  man,  con- 
cedes: "The  transition  was  a  little, 
more  difficult  than  I  thought." 

Micek  praises  die  benefits  of  keeping 
the  company  private.  That's  not  a 
given.  Members  of  the  Cargill  and 
MacMillan  families,  who  own  the  com- 
pany, have  discussed  taking  it  public. 
That  idea  was  quashed,  but,  perhaps  as 
a  conciliatory  gesture,  Micek  made 
some  uncharacteristic  moves  for  a  com- 
pany with  a  history  of  avoiding  cut- 


backs: This  spring  the  company  shui 
down  its  moneylosing  consumer  lend 
ing  arm.  Last  month  the  head  of  it! 
struggling  finance  division  left  abrupt 
ly,  replaced  by  a  three-man  manage 
ment  team.  -PETER  KAFKA  I 

Koch  Industries 

Charles  Koch,  63 

While  the  rest  of  the  oil  and  gas 
business  consolidates  and  contracts 
Koch's  conglomerate  is  growing 
Spate  of  recent  acquisitions 
includes  a  Foster  Wheeler  chemical 
equipment  subsidiary,  USX's  natur- 
al gas  unit,  Purina  Mills'  anima' 


Koch  Industries'  Charles  Koch:  Still  feuding  with  brother  William. 
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Another  time,  another  face. 
Reverso  Duo. 


Reverso.  Avant- 
garde  since  1931. 
Another  time, 
another  place, 
another  face  on  the 
Reverso  -  two 
distinct  back-to- 
back  faces.  powered 
by  a  single, 
manually-wound 
movement.  keep 
track  of  your  time 
on  two  separate  time 
zones.  Simply  turn 
the  case  to  move 
from  here  and  now 
to  then  and  there. 
Whatever  the  time, 
wherever  the  place, 
reverso  duo  takes 
you  there  and  back 
in  exquisite  style. 
Patented  and 
individually 
handcrafted  by  the 
master  watch- 
makers of  jaeger- 
lecoultre  in  the 
authentic  art  deco 
style  of  the  legend- 
ary reverso. 


The  Reverso  Duo's 

CASE  SWIVELS  TO  REVEAL 
ANOTHER  WATCH  WHERE 
A  24-HOUR  HAND  TELLS 
THE  GLOBAL  TRAVELLER 
WHETHER  IT'S  A.M. 
OR  P.M.  IN  THE  SECOND 
TIME  ZONE.  COLD  HANDS 
MATCH  THE  CASE  IN  THE 
18-CARAT  GOLD  VERSION. 


<Jaeger-leCoultre. 


FOR  YOUR  FREE  COPY  OF  THE  MANUFACTURE'S  BOOK  OF  TIMEPIECES  CONTACT 
JAECER-LECOULTRE.  P.O.  BOX  I6O8.  WINCHESTER.  VA  22604.  TEL.  (800)  JLC-TiME.  WWW.MJLC.COM. 


SQ)@  Top  Private  Companies  ;  The  Big  Five 


Cargill 


ERNEST  MICEK,   62 

With  1,000  locations  in  65  coun- 
tries and  operations  that  range  from 
grain  trading  to  steel  manufacturing, 
Cargill  spans  the  world.  Last  year  that 
global  diversification  hurt  rather  than 
helped:  Asian  woes  and  losses  from  its 
finance  business  pushed  earnings 
down  more  than  40%.  That  hasn't 
deterred  Micek  from  expanding: 
plans  to  buy  up  Continental  Grain's 
grain  business. 

A  Cargill  lifer,  Micek  joined  fresh 
from  the  University  of  Wisconsin  in 
1959.  Took  over  small  Iowa  starch 


plant  in  1970,  moved  up  quickly  run- 
ning highly  profitable  corn  milling 
business  before  taking  over  the  whole 
food  unit  in  1992.  Has  held  chief 
executive  job  for  three  years — and 
they  haven't  been  easy  ones.  Micek,  a 
soft-spoken,  even-keeled  man,  con- 
cedes: "The  transition  was  a  little. 
more  difficult  than  I  thought." 

Micek  praises  the  benefits  of  keeping 
the  company  private.  That's  not  a 
given.  Members  of  the  Cargill  and 
MacMillan  families,  who  own  the  com- 
pany, have  discussed  taking  it  public. 
That  idea  was  quashed,  but,  perhaps  as 
a  conciliatory  gesture,  Micek  made 
some  uncharacteristic  moves  for  a  com- 
pany with  a  history  of  avoiding  cut- 


backs: This  spring  the  company  shut 
down  its  moneylosing  consumer  lend- 
ing arm.  Last  month  the  head  of  its 
struggling  finance  division  left  abrupt- 
ly, replaced  by  a  three-man  manage- 
ment team.  -PETER  KAFKA 

Koch  Industries 

CHARLES  KOCH,  63 

While  the  rest  of  the  oil  and  gas 
business  consolidates  and  contracts, 
Koch's  conglomerate  is  growing: 
Spate  of  recent  acquisitions 
includes  a  Foster  Wheeler  chemical 
equipment  subsidiary,  USX's  natur- 
al gas  unit,  Purina  Mills'  animal 


Koch  Industries'  Charles  Koch:  Still  feuding  with  brother  William 


Another  time,  another  face, 
reverso  Duo. 


Reverso.  Avant- 
garde  since  1931. 
another  time, 
another  place, 
another  face  on  the 
Reverso  -  two 
distinct  back-to- 
back  faces.  powered 
by  a  single, 
manually-wound 
movement.  keep 
track  of  your  time 
on  two  separate  time 
zones.  Simply  turn 
the  case  to  move 
from  here  and  now 
to  then  and  there. 
Whatever  the  time, 
wherever  the  place. 
Reverso  Duo  takes 
you  there  and  back 
in  exquisite  style. 
Patented  and 
individually 
handcrafted  by  the 
master  watch- 
makers of  jaeger- 
lecoultre  in  the 
authentic  art  deco 
style  of  the  legend- 
ARY Reverso. 


The  Reverso  Duo's 
case  swivels  to  reveal 
another  watch  where 
a  24-hour  hand  tells 
the  global  traveller 
whether  it's  a.m. 
or  p.m.  in  the  second 
time  zone.  cold  hands 
match  the  case  in  the 
18-carat  gold  version. 


.Jaeger-leCoultre. 


FOR  YOUR  FREE  COPY  OF  THE  MANUFACTURE'S  BOOK  OF  TIMEPIECES  CONTACT 
JAEGER-LECOULTRE.  P.O.  BOX  1608.  WINCHESTER.  VA  22604.  TEL.  (800)  JLC-TlME.  WWW.MJLC.COM. 
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James  P.  Kelly  of  UPS:  Ask  him  about  the  U.S.  Postal  Service 


feed  processing  business. 

A  lanky,  professorial  type,  Charles 
earned  engineering  degrees  at  MIT, 
joined  father  Fred's  business  in 
1961;  took  over  $177  million  com- 
pany after  father's  death  in  1967.  In 
1983  Charles  and  brother  David 
bought  out  estranged  brothers 
William  and  Frederick,  who  later 
claimed  they  were  duped;  13-year 
lawsuit  ensued,  which  William  and 
Frederick  lost  in  June. 

William  still  making  waves,  howev- 
er. Now  accuses  Koch  Industries  of 
stealing  oil  from  federal  government 
and  an  Oklahoma  Indian  tribe. 

Who  says  running  a  private  com- 
pany is  easier  than  running  a  public 
company?  Might  yet  go  public. 
Charles  took  Canadian  pipeline  unit 
public  last  year.  -P.K. 

United  Parcel  Service 

JAMES  KELLY,  55 

Still  trying  to  bring  his  delivery 
company  back  to  full  speed  after  last 
year's  bruising  15-day  strike,  Kelly,  a 
tall,  physically  imposing  sort,  calls 
labor  setback  "a  wake-up  call."  It's 
still  ringing — package  volume  is 
down  3.9%  from  a  year  ago.  New 


Jersey  native,  graduated  from  Rutgers 
University  on  the  G.I.  Bill  after  Navy 
tour.  Following  a  brief  stint  as  an 
accountant,  joined  UPS 

as  a  driver.  Salary:  $2.85  an  hour. 
Up  through  the  ranks,  won  chief 
executive  post  1997.  Now  expanding 
abroad  and  in  cyberspace.  Favorite 
pastime:  bashing  the  U.S.  Postal 
Service,  which  he  terms  "an  anti- 
competitive, anti-free-enterprise  gov- 
ernment bureaucracy  that  wouldn't 
last  one  day  in  the  free  and  open 
market  of  real  competition."  Feisty 
fellow.  -P.K 

Goldman  Sachs  &  Co. 

JON   CORZINE,   51 

He  pushed  for  what  would  have 
been  the  mother  of  all  IPOs  of  this 
longtime  holdout  from  public  owner- 
ship, but  that  will  have  to  wait.  Finan- 
cial stocks  haven't  yet  recovered  from 
late  summer's  market  turmoil.  Corzine 
was  born  in  a  farmhouse  in  Willy's  Sta- 
tion, 111.,  population  50;  married  to 
kindergarten  classmate.  After  Univer- 
sity of  Illinois  earned  M.B.A.  at  night  at 
University  of  Chicago  while  bond 
trading  during  the  day.  Came  to  Gold- 
man in  1975;  cohead  of  fixed  income 


division  from  1988-94,  took  top  spot 
in  1994.  Since  June  1998  has  run  this 
old-line  financial  house  in  tandem  with 
Cochairman,  co-Chief  Executive 
Henry  (Hank)  Paulson,  another  Illi- 
nois native.  -P.K 

Continental  Grain 

PAUL  FRIBOURG,  44 

The  Fribourg  family  has  been 
in  the  grain  business  since  1813, 
but  that  legacy  could  end  next  year. 
Paul  plans  to  sell  off  Continental's 
commodity  trading  business  to  rival 
Cargill;  Fribourg,  who  took  oven 
last  year,  says  that  the  move  will 
let  him  concentrate  on  the  compa- 
ny's other  agribusiness  and  financial 
services  units. 

He  has  his  work  cut  out  for  him. 
Worldwide  slump  in  commodity 
prices  beat  down  1998  revenues  by 
more  than  6%.  ContiFinancial,  the. 
publicly  traded  mortgage  lender  in 
which  Continental  Grain  owns  a; 
three-quarter  stake,  is  worse  off.  Its 
shares  are  down  80%  from  their 
April  high,  forcing  Fribourg  to 
pledge  the  private  company's  sup- 
port this  fall. 

Fribourg  has  been  preparing  for 
the  job  since  he  joined  the  company 
after  Amherst  College  in  1976.  His 
task — running  operations  in  60 
countries — will  be  different  from  his 
father's  job  of  building  smallish  outfit 
into  global  giant.  "In  the  past  we 
could  be  run  by  one  individual,"  he 
says.  "Now  it  takes  a  team."  -P.K. Ml 


Goldman's  Jon  Corzine:  IPO  on  hold 
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Rank 
'98 

'97 


Company/Chief  executive 
business 


Revenues 

($mil) 


-Profits- 


operating     net 

($mil)       ($mil) 


Assets      Employees 

($mil) 


Fiscal 
year-end 


- 

C  argil  I  Ernest  S  Micek 

intl  marketer  &  processor  of  agricultural  &  industrial  commodities 

$51,400 

$2,300e 

$468 

-           80,600 

May 

2 
3 
4 
5 
6 

25 

KOCh  Industries  Charles  Koch 

oil  &  gas,  chemicals,  agriculture,  minerals,  real  estate,  finance,  animal  feed 

United  Parcel  Service/James  p  Keiiy 

package  delivery 

Goldman  Sachs  &  Co/Jon  s  corzme 

:  brokerage,  investment  banking 

36,200 

3,950e 

7008 

15,600 

June 

22.458 

2,719 

909        $4,477          330,000 

Dec 

20,433 

3,192 

2,746             178            12,460 

Nov 

Continental  Grain  Paul  j  Fnbourg 

markets  commods.  processes  poultry  &  meat;  mills  flour  &  feed;  financial  svcs 

PricewaterhouseCoopers/james  j  schiro 

accounting,  auditing,  tax  &  consulting  services 

15,000 

500e 

lOOe 

-            17,500 

Mar 

15,000e 

— 

— 

-          144,000 

June 

7 

6 

8 

7 

9 

n 

10 

8 

11 

9 

12 

10 

13 

21 

14 
15 

15 

16 

18 

MarS/Forrest  E  Mars  Jr 

makes  candy,  ice  cream  &  pet  food;  rice;  electronics 

Andersen  Worldwide^  Robert  Grafton 

<  &  consulting  services 

14,500e 
13.700 

1.700e 
3,700e 

900e 

-            30,000 

Dec 

2,740e 

-          110,000 

Aug 

Bechtel  Group  Rley  P  Bechtel 

engines-                    -lopment,  construction  &  management 

PubliX  Super  MarketS/Howard  M  Jenkins 

582  supermarkets  in  Alabama,  Florida.  Georgia  &  South  Carolina 

KPMG  Peat  Marwick/Stephen  G  Butler 
accounting,  auditing,  tax  &  consulting  services 

Emst  &  Young/Philip  A  Laskawy 
accounting,  assurance,  tax  &  consulting  services 

Holberg  Industries/John  vHoiten 

distributes  food  &  related  products;  parking  management 

Deloitte  ToUChe  TohmatSU/Edward  A  Kangas 
ting,  auditing,  tax  &  consulting  services 

11,300 

620e 
610 

225e 

355           3.2 

-            31,000 

Dec 
Dec 

11.224 
10,600 
10,500 
10.100* 
9.000 

95          111,000 

2,335e 

1 ,590e 

91,500 

Sept 

2,62Se 
165* 

1,890a 

-  82,000 

-  19,800 

Sept 
Dec 

2,700e 

1,880a 

-            82,000 

June 

Meijer/Fred  Meijer 

general  merchandise  &  grocery  stores  in  the  Midwest 

7,600e 
7,000 

455a 

350a 

230e 
125a 

82,000 

Jan 

HE  Butt  Grocery/Charles  C  Butt 

H-E-B  &  H-E-B  Pantry  Food  stores;  milk  plant  &  bread  bakery  in  Texas 

45.000 

Oct 

17 

16 

18 

19 

19 

32 

•20 

23 

Levi  StraUSS  &  Co/Robert  D  Haas 

Levis.  Dockers  &  Slates  jeans  &  other  casual  apparel 

Aramark/Joseph  Neubauer 

es  food  svcs;  uniform  &  career  apparel;  child  care  &  educational  svcs 

6.900 
6,350 

l.OOOe 

— 

-            30,000 

Nov 

525 

130 

-          150,000 

Sept 

•Alliant  Foodservice/Charles  P  Pieper 
distributes  food  to  restaurants,  hotels,  hospitals  &  other  nonretail  facilities 

6,100* 

— 

— 

-            12,000 

Dec 

Marmon  GrOUp/Robert  A  Pritzker 

diversified  manufacturer  of  auto  parts,  railroad  equip  &  industrial  prods 

6,003 

835e 

316           5,554            35,000 

Dec 

21 

28 

Fidelity  InveStmentS/Edward  C  Johnson  3d 
mutual  funds,  discount  brokerage,  pension  management 

5,878 

2, 115e 

536         22,435            27,900 

Dec 

22 

JM  Family  Enterprises/Pat  Moran 

independent  distributor  of  Toyotas;  auto  dealerships;  financial  services 

5,500 

145e 

87a 

-             3,000 

Dec 

23 

Montgomery  Ward  &  Co/Roger  v  Goddu 

department  &  specialty  stores,  catalog  sales 

5,386 

-478 

-1,160          4,572           46,000 

Dec 

24 

30 

25 

39 

Huntsman/Jon  M  Huntsman 
chemicals,  polymers,  packaging  products 

C&S  Wholesale  Grocers/Richard  b  Cohen 

wholesales  food  to  supermarkets,  retail  stores  &  military  bases 

5,200 
5,120 

5508 

— 

-             9,550 

Dec 

165e 

65e 

-             4,000 

Sept 

■  Not 

)n  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  forma  f 

gures;  reflects 

recent  acquisition. 

Forbes  ■  November  30,  1998 
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OUU  lop  Private  Companies 


Rank    Company/Chief  executive 
'98      business 
'97 


Revenues      Profits 

operating     net 

($mil)  ($mil)       ($mii; 


Assets     Employees      Fiscal 
year-end 

($mil) 


f  26 

35 

SC  Johnson  &  Son/William  D  Perez 

specialty  products  for  home,  personal  care  &  insect  control 

$5,000e 

$895e 

$300e            — 

13,200 

June 

27 

38 

Enterprise  Rent-A-Car/Andrew  c  Taylor 

auto  rental,  leasing,  car  sales 

4,180 

550e 

188e            — 

37,000 

July 

28 

33 

•Hechinger  Investment/Mark  s  Schwartz  jr 

Hechinger.  Home  Quarters  &  Builders  Square  home  improvement  centers 

4,100e 

—  ■ 

—             — 

26,000 

Dec 

29 

36 

Giant  Eagle/David  S  Shapira 

supermarkets  in  Pennsylvania.  Ohio  &  West  Virginia;  wholesales  food 

4,065e 

165e 

65e            — 

25,000 

June 

30 

29 

Clark  USA/William  C  Rushack 

refines  &  markets  petroleum  products;  gasoline  &  convenience  stores 

3,925 

133 

-87         $1,276 

7,500 

Dec 

31 

37 

Pathmark  Stores/James  Donald 
supermarkets  &  drugstores  in  eastern  US 

3,696 

203 

-28             900 

28,000 

Jan 

32 

40 

Hallmark  CardS/lrvine  0  Hockaday  Jr 

greeting  cards  &  related  products-,  television  programming;  art  materials 

3,660 

585e 

330e            — 

21,525 

Dec 

33 

41 

Menard/John  Menard 

home  improvement  centers  in  the  Midwest 

3,500e 

21  Oe 

88e            — 

7,000 

Dec 

34 

24 

•Borden/C  Robert  Kidder 
pasta,  snacks  &  packaged  foods;  consumer  adhesives:  ind  chemicals;  housewares 

3,482 

398 

278          3.050 

15,000 

Dec 

35 

43 

Graybar  Electric/can  l  Hail 

wholesales  &  distributes  electrical  &  communications  equipment 

3,338 

126 

53          1,052 

7,200 

Dec 

36 

45 

Hy-Vee/Ronald  D  Pearson 

Hy-Vee  Food  stores.  Drug  Town  drugstores  &  Heartland  Pantry  convenience  stores 

3,200 

95e 

40e            — 

41,200 

Sept 

37 

42 

MilNken&  Co/Roger  Milliken 
textiles  &  chemical  products 

3,200e 

385e 

lOOe            — 

16,000 

Nov 

38 

31 

COX  Enterprises/James  C  Kennedy1 
newspapers,  television,  auto  auctions 

3,130e 

145e 

120e           — 

51,000 

Dec 

39 

259 

•Asbury  Automotive  Group/Thomas  Gibson 

auto  dealerships 

3.1002 

82e 

—             — 

5.100 

Dec 

40 

55 

Science  Applications  International  j  Robert  Beyster 

technology  research  &  development  &  systems  integration 

3,089 

235 

85          2,415 

32,000 

Jan 

41 

22 

Amway/Dick  oevos3 

direct  sales  of  household  &  personal  care  products 

2,900e 

250e 

140e            — 

14.000 

Aug 

42 

49 

JR  SimplOt/Stephen  A  Beebe 

processes  potatoes,  vegetables,  cheese  &  other  foods;  fertilizer;  livestock 

2,900 

290e 

130e            - 

12,000 

Aug 

43 

48 

Schwan's  Sales  Enterprises/Alfred  scnwan 

delivers  frozen  pizzas  &  other  frozen  foods  to  homes,  hospitals  &  schools 

2,850e 

290e 

135e            — 

6,000 

Dec 

44 

44 

Peter  Kiewit  Sons'/Kenneth  E  Stinson 
heavy  construction,  construction  materials,  mining 

2,764 

190 

155             — 

15.000 

Dec 
Dec 

45 

56 

Lefrak  Organization/samuei  j  LeFrak 

real  estate  development  &  management:  entertainment;  oil  &  gas 

2,750 

— 

—             — 

16.000 

46 

34 

Advance  Publications/si  Newhouse  jr 

newspapers.  Conde  Nast.  New  Yorker 

2,700et 

415et 

185et          — 

20.000 

Dec 

47 

65 

Mid-Atlantic  Cars/Frank  cuteri 

auto  dealerships 

2,640e 

70e 

35e           — 

4,750 

Dec 

48 

57 

•WeSCO  Distribution/Roy  W  Haley 

distributes  electrical  supplies,  components  &  related  products 

2.595 

91 

36            871 

5.000 

Dec 

49 

73 

VT/Cecil  Van  Tuyl 
auto  dealerships 

2,587 

70e 

35e            — 

5.000 

Dec 

50 

51 

RenCO  GrOUp/Ira  L  Rennet. 

steel  &  refined  lead:  mines  coal:  builds  HumVee  &  Hummer  all-terrain  vehicles 

2,550 

285a 

35e            — 

11.000 

Oct 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  "Pro  forma 
results  from  public  companies  Cox  Communications  and  Cox  Radio.  2Company  provided  estimate 

204 

igures;  reflect 
or  1998.  3Ste 

s  recent  acquisition.  tPro  forma  figures;  reflects  recent  divestiture.  'Excludes 
ve  Van  Andel  is  co-chief  executive. 

Forbes  ■  November  30,  1998 

You  Have  Our  Attention. 

No  mattei  how  hard  times  get, 
.it  least  we've  made  personal  insurance  (,'^y 


Royal  & 

ML 

A 

SUNALLIANCE 

1998  Royal  &  SunAlliance.  Charlotte  NC  28273  ■  www.royalsunalliance  com 
Iwirie  Royal  &  Sun  Alliance  Insurance  Group  pic 


Providing  commercial  property  and'casualty, 
personal  and  specialty  insurance  coverages 


It's  not  as  fumi 


Ihere  are  advanced  4x4s.  And  there 
are  advanced  4x4s. 

To  what  do  we  attribute  this  pro- 
found split  in  the  gene  po<  Ir 

The  1999  Range  Rover  4.6  USE -the 
technological  wundcrUind  from,  you 
guessed  it,  Britain. 

It  can  do  anything  it  puts  its 
microchips  to. 

It  processes,  calculates,  recalculates, 


adjusts,  and  generally  masterminds 
every  nanosecond  of  every  ride  in 
every  kind  of  condition  on  any  and  all 
terrain. 

Technologically  speaking,  it  makes 
your  PC  look  like  a  chisel. 

The  Range  Rover  is,  in  short,  enor- 
mously gifted. 

With  four-wheel  electronic  traction 
control,  lor  instance.  And  tour-channel 


all-terrain  ABS,  which  can  make  I 
corrections  per  second.  15,000  f  I 
minute.  900,000  per  hour. 

It  also  has  electronic  air  suspe  1 
with  five  ride  heights,  as  well  as 
matic  self-leveling. 

Suffice  it  to  say  that  the  Range  ■ 
isn't  among  the  pavement-challe  | 

Or  the  unpavement-challenge 
that  matter. 


p  you  think. 


■ 


NTor  is  it  unprepared  for  any  other 
p  allenging  scenario. 

Even  its  front  and  side  airbags  are 
tp igned  to  distinguish  between 

off-road  jolt  and  an  on-road"Uh-oh, 

le  to  fully  deploy!"  accident. 

\nd  what  makes  the  Range  Rover 
«2n  more  impressive,  of  course, 
j  that  its  engineering  is  seamlessly 

erwoven  with  the  highest  level  of 


luxury  and  refinement. 
So  why  not  call  1-800-FINE  4WD  for 


the  nearest  retailer?  Or  visit  us  at 
www.Best4x4.LandRover.com. 

Needless  to  say,  the  Range  Rover  is  a 
considerable  distance  from  the  bottom 
of  the  price  chain.  But  that's  hardly 
surprising  for  the  one  4x4  that  isn't 
dragging  its  knuckles  on  the  ground. 

Will  it  ever  become  advanced 
enough  to  pursue  other  interests? 

Nyet. 


Always  use  your  seatbelts.  SRS/uirbags  alone  do  not  provide  sufficient  protection. 


9VV   lop  rnvare  ^ompamci* 

Rank 
•98 

'97 

Company/Chief  executive 
business 

Revenues 

($mil) 

Profits 

operating 

($mil) 

net 

($mil) 

Assets 

($mil) 

Employees 

Fiscal 
year-end 

T 

rw 

Schneider  NatJOnal/Donald  J  Schneider 

$2,512 

$300e 

$75e 

— 

16,500 

Dec 

1 

70 

truckload  carrier 

52 

Gulf  States  Toyota/Jerry  Pyle 

2,500e 

SOe 

25e 

— 

1,600 

Dec 

60 

independent  distributor  of  Toyotas 

53 

Perdue  Farms/James  A  Perdue 

2,480 

160B 

25e 

— 

20,000 

Mar 

66 

processes  poultry 

54 

MacAndrews  &  Forbes  Holdings/Ronald  opereiman1 

2,467 

444 

149 

$3,377 

5,235 

June 

20 

First  Nationwide  Bank 

55 

•Entex  Information  Services/John  McKenna 

2,457 

79 

18 

736 

8,200 

June 

52 

PC  &  network  support  services  for  large  corporations  &  government  agencies 

56 

Southern  Wine  &  Spirits/Harvey  Chapim 

2,450 

lOOe 

50e 

— 

4,500 

Dec 

68 

distributes  wine  &  spirits 

57 

Hendrick  Automotive  Group/jc  Perkins 

2,434 

65e 

32e 

— 

4,300 

Dec 

53 

auto  dealerships:  auto  racing 

58 

Randalls  FOOd  MarketS/R  Randall  Onstead  Jr 

2,419 

124 

21 

884e 

18,000 

June 

50 

Tom  Thumb  Food  &  Pharmacy,  Randalls  Food  &  Pharmacy  stores 

' 

59 

Core-Mark  International/Robert  Alien 

2,396 

36 

6 

337 

2,312 

Dec 

' 

64 

distributes  tobacco  products,  candy,  health  &  beauty  aids 

60 

HearSt/Frank  A  BennackJr 

2,375e 

450e 

175e 

— 

13,555 

Dec 

. 

47 

newspapers,  magazines,  cable  TV,  books,  broadcasting,  syndicates  comic  strips 

- 

61 

Wegmans  Food  Markets/Robert  b  wegman 

2,340 

SOe 

50e 

— 

26,231 

Dec 

61 

Wegmans  Food  Markets  stores;  Chase-Pitkin  Home  &  Garden  Centers 

62 

Jitney  Jungle  Stores  of  America/Michael  Julian 

2,315 

115 

-3 

— 

18,500 

Dec 

- 

59 

Jitney  Jungle,  Delchamps,  Sack  &  Save  supermarkets;  Pump  &  Save  gas  stations 

J 

1 

63 

Peabody  Holding/lrl  Engethardt 

2,246 

428 

-22 

6,355 

7,344 

Mar 

■ 

mines  coal;  markets  fuel  &  power 

': 

64 

Belk  Stores  Services/John  m  Beik 

2,225e 

175b 

68s 

— 

29,000 

Jan 

74 

department  stores 

65 

Kohler/Herbert  V  Kohler  Jr 

2,200 

140e 

88e 

— 

18,000 

Dec 

m 

75 

plumbing  prods,  engines,  generators,  furniture,  decorative  tile,  hotels,  golf  courses 

66 

McKinsey  &  C0/Rajat  Gupta 

2,200 

660e 

485e 

— 

8,500 

Dec 

76 

international  business  consulting  firm 

*  [" 

67 

Raley'S/Michael  Teel 

2,193 

66e 

33e 



15,000 

June 

OF 

77 

Raley's  Food  &  Drug  stores,  Bel  Air  Markets,  Nob  Hill  stores 

68 

Keystone  F00dS/Herbert  Lotman 

2,184 

25 

lie 

419 

4.300 

Dec 

78 

processes  beef  &  poultry  for  food  svcs;  distribs  food  &  other  supplies 

69 

•American  Axle  &  Manufacturing/Richard  e  Daucn 

2,148 

116 

55 

1,018 

8,250 

Dec 

63 

makes  driveline  systems,  chassis  components  &  forged  prods  for  the  auto  industry 

•  k 

70 

Red  Apple  Group/John  Catsimatidis 

2,115e 

85e 

30e 

— 

4.000 

May 

r 

67 

supermarket  chain  in  New  York  City-,  convenience  stores;  refines  oil;  real  estate 

71 

Transammonia/Ronaid  p  stanton 

2,104 







249 

Dec 

54 

trades  &  ships  fertilizers,  liquefied  petroleum  gas  &  petrochemicals 

72 

Jordan  Motors/Jordan  Kapson2 

2,062 

25e 

17e 



135 

Dec 

69 

auto  dealership  &  fleet  sales 

73 

International  Data  Group/Patrick  jMcGovem 

2,060 

412 

ZOOe 

— 

11,500 

Sept 

81 

computer  publications  &  market  research;  computer  trade  shows 

74 

Guardian  Industries  wiiham  Davidson 

2,000e 

320b 

160s 



14.000 

Dec 

i 

94 

flat  glass,  fiberglass  insulation,  plasties,  auto  glass 

■ 

75 

MBM/Jerry  L  Wordsworth 

2,000 

52 

21 



1,600 

Dec 

1 

89 

distributes  food  &  related  products  to  restaurant  chains 

if 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  B:  Estimate.  *Pro  forma 
companies,  includes  Jordan  Toyota. 

figures;  reflet 

ts  recent  acquisition 

'Excludes  holdings  in 

ievlon  and  other  pub 

lie 

t 
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1-S00-OPTIONS 


THE  INVESTOR'S  POWERTOOL 


Options  are  wonderfully 

ouerfid  tools  for  managing 

Lsk.   When  used  in  a 

rudent,  risk-controlled 

ishioi\,  the>  can 

educe  portfol 

olatility... 

L  person  who 

ses  a  powerful  tool, 

.hether  it's  a  wrench  or  an 

ption,  should  take  steps  to 

nsure  the  tool  is  used 

roperly." 

lobert  D.  Amott 
Resident  and  CEO 
irst  Quadrant 
Wadena,  CA 


The  Adjustable 
Solution. 

First  Quadrant  invests 
about  $26  billion  in  assets 
and  overlay  programs  for 
a  variety  of  clients 
worldwide,  including 
pension  funds, 
endowments,  foundations 
and  other  types  of 

investment 

p)      funds. 

I  /      Amott 
explains: 

"We  have  three 
elements  to  our 
investment  philosophy." 

"The  first  is  a  pre-disposition 
toward  contrarian 
investing.  The  markets 
don't  reward  comfort." 

"Secondly,  we're  quantitative. 
We  try  objectively  to 
take  emotion  out  of  the 
investment  process." 

"The  third  element  is  our 
use  of  multi-disciplinary 
techniques." 

"Options  are  key  tools  in 
helping  us  implement  our 
investment  philosophy. 


Responding 
To  An  Ever 
Changing 
Market. 

Options 
allow  you  to 
adjust  to 
market  changes 
almost  instantly, 
our  Tactical  Asset 
Allocation  (TAA)  program 
we  adjust  exposure  to 
overpriced  and  underpriced 
assets.  One  of  the  beauties 
of  options  in  TAA  is  that 
they  give  us  a  very  direct  way 
to  have  our  asset  allocation 
self-adjust  to  market 
movements." 

"Our  Tactical  Option 

in  (TOP)  is  an  option- 
based  overlay  strategy 
designed  with  the  goal  of 
adding  incremental  value  to 
the  underlying  investment 
portfolio,  particularly  during 
the  non-turbulent  periods  of 
the  market  cycle." 

"And  our  analysis  suggests 
that  options  often  give  us  a 
big  reduction  in  trading  costs 
compared  with  trading  in 
underlying  markets." 


The  Growing  Interest 
In  Options. 

The  Chicago  Board  Options 
Exchange  (CBOE)  offers 
options  on  more  than  1,200 
equities  and  40  stock 
indexes,  including  the  S&P 
500'(SPX"),S&P100" 
(OEX '),  Russell  2000' 
(RUT),  Nasdaq  100' 
(NDX  )  and  Options  on 
The  Dow    (DJX). 

The  growth  in  open  interest 
at  the  CBOE  is  indicative  of 
the  many  ways  investors  are 

using  options. 


CBOE  Options  Open  Interest 

Record  Year-end  Open  Interest  in  1997  - 

15.7  Million  Contracts 


,,-. ,1,1,1,1,0,1,8,1,1,1, 


i     I     I     i     I    i     I     i    1 


To  learn  more  about  how 
to  put  options  to  work 
in  your  portfolio,  call 
the  CBOE  at 
1-800-OPTIONS 
(Ext.  323)  or  visit 
our  Web  site  at 
www.cboe.com. 


> ,  Chicago  Board 


\s 


Options  Exchange 


)ptions  involve  risk  and  are  not  suitable  for  all  investors.  Prior  to  buying  and  selling  options,  a  person  must  receive  a  copy  of  Characteristics  and  Risks  of 
Standardized  Options  which  is  available  from  the  Chicago  Board  Options  Exchange  (CBOE)  by  calling  1-800-OPTIONS  or  by  writing  to  the  Exchange  at  400 
LaSalle  Street.  Chicago.  IL  60605.  "Options  on  The  Dow'""  is  a  service  mark  of  Dow  Jones  &  Company,  Inc.  and  has  been  licensed  for  certain  purposes 
>y  the  CBOE.  CBOE's  options  based  on  the  Dow  Jones  Averages  are  not  sponsored,  endorsed,  sold  or  promoted  by  Dow  Jones,  and  Dow  Jones  makes  no 
epresentation  regarding  the  advisability  of  investing  in  such  products.  S&P  100-  and  S&P  500  are  registered  trademarks  of  the  McGraw-Hill  Companies, 
nc,  and  are  licensed  for  use  by  the  CBOE.  The  Nasdaq  100-  is  a  registered  mark  of  The  Nasdaq  Stock  Market,  Inc.  This  mark  is  licensed  for  use  by  the  CBOE 
n  connection  with  the  trading  of  options.  Such  options  have  not  been  passed  on  by  Nasdaq  as  to  their  legality  or  suitability,  and  such  options  are  not  issued, 
:ndorsed,  sold  or  promoted  by  Nasdaq.  Nasdaq  makes  no  warranties  and  bears  no  liability  with  respect  to  such  options.  The  Russell  2000'  Index  is  a  registered 
rademark  of  Frank  Russell  Company.  ©  1998  Chicago  Board  Options  Exchange.  All  Rights  Reserved. 


OUU  lop  rnvate  companies 


Rank    Company/Chief  executive 
'98      business 
'97 


Revenues      ,: Profits 

operating     net 

($mil)  ($mil)       ($mil) 


Assets 


Employees       Fiscal 
year-end 


m 

Lifestyle  Furnishings  International/Wayne  b  Lyon1 

manufactures  &  markets  home  furnishing  products 

$1,960 

$197 

$29 

$1,151 

31,900 

Nl 

Dec 

77 

87 

Neuman  Distributors/Samuel  Toscano  Jr 

distributes  pharmaceuticals  &  medical  equipment  to  hospitals  &  drugstores 

1,953 

15 

1 

420 

950 

Apr 

78 

83 

Consolidated  Electrical  Distributors/Keith  w  coibum 

wholesales  &  distributes  electrical  equipment 

1,950e 

lOOe 

40e 

— 

4,500 

Dec 

79 

84 

Goodman  Manufacturing/Frank  Murray 

manufactures  Amana  air-conditioning  &  heating  equip  &  other  large  appliances 

1.925e 

100e 

45e 

— 

7,500 

Dec 

80 

85 

Gilbane  Building/Paul  J  Choquette  Jr 

constructs  airports,  educational,  government  facilities,  water  treatment  plants 

1,923 

38e 

lie 

— 

1,148 

Dec 

81 

71 

Global  Petroleum/Alfred  A  Slifka 
trades  petroleum 

1,900 

19e 

13e 

— 

175 

Dec 

82 

82 

Metromedia/John  w  Kiuge 

Ponderosa  steakhouses,  Bennigan's  &  other  restaurants;  industrial  equip 

1,900e 

— 

— 

— 

63,000 

Dec 

83 

90 

Penske  Truck  Leasing/Brian  Hard 

leases  trucks;  logistics  management  svcs 

1,900 

600e 

110e 

— 

14,000 

Dec 

84 

120 

Holman  Enterprises/John  w  Koib 

auto  dealerships,  fleet  sales  &  leasing;  remanufactures  auto  parts 

1,870e 

50e 

24e 

— 

2,700 

Dec 

85 

118 

Black  &  VeatCh/Len  Rodman 

engineering,  construction  &  technical  consulting  services 

1,863 

39 

14 

936 

7,000 

Dec 

86 

72 

Ed  Morse  Automotive  Group/Edward  j  Morse 

auto  dealerships 

1,855 

33 

6 

351 

2,023 

Dec 

87 

92 

QuikTrip/Chester  Cadieux 

gasoline  &  convenience  stores  in  7  southern  &  midwestern  states 

1,830 

89 

33 

293 

4,635 

Apr 

88 

58 

Gulf  Oil/Gary  Kaneb 

wholesales  &  distributes  oil  &  petroleum  products 

1,800 

20e 

15e 

— 

185 

Sept 

89 

95 

Schnuck  Markets/craig  d  schnuck 

supermarkets  in  the  Midwest 

1,800 

55e 

35e 

— 

16,000 

Oct 

90 

113 

Ingram  Industries/Martha  r  Ingram 

distributes  books;  marine  transportation;  insurance 

1,796 
1,770e 

lOOe 

50e 

— 

6,362 

Dec 

91 

103 

92 

■ 

Carlson  C0S/Manlyn  Carlson  Nelson 

TGI  Friday's  restaurants.  Radisson  hotels.  Carlson  Wagonlit  Travel 

177e 

103e 

— 

40,000 

Dec 

JF  Shea  CO/John  F  Shea 
home  builder  &  general  contractor 

1,750' 

lOOe 

60e 

- 

2,000 

Dec 

93 

102 

UniGrOUp/RobertJ  Baer 

United  Van  Lines  &  Mayflower  Transit  moving  services 

1,749 

42 

12 

707 

1,577 

Dec 

94 

93 

95 

91 

Stater  Bros  Markets/Jack  h  Brown 

112  supermarkets  in  California 

1,746 

50 

20 

— 

10,500 

Sept 

DeNIOUlaS  Super  MarketS/Telemachus  A  Demoulas 

DeMoulas  &  Market  Basket  supermarkets  in  Massachusetts  &  New  Hampshire 

1,742 

87e 

58e 

— 

12.350 

Dec 

96 

112 

97 

105 

84  Lumber/Margaret  Hardy-Magerko 

supplies  building  materials  to  contractors,  remodelers  &  do-it-yourselfers 

1,700 

125e 

50 

350 

4,500 

Dec 

Gordon  Food  Service/Daniel  Gordon 

distributes  food  to  restaurants,  schools  &  health  care  facilities 

1,700 
1,641 

60e 

35e 

— 

3,400 

Oct 

98 

108 

Flying  J/J  Phillip  Adams 

truck  &  travel  plaza  stops;  oil  refining,  production  &  exploration 

51e 

13e 

— 

8.000 

Jan 

99 

88 

100 

86 

HT  Hackney/William  B  Sansom 
distributes  food  &  petroleum 

1,623 
1,606 

52e 

17b 

199 

2,643 

Mar 

ScOUlar/Marshall  E  Faith 

trades  &  stores  gram  &  feed  ingredients 

168 

— 

— 

280 

May 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e;  Estimate.  "Pro  form 
■"Company  provided  estimate  for  1998. 
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i  figures;  refle 

cts  recent  acquisition.  'Announced  plans  to  go  public. 
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Cancel  the  warm  milt. 
I  dont  think  111  need  it." 


Tke  advantages  of  a  Four  Seasons  Hotel  are  okvious  even  in  tke  dark.  Tkere's  tke  sensation  of  slipping 
ketween  fine  cotton  skeets,  tkougktfully  Frenck-folded  for  dreamlike  comfort.  Tke  luxury  of  curling  up  under 
our  goose-down  duvets.  Tke  kack-sootking  firmness  of  our  mattresses,  eack  custom-made         ,*k 
to  Four  Seasons  specifications.  Awakening  kours  later,  you'll  feel  as  if  you  kaven't  slept  (js||j. 

so  soundly  in  years.  So  we  apologize,  in  advance,  for  tke  promptness  of  our  ^* 

wake-up  call.  Tke  demands  of  kusiness  demand  notking  less.  Telepkone  your  FOUR  SEASONS 

travel  counselor  or  in  tke  U.S.,  1-800-332-3442.  wek  site:  www.fourseasons.com      3%o6da™/Me<^ 

Defining  ike  art  oj service  at  40  hotels  in  1Q  countries. 
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fioi 

97 

Eby-BrOWn/RichardWWake1 
distributes  candy,  tobacco,  food  &  merchandise 

$1,600 

$32e 

$5e            — 

1,450 

Dec 

102 

109 

Golub/Lewis  Golub 

Price  Chopper  supermarkets  &  Mini  Chopper  convenience  stores 

1,600e 

50e 

19e           — 

17,500 

Apr 

103 

96 

Southwire/Roy  Richards  Jr 

copper  &  aluminum  rod,  electrical  power  cables  &  specialty  wires 

1,600 

1906 

80e             — 

4,800 

Dec 

104 

107 

Sammons  Enterprises/Robert  w  Korba 

insurance,-  industrial  equipment 

1,565e 

165e 

100e           — 

2,300 

Dec 

105 

114 

106 

140 

107 

123 

Brookshire  Grocery/James  Hardin 

Brookshire  &  Super  1  supermarkets 

1,535e 

40e 

17e           — 

10,700 

Sept 

Holiday  COS/Ronald  A  Erickson 
Holiday  Station  Stores;  wholesales  food 

1,520e 

40e 

—             — 

6,000 

Dec 

HaWOrth/Gerald  B  Johanneson 

designs  &  manufactures  office  furniture  &  seating 

1,510 

180e 

90e            — 

10,000 

Dec 

108 

116 

Grant  Thornton/scott  Reed 

accounting  &  consulting  services 

1,506 

270e 

180e           — 

20,160 

Dec 

109 

128 

RaceTrac  Petroleum/cari  Boich  jr 

RaceTrac  &  Raceway  convenience  stores  &  gasoline  stations  in  13  states 

1,500 

72e 

27e            — 

3,800 

Dec 

110 

132 

Alex  Lee/Boyd  L  George 
distributes  food;  supermarkets 

1,500 

42e 

15e           — 

7,822 

Sept 

111 

■ 

112 

115 

Central  National  Gottesman/Kenneth  LWaiiach 

retails  &  distributes  pulp  &  paper 

1,500 

30e 

9e           — 

900 

Dec 

Golden  State  FOOdS/James  E  Williams 

processes  &  distributes  food  &  supplies  to  McDonald's  outlets 

1,500e 

68e 

30e           — 

2,000 

Dec 

113 

151 

Quality  King  Distributors  Gen  Nussdorf 

distributes  pharmaceuticals,  health  &  beauty  care  prods,  fragrances  &  groceries 

1,500 

55e 

35e           — 

1,000 

Oct 

114 

133 

Andersen  Corp/Donald  Garofalo 
manufactures  windows 

1,450e 

300e 

175e           — 

4,500 

Dec 

115 

130 

BD0  Seidman/cecii  Fleming 

accounting,  assurance,  tax  &  management  consulting 

1,450 

260e 

175e           — 

16,022 

Dec 

116 

80 

Lennox  International/John  w  Norris  ir 

climate-control  systems  &  equipment 

1,440 

160e 

70e            — 

14,000 

Dec 

117 

134 

Booz,  Allen  &  Hamilton/wiiiiam  f  stasior 

management  &  technology  consulting 

1.400 

280e 

140e           — 

8.000 

Mar 

118 

119 

Jeld-Wen/Richard  LWendt 

manufactures  windows  &  doors;  building  materials;  develops  resorts 

1,400e 

— 

-             - 

11.000 

Dec 

119 

145 

Potamkin  Cos/Robert  Potamkin2 

auto  dealerships  in  New  York,  New  Jersey,  Florida  &  Pennsylvania 

1,400 
1,400 

32e 
41e 

13e          $195 
27e            — 

1.600 

Dec 

120 

191 

Purity  Wholesale  Grocers/sai  Ricciardi 

distributes  groceries 

650 

June 

121 

99 

PilOt/James  A  Haslam  III 

107  travel  centers;  47  convenience  stores 

1,388 

77 

57             262 

5,724 

Dec 

122 

221 

H  Group  Holding/Jay  Pntzker 

Hyatt  hotels  &  resorts 

1,378e 

400a 

115e           — 

43,000 

Dec 

123 

126 

Services  Group  of  America/Thomas  j  Stewart 

distributes  food  to  hospitals,  restaurants,  schools  &  supermarkets,  real  estate 

1,350 

42e 

16e           — 

2,300 

Jan 

124 

117 

Clark  Enterprises/A  James  Clark 

contractor  &  builder  of  hotels,  office  bldgs.  sports  &  convention  facilities 

1,335 
1.3303 

30e 

lOe            — 

3,000 

Dec 

125 

■ 

•Bridge  Information  Systems/Thomas  MWendei 

network  services  &  on-line  financial  information 

— 

—              — 

4,500 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  "Pro  forma 
2Alan  Potamkin  is  co-chief  executive.  3Company  provided  estimate  for  1998. 

figures;  reflec 

ts  recent  acquisition.  'Thomas  G.  Wake  is  co 

-chief  executive. 
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American  Re  and  Munich  Re  have 

joined  together  to  create  a  more  powerful  force 
in  the  strategic  management  of  risk: 


Munich-American  RiskPartners 


i*i*T 
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WE  CAN   HELP  YOUR  COMPANY  THRIVE 

IN  THE   MOST  DIFFICULT  CIRCUMSTANCES 


©1998  MUNICH-AMERICAN  RISKPARTNERS 


IOMBINING  THE  ALTERNATIVE  MARKET  EXPERIENCE  AND  CREATIVITY  of  Am -Re  Managers  with  the  financial 
ntegrity  of  Munich  Re,  Munich -American  RiskPartners  offers  clients  more  resources,  more  capabilities  and  a  broader 
lobal  reach.  Of  course,  our  people  and  our  approach  to  the  intelligent  assumption  of  risk  remain  the  same.  We'll  work 
nth  you  to  develop  an  integrated,  cohesive  program  that  makes  a  genuine  contribution  to  your  bottom  line.  However 
tostile  the  environment,  we  enhance  your  company's  ability  to  conduct  its  business  more  successfully,  while  mini- 
aizing  the  potential  for  loss.  And  after  all,  isn't  that  what  a  good  partner  is  all  about?  let's  talk  business 
or  more  information,  contact  us  at  (609)  275-2000  or  www.mariskpartners.com 


Munich-American  RiskPartners  gj 

.1  Member  of  the  Munich  Re  Group  -^^S 


* 


H 


Some  people  wonder,  "Is  there  life  out  there?" 
We  wonder,  "How  many  bearings  do  they  need?" 


Wherever  wheels  or  shafts  turn,  TimkerT  bearings  allow  them  HT1  T  T^  JT  WW  W*l  WT 

to  turn  with  less  friction.  That  means  vehicles  can  go  farther  |m#l    If   M   |\| 

and  machines  can  do  more  with  less  energy.  Where  productivity  A  A  A  ¥  JL  AV  JLj  11 

and  performance  are  critical,  Timken  bearings  and  steel  are  in  — ■ 

demand.  Everywhere  we  look,  we  see  limitless  opportunities.  worldwide  leader  in  bearings  and  steel 
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fm 

121 

Stroh  Brewery/William  L  Henry 

Stroh's,  Schaefer,  Schlitz,  Old  Milwaukee,  Colt  45  &  other  malt  beverage  products 

$1,330e 

- 

— 

—             3,500 

Dec 

127 

139 

Grocers  Supply  Co/Max  Levit1 

distributes  food  to  convenience  stores  &  supermarkets 

1,325e 

$45e 

$20e 

—             1,200 

May 

128 

142 

MaritZ/Steve  Maritz 

marketing  research  motivation  programs;  travel  services 

1,325 

93e 

20e 

—             6,500 

Mar 

129 

149 

Del  Monte  Foods/Richard  woiford 

processes  canned  vegetables  &  fruits 

1,313 

117 

5           $845            13,450 

June 

1 

130 

153 

Save  Mart  Supermarkets/Robert  Piccinini 

Save  Mart,  S-Mart  Foods  &  Food  Maxx  supermarkets  in  northern  &  central  Calif 

1,312 

51 

15             302             7,050 

Mar 

131 

178 

132 

152 

E&J  Gallo  Winery/Ernest  Gaiio 

generic  &  premium  wines  &  wine  products 

UOOe 

130e 

65e 

—             5,000 

Dec 

Rich  ProdUCtS/Robert  E  Rich  Jr 

Coffee  Rich,  Rich's  Whip  Topping  &  other  frozen  foods;  broadcasting:  pro  sports 

1,300 

180e 

65e 

—             6,000 

Dec 

133 

110 

Simpson  Investment/coim  Moseiey 

lumber,  logging,  plywood,  doors,  paper 

UOOe 

65e 

25e 

—             4,200 

Dec 

134 

125 

135 

157 

JM  Huber/Peter  T  Francis 

chemicals;  natural  resources;  explores  for  oil  &  gas;  makes  electronic  equip 

1,299 

86 

48 

—             5,153 

Dec 

WL  Gore  &  Associates/Robert  w  Gore 

manufactures  Gore-Tex  fabrics,  electronics,  industrial  &  medical  products 

1,280 

256e 

128e 

—             7,000 

Mar 

136 

106 

Parsons  Corp/James  FMcNulty 

international  engineering  &  construction  services 

1,263 

55e 

23e 

—           10,000 

Dec 

137 

161 

Amsted  IndUStrieS/Gordon  Lohman 
railroad  &  industrial  equipment,  building  materials 

1,252 

148 

84 

—             9,000 

Sept 

138 

138 

Connell/GroverConnell 

leases  heavy  equipment;  trades  rice  &  sugar 

1,250e 

75e 

25e 

—                220 



Dec 

139 

100 

Sinclair  0il/RE  Holding 

oil  refineries,  ski  resorts,  hotels,  gas  stations 

1.250e 

170b 

40e 

—             5,600 

Dec 

140 

148 

LeprinO  FOOdS/James  Leprino 
makes  mozzarella  cheese 

1,240e 

65e 

40e 

—             2,250 

Oct 

141 

155 

Fry's  Electronics/John  Fry 

consumer  electronics  stores 

1,235e 

36e 

19e 

—             4,000 

Dec 

142 

167 

DHL  Airways/Patrick  Foley 
international  air  express  delivery 

1,226 
1,224 

114 

-13 

—             8,768 

Dec 
Dec 

143 

146 

Delaware  North  C0S/Jeremy  M  Jacobs 

parks,  tourist  attractions  &  sports  venues;  pari-mutuels;  FleetCenter  in  Boston 

92e 

15e 

-           25,000 

144 

245 

145 

164 

Flint  Ink/H  Howard  Flint  II 
manufactures  printing  ink  &  coatings 

1,216 

55e 

35B 

—             3,500 

Dec 

Swagel0k/FJ  Callahan 
valves,  tube  fittings 

1,210e 

180e 

120b 

—             2,500 

Dec 

146 

104 

Dunavant  Enterprises/w  i  am  b  Dunavant  jr 

gins  &  trades  cotton;  real  estate 

1,209 

60e 

30e 

—                700 

June 

147 

159 

Cumberland  Farms/i  v  h  Bentas 

convenience  stores,  gas  stations,  VSH  Realty 

1,206 

39 

10            362             7,100 

Sept 

148 

184 

Bloomberg  LP/Michael  R  Bloomberg 

on-line  financial  data,  business  news  service,  TV  stations,  magazines,  radio 

1,200 

390e 

155e 

—             4,500 

Dec 

149 

303 

150 

■ 

DuchOSSOiS  IndUStrieS/Craig  J  Duchossois 

railroad  equip;  military  prods,  Mington  Racetrack;  garage-door  openers 

1,200 

135s 

45b 

—             7,000 

Dec 

•Knowledge  Universe/Thomas  Kalinske 
consulting;  computer  training;  educational  toys:  Children's  Discovery  Centers 

200a 

BOB 

—             8.000 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form 
2Company  provided  estimate  for  1998. 
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)  figures;  refle 

cts  recent  acquisition.  'Milton  Levit  is  co-chief  executive. 
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DA  VINCI  DIDN'T  MESS 

WITH  THE  MONA  LISA. 

BEETHOVEN  DIDN'T  FUTZ 

WITH  HIS  5TH  SYMPHONY. 


SLACKERS. 


introducing  the  newly  redesigned  Infiniti' 
Q45t  for  1999.  The  thinking  behind  it:  Why 
stop  at  great?  Give  it  a  new  grille  booker 
with  aerodynamic  Xenon  front  headlig 
Low  profile  225/50  V-rated  tires  that  grip  the 
road.  An  electronic  suspension  that  allows  you 
to  choose  between  a  high-performance  or 
sophisticated  ride.  Load  it  with  amenities  like 
an  automated  rear-window  sunshade  and  the 
signature  Infiniti  analogclock.  And  add  a  host 
of  other  advancements,  all  standard  as  well. 
The  new  Q45t.  The  product  of  inspired  crafts- 
men, who  also  double  as  meticulous  perfec- 
tionists. Unlike  a  couple  of  people  we  know  of. 


INFINITI. 

OWN  ONE  AND  YOU'LL  UNDERSTAND 

www.infiniti-usa.com  /  800-499-5900 


THE  NEWLY  RE 


tnkitfi^iantEV1 
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'97 


Revenues       Profits Assets      Employees       Fiscal 

operating     net  year-end 

($mil)  ($mil)       ($mil)        ($mil) 


156 

Lincoln  Property/A  Mack  pogue 

real  estate  development  &  management 

$1,200 

$50e 

$5e 

—             4,800 

June 

152 

195 

Prospect  Motors/William  Halvorson 

fleet  dealer  of  General  Motors  vehicles;  auto  dealerships 

1,200 

13e 

7e 

—                103 

May 

153 

173 

Quad/GraphiCS/Harry  V  Quadracci 

full-svc  printer  of  catalogs,  magazines,  inserts,  books  &  other  commercial  prods 

1,200 

138e 

69e 

—            11,000 

Dec 

154 

210 

AG  SpanOS  Cos/Alexander  G  Spanos 
commercial  &  residential  construction 

1,200e 

200e 

50e 

—               600 

Sept 

155 

141 

Connell  Limited  Partnership/wniiam  f  conneii 

recycles  &  manufactures  metal  products;  manufactures  industrial  equipment 

1,190 

85e 

50e 

—              2,620 

Dec 

156 

172 

Dillingham  ConstrUCtion/Donald  E  Sundgren 
general  contractor 

1,175 

12e 
181 
50e 

4e 
59 
20e 

—              8,000 

Oct 

157 

198 

Berwind  GrOtip/C  Graham  Berwind  Jr 

industrial  equip,  specialty  chems.  financial  svcs,  pharmaceutical  svcs,  real  estate 

1,156 

—             4,800 

Dec 

158 

166 

CrOWley  Maritime/Thomas  B  Crowley  Jr 

marine  transport  &  harbor  svcs;  barge  &  containerized  svcs;  global  logistics 

1,153 

—             5,000 

Dec 

159 

177 

160 

143 

DynCorp/Dan  R  Bannister 

aircraft  services,  technical  services  &  consulting,  information  technology 

1,146 

42 
7 

7 
-149 

$383            16,100 
2.606             5,000 

Dec 

•RiverWOOd  International/Stephen  M  Humphrey 
coated  kraft  paperboard  for  packaging;  paper  mills,  packaging  machinery 

1,139 

Dec 

161 

208 

162 

180 

Edward  JoneS/John  W  Bachmann 
securities  &  insurance  brokerage 

1,135 

154 

114 

1,555            13,691 

Dec 

Beaulieu  of  America  Group/cari  Bouckaert 

manufactures  carpet  &  rugs 

1,133 

107 

43 

—             6,500 

Dec 

163 

122 

Enterprise  Products/Dan  l  Duncan 

processes,  stores  &  distributes  liquefied  petroleum  gas;  makes  propylene 

1,130 

132 

47 

—             1,132 

Dec 

164 

175 

North  Pacific  Groups  Tomjack 

trades  &  distributes  forest,  agricultural,  steel  &  other  products 

1,126 

15 

5 

167                850 

Dec 

165 

182 

166 

162 

Towers  Perrin/John  t  Lynch 

mgmt  &  compensation  consulting,  risk  mgmt,  reinsurance,  employee  benefits 

1,120 

112e 

56e 

—              8.000 

Dec 

Micro  ElectroniCS/Dale  Brown 

Micro  Center  computer  stores;  WinBook  laptop  computers 

1,1 20e 

15e 

6e 

—              1,800 

Dec 

167 

163 

Schreiber  Foods/Jack  Meng 

makes  cheese  for  schools,  fast-food  restaurants  &  private-label  brands 

1,120e 

60e 
llSe 

29e 

35e 

30e 
14e 

55e 

—             2.600 

Sept 

168 

174 

AVOndale/G  Stephen  Felker 

manufactures  cotton  &  cotton  blend  yarns,  denim  &  other  fabrics 

1,100 
1,100 

—             7,500 

Aug 

169 

188 

170 

179 

Bill  Heard  Enterprises/wiiham  t  Heard 

auto  dealerships:  leasing 

—             2,000 

Dec 

IMG/Mark  H  McCormack 

management  services,  special  events;  produces  television  programs:  advertising 

1,100e 

205e 

—             2,000 

Dec 

171 

190 

Mary  Kay/Amy  DiGeso 

sells  cosmetics  &  toiletries  in  27  countries  through  direct  marketing 

1,100 

135e 

90e 

—             3,500 

Dec 

172 

226 

Larry  H  Miller  Group/Larry  h  Miner 

auto  dealerships;  Utah  Jazz  basketball  team;  Delta  Center  Arena;  radio  station 

UOOe 

44e 

— 

—             3,200 

Dec 

173 

207 

ICC  IndUStrieS/John  J  Farber 

manufactures  chemicals,  plastics  &  pharmaceuticals 

1,099 

lOOe 

lOe 

—             3,000 

Dec 

174 

144 

175 

194 

GSC  Enterprises/Michael  KMcKenzie 
wholesales  food 

Day  &  Zimmermann/Haroid  l  Yoh  jr 

engineering,  construction,  maintenance,  consulting,  defense  prods  &  security  svcs 

1,082 

21e 

lie 

—             1,550 

Dec 

1.080 

37e 

— 

—           16,000 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form 

?18 

a  figures;  refle 

cts  recent  acquisition 
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elson  Mandela. 
NC  Press  Conference, 
ondon  Hilton. 


Hilton  helps  you  succeed 

A/hether  you're  a  manager, 
h  chairman  or  a  president. 


Over  the  years,  whether  it's 
an  international  conference  or 
an  intimate  gathering,  no  other 
hotel  has  given  the  business 
traveler  more  of  what  they 
need  to  succeed.  So  if  your 
business  is  business,  or 
politics,  you  can  be  certain  that 
Hilton  will  make  it  happen. 


Hilton  Munich  City, 
Germany. 


tm 


n 


With  Hilton  HHonors" 
your  business  trips  can 
be  even  more  rewarding. 
You'll  earn  both  hotel 
points  and  airline  miles 
with  every  business-rate 
stay.  So  sign  up.  It's  a 
fast  way  to  free  travel 
at  more  than  400 
Hiltons  worldwide. 


JA/inston  Churchill, 


WAjiPi 


aldorf^Astoria, 
New  York. 


It  happens  at  the  Hilton: 


arn  a  20%  HHonors  point  bonus  when  you  transfer  Membership  Rewards"  points. 


American  Express 


Enjoy  free  travel  even  faster  Between  November  1, 1998  and  February  28. 1999, 
when  you  transfer  American  Express'  Membership  Rewards  points  into  your 
Hilton  HHonors  account,  you  will  receive  a  20%  HHonors  point  bonus.  To  earn 
Membership  Rewards  points  for  every  eligible  dollar  charged  to  an  enrolled 
American  Express"  Card*  or  to  transfer  points  into  your  HHonors  account,  call 
1-800-AXP-EARN.  or  visit  www.americanexpress.com/rewards 


4o  mors 


Cards 


HHonors  membership,  earning  and  redemption  of  points  are  subiect  to  HHonors  Terms  and  Conditions.  The  Hilton  name  and  logo  are  trademarks  owned  by  Hilton  ©1998  Hilton  Hotels. 
Membership  Rewards  program  There  is  a  $25  annual  program  fee.  Some  Corporate  Cards  and  some  Optima"  Cards  are  not  eligible  for  enrollment  Terms  and  fees  for  Corporate  Cards  may  vary. 


SOU  lop  Private  Companies 


Rank    Company/Chief  executive 
'98      business 
'97 

Revenues 

($mil) 

Profits 

operating 

($mil) 

net 

($mil) 

Assets 

($mil) 

Employees 

Fiscal   1 
year-end 

^1 76     Follett/Richard  M  Traut 
219      operates  college  bookstores;  wholesales  educational  prods  S  svcs  to  schools 

$1,073 

$49 

$18 

$334 

7,500 

Mar 

177  DiGiorgiO/Arthur  M  Goldberg 

169      wholesales  &  distributes  White  Rose  &  national  brand  food  products 

1 78  General  Parts/o  Temple  sioan  jr 

251      Carquest  auto  parts  stores;  distributes  auto  parts 

1,072 
1,067 

29 

6 

280 

1,156 

Dec 

105e 

50e 

— 

6,900 

Dec 

179     Comark/CharlesWolande1 

267      sells  &  distnb  computer  equip  &  software  &  provides  information  technology  svcs 

1,066 

20e 

15e 

200 

910 

Dec 

180     BE&KA  Michael  Goodrich 

203      engineers,  constructs  &  maintains  paper  &  pulp  plants  &  other  ind  facilities 

1,061 

27e 

15e 

— 

8,159 

Mar 

1 81    McGladrey  &  Pullen/Mark  scaiiy 

■       accounting  &  consulting 

1,060 

190e 

125e 

309 

14,000 

Dec 

182  •Packerland  Packing/Richard  v  vesta 

150      runs  slaughterhouses 

1,056 
1,050 

79 

25 

154 
444 

3,000 
2,200 

Dec 
Apr 

1 83     Earle  M  Jorgensen/Maurice  S  Nelson  Jr 
176      distributes  metal  products  in  the  US,  Canada,  Mexico  &  UK 

184     LykeS  BrOS/M  Lenny  Pippin 
189       processes  citrus  fruits:  ins;  fertilizer  &  crop  protection  prods;  trucking:  cattle 

1,050e 

37e 

15e 

— 

3.000 

Sept 

1 85     Domino'S  Pizza/Thomas  S  Monaghan 
200       pizza  delivery  &  carryout 

1,045e 

82e 

61e 

— 

120.000 

Dec 

1 86     YOUng'S  Market/Charles  Andrews 
205      distributes  wine  &  spirits 

1,045e 

31  e 

lie 

— 

1,600 

Feb 

1 87     McCarthy/Michael  M  McCarthy 
168       general  contractor,  construction  management 

1,039 

13e 

9e 

— 

2,000 

Mar 

1 88    Whiting-Turner  Contracting/wiiiard  Hackerman 

213      mall  renovations,  hospitals,  light  rail  systems  &  other  commercial  projects 

1,035e 

31e 

lOe 

— 

1,800 

Dec 

1 89    Asplundh  Tree  Expert/chnstopher  b  Aspiundh 

215      vegetation  mgmt  for  electric  utilities,  railroads,  pipelines  &  telecommunications 

1,026 

123e 

41e 

— 

22,000 

Dec 

1 90  National  Distributing  mi  in-  c  Carlos 

193      distributes  alcoholic  &  nonalcoholic  beverages 

1 91  Huber  Hunt  &  Nichols/Robert  g  Hunt 

199      general  contractor,  construction  management 

1,025e 
1,015 

40e 

12e 

— 

1,700 

Dec 

30e 

12e 

— 

580 

June 

192  Wawa/Richard  D  Wood  Jr 

206      convenience  stores  in  5  mid-Atlantic  states 

193  MTS/Russell  M  Solomon 
196      Tower  Records  stores 

1,011 

71 

19 

345 

12,000 

Dec 

1,008 

61 

10 

545 

7,200 

July 

194     IL  Bean/Leon  A  Gorman 
181      outdoor  sporting  goods  sold  by  mail  order  &  company  retail  stores 

1,008 

60e 

25e 

— 

3,800 

Feb 

195     Bashas'/Edward  N  Basha  Jr 

235       Bashas'.  AJ  Fine  Foods,  Food  City,  Bashas'  Mercado  &  other  supermarkets  in  Arizona 

1,000e 

31e 

13e 

— 

7.600 

Dec 

1 96    Dart  Container/Kenneth  Dart 

185       manufactures  polystyrene  cups  &  other  food  containers 

1,000e 

260e 

lOOe 

— 

5.000 

Dec 

1 97  EbSCO  IndUStrieS/James  T  Stephens 

186  subscription  services,  printing 

1 98  Frank  Consolidated  Enterprises/James  s  Frank 

187  fleet  leasing  and  management 

1 99  Helmsley  Enterprises/Leona  Heimsiey 

79       real  estate;  Helmsley  &  Harley  hotels 

200  Honickman  Affiliates/Jeffrey  Homckman 
197       bottles  soft  drinks 

1,000 
1,000 
1,000et 
1.000e 

60e 

20e 

— 

4.000 

June 

12a 
260et 
120b 

Be 

— 

550 

Aug 

60et 

— 

7.800 

Dec 

15e 

— 

5.200 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993   e  Estimate.  *Pro  form 
'Philip  Corcoran  is  co-chief  executive. 

a  figures;  refle 



cts  recent  acquisition.  tPro  forma  figures;  reflects  recent  divestitures. 
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©1996  Robert  Bosch  Corporation. 


A  car  without  Bosch. 


Imagine  for  a  moment  that  your  car  doesn't  have 
a  starter  motor,  fuel  injection  or  an  ignition  system. 
Imagine  driving  without  a  control  system  for  your 
airbag.  In  fact,  imagine  your  car  stripped  of  every- 
thing Bosch.  So  no  oxygen  sensor  or  spark  plugs.  No 
windshield  wipers,  alternator  or  ABS.  Forget  the  trac- 
tion control  system  and  even  your  Blaupunkt  radio. 
So  what's  left?  Nothing.  At  least  nothing  you  could 
drive.  Though  you  could  try  pedaling. 


We  bring  innovation 


BOSCH 


Cross  each  financial  finish 
line  with  confidence. 

Whether  saving  for  a  home, 
setting  up  an  education  fund 

Or  planning  for  retirement  income, 
Transamerica  can  help  you  achieve  just  about 
any  financial  goal  you  may  have. 

Find  out  more  about  our  mutual  funds,  annuities  and 
employer-sponsored  401(k)  plans  in 
our  free  brochure,  "Planning  Today 
for  a  More  Secure  Tomorrow." 
Or,  contact  your  Transamerica 
representative  to  discuss  the 
choices  available  to  you.  Because  in  the  race  for  financial 
security,  there's  no  choice  but  to  be  a  winner. 

1-800-PYRAMID 

www.transamerica.com 
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INSURANCE 


INVESTMENTS 


LENDING 


Transamerica 

WORKING  FOR  YOU. 
LEASING      •      REAL  ESTATE  SERVICES         adt 5104-e 


NANCIAL    PLANN  I  NG 


FOR  MORE  COMPLETE  INFORMATION  ON  00R  INVESTMENT  PR000CTS.  INCLUDING 


CHARGES  AND  EXPENSES,  ASK  FOR  A  PROSPECTUS"  READ  IT  CAREFULLY  BEFORE  YOU  INVEST  TRANSAMERICA  SECURITIES  SALES  CORPORATION,  ..„ 

•MEMBERSHIP  PROMOTES  ETHICAL  MARKET  CONDUCT  FOR  INDIVIDUAL  LIFE  INSURANCE  AND  ANNUITIES 


9VV 


Rank    Company/Chief  executive 
'98      business 
'97 


Revenues       . Profits 

operating     net 

($mil)  ($mil)       ($mii: 


Assets       Employees     Fiscal 
year-end 


f  201 

252 

Irvine/Donald  Bren 

real  estate  investment  &  development  in  California 

$1,000 

$120e 

— 

— 

236 

June 

202 

209 

Minyard  Food  Stores/Liz  Minyard1 

Minyaid.  Sack  n  Save  &  Carnival  Food  stores 

1,000 

20e 

$5e 

— 

7,900 

June 

203 

■ 

NeSCO/Robert  J  Tomsich 

industrial  equipment,  engineering  services 

1,000 

— 

— 

$515 

10,000 

Dec 

204 

192 

205 

229 

206 

■ 

207 

217 

Sierra  Pacific  Industries/Red  Emmerson 

lumber  &  millwork  products;  windows 

1,000e 

50e 

25e 

— 

3,200 

Dec 

Shamrock  FOOdS/Norman  McClelland 
distributes  food:  processes  dairy  products 

995 
992* 

43e 
82e* 

15e 
30e* 

— 

2,284 

Sept 

CC  IndUStrieS/William  H  Crown 

manufactures  truck  trailers;  metal  casual  furniture;  real  estate 

— 

4,700 

Dec 

Foster  Farms/Robert  a  fox 

processes  poultry 

990 
986 

35e 

14e 

— 

7,000 

Dec 

208 

244 

LanOga/Daryl  D  Nagel 

Lumbermen's  Building  Centers  &  other  building  materials  stores  in  17  states 

72e 

30e 

— 

4,085 

Dec 

209 

218 

210 

201 

UlS/Andrew  G  Pietrini 

original  &  replacement  automotive  parts;  confectionery  prods;  millwork  products 

986 

116 

82 

736 

8,600 

Dec 

Pantry/Peter  J  Sodini 

convenience  stores  in  7  southeastern  states 

985 

61 

3 

539 

5,250 

Sept 

211 

■ 

212 

286 

Dade  Behring/Steven  Barnes 

manufactures  &  supplies  in  vitro  diagnostic  products 

981 

-46 

-143 

1,510 

7,400 

Dec 

Walsh  GrOUp/Matthew  M  Walsh 
general  contractor,  construction  management 

980 

21 

13 

— 

4,000 

Dec 

213 

■ 

•Outboard  Marine/David  Jones  Jr 
manufactures  &  markets  outboard  &  inboard  engines  &  other  marine  products 

980 

-17 

-5 

1,179 

7,442 

Sept 

214 

228 

WeStfield  COS/Cary  Blair 

property,  casualty  &  life  insurance 

961 

111 

96 

2,030 

2,354 

Dec 

215 

264 

ABC  Supply/Kenneth  Hendricks 

wholesale  distributor  of  roofing,  siding,  insulation,  windows  &  tools 

959 
952 

32 
50e 

4 

20e 

410 

3,269 
4,950 

Dec 

216 

232 

SheetZ/Stanton  R  Sheetz 

convenience  stores  in  Pennsylvania,  Maryland.  Ohio,  Virginia  &  West  Virginia 

Sept 

217 

279 

Kelley  Automotive  Group/Thomas  Keiiey2 

auto  dealerships,  real  estate,  Gold's  Gym.  auto  racing  team 

950 

20e 

12e 

- 

1,200 

Jan 

218 

■ 

Mark  III  IndUStrieS/Larry  W  Lincoln 
converts  vans  &  pickups 

950e* 

— 

— 

780 

June 

219 

165 

220 

242 
_ 

■ 

222 

211 

Tang  Industries/Cyrus  Tang 

fabricates  &  distributes  metal;  office  furniture 

Taylor/Glen  Taylor 

printing,  stationery,  direct-mail  marketing;  manufactures  electrical  equip 

950e 
950e 

75e 

30e 

— 

3,775 

Dec 

190e 

60e 

— 

9,000 

Dec 

Marty  Franich  Auto  Center/steven  Framcn 

auto  dealerships  &  fleet  sales 

946 

108 

5e 

— 

104 

Dec 

Battelle  Memorial  Institute/Dougias  e  oiesen 

technology  development  &  commercialization 

946 

28 

19 

539 

7.060 

Dec 

223 

241 

224 

216 

225 

222 

GAF/Samuel  J  Heyman 

manufactures  &  distributes  roofing  &  other  building  materials 

Coca-Cola  Bottling  Co  of  Chicago/Marvin  j  Herb 

soft  drinks 

945 

940e 

938 

90s 
130a 

28e 

25e 
30e 
12e 

807 

3.000 
4,300 

Dec 
Dec 

Big  Y  FOOdS/Donald  H  D'Amour 

44  supermarkets  in  Connecticut  &  Massachusetts 

— 

7,104 

June 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form 
2James  Kelley  is  co-chiet  executive. 

>24 

a  figures;  refle 

cts  recent  acquisition.  'Gretchen  Minyard  Williams  is  co-chief  executive. 
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THE   POWER  OF 

TECHNOLOGY 


THE    POWER  OF 
NATURE 
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Think  a  microchip  packs  a  lot  of  power  into  a  tiny  space?  Consider  the  soybean. 
The  soybean  contains  isoflavones,  which  have  been  shown  to  maintain  bone  health,  thus 
supporting  the  body's  natural  defense  against  osteoporosis.  The  lecithin  in  soy 
contains  choline,  which  is  thought  to  be  essential  for  brain  and  liver  function.  And  soy 
protein  itself  has  been  proven  to  reduce  cholesterol  levels  in  more  than  40  clinical 
studies.  All  in  all,  no  matter  where  you  look  in  this  little  bean,  you  can  find  a  component 
with  a  very  positive  effect  on  your  health. 


Now,  when  you  want  to  process  a  lot  of  information  fast,  we  strongly  recommend 
the  microchip.  But  when  you  want  to  process  good  nutrition,  foods  made  from  soy 
are  the  way  to  go. 
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r  k  e  t 


www.admworld.com 
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D  lop  rnvate  Companies 


Rank    Company/Chief  executive 
'98      business 

■97 


Revenues 

($mil) 


Profits 

operating     net 

($mil)       ($mil] 


Assets       Employees     Fiscal 
year-end 

($mil) 


f226 

325 

Tishman  Realty  &  Construction/John  nshman 

develops  real  estate;  manages  hotels;  construction 

$937 

$53 

$12 

$1,500 

650 

June 

227 

386 

228 

233 

229 

220 

230 

98 

231 

282 

232 

214 

American  Bottling/Richard  Beardon1 

bottles  &  distributes  7-Up,  RC  Cola,  Canada  Dry,  Dr  Pepper  &  other  soft  drinks 

935e 

60e 

— 

— 

5.000 

Dec 

Hensel  Phelps  ConStrUCtion/Jerry  L  Morgensen 
commercial  construction 

934 

29 

15 

— 

1,926 

May 
Dec 

Menasha/RD  Bero 

packaging,  plastics,  material  handling,  forest  products,  promotion  graphics 

934 

75e 

25e 

— 

6,300 

•Specialty  F00dS/Larry  Benjamin 
makes  breads,  cookies,  premium  snacks  &  other  food  products 

920 

63 

97 

528 

8,300 

Dec 

Sverdrup/Richard  E  Beumer 

engineering,  architecture,  construction,  technical  svcs;  real  estate  development 

919 

30e 

19e 

— 

5.000 

Dec 

CH2M  Hill  CompanieS/Ralph  R  Peterson 

designs,  develops,  constructs  &  operates  water,  environ  &  transport  infrastructure 

918 

31  e 

17e 

— 

6,927 

Dec 

233 

224 

Ingram  Entertainment/David  Ingram 

distributes  videos  &  video  games 

918 

25e 

20e 

— 

1,000 

Dec 

234 

248 

235 

243 

236 

111 

Ormet/R  Emmett  Boyle 

smelts  aluminum;  makes  semifinished  aluminum  products  &  sheet  aluminum 

910 

— 

— 

— 

3,300 

Dec 

Don  MaSSey  CadillaC/Dona Id  E  Massey 

909 

28 

20 

— 

1,444 

Dec 

ScllOttenstein  Stores/Jay  L  Schottenstein2 
off-price  &  liquidation  department  stores 

905e 

73e 

32e 

— 

6,705 

'"* 

237 

288 

Kinray/Stewart  Rahr 

distributes  pharmaceuticals,  health  &  beauty  aids  &  medical  equipment 

900 

143 

V 

— 

275 

June 

238 

227 

239 

337 

240 

293 

241 

304 

242 

300 

Wilbur-ElliS/Brayton  Wilbur  Jr 

distributes  agricultural  chems  &  fertilizers  in  US;  industrial  chems  in  Asia 

900 

38 

14 

350 

2,100 

Dec 
Dec 

DPR  ConstrUCtion/Peter  Nosier 

general  contractor  of  technology-based  facilities 

895e 

26e 

10e 

— 

1,200 

ACF  IndUStrieS/Carl  C  Icahn 

manufactures,  sells  &  leases  railroad  freight  &  tank  cars:  investments 

891 

385 

112e 

215 
14e 

— 

2,700 

Dec 
Dec 

Lane  Industries  wiiham  n  Lane  in 

office  products  &  supplies;  lodging;  security  services;  broadcasting;  ranching 

890 

946 

8.000 

LDI/Andre  Lacy 

distnbs  videocassettes,  motorcycle  &  mountain  bike  parts  &  auto  finishing  prods 

890* 

47e* 

10e* 

— 

2.900 

Dec 

243 

254 

244 

249 

245 

253 

246 

239 

247 

231 

Sweetheart  Holdings/Tom  uieau 

paper  &  plastic  disposable  food  containers  &  cups;  packaging  products 

885e 

— 

- 

— 

8.000 
2.000 

Sept 
June 

Baker  &Taylor/CraigM  Richards 
distributes  books,  prerecorded  video  &  audio  cassettes 

880 

25e 

18e 

- 

Carpenter/Stanley  F  Pauley 
manufactures  polyurethane  foam 

879 

97e 

22e 

520 

6,324 

Dec 

Leo  Burnett/Richard  B  Fizdale 

advertising,  marketing,  communications 

878 

lOOe 

41  e 

— 

8.171 

Dec 

Chemcentral/David  W  Courtney 
distributes  industrial  chemicals 

875 

40e 

20e 

245 

825 

Dec 

248 

255 

249 

■ 

250 

298 

Burt  Automotive  NetWOrk/Lloyd  G  Chavez 
auto  dealerships  &  fleet  sales 

Aecom  TechnolOgy/Richard  Newman 
architecture,  engineering  desigr 

866 
860 
858 

23e 

15e 

— 

965 

Dec 

28 

5 

330 

6.100 

Sept 

Hewitt  AsSOCiateS/Dale  Gifford 
human  resources  consulting  firm 

85e 

43e 

— 

9,700 

Sept 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form, 
Excludes  revenue  ot  public  subsidiaries.  ^Company  provided  estimate. 

figures;  refle 

cts  recent  acquisition.  'Formerly  Beverage  America. 
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awker  800XP  The  Hawker  800XP  makes 
;ecutives  more  productive  and  their  companies 
ore  profitable.  It  represents  the  best  all-around 
lue  in  cabin  comfort,  performance,  and  invest- 
ent  return.  The  most  popular  midsize  jet  ever 
jilt  now  flies  farther,  faster,  and  carries  more 
»ople  and  baggage.  Fly  with  the  world's  most 
ogressive  companies,  and  stay  way  ahead 
your  competition  with  the  Hawker  800XP. 

jr  more  information  call  316-676-2987 
visit  our  website  at  www.raytheon.com/rac 


Raytheon  Aircraft 


Beech 


Hawker 


MULTIPLY  EXECUTIVE  PRODUCTIVITY. 
•CPONENTIALLY. 


*t( 


fs 


II  lop  rnvate  companies 


Rank    Company/Chief  executive 
'98      business 
'97 


Revenues       Profits Assets       Employees     Fiscal 

operating     net  year-end 

($mil)  ($mil)       ($mil)         ($mil) 


f  251 

262 

Crown  Equipment/James  f  Dicke 

manufactures  heavy-duty  electric  lift  trucks  &  television  antenna  rotators 

$856' 

$75 

$25 

$488 

6,025 

Mar 

252 

■ 

GrOVe  Worldwide/Salvatore  Bonanno 
manufactures  hydaulic  cranes  &  aerial  work  platforms 

855e 

— 

— 

4.000 

Sept 

253 

285 

BOSe/Amar  G  Bose 

music  systems,  loudspeakers,  auto  sound  systems  &  aviation  headsets 

850 

1tfle 

68e 

— 

4,000 

Apr 

254 

339 

255 

394 

256 

■ 

257 

256 

MediaNews  Group  /,  Dean  singleton 

newspapers 

850 

170e 

55e 

— 

8,800 

Sept 

Parkdale  MillS/W  Duke  Kimbrell 

makes  cotton  &  yarn  for  apparel,  knitting,  weaving  &  hosiery  industries 

850 

97e 

65e 

— 

3,200 

Dec 

Spitzer  Management/Aian  spitzer 

auto  dealerships;  natural  gas;  hotels 

850e 

— 

— 

— 

1,700 

Dec 

Boscov's  Department  Stores/Albert  Boscov 

32  department  stores 

846 

68e 

25e 

— 

8,600 

Jan 

258 

269 

Parsons  &  Whittemore/George  F  Landegger 

manufactures  pulp  &  paper 

845e 

95e 

30e 

— 

2,500 

Mar 

259 

258 

260 

278 

RB  Pamplin/Robert  B  Pamplin  Sr 
textiles,  concrete  &  asphalt 

MacManus  Group/Roy  Bostock 

advertising,  marketing,  communications 

843 

65 

21e 

— 

7.000 

May 

843 

87e 

29e 

— 

7,619 

Dec 

261 

275 

Club  Corporation  International  r     i  hd     , 

manages  resorts,  golf  courses,  country,  city  &  athletic  clubs 

840 

125 

122 

1,012 

19,000 

Dec 

262 

257 

J  CreW/Emily  Woods 

sells  apparel  by  mail  order  &  retail  stores 

834 

25 

-27 

422 

6,200 

Jan 

263 

■ 

ViewSoniC/James  Chu 

distributes  computer  displays 

832 

49 

46 

292 

590 

Dec 

264 

266 

PrintpaCk/Dennis  M  Love 

manufactures  candy  wrappers,  snack  food  bags  &  other  flexible  packaging 

832 

98 

-10 

177 

4,000 

June 

265 

247 

266 

281 

McKee  FOOdS/Jack  McKee 
Little  Debbie  &  Sunbelt  snack  foods 

Waremart/wiiiiam  d  Long 

WinCo,  Cub  Foods  &  Waremart  Food  Center  stores 

831 
830 
828 

79e 
25e 

28e 

13e 

— 

5,345 

June 

— 

4,300 

Mar 

267 

234 

PMC  Global/Philip  Kamins 

manufactures  specialty  chemicals,  foam,  films  &  plastics;  plastic  molding  equip 

72 

35 

— 

5,130 

Dec 

268 

261 

Roll  International/Stewart  Resmck 

Franklin  Mint;  grows  almonds,  olives,  oranges,  pistachios;  Teleflora 

827e 

81e 

23e 

— 

7,500 

Dec 

269 

297 

270 

238 

271 

270 

Skadden,  Arps,  Slate,  Meagher  &  Flom/Robert  c  sheehan 

law  firm 

826e 

823 

821 

372e 

332e 

— 

3.150 

Dec 

Rosenthal  Automotive  Organization/Robert  m  Rosenthal 

auto  dealerships  &  services 

WWF  Paper/Edward  V  Furlong  Jr 

distributes  fine  paper  in  North  America  &  western  Europe 

16 

13 

— 

1.600 

Dec 

26e 

7e 

178 

420 

June 

272 

240 

GOUld  Paper/Harry  E  Gould  Jr 

distributes  printing  &  business  papers;  manufactures  agricultural  equipment 

815 

16 

5e 

— 

450 

Dec 

273 

296 

WirtZ/William  Wirtz 

distributes  liquor;  real  estate-,  Blackhawks  team  &  United  Center  in  Chicago 

810e 

77e 

30e 

— 

2,100 

June 

274 

212 

275 

271 

•GS  IndUStrieS/Mark  GEssig 

steel  wire  rods,  high  carbon  steel  balls  for  mineral  processing 

Inductotherm  Industries/Henry  m  Rowan 

manufactures  induction  melting  systems  for  foundries 

810 

74 

-16 

646 

2.600 

Dec 

808 

97 

59 

— 

5,334 

Apr 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form 

a  figures;  refle 

cts  recent  acquisition.  'Company  provided  estimate. 
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Returning  to  a  home  that  runs  well... 


a  comfortable  and  secure  place 


A  bright  cozy  place  with  cleaner  air. 


Honeywell 


www.honeywell.com 
Home  and  Building  Control  •  Industrial  Control  •  Space  and  Aviation  Control 


Do  you  want  more  from  your  bank  than  a  standin 
To  view  things  from  a  completely  fresh  perspective^ 
horizons?  Or  do  you  simply  expect  more  commitmeil 
everything  we  do,  we  try  not  to  be  just  any  bank,  in 


UBS  AG:  Private  Banking:  a|eUBS     Institutional  Asset  Management:  s|bUBS  BlinSOIl     Investment  Banking:  a§B  WarbllTg  Dillon  Bead     Private  Equity:  ageUB! 


I  iK  by  the  SFA  In  the  U  S  Warburg  Dillon  Read  LLC.  a  subsidiary  of  UBS  AG.  is  a  registered  broker-dealer  and  member  of  SIPC,  the  New  York  Stock  Exchange  and  other  leadii  Wf 


:l;enda?  Do  you  want  them  to  look  beyond  the  obvious? 
ilpyou  make  longer-term  plans  or  focus  on  entirely  new 
dso,  perhaps  you  should  try  talking  to  us.  Because  in 
e  right  bank  for  you.  $&  UBS 


IHBi^HBH 


QUU  lop  rnvate  Companies 

Revenues 

($mil) 

--. Profits 

operating 

($mil) 

Rank    Company/Chief  executive 
'98      business 
'97 

net 

($mil) 

Assets 

($mil) 

Employees 

Fiscal    1 
year-end  1 

^276    Republic  Engineered  Steels/Russeii  w  Maier1 

■       produces  specialty  steel  bars 

$803 

$74 

$-1 

$637 

3,868 

June 

277     MA  MortenSOn/MA  Mortenson  Jr 
265      general  contractor,  construction  management 

803 

25e 

lOe 

— 

1,600 

Dec 

278     Hoffman/Cecil  W  Drinkward 
154      construction 

800e 

15e 

— 

— 

1,100 

Sept 

279    Stevedoring  Services  of  America/Ricky  smith 

263      loads  &  unloads  ships  &  provides  port  services 

800e 

96e 

40e 

— 

500 

Jan 

280     Sealy/Ronald  Jones 
305      makes  bedding 

800* 

95* 

-r 

721 

5,456 

Nov 

281      DiSCOUnt  Tire/Bruce  T  Halle 

311      operates  375  tire  stores  in  15  states 

799 

48 

26 

276 

6,200 

Dec 

282    Watkins  Associated  Industries/wiiiiam  w  watkins 

335      trucking:  wholesales  fresh  seafood;  real  estate 

796 

82 

28 

422 

8,300 

Dec 

283    Baker  &  McKenzie/John  c  Kiotsche 

306       law  firm 

795 

320e 

284 

— 

7,200 

June 

284     RUSS  DarrOW  GrOUp/Russ  M  Darrow  Jr 
404      auto  dealerships  &  services;  fleet  sales 

795 

18e 

7e 

— 

800 

Dec 

285    Swinerton/David  h  Grubb 

431       construction 

792 

27e 

17e 

— 

1,400 

Dec 

286    Courtesy  Auto  Group/Terry  Dixon2 

■        auto  dealerships 

791 

12 

10 

202 

1,100 

Dec 

287  •Fairchild  Semiconductor/Kirk  Pond 

■        manufactures  semiconductors 

789 

172 

29 

632 

6,927 

May 

288     Perot  SyStemS/H  Ross  Perot3 
358      computer  services 

782 

53 

11 

267 

5,600 

Dec 

289     M  Fabrikant  &  Sons/Charles  Fortgang 
283      wholesales  jewelry 

780 

60a 

20a 

— 

800 

July 

290    Serra  Investments/Albert  m  serra 

■       auto  dealerships 

770e 

20e 

10e 

— 

1,200 

June 

291    Rooney  Brothers/LF  Rooney  in 

345      construction;  electronics;  real  estate;  building  materials 

769 

20 

8 

190 

2,000 

Sept 

292    Favorite  Brands  International/Richard  r  Harshman 

250      manufactures  &  distributes  marshmallows,  fruit  snacks  &  candy 

766 

— 

— 

— 

4,300 

June 

293    Big  V  Supermarkets/Joseph  v  Fisher 

287      32  ShopRite  &  Cost  Rite  Club  supermarkets  in  New  York,  New  Jersey  &  Pennsylvania 

763 

37 

-3 

255 

5,100 

Dec 

294    Parsons  Brinckerhoff/Thomas  j  o  Neiii 

344      engineering  &  construction  management 

760* 

20* 

12' 

395' 

7,000 

Oct 

295     Sunbelt  Beverage/Spencer  Merinoff 
295      wholesales  wine  &  spirits 

760e 

30e 

9e 

— 

1,500 

Mar 

296     Barton  MalOW/Ben  Maibach  III 

375      builds  sports  stadiums,  health  facilities,  industrial  &  educational  facilities 

756 

5 

4 

— 

1,350 

Mar 

297    Faulkner  Organization/Henry  Faulkner  in 

330      auto  dealerships 

756 

20e 

lOe 

— 

1,150 

Dec 

298    Roseburg  Forest  Products/Aiiyn  Ford 

277       makes  plywood,  particleboard,  lumber  &  other  forest  products 

756e 

65e 

18e 

- 

3.500 

Mar 

299     O'Neal  Steel/Max  DeJonge 

321      distributes  &  processes  carbon  steel  &  nonferrous  metal  products 

755e 

tie 

30a 

— 

2,600 

Dec 

300    Island  Lincoln-Mercury  Group/R  Bruce  Deardoft 

302       auto  dealerships  &  fleet  sales 

753 

9 

6 

47 

327 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form 
Technologies.  ?William  Beck  Jr.  is  co-chief  executive.  Announced  plans  to  go  public.  'Company  p 

a  figures;  refle 
ovided  estima 

cts  recent  acquisitio 
te  for  1998. 

).  'Announced  plans  to  merge  with  Bar 
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A  CURSE.    A  HEX.    BAD  KARMA. 


WE  CAN  HELP  YOU  REVERSE  ALL  OF  THEM. 


J 
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E 


At  AEP,  we  have  ideas  that  can  make  you  more  efficient, 

more  productive  and  more  profitable.  Ideas  with  power.5' 

To  find  out  more,  visit  us  at  www.aep.com. 


AMERICAN 
ELECTRIC 


'^•iii^; 


AEP:  America's  Energy  Partner 


5011    Lop  Private  Companies 

Revenues 

($mil) 

Rank    Company/Chief  executive 
'98      business 

'97 

Profits 

operating 

($mil) 

net 

($mil) 

Assets       Employees 

($mil) 

Fiscal 
year-end 

^301     Topa  EquitieS/John  E  Anderson 
326      insurance,  real  estate,  auto  dealerships;  distributes  beverages 

$752 

$38 

$5 

$467               1,306 

Dec 

302  •Community  Health  Systems/Wayne t smith 

374      owns,  leases  &  manages  hospitals 

750 

150e 

60e 

—             11,000 

Sept 

303     Fiesta  Mart/Louis  Katopodis 
291      Fiesta  supermarkets  in  Texas 

750e 

l'7e 

tie 

—               6,500 

May 

304    Horsehead  Industries  wiiiiam  e  Flaherty 

323      processes  zinc,  calcined  &  petroleum  coke  products:  environmental  sves 

750e 

133e 

72e 

—               3,000 

Dec 

305    Icon  Health  &  Fitness/Scott  r  watterson 

246      treadmills,  exercise  bikes,  cross-country  skis  &  other  home  titness  equipment 

749 

46 

-10 

—               4,200 

May 

306  'American  Commercial  Lines/Michaei  c  Hagan 

■       operates  barges  &  towboats,  river  terminals  &  marine  construction  facilities 

748* 

88* 

13* 

797*               4,100 

Dec 

307     Drummond/Garry  N  Drummond 
456      mines  coal;  develops  real  estate 

746 
742e 

124e 
64 

— 

—               2,850 

Dec 

308    Deseret  Management/Rodney  h  Brady 

342      insurance;  TV  &  radio;  real  estate  management 

38e 

—               3,000 

Dec 

309  Southern  Foods  Group  pete  schenkei 

383      processes  &  distributes  milk  &  other  dairy  products 

310  Sutherland  Lumber/steve  Scott 

202      home  improvement  centers 

741 

26 

646               4,700 

Dec 

741e 

22e 

— 

—               2,500 

Dec 

31 1    Glazer's  Wholesale  Distributors/Bennett  Giazer 

318      distributes  wine  &  distilled  beverages 

740e 

25e 

10e 

—               2,500 

Dec 

312    Klaussner  Furniture  Group  jb  Davis 

294      manufactures  upholstered  home  &  office  furniture 

738 

60e 

30e 

—               7,000 

Dec 

313     TAC  Worldwide  CoS/Salvatore  Balsamo 
327      temporary  employment  agency 

737 

44e 

22e 

—               1,075 

Dec 

314    Lewis  Homes  Group  of  Cos/John  m  Goodman1 

405      residential  construction;  develops  real  estate  in  California  &  Nevada 

732 

lOOe 

37e 

—                 850 

Dec 

31 5     Hale-Halsell/Robert  D  Hawk 

276      retails  &  wholesales  food;  convenience  stores 

731 

2 

3 

—               4,659 

Dec 

31 6    Bartlett  and  Co/Paui  d  Bartiett  Jr 

236      sells  &  stores  grain;  mills  flour;  runs  cattle  feed  lots 

725e 

7e 

— 

—                 575 

Dec 

31 7    Genuardi  Family  Markets/charies  a  Genual 

312      supermarkets  in  Pennsylvania,  Delaware  &  New  Jersey 

725e 

23e 

15e 

—               5,000 

Dec 

31 8  King  Kullen  Grocery/John  b  cuiien 

290      supermarkets  in  the  New  York  metropolitan  area 

319  Sherwood  Food  Distributors/Eari  ishbia2 

280      distributes  food 

320  DeBruce  Grain/Paul  DeBmce 

237      runs  grain  elevators,  merchandises  grain,  trades  fertilizer 

725e 

20e 

5e 

—              4,500 

Sept 

725e 
722 

20e 

5e 

—                 500 

Oct 

7e 

— 

—                  225 

Mar 

321      Conair/Leandro  P  Rizzuto 

319      hair  dryers  &  other  consumer  appliances;  personal  care  products;  cookware 

716 

59 

27 

516               3.652 

Dec 

322     Newark  GrOUp/Fred  G  von  Zuben 
309      recycles  paperboard  into  new  paper  products 

715 

58 

20 

—               3,200 

Apr 

323    K-VA-T  Food  Stores/Jack  c  Smith 

307      Food  City  supermarkets  in  Kentucky,  Virginia  &  Tennessee 

712 

25e 

lie 

142               6,300 

Dec 

324    Lupient  Automotive  Group  /James  Lupent 

268      auto  dealerships 

708e 
707 

9e 

4e 

—               1,000 

Dec 

325    Jordan  Industries/John  w  Jordan  11 

352      consumer  &  industrial  products 

91 

-14 

930               6.200 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form 
Kaufman  &  Broad  Home  Corp.  2J  Lawrence  Tushman  is  co-chief  executive. 

i  figures;  refle 

cts  recent  acquisition.  'Announced  plans  to  sell  home  building  operations  to 
Forbes  ■  November  30,  199: 

RAYMOND  WEIL 

GENEVE 


530  /GR 


9990  /PDBD 


I  ;s*** 


Dkcmingdale's 


Gsarsijal 


Stainless  Steel 
&  1 8K  Gold 
Water  resistant 
Expansion  clasp 


5817S/BLK 


RAYMOND  WEIL 

GENEVE 


SAKS 
FIFTH  AVENUE 


Stainless  Steel 
Diamond  bezel 
Water  resistant 
Expansion  clasp 


M 


egro 


Stainless  Steel 
Water  resistant 
to  90  Ft., 
Expansion  clasp 


5886  DB/P 


5886  DB/BLK 

For  a  brochure,  wnte  to:  Raymond  Weil.  Dept.  AD.  587  Fifth  Avenue,  New  York.  N.Y  1 001 7 


Rank    Company/Chief  executive 
'98      business 
'97 


Revenues 


Profits 

operating     net 

($mil)       ($mil) 


Assets       Employees     Fiscal 
year-end 


"326 

313 

Mdunkin  HB  Wehrle  III 

distributes  pipes,  valve  fittings  &  electrical  equipment 

$701 

$30e 

$12e 

$226               1,301 

Dec 

327 

■ 

Cambridge  IndUStrieS/Richard  Crawford 

manufactures  interior,  exterior  &  under  hood  auto  &  commercial  truck  parts 

700e 

75e 

30e 

4,400 

Dec 

328 

■ 

CelOteX/John  Borreca 

manufactures  insulations,  sheathing,  ceilings  &  wallboard  products 

700e 
700e 

90e 

— 

2,500 

Aug 

329 
330 
331 

i    360 

332 

|    320 

333 
334 

316 

335 

1    362 

336 

329 

Hunt  Consolidated/Hunt  Oil/Ray  l  Hunt 

■efines  &  enploies  for  oil  &  gas 

295e 

40 

1,500 

Dec 

McCombs  Enterprises/Gary vwoods 

auto  dc 

OmniSource/leonard  Rifkin 

processes  &  wholesales  smelting  products,  ferrous  &  nonferrous  scrap  metal 

700' 
700 

19e 

9e 

2,350 

Dec 

28e 

5e 

1,200 

Sept 

SAS  InstitUte/James  H  Goodnight 
computer  software  &  services 

700 

400e 

235e 

5,200 

Dec 

Washington  C0S/Dennis  Washington 
Montana  rail  services,  machinery  &  construction 

Watson  Wyatt  Worldwide/Pete  Smith 

on  &  employee  benefits  consulting 

Simplex  Time  Recorder/Edward  g  watkms 

s  building  monitor  control  sys;  computer  time-recorders 

700 

200e 

78 

3,000 

Dec 

698 

133 
808 

-86' 
35e 

326               5,100 

June 

695 

377               6,300 

Dec 

Dunn  IndUStrieS/Terrence  P  Dunn 

general  contractor,  construction  &  program  management,  design 

686 

685e 

25e 
165e 
488 

15e 

2,000 

Dec 

337 

334 

338 

324 

339 

332 

340 

317 

'.  341 

349 

Freedom  Communications/James  n  Rosse 

publishes  daily  &  weekly  newspapers  &  magazines;  TV  stations 

MTD  Products/Curtis  e  moii 

lawn  mowers  &  other  outdoor  power  equip;  tools,  dies,  metal  stampings 

75e 

7,200 

Dec 

685e 

25e 

7,500 

July 

Ben  E  Keith/Robert  Hallam 

distributes  Anheuser-Busch  beer  distributes  food  to  hospitals,  schools  &  rests 

Georgia  Crown  Distributing/Donald  m  Leebern  Jr 

wholesales  &  distributes  alcoholic  beverages  &  bottled  water 

El  Camino  Resources/David  Harmon 

resells  &  leases  IBM  mainframe  &  midrange  computer  equip;  software;  tech  svcs 

682 

680e 

678 

27e 

lie 

1,600 

June 

258 

19 

10e 

1,600 

July 

11 

835                 700 

Apr 

342 

336 

343 

328 

344 

369 

345 

355 

Journal  Communications/steven  j  smith 

Milwaukee  Journal  Sentinel:  broadcasting,  printing,  telecommunications 

Charmer  Industries/Herman  Mennoff 

es  wine  &  spirits 
Tasha/Henry  Torian 

675 
670e 

667 

120 
26a 

10 

56 
8e 

549               7,038 

Dec 

1,300 

Dec 

5 

900 
2,600 

Dec 
Dec 

Medline  Industries/charies  Mills 

manufactures  &  distributes  medical-surgical  products  &  textiles 

665' 

393 

313 

346 

■ 

Guide/Michael  N  Hammes 

distributes  headlights,  taillights  &  other  automobile  lights 

665 

— 

— 

4,000 

Dec 

347 

376 

Earnhardt's  Motor  Cos  Ha  j  Earnhardt  in 

auto  dealerships,  motor  homes 

660 

17 

11 

1,400 

Dec 

348 

273 

349 

■ 

350 

475 

HB  Zachry/HB  Zachry  Jr 

general  contractor  for  power  plants  &  other  industrial  processing  facilities 

660 

16e 

4e 

—               7,500 

Dec 

Boston  Consulting  Group/cari  w  stem 

655 

165e 

130e 

3,006 

Dec 

American  Golf/David  Price1 

operates  golf  courses 

650e 

55e 

30e 

—             13,000 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  form 
'Includes  loss  from  discontinued  operations.  3Company  provided  estimate.  ^Excludes  related  firm 

i  figures;  refle 
National  Golf 

cts  recent  acquisition.  'Company  provided  estimate  for  1998. 
'roperties,  a  publicly  traded  real  estate  investment  trust. 

Forbes  ■  November  30,  1998 
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($mil) 

Rank    Company/Chief  executive 
'98      business 
'97 

Profits 

operating 

($mil) 

net 

($mil) 

Assets       Employees 
($mil) 

Fisca 
year-e 

'351    Forever  Living  Products  International/Rex  Maughan 

354      manufactures  &  distributes  aloe  vera  products,  cosmetics  &  detergents 

$650e 

$70e 

$33e 

—                1,360 

Dec  1 

352     Inland  GrOUp/Damel  L  Goodwin 

361      real  estate  brokerage,  management  &  financing 

645 

28e 

5e 

—                 751 

Junel 

353     Goya  FOOdS/Joseph  A  Unanue 
351      processes  &  markets  Hispanic  foods 

640 

'96e 

45e 

—               3,000 

Dec  1 

354     HartZ  Group/Leonard  N  Stern 

346      pet  food  &  supplies:  Village  Voice  newspaper;  real  estate 

640e 

— 

— 

—               2,600 

Dec  ■ 

355    Murphy  Family  Farms/wendeii  h  Murphy 

272       pig  1 

640e 

95e 

65e 

—               1,900 

Dec 

356    Ritz  Camera/Davd  Rtz 

■       specialty  photography  stores;  boat  stores 

635e 

— 

— 

—               7,000 

Dec 

357    Feld  Entertainment/Kenneth  Feid 

391      Rmgling  Bros  and  8amum  &  Bailey  Circus  &  other  live  entertainment  acts 

630e 

95e 

46e 

—               2,500 

Dec 

358  Walbridge,  Aldinger j  in  Rakoita Jr 

315      construction 

359  Great  Lakes  Cheese/Hans  Epprecht 

343      manufactures,  processes  &  packages  cheese 

630 

22e 

lOe 

—                 600 

Dec    | 

625 

19e 

12e 

—               1,000 

Dec  1 

360     Hubbard  Broadcasting/Stanley  S  Hubbard 
■       television  &  radio  broadcasting 

625e 

— 

— 

—               1,450 

Dec   I 

361      Steiner/Richard  Sterner 
365      provides  linens  &  uniforms;  cans  food 

625e 

105e 

39e 

—               9,100 

June  1 

362     Pepper  COS/J  Stanley  Pepper 

443       general  contractor  &  construction  manager  in  over  40  states 

623 

10 

15 

$200              1,335 

Sept  1 

363    American  Century  Investments/James  w  stowers  in 

406       mutual  funds 

620e 

205e 

40e 

—              2,600 

Oct 

364    Les  Schwab  Tire  Centers  Phiip  wck 

380      tire  stores 

620e 

80e 

40e 

—               5,300 

Dec    1 

365    Warren  Equities/warren  Aipert 

225      trades  &  wholesales  petroleum:  convenience  stores;  distributes  merchandise 

620 

30 

6 

—               2,100 

May    1 

366    Austin  Industries/wiiiiam  t  Solomon 

284      heavy,  commercial  &  industrial  construction,  construction  management 

619 

24e 

6e 

—               5,000 

Dec    1 

367  TutOr-Saliba/Ronald  Tutor 
424      general  contractor 

368  Ingersoll  International/Edson  i  Gayiord 

■       manufactures  specialty  machine  tools 

619 

32 

21 

—               2,740 

Sept    1 

611 

40e 

25e 

—               4,318 

Nov 

369  Longaberger/Tami  Longaberger 

417      makes  &  sells  handcrafted  baskets,  pottery  &  other  home  decor  accessories 

370  Tuttle-Click  Automotive  Group/Robert  h  Tuttie  > 

347      auto  dealerships 

611 

76 

36 

—               5,486 

Dec     1 

609 

22 

15 

—               1,404 

Dec 

371    Herb  Chambers  Cos/Herbert  g  chambers 

379      auto  dealerships 

607 

16e 

lie 

—                 822 

Dec 

372    Little  Caesar  Enterprises/Michael  intch 

338      pizza  restaurants 

605e 

— 

— 

—               8,170 

Dec 

373  Peerless  Importers/Join Magiiocco 

363       distributes  wine  &  spirits 

374  Rudolph  &  Sletten/John  Rudolph 

410      general  contractor 

375  Turner  Industries/Berts  Turner 

388      maintains  &  constructs  oil  refineries,  chemical  &  petrochemical  plants 

605e 

24e 

7e 

—               1,200 

Dec 

605e 

18e 

Be 

—                 900 

June 

602 

32 

35 

—               9,800 

Oct 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  'Pro  form 
2. 36 

a  figures;  refle 

cts  recent  acquisition.  'James  H 

Click  is  co-chief  executive. 

Forbes  ■  November  30,  199 

Introducing  insurance  and  investments  from  a 
name  you  can  trust.  GE. 

For  every  ste p  you  take  in  life,  you  can  trust  GE  to  help.  Over  five 

million  people  already  turn  to  the  GE  Financial  Assurance  family 

of  companies  for  mutual  funds,  life  insurance,  annuities,  long  term 

care  insurance,  supplemental  health  insurance  and  auto  insurance. 

So  when  you  think  of  insurance  and  invesUnents,  think  of  GE. 

Visit  us  at  w-ww.ge.com/financial. 


We  bring  good  things  to  life. 


LIFE  INSURANCE  •  MUTUAL  FUNDS  •  ANNUITIES  •  LONG  TERM  CARE  INSURANCE  •  AUTO  INSURANCE  •  SUPPLEMENTAL  HEALTH  INSURANCE 

Insurance  and  investment  products  available  from  the  GE  Financial  Assurance  family  of  companies.  Mutual  funds  and  variable  insurance  products  are  offered  by  Capital  Brokerage 
Corp..  Member  NASD/SIPC,  and  available  through  select  broker  dealers.  Capital  Brokerage  Corp.  does  business  as  GE  Capital  Brokerage  Corporation  in  IN,  MN,  NM  and  TX. 
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year-end 


^376  'Goss  Graphic  Systems/Robert  Kuhn 

447      designs  &  manufactures  web  printing  presses  &  systems 


$600e 


2,500 


Sept 
Dec 


377  Marnell  Corrao  Association/Anthony  a  Mameii  ii 

■  general  contractor,  construction 

378  Pella/Gary  Christensen 

464  wood  windows,  glass  sliding  &  folding  doors 


600e 


$21  e 


$7e     - 


600e 


50e 


30e 


500 


6.000 


Nov 
Nov 


379    Progressive  Tool  &  Industries/Lawrence  a  w.sne 

367      designs  &  installs  robot-assisted  welding  &  assembly  tools 


GOOe 


80e 


38e 

lOe 


4,500 


380     Rooms  tO  Go/Jeffrey  Seaman 
■        furniture  stores 


600e 


30e 


3,300 


Dec 
Dec 


381     TTC  Illinois/Michael  McCafferty 
341       personnel  management  sen/ices 


597 


2  — 


382    Koppers  Industries/waiter  w  Turner 

■       produces  carbon  compounds  &  treated  wood  products 


593 


$24 
500 


383    Builder  Marts  of  America/Duane  Faulkner 

364      wholesales  building  materials  &  lumber  products 


593 


15e 


3e  — 


384     Empire  Beef/Steven  H  Levine 

416      distributes  &  processes  beef,  poultry,  pork,  seafood  &  processed  meats 


591 


12e 


4e  — 


26,912 
1,990 


132 
240 


Dec 
Dec 


Dec 
Dec 


385  Arthur  0  Little/Charles  R  LaMantia 
368  management  &  technology  consulting 

386  Jim  Koons  Management/James  e  Koons 

393  -  jto  dealerships 

387  Fletcher  Jones  Management  Group/netcher  Jones  jr 

381  auto  dealerships 


589 

585e 

584 


60e 
15e 
22 


30e     — 


8e 
17 


i  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate.  *Pro  forma  figures;  reflects  recent  acquisition. 


3,302 
1,150 
1.000 


Dec 
June 


Remote  access 


Managed 

end-to-end 

security 


Virtual  pri  it 
networl 


Managing  your  data  network  in  today's  business  environment  requires  serious  juggling.  Need  belp?  \I<  I  World] 
Vdvanced  Networks  i>  the  answer,  [he  data  communications  solution  behind  .1000  of  the  world-  largest  corporal 
Advanced  Networks  provides  comprehensive  Internet.  Intranet.  Extranet  and  hosting  services  to  companies  \\ 

Ml  I  WORI  in  OM   In.     Ml  Rights  Reserved 
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Rank    Company/Chief  executive 
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'97 
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Profits 

operating     net 

($mil)       ($mii; 


Assets       Employees     Fiscal 
year-end 
(linil) 


'388 

340 

Genmar  Holdings/Grant  Oppegaard 

1  other  brands  of  motorized  recreational  boats 

$580e 

— 

- 

4,700 

June 

389 

■ 

390 

370 

391 

371 

392 

412 

Oxford  Automotive/Steve  Abelman 

suspensions  &  other  metal  auto  components 

576* 

$47* 

$2* 

3,800 

Mar 

Blue  Bird  Paul  E  Glaske 

manufactures  school  &  commercial  buses  &  motor  homes 

576 

48 

14           $411 

1               2,636 

Oct 

GNman  Investment/Bernard  Bergreen 

manufactures  multiwall  paper  bags;  operates  paper  &  pulp  mills  &  linehaul  railroad 

575e 

75e 

25e 

2,600 

Dec 

Landmark  Communications/John  0  Wynne 

•  TV  programming,  broadcasting,  cable  TV,  Weather  Channel,  magazines 

575 

145e 

50e 

4,500 

Dec 

393 

398 

CMI  Intemational/Richard  A  Nawrocki 

ne  &  suspension  components 

574 

63e 
31e 

25e          41! 
15e           14! 

!               3,866 
I               1,650 

May 
Feb 

394 

389 

395 

428 

396 

429 

All-Phase  Electric  Supply/Ken  Renwick 

573 

Mel  Farr  Automotive  Group/Mei  Farr  sr 

573 

7 

3             12' 

f                 817 

Dec 
Dec 

PacifiCO  GrOUp/Kerry  T  Pacifico 
auto  dealerships,  fleet  sales 

572 

13e 
60a 

6e            - 

360 

397 

382 

398 

473 

399 

498 

McWane  John  J  McMahon  Jr 

.  lives  &  fittings,  water-treatment  equipment:  coal  production 

570e 

25e 

5,700 

Dec 

OpUS  Group  Of  Companies/Keith  Bednarowski 
construction;  real  estate  development;  architecture 

570e 

13e 

6e 

765 

Dec 

Baugh  Enterprises/Louis  e  Kapcsandy 

general  contractor,  commercial  construction 

565 

9 

3             - 

1,100 

Mar 

1  Not  on  last  years  list   •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate    "Pro  forma  figures;  reflects  recent  acquisition 


One  company  can 

handle  it  all  on  a 

single  network. 


MCI  WORLDCOM 

ADVANCED  NETWORKS 

Bess  hinges  on  the  How  of  critical  data.  All  executed  by  a  single  team,  dedicated  to  customizing  our  services  to  meet 
ur  company  s  specific  needs.  That  includes  integrating  solutions  to  help  you  migrate  from  your  current  network 
;hnology  to  next -generation  IP  solutions.  For  details  contact  us  at  1-877-755-1680  or  visit  www.wcom.net/adv/anl. 


z>  [J  J 

Profits 

operating 
($mil) 

net 

($mil) 

Assets       Employees 

($mil) 

Fiscal 

year-enc 

Rank    Company/Chief  executive 
'98      business 
'97 

Revenues 

($mil) 

^400    Darby  Group  Cos/wiichaei  Ashkin 

408      manufactures  &  distributes  dental,  medical  veterinary  &  vitamin  products 

$565e 

$80e 

$40e 

—               2,000 

Dec 

401    Phil  Long  Dealerships/Jay  cimmo 

422      auto  dealerships 

565 
562 

12 

6 

$115              1,116 

Dec 

402    Manufacturers'  Services/Kevm  Meiia 

463      contract  manufacturer  of  electronic  equipment 

~50e 

30e 

—               3,000 

Dec 

403     LifetOUCh/Paul  Harmel 
409      studio  &  school  photography 

560 

17e 

— 

—             16,000 

June 

404     UniCCO  Service/Steven  C  Kletjian 
403       provides  building  management,  maintenance,  janitorial,  office  &  electrical  svcs 

555 

83e 

25e 

30e 

—             22,000 

June    i 

405    Shapell  Industries/Nathan  snapeii 

■       develops  land  &  builds  homes  in  California 

554 

50e 

988               5,000 

Dec 

406    Moyer  Packing/R  Lee  Deip 

372       runs  slaughterhouses 

553 

15e 

5e 

—  1,600 

—  560 

June 
Dec 

407     ASI/Marcel  Liang 
■       distributes  computer  hardware  &  software  products  &  provides  computer  svcs 

550 

13 

8 

408     SimmonS/ZenonSNie 

■       Beautyrest,  Maxipedic.  Beautysleep.  BackCare  &  other  mattresses  &  waterbeds 

550 

47 

6 

24e 

375               2,800 

Dec 

409     Boler/John  Boler 
432       manufactures  axle  suspensions,  truck  bumpers,  leaf  springs 

550e 

60e 

—               3,000 

Dec 

410  lams/Clay  Mathile 
433       premium  dog  &  cat  food 

41 1  Perry  H  Koplik  &  Sons/Michaei  r  Kopiik 

421      international  sales  representative  of  pulp,  paper  &  forest  products 

550e 

74e 

33e 

—               1,400 

Dec 

550 

lie 

5e 

—                 145 

Dec 

412     RoCCO/GeorgeWPace 
395      Shady  Brook  Farms,  Marval  &  Valley  Chef  poultry  products 

550e 

32e 

— 

—               3,800 

Dec 

41 3     Rosen's  DiversifieaVThomas  J  Rosen 
396       runs  slaughterhouses;  distributes  agrochemicals;  develops  agricultural  software 

550 

9e 

5e 

—               1,200 

Sept 

414  TRT  HoldingS/Robert  B  Rowling 

437       produces  &  markets  oil  &  gas;  Omni  &  other  hotels 

415  Tube  City/Michael  Coslov 

415       processes  &  brokers  scrap  iron  &  steel,  slag  &  mill  by-products 

550e 
550 

75e 

50e 

—  8,000 

—  492 

Dec 
Dec 

416  DarcarS/John  Darvish 
399      auto  dealerships 

41 7  Ricart Automotive/Rnett Rcart 

348      auto  dealerships 

545e 
544 

15e 
14e 

9e 

lOe 

—  1,500 

—  889 

Dec 
Dec 

418  Dick  Corp/David  E  Dick 

390      general  contractor;  constructs  airports,  ind  processing  facils,  bridges  &  prisons 

41 9  GreenWOOd  MillS/William  Mathews  Self 
392       fabrics,  denim,  textiles 

540 
540e 

16 
35e 

171               5,000 

Dec 

8e 

—               7,000 

Dec 

420  Inserra  SupermarketS/Lawrence  R  Inserra 

444      ShopRite  supermarkets  in  New  Jersey  &  New  York 

421  KraUS-AnderSOn/Bruce  W  Engelsma 

448      general  contracting,  construction  mgmt,  real  estate,  commercial  &  personal  insur 

540e 

17e 

6e 

—               2,300 

Dec 

540 

17e 

7e 

—               1,000 

Dec 

422  CoppS/Michael  W  Copps 

425      distributes,  retails  &  wholesales  food;  supermarkets 

423  API  GrOUp/Lee  Anderson  Sr 

407       specialty  contractor  fire  protection  svcs;  distributes  building  materials 

424  Braman  Enterprises/Norman  Braman 

455      auto  dealerships 

539 
537 
536 

17 

6 

—               4,619 

Jan 

90s 

17e 

22e 
lie 

—               3,500 

Dec 

—                  806 

Oec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993   e;  Estimate.  *Pro  form 
240 

i  figures;  refle 

cts  recent  acquisition 

Forbes  ■  November  30,  199 

Business  is  beautiful.  Especially  in  a  state  where  the  corporate  income  tax  rate  hasn't  increased 
since  1972.  And  where  hourly  manufacturing  wages  are  well  below  the  national  average. The 
northernmost  right-to-work  state  in  the  Southeast, Virginia  boasts  an  exceptionally  capable  work- 
force, enabling  businesses  to  manufacture  everything  from  rocket  systems  to  semiconductors  to 
compact  discs.  No  wonder  over  150  Fortune®  500  companies  have  manufacturing  facilities  here. 
Perhaps  it's  time  you,  too,  discovered  the  beauty  of  doing  business  in  Virginia.   IrffflCjlfwEA 


Contact  Wayne  Sterling.  CED.  Executive  Director  Virginia  Economic  Development  Partnership,  PO.  Box  798.  Richmond.  VA.  23218.  804-37  I  -8202.  www. YesVirginia.c 
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year-end 


^425 

387 

Fareway  Stores/Robert  Cramer 
,  &  Fastco  Food  Stores 

$535e 

$12e 

$4e            — 

4,100 

Mar 

426 

384 

Ourisman  Automotive  Enterprises/Mandeii  j  ourisman 

auto  dealerships,  insurance 

535 

16 

10             — 

973 

Dec 

427 

■ 

428 

414 

429 

430 

430 

■ 

RTM  Restaurant  GrOUp/Russell  V  Umphenour  Jr 

Arby's  Roast  Beef,  Mrs  Winner's  Chicken  &  Biscuits  &  other  restaurants 

535 

60e' 

24e            — 

23.000 

May 
Mar 

American  Color  Graphics/Stephen  Dyott 

prints  advertising  inserts,  comic  books,  Sunday  comics 

533 

48 

-30           $330 

2,800 

Galpin  Motors/Herbert  F  Boeckmann  II 

533 

20 

17             124 

682 

Dec 

Soave  Enterprises/Anthony  soave 

scrap  metal  &  steel  processing,  construction,  real  estate 

533 

90e 

48e            — 

1.000 

Dec 

431 

378 

Alberici/Robert  F  McCoole 

general  contractor  &  construction  manager  for  the  auto,  commercial  &  env  inds 

531 

19e 

6e            — 

1,500 

Dec 

432 

■ 

FNC  HoldingS/Joseph  R  Baczko 
operates  Frank's  Nursery  &  Crafts  stores 

530 

20e 

6e            — 

7,100 

Jan 

433 

419 

434 

■ 

435 

■ 

Johnson  Brothers  Wholesale  Liquor/Lynn  Johnson 

wholesales  liquor 

Spalding  HoldingS/Kevin  TMartin 

manufactures  &  markets  golf  balls,  basketballs  &  other  sporting  goods 

530e 

20e 

8e            — 

1,100 

Dec 

530e 

— 

—             — 

1,894 

Sept 

Thomason  Auto  Group/scottThomason1 

auto  dealerships 

530 

19 

11             108 

850 

Dec 

436 

401 

TOWnsendS/P  Coleman  Townsend  Jr 

processes  poultry;  makes  prepared  foods;  refines  soybean  oil 

530 

16e 

4e            — 

4,800 

May 

437 

427 

438 

452 

439 

418 

440 

423 

Transtar  Holdings/Robert  s  Rosati 

railroads,  water  shipping 

526 

150 

68             517 

3,312 

Dec 

Grede  Foundries/Bruce  Jacobs 

iron  &  steel  castings  for  automotive,  farm  &  construction  equipment 

525 

62e 

16e            — 

5,000 

Dec 

Jockey  International/Donna  w  steigerwaidt 

manufactures  underwear  &  loungewear 

525e 

83e 

23e            — 

5,950 
2,000 

Dec 
Dec 

Pacific  Holding/David  H  Murdock 

real  estate,  building  materials,  natural  resources,  textiles 

525e 

— 

-             - 

441 

426 

PC  Richard  &  Son/Gary  H  Richard 
consumer  electronics  stores 

525e 

lOe 

5e           — 

1,700 

Jan 

442 

■ 

443 

467 

444 

■ 

445 

445 

446 

353 

Wolf  Camera/Chanes  r  wolf 

photography  stores 

525e 

— 

-             — 

6.500 

Dec 

Pitman/John  W  Dreyer 

distributes  printing  &  graphic  arts  equipment  &  supplies 

RAB  HoldingS/Richard  A  Bernstein 

stributes  Mamschewitz  &  other  brands  of  foods  &  beauty  prods 

524 

14 

6            170 

580 

Mar 

523 

27 
22 

—             250 

2,330 

Mar 

National  Wine  &  SpiritS/James  LaCrosse 
distributes  wine  &  spirits  in  the  Midwest 

521 

7               — 

1.466 

Mar 

American  Foods  Group/cart  wKuehne 

processes  beef  &  pork 

520 
520 
520 
520e 

136 
55s 

5e            — 

35e            — 
—             266 

1.450 

4.618 
2.800 

June 
Aug 
Dec 

447 

466 

448 

■ 

449 

453 

Bugle  Boy  Industries/wiham Mow 

il  pants,  leans,  sportswear  &  related  apparel  for  men,  boys  &  women 

George  Koch  Sons/Robert  l  Koch  11 

auto  die  castings  &  support  system:  distnbs  a  c  &  heating  equip 

Marathon  Cheese/Don  Menzner 

packages  cheese  for  Kraft  &  other  food  com 

20e 

9e            — 

1.200 

June 

■  Noto 

1  last  year's  list   •  Went  private  via  leveraged  buyout  s,       1993.  e.  Estimate.  "Pro  forma 

figures;  refle 

;ts  recent  acquisition 

'Announced  plans  to  be  acquired  by  Asbury  Automotive. 

242 


Forbes  ■  November  30,  1998 


n  a  land  of  bureaucrats,  diplomats 
nd  politicians,  there's  only  one 
ure  way  to  negotiate  business. 


Lunch,  anyone? 


VISA  CORPORATE 

■f,T,S 


ho  needs  a  lobbyist?  Just  carry  the  Visa*  Corporate  card.  Not  only  can  it  help  improve 
■ur  cash  How,  it  sends  you  a  detailed  MIS  report  you  can  use  to  ensure  compliance  and 
rgotiate  better  rates  with  vendors.  And  because  it's  accepted  at  over  14  million  places 
>rldwide,  millions  more  than  American  Express,  your  employees  can  rind  more  ways  to 
t  expenses  than  the  White  House.  For  details,  call  1-800-VISA-311  ext.  94,  or  visit 

isa  Expo  @  www.visa.com  It,$  Everywhere  You  Want  To  Be.(i 


ADJUST  ATTITUDES. 

MOTIVATE 
THE  TROOPS. 

CHARGE  THEIR 

ENTREPRENEURIAL 

SPIRIT. 


Here's  a  tip  to  keep  your  employees 
in  top  form:  More  than  10,000 
companies  in  the  United  States  have 
discovered  that  professionally  flown, 
turbine-powered  business  aircraft 
actually  can  change  the  way 
employees  think  and  act. 

Suddenly  markets  once  thought 
distant  and  difficult  to  reach 
are  open  and  accessible. 

The  inexpensive  land  and  reliable 
labor  of  Rural  America  becomes  just 
a  short  hop  away,  cutting  production 
and  transportation  costs. 


And  travel  time,  once  chalked  up 
by  companies  as  necessarily  lost 
in  the  ordinary  course  of  business, 
now  ranks  among  the  most 
productive  of  the  day,  a  benefit 
of  the  uninterrupted  (and 
confidential)  conference  or  study 
time  available  enroute  on  business 
aircraft  -  an  office  that  moves. 

Customer  service,  even  emergency 
customer  service,  takes  on  an  easy, 
instantaneous  quality.  Customers 
really  notice  and  appreciate  your 
commitment,  which  shows  up  on 
your  next  quarterly  report. 


. 


CHANGE 

YOUR 

CORPORATE 

CULTURE 


And  whether  old  or  new,  customers 
practically  leap  at  the  chance  to  visit 
when  you  offer  to  pick  them  up 
in  the  morning  and  return  them 
home  the  same  day. 

Of  course,  employee  time  saved  hy 
flying  nonstop  often  fully  offsets  the 
cost  of  getting  there  vis-a-vis  less 
efficient  ways  of  travel.  And  when 
you  add  the  value  of  employee  time 
saved,  productivity  gains  enroute, 
overnight  stays  eliminated,  and  family 
time  restored,  you'll  discover  that 
travel  by  business  aircraft  often  is  less 
expensive  than  the  alternatives. 
Yes,  less  expensive. 


For  all  these  routine  reasons  and 
more,  business  aircraft  have  been 
energizing  corporate  cultures  and 
bottom  lines  for  more  than  70  years. 

In  fact,  today  the  vast  majority  of  the 
most  productive  and  profitable  com- 
panies see  business  aircraft  as  simply 
an  ordinary  business  travel  option 
useful  to  maximize  their  two  most 
important  assets  -  people  and  time. 

You  can  too.  To  find  out  how,  just 
call  (800)  9-AVIATE  or  visit  us 
on  the  Web  at  www.nbaa.org/why. 
After  all,  attitude  adjustment  has  to 
start  with  someone.  Why  not  you? 
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($mil) 
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^450    Pacific  Coast  Building  Products/David  j  Luccnetti 

441       roofing  materials,  wallboard,  clay  &  concrete  prods;  distrlbs  bldg  materials 

$520 

$35e 

$12e           — 

2,600 

> 

Apr 

451      Furman  Lumber/Barry  Kronick 

411       distributes  lumber  &  building  materials 

519 

6 

—          $109 

375 

Feb 

452    Houchens  Industries/Jim Gpson 

477      Houchens  &  Save-A-Lot  supermarkets 

515e 

13e 

3e           — 

3,860 

Sept 

453     RiS  Paper/Mark  Griffin 
435      distributes  paper;  communications:  industrial  products 

515 

16e 

5e           — 

649 

Dec 

454  United  Supermarkets/Kent  Moore 

454      supermarkets  &  pharmacies  in  Texas 

455  Texas  Petrochemicals/Bin  waycaster 

446      manufactures  industrial  organic  chemicals 

515e 
515 

lie 

3e           — 

4,000 

Jan 

69 

-1             497 

328 

June 

456     Beck  GrOUp/Lawrence  A  Wilson 
■       general  contracting,  construction  management,  real  estate 

513 

29e 

lie            — 

445 

Dec 

457    Santa  Monica  Ford/L  Wayne  Harding 

397      fleet  sales  &  auto  dealership 

510 

lie 

—             — 

100 

Dec 

458    Russell  Stover  Candies/Thomas  ward1 

494      Russell  Stover,  Whitman's  &  other  candies:  makes  paper  packaging  products 

510 

80 

62             500 

6,000 

Feb 

459     Albert  TrOStel  &  Sons/Anders  Segerdahl 
■       tans  leather  for  automobiles;  molded  rubber  products 

510e 

— 

—              — 

3,500 

Dec 

460    Ukrop's  Super  Markets/Robert  ukmP 

438      supermarkets  in  Virginia 

51  Oe 

15e 

7e           — 

5,600 

July 

461    Williamson-Dickie  Manufacturing/PhiMp  wniiamson 

439      manufactures  workwear  &  casual  wear 

510 

77e 

51 e           360 

6,000 

Dec 

462    Bob  Rohrman  Auto  Group/Bob  Rohrman 

483      auto  dealerships 

509 

17 

14             — 

900 

Dec 

463     GFI  America/Robert  D  Goldberger 
460      runs  slaughterhouses 

505e 

14e 

7e           — 

1,200 

July 

464    Morris  Communications/wiiiiam  s  Morris  hi 

469      newspapers,  magazines,  outdoor  advertising 

505e 
503 

127e 

40e 

—             — 

5,600 

Dec 
Dec 

465    David  Weekley  Homes/David  weekiey 

465      builds  semicustom  homes 

25e            — 

790 

466    Neuberger  Berman/Lawrence  zickiin 

■       mutual  fund  management 

502 
500 

305 

265          2,410 

1,025 

Dec 

467    American  Cast  Iron  Pipe/van  l  Richey 

■       steel  &  iron  pipe,  valves,  tubes 

55e 

18e            — 

2,800 

Dec 
Dec 

468  Cook  GrOUp/Wilham  ACook 

■  medical  diagnostic  equipment  &  other  healthcare  supplies 

469  Fellowes  Manufacturing/James  Feiiowes 

■  office,  computer  &  audio  &  video  accessories:  paper  shredders 

470  Green  Bay  Packaging/wiiiiam  f  Kress 

462      paperboard,  shipping  containers,  pressure-sensitive  roll  stock 

500e 

105e 

60e            — 

3.500 

500 

67e 

26e           — 

1.500 

Mar 
Dec 

500e 

45e 

12e            — 

2,800 

471      HenkelS  &  McCoy/Kenneth  L  Rose 
■        telecomm,  utility  line  construction  &  repair,  engineering  svcs,  technical  consult 

500 

50 

20             — 

4,800 

Sept 

472     HP  rlOOd/John  A  Kaneb 
■       makes  branded  &  private-label  milk,  juice,  cottage  cheese  &  frozen  desserts 

500 

60e 
50e 

40e            — 

1,200 

Dec 

473    National  Steel  &  Shipbuilding/Richard  vortmann 

■        shipbuilding 

500 

35e            — 

4.000 

Dec 

474    State  Industries/Herb  Lmdahi 

■        water  heaters,  pump  tanks 

500e 

50e 

25e            — 

2,500 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate   *Pro  form, 
be  acquired  by  General  Dynamics 

figures;  retle 

cts  recent  acquisition.  'Scott  Ward  is  co-chief  executive.  Announced  plans  to 
Forbes  ■  November  30,  1998 
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Suddenly,  things  are  looking  up  in  today's  global  marketplace.  Now  one  company  brings  you  truly  integrated  insurance  and 

reinsurance  brokerage,  captive  management,  and  consulting  services  —  all  under  one  roof.  We  proudly  offer  these  highly 

xialized  services  to  American  Re  and  Munich  Re  clients,  and  independently  to  non<lients.  Our  worldwide  expertise  and  unrivaled 

'esources  are  backed  by  the  strength  and  security  of  the  Munich  Re  Group,  resulting  in  exceptionally  creative,  custom  solutions. 

But  we  believe  the  real  beauty  of  it  all  —  is  the  vision  we  bring  to  our  clients. 


Am-Re  Global  Services,  Incogs 

A  WORLD  OF  SERVICES  UNDER  ONE  REMARKABLE  ROOF  "    — 

Am-Re  Brokers,  Inc.,  reinsurance  intermediaries  •  Am-Re  Consultants,  Inc.,  insurance/reinsurance  consultants 
ARB  International  Ltd.,  a  Lloyd's  broking  house  •  Becher  +  Carlson  Companies,  brokers/consultants 

©1998  Am-Re  Global  Services,  Inc.  •  685  College  Road  East,  Princeton,  NJ  08543  •  609-243-4900  •  www.amreglobalservices.com 
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Revenues 

($mil) 

Rank 
'98 

'97 

Company/Chief  executive 
business 

-. Profits 

operating 

($mil) 

net 

($mil) 

Assets 

($mil) 

Employees 

Fiscal 
year-end 

f475 

■ 

476 

450 

TitanSportS/Vince  McMahon 

professional  wrestling  &  product  licensing;  hotel;  casino 

$500e 

$75e 

$25e 

— 

300 

Dec       | 

Atlas  World  GrOUp/Wally  Saubert 

Atlas  Van  Lines  moving  services  &  Red  Ball  freight 

490 

25 

6 

$181 

731 

Dec 

477 

451 

Chronicle  Publishing/John  b  sias 

publishes  newspapers  &  books:  broadcasting 

490e 

1 15e 

50e 

— 

3,000 

Dec 

478 

481 

479 

436 

480 

478 

481 

■ 

482 

495 

483 

■ 

484 

493 

485 

350 

486 

459 

487 

■ 

488 

■ 

489 

499 

490 

■ 

491 

■ 

492 

■ 

493 

■ 

494 

461 

495 

474 

Jones,  Day,  ReaviS  &  Pogue/Patrick  F  McCartan 
law  f;rm 

490e 

195e 

170e 

— 

3,092 

Dec 

Sauder  Woodworking  wia  i-.m  sauder 

makes  ready-to-assemble  furniture 

•Clark  Material  Handling  Martn m Dorio 

designs,  markets  &  manufactures  forklift  trucks 

490e 

60e 

25e 

— 

3,200 

Dec 
Dec 

489 

33 

8 

313 

1,500 

Siegel-Robert/Halvor  Anderson 

manufactures  injection  molded  &  chrome  plated  plastic  products 

485 

38e 

24e 

— 

3,100 

Dec 

Safelite  GlaSS/John  Barlow 
auto  glass  repair  &  replacement  shops 

Gilster-Mary  Lee/oonaid  weige 

manufactures  private  label  dry  cake  mixes,  cereals  &  other  food  products 

484 

26 

4 

558 

7,100 

Dec 

483 

35 

22 

216 

3,500 

Dec 

Montgomery  WatSOn/Murli  Tolaney 

environmental  engineering,  site  design,  construction  &  maintenance 

482 

21 

4 

214 

3,500 

Dec 

ShorenStein/Douglas  W  Shorenstein 
real  estate 

481e 

21  e 

3e 

— 

620 

Dec 

Field  Container/Larry  Field 

manufactures  folding  cartons;  recycles  paperboard;  makes  ink  &  specialty  packaging 

480e 

72e 

24e 

— 

2,100 

Apr 

HBE/Fred  S  Kummer 

designs  &  constructs  hospitals,  hotels,  credit  unions  &  banks;  operates  hotels 

480 

96 

20 

800 

10,000 

Dec 

Richardson  &  Partners/KK  Biewett 

auto  dealerships 

480 

— 

— 

250 

810 

Dec 

MarCUS  Cable/Jeffrey  A  Marcus 

operates  cable  TV  systems 

479 

230 

-109 

1,751 

2,132 

Dec 

Regal  CinemaS/Michael  Campbell 
operates  movie  theaters 

479 

477 

98 

35 

661 

7,605 

Dec 

Copley  PreSS/David  Copley 

publishes  San  Diego  Union-Tribune  &  other  daily  &  weekly  newspapers 

85e 

33e 

— 

4,654 

Dec 

Brasfield  &  Gorrie/Miiier  Gome 

general  contractor:  construction  &  construction  management  services 

477 

25e 

12e 

— 

1,539 

Dec 

BradCO  Supply/Barry  Segal 

roofing,  siding  &  other  building  materials 

475e 
475e 

22e 

6e 

— 

1,100 

Dec 

GoodTimes  Entertainment/Joseph  cayre 

produces,  distributes  &  licenses  videocassettes  &  software 

33e 

5e 

— 

500 

Dec 

Krasdale  FoodS/Charles  A  Krasne 
wholesales  food 

475 

15e 

lOe 

34 

600 

Dec 

496 

482 

497 

484 

498 

■ 

499 

■ 

500 

■ 

OxbOW/William  1  Koch 

composite  pipes,  fossil  fuels,  geothermal  energy,  real  estate 

Toresco  Enterprises/Donald  Toresco 

Autoland  of  New  Jersey  &  other  auto  dealerships 

FirstAmerica  Automotive/Thomas  Price 

auto  dealerships 

475e 

115e 

50e 

— 

800 

Dec 

475 
474 

13e 

6e 

— 

598 

Dec 

6 

— 

124 

1.034 

Dec 

•Dynatech/JohnFReno 
develops,  makes  &  mkts  commun  '•  sting  equip;  harsh  environment  con.; 

473 

86 

42 

288 

2.249 

Mar 

Four  M/Oennis  Mehiel 

manufactures  corrugated  packaging  materials 

469 

30 

-6 

323 

2,328 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1993.  e:  Estimate  *Pro  forma 

figures;  reflec 

ts  recent  acquisition 

Forbes  ■  November  30,  1998 
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Leading  Spain 
into  the  Next  Millennium 


After  is  eventful  years  at  the  head  of  Cat- 
alonia •*  government,  Jordi  Pujol  shows  no 
Signs  of  tiring  and  is  seeking  a  fifth  term  in 
office  at  the  upcoming  1999  regional  elections.  The 
resourceful  and  shrewd  08-year-old  Catalan  presi- 
dent is  widely  regarded  as  the  cleverest  politician  in  Spain  for 
negotiating  concessions  from  the  central  government  in 
Madrid  to  further  the  cause  of  (  atalan  self-determination. 

Complementing  his  fervent  patriotic  drive  is  a  passion 
for  Europe,  and  Pujol  is  convinced  that  Catalonia's  future 
lies  in  its  union  with  that  continent.  He  has  used  the  power 
broker  position  he  has  held  in  Spain  since  1993,  when 
neither  of  the  country's  two  leading  political  parties  were 
able  to  win  outright  majority  victories  at  the  polls,  to 
advance  (atalan  interests  and  influence  policies  that  have 
successfully  gained  European  Monetary  Union  membership 
for  Spain. 

The  government  (in  Madrid)  needs  someone  to  give  it 
stability  and  the  capacity  to  govern  in  peace,  and  basically  that 
someone  is  us,  he  said  in  an  interview.  "Obviously,  this  is 
achieved  through  negotiation,  and  we  try  to  have  our  views 
taken  into  account  on  economic,  European  and  social 
policies.  On  autonomy  we  attempt  to  see  that  our  points  of 
view  are  taken  into  account." 

Disliking  ideological  labels,  the  Catalan  leader  has  kept 
his  distance  from  the  previous  socialist  government  and  the 


present  conservative  Popular  Party  administration, 
declining  suggestions  that  he  enter  a  coalition.  His 
stated  aims  are  to  see  Spain  in  the  EMU,  to  direct 
policy  toward  a  productive  rather  than  financial 
economy,  and  to  achieve  home  rule  for  Catalonia 
by  democratic  means. 

Asked  whether  the  development  of  Catalonia  as  a 
logistics  center  would  undermine  the  region's  traditional 
industrial  base  and  convert  it  into  a  services  center,  he 
replied:  "Catalonia  has  always  had  a  great  industrial  voca- 
tion and  it  still  does.  But  that  is  not  incompatible  with  it  also 
being  a  great  services  center,  because  our  very  industrial 
development  is  taking  us  in  that  direction." 

After  so  many  years  in  office,  the  big  question  in 
Barcelona  and  Madrid  is  how  long  he  intends  to  lead  his 
party  and  who  can  succeed  him.  "You  should  never  ask 
anyone  who  is  going  to  be 
his  heir,"  he  chuckled. 
"Political  parties  aren't 
monarchies,  and  normally 
successors  are  chosen  by  the 
party,  in  our  case  by  parties, 
as  we  are  a  coalition.  And 
finally,  they  are  elected  by 
the  people  through  universal 
suffrage." 


"Catalonia  has  always  had 

a  great  industrial  vocation  and  it  still  does. 


MM 


Jordi  Pujol,  President  of  Catalonia 
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Catalonia 


Antoni  Subira 

Minister  of  Industry, 
Trade  and  Tourism 


I2555J  Office  of  Foreign 
l»  Investment 

Foreign  companies,  impressed  by  a 
developed  business  infrastructure, 
skilled  labor  and  competitive  operating 
costs,  are  flocking  to  Catalonia. 

More  than 
2,500  interna- 
tional companies, 
including  47  of 
the  world's  100 
largest  corpora- 
tions, have  estab- 
lished roots  in 
this  flourishing 
corner  of  the 
Iberian  peninsula. 

"The  high 
growth  rate  of  the  Catalan  economy 
and  its  modern  transport  and  commu- 
nication networks,  the  rapid  develop- 
ment and  diversification  of  industry,  the 
availability  of  stable  and  high-quality 
business  services,  as  well  as  the  support 
given  by  the  government  to  foreign 
companies,  are  all  factors  in  making 
Catalonia  an  exceptional  place  in  which 
to  set  up  business,"  says  Antoni  Subira, 
the  regional  minister  of  industry,  trade 
and  tourism. 

To  promote  foreign  involvement,  the 
ministry  created  the  Catalan  Office  of 
Foreign  Investment  (CIDEM)  in  1985,  a 
one-stop  shop  for  foreigners  wishing  to 
invest  in  the  region. 

It  provides  a  wide  range  of  services, 
including  information  on  tax  and  local 
regulations,  assistance  in  finding 
potential  business  partners  and  advice 
on  selecting  an  industrial  location  in 
Catalonia. 

Each  year  CIDEM  manages  an 
average  of  100  projects  with  an  invest- 
ment value  of  $2.4  billion,  helping  com- 
panies like  BASF,  Boehring,  Sony,  GE, 
Hitachi,  Philips  and  Samsung  to 
successfully  locate  in  Catalonia. 


Lodged  in  the  northeastern 
corner  of  the  Iberian  peninsula, 
Catalonia  is  often  viewed  as  just 
another  part  of  Spain,  while  its  strong 
national  identity  and  mighty  economic 
punch  have  not  always  been  fully  ap- 
preciated. 

Yet  it  is  among  the  top  ten  indus: 
trialist  regions  of  Europe  with  a  GDP 
higher  than  that  of  some  countries  of 
the  European  Union.  But  it  is  in  the 
Spanish  context  that  Catalonia  stands 
out  as  a  driving  force  of  the  economy. 
Covering  only  six  percent  of  Spanish 
territory  and  containing  16  percent  of 
the  total  popula- 
tion. Catalonia  ac- 
counts for  20  per- 
cent of  total  output 
and  25  percent  of 
industrial  produc- 
tion. This  solid  per- 
formance is  backed 
by  a  forecast  growth 
rate  of  around  four 
percent  for  this 
year,  average  per 
capita  income  of 
$16,500  (similar  to 
that  of  the  UK)  a  steady  annual  inflation 
rate  of  two  percent,  and  an  unemploy- 
ment rate  of  under  eight  percent, 
compared  with  an  EU  average  of  1 1 
percent.  Direct  foreign  investment 
amounted  to  S4.6  billion  last  year,  26.4 
percent  of  Spain's  total. 

Covering  an  area  similar  to  that  of 
Massachusetts,  Catalonia  has  a  popula- 
tion of  six  million  and  forms  one  of  the 
1"  autonomous  regions  created  in 


The  village  of  Taull 
in  the  Catalan  Pyrenees  features  some 
of  the  finest  examples  of  Romanesque 

churches  in  Spain. 


Spain  on  the  return  of  democracy  after 
the  death  of  Franco  toward  the  end  of 
the  1970s.  Pride  in  its  culture,  language 
and  historic  status  as  an  independent  | 
state  has  kept  the  national  spirit  alive 
and  inspired  Catalans  to  acquire  a  1 
larger  degree  of  self-determination  than 
most  other  regions  in  decentralized 
Spain.  With  their  own  government,  the  j 
Generalitat,  and  parliament,  Catalans  • 
now  have  greater  control  over  their  af- 
fairs and  are  well  positioned  to  press 
Madrid  for  more  autonomy. 

Dominating  regional  politics  isJ^P 
Jordi  Pujol  i  Soley,  who  has  skillfully    ' 
forged  a  cohesive 
Catalan  strategy  in  1 
his  18  years  at  the 
head  of  the  General- 
itat.   Conservative 
and  moderate  in  his 
national  aspirations, 
Pujol  is  European  in  1 
outlook  and  embod-  ■ 
ies    that    singular   built 
Catalan        quality 
known  as  seny,  ai 
combination       oft 
common  sense,  bal- 
ance, reflection  and  the  ability  to  listen 
to  others.  His  highly  successful  pro- 
gram promotes  consolidation  of  Cat- 
alonia as  an  economic  hub  within  the 
European  Union.  He  has  held  the  bal- 
ance of  power  in  Madrid  since  1993- 
The  previous  socialist  government  and 
present  conservative  one  have  had  to 
rely  to  a  large  extent  on  the  support  of 
his  Convergencia  i  Unio  coalition  to 
stay  in  office.  While  Pujol  prefers  to 
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Barcelona:  Tel:  (34)  93  476  7200    Fax:  (34)  93  476  7303 
New  York:  Tel:  (1)212  755  8830    Fax:  (1)212  755  88. 


http://www.catalonia.com    e-mail:  info@cidem.gencat.es 
http://www.catalonia.com    e-mail:  cidem@catalonia.com 


Zona  Franca  - 

one  of  the  most  dynamic  industrial 

complexes  in  Europe 


refer  to  Catalonia 
is  a  nation  rather 
han  a  region,  he 
s  willing  to  work 
within  the  frame 
work  of  Spain. 

"Catalonia  has 
llways  played  an 
mportant  part  in 
>pam  s  economic 

development  because  we  have  been 
he  engine  for  growth  for  the  whole 
jountry  We  have  been  a  pioneer  in 
pain  s  modernization  and  have  de- 
fended its  ties  u  ah  Europe  and  its  entry 
into  the  Eumpcan  I  nion.  Pujol  asserts 
Aware  that  70  percent  of  their  output 
4<>cs  to  sp.im  (  atalans  realize  that  an 
economically  stnmg  and  politically  stable 
pom  is  in  their  own  best  interests 

A  Diversifying  Ki  onom\ 

iood  business  sense,  a  propensity  for 
hard  work  and  a  solid  economic  base- 
built  on  industry,  agriculture  and 
tourism  have  been  the  mainstays  of  the 
economv  for  generations  dlobalization 
has  inspired  the  region  to  diversifv  into 
more  value-added  activities. 

Investment  of  $21  billion  in  infra- 
structure and  communications  since 
1985.  favorable  demographics,  lower  need  to  meet  the  challenges  of  a  more- 
labor  costs  than  other  industrialized  globalized  world  better  than  Antoni 
parts  of  Europe  and  high  professional  Subira  i  Claus.  the  Ccneralitat  s  minis- 
qualifications  have  attracted  more  than  ter  of  industry,  trade  and  tourism,  and 
2.500  international  companies,  250  of  former  professor  at  the  Harvard-associ- 
thfrn  from  the  I' nited  States.  ated    Barcelona   Graduate    Business 

Leading  multinationals  that  have      School  (IESE). 
established  themselves  mainly  in  the  "The  logistics  that  make  it  possible 

greater  Barcelona  area  include  Ford,      for  a  Catalan  textile  firm  to  deliver  cur- 


IBM  and  General 
Motors.  Sony  locat- 
ed its  first  European 
manufacturing  and 
logistics  center  in 
the  region  and 
Hewlett-Packard  s 
Barcelona  division 
is  responsible  for 
the  company  s  R&D, 
the  production  of  large-format  inkjet 
printers  worldw  ide.  and  the  manufac- 
ture of  deskjet  printers  in  Europe  (in 
conjunction  with  Singapore). 

Foreign  direct  investment  in  Spain 
increased  ninefold  between  1984  and 
1994.  One-quarter  of  this  amount  went 
to  (  atalonia.  and  the  figure  rises  to  40 
percent  if  only  industrial  investment  is 
taken  into  account.  According  to  the 
deneralitat.  foreign  investment  totalled 
$30  billion  in  the  five  v ear  period  to 
1997.  Ihis  success  has  been  partially  at- 
tributed to  the  dynamism  of  the 
region's  network  of  small  and  meclium- 
si/ccl  companies.  Suppliers  ability  to 
respond  rapidly  to  fast-changing  devel- 
opments is  also  seen  as  one  reason  why 
so  many  Japanese  companies  have  set 
up  production  plants  in  the  region 
No  one  understands  Catalonia's 


Enrique  Lacalle 

Fxecutive  Chairman, 
7onx  Franca 


Zona  Franca 

In  a  city  where  hard  work  is  a  way  of 
life,  it  is  little  wonder  that  Spain's 
largest  and  most  active  industrial  area 
is  located  on  the  outskirts  of  Barcelona. 
The  1,500-acre  Zona  Franca  Industrial 
Estate  is  one  of 
the  biggest  stor- 
age, logistical 
and  integral  dis- 
tribution centers 
in  the  Mediter- 
ranean for  tax- 
free  cargo,  man- 
aging 200,000 
metric  tons  of 
cargo  a  year  It 
offers  for  lease 
and  purchase  a  wide  range  of  industri- 
al infrastructure  including  industrial  es- 
tates, business  parks,  service  centers, 
technology  parks  and  shopping  malls. 
The  consortium's  singularity  lies  in  its 
status  as  a  public  company,  owned  by 
the  city  of  Barcelona  and  the  state,  and 
its  pnvatp-sector  orientation  It  is  man- 
aged  as  a  private  company  with  no  re- 
coursp  to  subsidies  "It  is  a  unique 
model.  There  is  nothing  like  it  anywhere 
pIsp  m  the  world,"  says  Enrique  Lacalle, 
president  of  the  consortium  that  man- 
ages the  Zona  Franca  "It  runs  like 
clockwork  either  we  make  money  or 
we  closp  down  ' 

With  asspts  of  50  billion  pesetas 
(about  $141  million)  and  profits  of 
almost  3  billion  pesetas  ($20  5  million) 
last  ypar,  the  Zona  Franca  Consortium 
is  not  only  profitable,  but  a  real  piston 
m  thp  engine  of  the  Catalan  economy. 
Lacalle  compare^  it  to  I  ourdes,  the 
famous  Roman  Catholic  place  of  pil- 
grimage ir.  France  "People  come  from 
ail  ovpr  thp  world  to  see  and  learn  from 
us.  "he  says  "They  want  to  transfer 
our  modpl  to  their  countriPc 
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4%  CHASE 


Jose  A.  Garay 

Chairman, 

Chase  Manhattan 

Bank,  Spain 


Global  expertise  and  an  extensive  offer- 
ing of  sophisticated,  specialized  products 
place  Chase  Manhattan  Bank  in  a  strong 
position  in  the  Catalan  financial  sector. 

In  the  first  half 
of  this  year  Chase 
Barcelona  booked 
$250  million  of 
assets  on  the  U.S. 
bank's  balance 
sheet  in  Spain. 

"Practically  all 
the  big  compa- 
nies of  Catalonia 
are  our  clients," 
says  Jose  A.  Garay, 

chairman  of  Chase  in  Spain.  "Chase  in 
Catalonia  accounts  for  25-30%  of  total 
assets  in  the  Iberian  peninsula." 

The  only  foreign  bank  in  Spain  to  pro- 
vide custodial  services,  peseta  clearing, 
cash-management  and  trade  finance, 
Chase  is  an  active  participant  in  the  re- 
gional market,  providing  syndicated  and 
bilateral  loans  and  bond  issues,  among 
many  other  services.  It  has  been  involved 
in  the  financing  of  nearly  all  major  recent 
infrastructure  projects  in  Catalonia. 

Chase's  operations  in  Catalonia  are 
equally  divided  between  private  business, 
public  works  and  multinational  compa- 
nies. It  has  a  close  relationship  with  the 
Generalitat,  and  the  private  utility  com- 
panies are  top  customers.  So  are  leading 
multinationals  such  as  Pepsico,  Volkswa- 
gen, Nissan  and  Dupont. 

"Increasingly,  companies  are  looking 
for  banks  that  are  specialized  in  certain 
tasks,"  observes  Garay.  "Large  companies 
will  have  a  local  bank  for  day-to-day  op- 
erations and  a  foreign  bank  for  foreign 
exchange  dealings  and  syndicated  loans 
and  to  give  them  better  service  in  the 
mergers  and  acquisitions  sector.  They 
need  a  global  network,  a  global  bank  to 
give  them  competitive  advantages." 

Madrid:  Paseo  de  la  Castellana,  51 
Barcelona:  Calle  Josep  Irla  i  Bosch  5- 


tains  to  Denmark,  or  for  an  American 
company  to  land  inkjet  cartridges  from 
its  Catalan  base  anywhere  in  Europe 
within  24  hours,  require  a  modern  in- 
dustrial structure.  Catalonia  has  made 
enormous  advances  in  this  direction," 
Subira  maintains. 

Emerging  Hub 
For  Southern  Europe 

Catalonia's  most  ambitious  project, 
however,  is  to  convert  Barcelona  into  a 
major  logistics  center  for  southern 
Europe  and  the  Mediterranean,  mirror- 
ing Rotterdam's  position  as  a  trans- 
portation and  communications  gateway 
for  the  north  and  the  Atlantic. 

The  city  is  located  at  a  pivotal 
point  of  an  area  with  a  heavy  concen- 
tration of  high  technology  and  knowl- 
edge-intensive industries  stretching 
from  southern  Germany  and  Milan  in 
Italy  across  southern  France  to 
Zaragoza,  Valencia  and  the  Balearic 
Islands  in  Spain. 

For  a  number  of  years  this  fast- 
growing  "hot  banana"  rim  has  been 
challenging  the  dominance  of  the 
traditional  triangle  of  European  devel- 
opment formed  by  Paris,  London  and 
Amsterdam,  plus  the  Ruhr  valley  in 
Germany,  adding  to  Barcelona's  strate- 
gic importance. 

Infrastructure  has  benefited  from 
huge  amounts  of  investment  poured 
into  the  highly  successful  Barcelona 
Olympic  Games  in  1992.  A  recent 
survey  of  executives  ranked  Barcelona 
as  Europe's  sixth-best  business  location 
and  placed  it  first  among  Mediter- 


ranean ports.  Its  port,  airport,  Logistics] 
Zone,  advanced  industrial  parks  an 
main  wholesale  markets  are  all  pack 
into  a  three-mile  radius.  The  entire 
complex  is  directly  connected  to  tht 
rest  of  Spain  and  Europe  by  air,  motor 
way  and  rail,  and  a  high-speed  traini 
connecting  Madrid  to  Paris  vial 
Barcelona  becomes  operational  in  2004- 
Among  the  most  impressive 
developments  is  the  Zona  Franca  Con- 
sortium containing  the  Mediterranean's 
largest  free  zone,  the  most  modern  in 
Europe.  With  interests  in  high  tech4 
nology,  real  estate,  logistics,  storage, 
and  distribution  operations,  it  is  one 
of  the  most  impressive  and  dynamio 
industrial  complexes  in  Europe 

A  Bright  Future 

Although  such  breathtaking  achieve  i 
ments  have  quickened  its  already  hectic 
pace,  a  recent  LInited  Nations  report 
judged  Catalonia  to  be  a  good  place  tc 
live  and  work,  concluding  that  living 
standards  equal  those  of  the  LInited 
States  and  that  the  quality  of  life  is  o 
better  in  Canada,  France  and  Norway 
Eighteen  years  ago  Catalonia  ranked 
19th  in  this  table.  In  the  intervening 
years  economic  growth  has  dramati- 
cally reduced  unemployment  and' 
greater  political  autonomy  has  led  to 
improvements  in  education  and  health. 
Powerful  logistics  platforms,  the 
expanding  ports  of  Barcelona  and  Tar- 
ragona, and  solid  industrial  bases  have 
placed  Catalonia  in  prime  position  to 
lead  Spain  and  the  Mediterranean  into 
the  new  millennium. 
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Catalonia 

Leading  Spain  ento^iie  Next  Milleymi  m 


28046  Madr,  Spain  Tel:  (34)  91  349  2800  Fax:  (34)  91  308  3490 
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Company 


Phone 


Address 


Web  site  (www.) 


il 

ABC  Supply 

608-362-7777 

One  ABC  Parkway,  Beloit,  Wl  53511 

abc-supply.com 

ACF  Industries 

314-940-5000 

620  North  Second  Street,  St  Charles,  MO  63301 

americanrailcar.com 

API  Group 

612-636-4320 

2366  Rose  Place,  St  Paul,  MN  55113 

apigroupinc.com 

ASI 

510-226-8000 

48289  Fremont  Boulevard,  Fremont,  CA  94538 

asi2000.com 

Advance  Publications 

718-981-1234 

950  Fingerboard  Road,  Staten  Island,  NY  10305 

Aecom  Technology 

213-381-3612 

3250  Wilshire  Boulevard,  Los  Angeles,  CA  90010 

Alberici 

314-261-2611 

2150  Kienlen  Avenue,  St  Louis,  MO  63121 

alberici.com 

Alex  Lee 

828-323-4424 

PO  Box  800,  Hickory,  NC  28603 

All-Phase  Electric  Supply 

616-926-6194 

3401  South  Lakeshore  Drive,  St  Joseph,  Ml  49085 

all-phase.com 

Alliant  Foodservice/1995 

847-405-8500 

One  Parkway  North,  Deerfield,  IL  60015 

alliantboston.com 

American  Axle  &  Manufacturing  1954 

313-974-2000 

1840  Holbrook  Avenue,  Detroit,  Ml  48212 

aam.com 

American  Bottling 

630-241-3555 

7955  South  Cass  Avenue,  Darien,  IL  60561 

American  Cast  Iron  Pipe 

205-325-7701 

1501  North  31st  Avenue,  Birmingham,  AL  35207 

acipco.com 

American  Century  Investments 

816-531-5575 

4500  Mam  Street,  Suite  1500,  Kansas  City,  MO  64111 

americancentury.com 

American  Color  Graphics 

615-377-0377 

100  Winners  Circle,  Brentwood,  TN  37027 

amcolorgraphics.com 

American  Commercial  Lines/1998 

812-288-0100 

1701  East  Market  Street,  Jeffersonville,  IN  47130 

acbl.com 

American  Foods  Group 

920-436-6510 

544  Acme  Street,  Green  Bay,  Wl  54302 

American  Golf 

310-664-4000 

2951  28th  Street,  Santa  Monica,  CA  90405 

Amsted  Industries 

312-645-1700 

205  N  Michigan  Avenue,  Blvd  Towers  South,  Chicago,  IL  60601 

amsted.com 

Amway 

616-787-6000 

7575  Fulton  Street  East,  Ada,  Ml  49355 

amway.com 

Andersen  Corp 

612-439-5150 

100  Fourth  Avenue  North,  Bayport,  MN  55003 

andersenwindows.com 

Andersen  Worldwide 

212-708-4000 

1345  Avenue  of  the  Americas,  New  York,  NY  10105 

arthurandersen.com 

18 

Aramark 

215-238-3000 

1101  Market  Street,  Philadelphia,  PA  19107 

aramark.com 

39 

Asbury  Automotive  Group/1994 

610-260-9800 

One  Tower  Bridge,  Suite  1440,  Conshohocken,  PA  19428 

189 

Asplundh  Tree  Expert 

215-784-4200 

708  Blair  Mill  Road,  Willow  Grove,  PA  19090 

asplundh.com 

476 

Atlas  World  Group 

800-638-9797 

1212  St  George  Road,  Evansville,  IN  47711 

atlasvanlines.com 

366 

Austin  Industries 

214-443-5500 

PO  Box  1590,  Dallas,  TX  75221 

austin-ind.com 

168 

Avondale 

770-267-2226 

PO  Box  1109,  Monroe,  GA  30655 

1 

115 

BDO  Seidman 

312-240-1236 

180  North  Stetson  Avenue,  Suite  4300,  Chicago,  IL  60601 

bdo.com 

180 

BE&K 

205-972-6000  , 

2000  International  Park  Drive,  Birmingham,  AL  35243 

bek.com 

283 

Baker  &  McKenzie 

312-861-8800 

130  East  Randolph  St,  1  Prudential  Plaza,  Chicago,  IL  60601 

bakerinfo.com 

244 

Baker  &  Taylor 

704-357-3500 

2709  Water  Ridge  Parkway,  Suite  500,  Charlotte,  NC  28217 

baker-taylor.com 

316 

Bartlett  and  Co 

816-753-6300 

4800  Main  Street,  Suite  600,  Kansas  City,  MO  64112 

296 

Barton  Malow 

248-351-4500 

27777  Franklin  Road,  Suite  800,  Southfield,  Ml  48034 

bmco.com 

195 

Bashas' 

602-895-9350 

PO  Box  488,  Chandler,  AZ  85244 

bashas.com 

222 

Battelle  Memorial  Institute 

800-201-2011 

505  King  Avenue,  Columbus,  OH  43201 

battelle.org 

399 

Baugh  Enterprises 

206-726-8000 

900  Poplar  Place  South,  Seattle,  WA  98144 

194 

LL  Bean 

207-865-4761 

Casco  Street,  Freeport,  ME  04033 

llbean.com 

162 

Beaulieu  of  America  Group 

706-259-4511 

PO  Box  1248,  Dalton,  GA  30722 

beaulieu-usa.com 

9 

Bechtel  Group 

415-768-1234 

PO  Box  193965,  San  Francisco,  CA  94119 

bechtel.com 

456 

Beck  Group 

214-965-1100 

1700  Pacific  Avenue,  Suite  3800,  Dallas,  TX  75201 

beckgrp.com 

64 

Belk  Stores  Services 

704-357-1000 

2801  West  Tyvola  Road,  Charlotte,  NC  28217 

belk.com 

157 

Berwind  Group 

215-563-2800 

3000  Centre  Square  West,  1500  Market  St,  Philadelphia,  PA  19102 

293 

Big  V  Supermarkets 

914-651-4411 

176  North  Main  Street,  Florida,  NY  10921 

225 

Big  Y  Foods 

413-784-0600 

2145  Roosevelt  Ave,  PO  Box  7840,  Springfield,  MA  01102 

bigy.com 

85 

Black  &  Veatch 

913-458-2000 

8400  Ward  Parkway,  Kansas  City,  MO  64114 

bv.com 

J 

The  main  table  starts  on  page  203.  For  those  firms  taken  private  since  1993,  we  show  the  year  of  the  transaction. 
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148 

Bloomberg  LP 

212-318-2000 

390 

Blue  Bird 

912-757-7100 

409 

Boler 

630-773-9111 

117 

Booz,  Alien  &  Hamilton 

703-902-5000 

34 

Borden/1995 

614-225-4000 

257 

Boscov's  Department  Stores 

610-779-2000 

253 

Bose 

508-879-7330 

349 

Boston  Consulting  Group 

617-973-1200 

493 

Bradco  Supply 

732-382-3400 

424 

Braman  Enterprises 

305-576-1889 

492 

Brasfield  &  Gorrie 

205-328-4000 

125 

Bridge  Information  Systems/1994 

212-372-7100 

105 

Brookshire  Grocery 

903-534-3000 

447 

Bugle  Boy  Industries 

805-582-1010 

383 

Builder  Marts  of  America 

864-297-6101 

246 

Leo  Burnett 

312-220-5959 

248 

Burt  Automotive  Network 

303-789-6700 

25 

C&S  Wholesale  Grocers 

802-257-4371 

206 

CC  Industries 

312-855-4000 

232 

CH2M  Hill  Companies 

303-771-0900 

393 

CMI  International 

248-399-9600 

327 

Cambridge  Industries 

248-616-0500 

1 

Cargill 

612-742-6000 

91 

Carlson  Cos 

612-540-5000 

245 

Carpenter 

804-359-0800 

328 

Celotex 

813-873-1700 

111 

Central  National  Gottesman 

914-696-9000 

371 

Herb  Chambers  Cos 

617-666-8333 

343 

Charmer  Industries 

718-726-2500 

247 

Chemcentral 

708-594-7000 

477 

Chronicle  Publishing 

415-777-7057 

124 

Clark  Enterprises 

301-272-8100 

480 

Clark  Material  Handling/1996 

606-288-1200 

30 

Clark  USA 

314-854-9696 

261 

Club  Corporation  International 

972-243-6191 

224 

Coca-Cola  Bottling  Co  of  Chicago 

773-775-0900 

179 

Comark 

630-924-6700 

302 

Community  Health  Systems/1996 

615-373-9600 

321 

Conair 

609-426-1300 

138 

Connell 

908-233-0700 

155 

Connell  Limited  Partnership 

617-737-2700 

78 

Consolidated  Electrical  Distributors 

818-991-9000 

5 

Continental  Grain 

212-207-5100 

468 

Cook  Group 

812-331-1025 

491 

Copley  Press 

619-454-0411 

422 

Copps 

715-344-5900 

499  Park  Avenue,  New  York,  NY  10022 
3920  Arkwright  Road,  Macon,  GA  31210 

500  Park  Boulevard,  Itasca,  IL  60143 
8283  Greensboro  Drive,  McLean,  VA  22102 
180  East  Broad  Street,  Columbus,  OH  "43215 
PO  Box  4116,  Reading,  PA  19606 

The  Mountain,  Framingham,  MA  01701 

Exchange  Place,  6th  Floor,  Boston,  MA  02108 

Thirteen  Production  Way,  Avenell,  NJ  07001 

2060  Biscayne  Boulevard,  2nd  Floor,  Miami,  FL  33137 

729  South  30th  Street,  Birmingham,  AL  35233 

Three  World  Financial  Center,  27th  Floor,  New  York,  NY  10281 

PO  Box  1411,  Tyler,  TX  75710 

2900  Madera  Road,  Simi  Valley,  CA  93065 

PO  Box  47,  Greenville,  SC  29602 

35  West  Wacker  Drive,  Chicago,  IL  60601 

5200  South  Broadway,  Englewood,  CO  80110 


Old  Ferry  Road,  Brattleboro,  VT  05301 

222  North  LaSalle  Street,  Chicago,  IL  60601 

6060  South  Willow  Drive,  Greenwood  Village,  CO  80111 

30333  Southfield  Road,  Southfield,  Ml  48076 

555  Horace  Brown  Drive,  Madison  Heights,  Ml  48071 

PO  Box  9300,  Minneapolis,  MN  55440 

Carlson  Parkway,  PO  Box  59159,  Minneapolis,  MN  55459 

PO  Box  27205,  Richmond,  VA  23261 

4010  Boy  Scout  Blvd,  One  Metro  Center,  Tampa,  FL  33607 

Three  Manhattanville  Road,  Purchase,  NY  10577 

259  McGrath  Highway,  Somerville,  MA  02145 

1950  48th  Street,  Astoria,  NY  11105 

PO  Box  730,  Bedford  Park,  IL  60499 

150-4th  Street,  Suite  695,  San  Francisco,  CA  94103 

7500  Old  Georgetown  Road,  Bethesda,  MD  20814 

172  Trade  Street,  Lexington,  KY  40511 

8182  Maryland  Avenue,  St  Louis,  MO  63105 

3030  LBJ  Freeway,  Suite  700,  Dallas,  TX  75234 

7400  North  Oak  Park  Avenue,  Niles,  IL  60714 

444  Scott  Drive,  Bloomingdale,  IL  60108 

155  Franklin  Road,  Suite  400,  Brentwood,  TN  37027 

150  Milford  Road,  East  Windsor,  NJ  08520 

45  Cardinal  Drive.  Westfield,  NJ  07090 

One  International  Place,  Fort  Hill  Square,  Boston,  MA  02110 

31356  Via  Colinas,  Suite  107.  Westlake  Village,  CA  91362 

277  Park  Avenue,  New  York,  NY  10172 

PO  Box  1608,  Bloomington,  IN  47402 

PO  Box  1530,  La  Jolla,  CA  92038 

2828  Wayne  Street,  Stevens  Point,  Wl  54481 


bloomberg.com 
blue-bird.com 
hendrickson.intl.com 
bah.com 

boscovs.com 
bose.com 
bcg.com 
bradcosupply.com 

brasfieldgorrie.com 

bridge.com 

brookshires.com 

bugleboy.com 

buildermarts.com 

leoburnett.com 

burt.com 


ch2m.com 

cmi.com 

cambrinc.com 

cargill.com 

carlson.com 


herbchambers.com 

chemcentral.com 

sfgate.com 

clarkus.com 

clarkmhc.com 

clarkusa.com 

clubcorp.com 

comark.com 

conair.com 

connellco.com 

connell-lp.com 


cookgroup.com 
uniontrib.com 
copps.com 


The  main  table  starts  on  page  203  For  those  firms  taken  private  since  1993,  we  show  the  year  ot  the  transaction 
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Helping  launch  a  country  into 
globalization. 


A  look  into  our  past 

demonstrates  that  we  have  played  a 

decisive  role  in  Mexico's 

telecommunications  growth. 

A  look  into  our  present 

confirms  that  our  company  is 

moving  ahead  of  the  competition, 

providing  the  best  telecommunications 

services  to  our  customers,  in  an 

increasingly  competitive  environment. 

A  look  into  our  future  reveals 

a  company  that  maintains  its 

leadership,  with  an  increased  network 

consistency  focused  on  technology, 

industry  integration  and  globalization. 


All  of  this  follows  our  main 

objective:  to  serve  our 

customers'  needs  and  to  provide 

a  state-of-the-art  telecommunications 

infrastructure  to  all  Mexicans. 


http://www.telmex.com.mx 


TELMEX 


500  Top  Private  Companies 


Rank  Company 


59  Core-Mark  International 

286  Courtesy  Auto  Group 

38  Cox  Enterprises 

158  Crowley  Maritime 

251  Crown  Equipment 

147  Cumberland  Farms 


Phone 


Address 


Web  site  (www.) 


650-589-9445  395  Oyster  Point  Blvd.  Suite  415,  South  San  Francisco,  CA  94080      core-mark.com 

303-797-1 188  7590  South  Broadway,  Littleton,  CO  80122 

404-843-5000  PO  Box  105357,  Atlanta.  GA  30348 

510-251-7500  155  Grand  Avenue,  Oakland,  CA  94612  crowley.com 

419-629-2311  40  South  Washington  Street,  New  Bremen,  OH  45869  crown.com 

781-828-4900  777  Dedham  Street.  Canton,  MA  02021  cumberlandfarms.com 


142 

DHL  Airways 

650-593-7474 

239 

DPR  Construction 

650-598-8200 

211 

Dade  Behring 

847-267-5300 

400 

Darby  Group  Cos 

516-683-1800 

416 

Darcars 

301-622-0300 

284 

Russ  Darrow  Group 

414-629-5531 

196 

Dart  Container 

517-676-3800 

465 

David  Weekley  Homes 

713-963-0500 

175 

Day  &  Zimmermann 

215-299-8000 

320 

DeBruce  Grain 

816-421-8182 

95 

DeMoulas  Super  Markets 

978-851-8000 

129 

Del  Monte  Foods 

415-247-3000 

143 

Delaware  North  Cos 

716-858-5000 

14 

Deloitte  Touche  Tohmatsu 

212-492-4000 

308 

Deseret  Management 

801-538-0651 

177 

DiGiorgio 

732-541-5555 

418 

Dick  Corp 

412-384-1000 

156 

Dillingham  Construction 

925-463-3300 

281 

Discount  Tire 

602-951-1938 

185 

Domino's  Pizza 

734-930-3030 

307 

Drummond 

205-387-0501 

149 

Duchossois  Industries 

630-279-3600 

146 

Dunavant  Enterprises 

901-369-1500 

336 

Dunn  Industries 

816-474-8600 

159 

DynCorp 

703-264-0330 

499 

Dynatech/1997 

781-272-6100 

333  Twin  Dolphin  Drive,  Redwood  City,  CA  94065 

555  Twin  Dolphin  Drive,  Suite  200,  Redwood  City,  CA  94065 

1717  Deerfield  Road,  Deerfield,  IL  60015 

865  Merrick  Avenue,  Westbury,  NY  11590 

12210  Cherry  Hill  Road,  Silver  Spring.  MD  20904 

4524  Dollar  Drive.  West  Bend,  Wl  53095 

500  Hogsback  Road.  Mason.  Ml  48854 

1300  Post  Oak  Boulevard.  Suite  1000,  Houston,  TX  77056 

1818  Market  Street.  22nd  Floor,  Philadelphia,  PA  19103 

2702  Rock  Creek  Parkway,  North  Kansas  City,  MO  64117 

875  East  Street,  Tewksbury,  MA  01876 

One  Market  Plaza,  San  Francisco,  CA  94105 

1  Delaware  North  Place  Bldg,  438  Main  St,  Buffalo,  NY  14202 

1633  Broadway,  New  York,  NY  10019 

60  East  South  Temple,  Suite  575,  Salt  Lake  City.  UT  84111 

380  Middlesex  Avenue,  Carteret.  NJ  07008 

PO  Box  10896,  Pittsburgh,  PA  15236 

5960  Inglewood  Drive,  Pleasanton,  CA  94588 

14631  North  Scottsdale  Road,  Scottsdale,  AZ  85254 

PO  Box  997.  Ann  Arbor.  Ml  48106 

PO  Box  10246,  Birmingham.  AL  35202 

845  Larch  Avenue,  Elmhurst,  IL  60126 

PO  Box  443.  Memphis,  TN  38101 

929  Holmes,  Kansas  City,  MO  64106 

2000  Edmund  Halley  Drive,  Reston,  VA  20191 

3  New  England  Executive  Park,  Burlington,  MA  01803 


dhl.com 

dprinc.com 

dadebehnng.com 

darbygrp.com 

darcars.com 

dartcontainer.com 

davidweekleyhomes.com 

dayzim.com 


delmonte.com 

deloitte.com 

whiterose.com 

dickcorp.com 

dillinghamconstruction.com 

dominos.com 


dunavant.com 
jedunn.com 
dyncorp.com 
dynatech.com 


347 

Earnhardt's  Motor  Cos 

602-926-4000 

197 

Ebsco  Industries 

205-991-6600 

101 

Eby-Brown 

630-778-2800 

96 

84  Lumber 

800-664-1984 

341 

El  Camino  Resources 

818-226-6600 

384 

Empire  Beef 

716-235-7350 

163 

Enterprise  Products 

713-880-6500 

27 

Enterprise  Rent-A-Car 

314-512-5000 

55 

Entex  Information  Services'1993 

914-935-3600 

12 

Ernst  &  Young 

212-773-3000 

1301  North  Arizona  Avenue.  Gilbert,  AZ  85233 

5724  Highway  280  East,  Birmingham,  AL  35242 

280  Shuman  Boulevard,  Suite  280,  Naperville,  IL  60566 

Route  519,  PO  Box  8484.  Eighty  Four,  PA  15384 

21051  Warner  Center  Lane,  Woodland  Hills,  CA  91367 

171  Weidner  Road,  Rochester,  NY  14624 

PO  Box  4324,  Houston.  TX  77210 

600  Corporate  Park  Drive.  St  Louis.  MO  63105 

Six  International  Drive.  Rye  Brook.  NY  10573 

787  Seventh  Avenue.  New  York,  NY  10019 


earnhardt.com 

ebsco.com 

eby-brown.com 

84lumber.com 

elcamino.com 


pickenterprise.com 

entex.com 

ey.com 


The  main  table  starts  on  page  203  For  those  firms  taken  private  since  1993.  we  show  the  year  of  the  transaction. 
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We  burn  these  at  both  ends  too. 


You  say  yadda,  yadda,  yadda. 

Heard  it  before.  So  maybe  it  will 

impress  you  to  know  that  while  a  lot  of 

companies  are  giving  you  lip  service  about 

traditional  business  values,  we  can  back  it 

up.  With  what?  Natural  gas  and  electricity.  The 

energy  you're  promised,  when  you're  promised  it, 

at  the  price  you're  promised.  We  do  it  every  day  for 

customers  in  practically  every  industry  all  over  the  country. 

Whether  you  need  a  more  dependable  supplier,  advice  on 

how  to  buy  and  manage  your  energy  more  efficiently,  or  a 

financial  or  physical  option  to  protect  against  failed  generators, 

unexpected  weather  or  a  volatile  energy  market,  you'll  find  it  at 

Aquila.  For  more  information,  pick  up  the  phone  and  call  us  at 

1-800-891-3687,  or  look  us  up  on  the  Web  at  www.aquilaenergy.com. 

We'll  be  up.  You  can  count  on  it. 


Aquila  Energy 


A  UtiliCorp  United  Company 


SOU  lop  Private  Companies 


F 


Rank  Company 


Phone 


432 

FNC  Holdings 

248-712-7000 

289 

M  Fabrikant  &  Sons 

212-757-0790 

287 

Fairchild  Semiconductor/1997 

207-775-8100 

425 

Fareway  Stores 

515-432-2623 

395 

Mel  Farr  Automotive  Group 

248-967-3700 

297 

Faulkner  Organization 

215-364-3980 

292 

Favorite  Brands  International 

847-374-0900 

357 

Feld  Entertainment 

703-448-4000 

469 

Fellowes  Manufacturing 

630-893-1600 

21 

Fidelity  Investments 

617-563-7000 

486 

Field  Container 

847-437-1700 

303 

Fiesta  Mart 

713-869-5060 

498 

FirstAmerica  Automotive 

415-284-0444 

144 

Flint  Ink 

734-622-6000 

98 

Flying  J 

435-734-6400 

176 

Follett 

708-583-2000 

351 

Forever  Living  Products  International 

602-998-8888 

207 

Foster  Farms 

209-394-7901 

500 

Four  M 

914-749-3200 

221 

Marty  Franich  Auto  Center 

408-722-4181 

198 

Frank  Consolidated  Enterprises 

847-699-7000 

337 

Freedom  Communications 

949-553-9292 

141 

Fry's  Electronics 

408-487-4500 

451 

Furman  Lumber 

978-670-3800 

Address 


Web  site  (www.) 


1175  West  Long  Lake  Road,  Troy,  Ml  48098  franks.com 

One  Rockefeller  Plaza,  New  York,  NY  10036 

333  Western  Avenue,  South  Portland,  ME  04106  fairchildsemi.com 

PO  Box  70,  Boone,  IA  50036 

24750  Greenfield  Road,  Oak  Park,  Ml  48237  melfarrford.com 

4437  Street  Road,  Trevose,  PA  19053' 

25  Tri-State  Inernational,  Suite  400,  Lincolnshire,  IL  60069  jetpuffed.com 

8607  Westwood  Center  Drive,  Vienna,  VA  22182  ringling.com 

1789  Norwood  Avenue,  Itasca,  IL  60143  fellowes.com 

82  Devonshire  Street,  Boston,  MA  02109  fidelity.com 

1500  Nicholas  Boulevard,  Elk  Grove  Village,  IL  60007 

5235  Katy  Freeway,  Houston,  TX  77007 

601  Brannan  Street,  San  Francisco,  CA  94107 

4600  Arrow  Head  Drive,  Ann  Arbor,  Ml  48105  flintink.com 

PO  Box  678,  Brigham  City,  UT  84302  flyingj.com 

2233  West  Street,  River  Grove,  IL  60171  follett.com 

PO  Box  29041,  Phoenix,  AZ  85038  foreverlivingproducts.com 

PO  Box  457,  Livingston,  CA  95334  fosterfarms.com 

115  Stevens  Avenue,  Valhalla,  NY  10595  boxusa.com 

550  Auto  Center  Drive,  Watsonville,  CA  95076 

666  Garland  Place,  Des  Plaines,  IL  60016  wheels.com 

PO  Box  19549,  Irvine,  CA  92623  freedom.com 

600  Brokaw  Road.  San  Jose,  CA  95112 

PO  Box  130.  Nutting  Lake,  MA  01865  furmanlumber.com 


223 

GAF 

973-628-3000 

463 

GFI  America 

612-872-6262 

274 

GS  Industries/1995 

704-366-6901 

174 

GSC  Enterprises 

903-885-7621 

131 

E&J  Gallo  Winery 

209-341-3111 

429 

Galpin  Motors 

818-787-3800 

178 

General  Parts 

919-573-3000 

388 

Genmar  Holdings 

612-339-7900 

317 

Genuardi  Family  Markets 

610-277-6000 

340 

Georgia  Crown  Distributing 

706-568-4580 

29 

Giant  Eagle 

412-963-6200 

80 

Gilbane  Building 

401-456-5800 

391 

Gilman  Investment 

212-246-3300 

483 

Gilster-Mary  Lee 

618-826-2361 

311 

Glazer's  Wholesale  Distributors 

972-702-0900 

81 

Global  Petroleum 

781-894-8800 

112 

Golden  State  Foods 

949-252-2000 

4 

Goldman  Sachs  &  Co 

212-902-1000 

102 

Golub 

518-355-5000 

494 

GoodTimes  Entertainment 

212-951-3000 

79 

Goodman  Manufacturing 

713-861-2500 

1361  Alps  Road,  Wayne,  NJ  07470 

2815  Blaisdell  Avenue  South,  Minneapolis,  MN  55408 

1901  Roxborough  Road,  Suite  200,  Charlotte,  NC  28211 

PO  Box  638,  Sulphur  Springs,  TX  75483 

PO  Box  1130,  Modesto,  CA  95353 

15505  Roscoe  Boulevard,  North  Hills,  CA  91343 

PO  Box  26006,  Raleigh,  NC  27611 

100  South  Fifth  Street.  Suite  2400,  Minneapolis,  MN  55402 
805  East  Germantown  Pike,  Nornstown,  PA  19401 

PO  Box  7908,  Columbus,  GA  31908 

101  Kappa  Drive,  Pittsburgh.  PA  15238 
Seven  Jackson  Walkway,  Providence.  Rl  02903 

111  West  50th  Street.  2nd  Floor,  New  York,  NY  10020 

1037  State  Street,  Chester,  IL  62233 

14860  Landmark  Boulevard,  Dallas.  TX  75240 

800  South  Street,  Waltham,  MA  02454 

18301  Von  Karman  Avenue,  Suite  1100,  Irvine,  CA  92612 

85  Broad  Street,  New  York,  NY  10004 

501  Duanesburg  Road.  Schenectady,  NY  12306 

16  East  40th  Street.  New  York,  NY  10016 

1501  Seamist  Drive,  Houston,  TX  77008 


The  main  table  starts  on  page  203  For  those  firms  taken  private  since  1993,  we  show  the  year  of  the  transaction 


gaf.com 
gfiamerica.com 
gsindustries.com 
entronics.com 

gogalpin.com 

genmar.com 
genuardis.com 

gianteagle.com 
gilbaneco.com 


globalp.com 

gs.com 

pricechopper.com 
goodtimes.com 
goodmanmfg.com 
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H 


ow  is  always  the  hardest  time  to  invest. 


What  should  you  do  with  your  money?  Buy?  Sell?  Hold?  Diversify? 

U.S.  Trust  believes  the  biggest  risk  you  can  take  is  to  be  paralyzed  by  indecision. 
Because  no  matter  which  way  the  financial  markets  may  be  moving,  there  are  always 
attractive  opportunities. 

At  U.S.  Trust  we  apply  a  rigorous  valuation  process  that  avoids  being  carried  away 
by  the  prevailing  market  psychology.  We  stress  investing,  not  trading,  and  follow  a 
disciplined,  proven  approach  to  identifying  sound  opportunities.  We  also  stress  the 
need  for  diversification  to  avoid  concentration  and  spread  risk. 

This  investment  approach  has  succeeded  for  generations  of  investors  prepared 
to  act.  If  you'd  like  more  information,  please  contact  Richard  E.  Foley,  Managing 
Director,  at  1-800-U.S.  TRUST  or  visit  www.ustrust.com. 


US 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK   BOCA  RATON   COSTA  MESA    DALLAS   GARDEN  CITY  GREENWICH    HOUSTON    LARKSPUR   LOS  ANGELES   MORRISTOWN 
NAPLES  PALM  BEACH    PORTLAND    PRINCETON    SAN  FRANCISCO    STAMFORD   VERO  BEACH    WASHINGTON  DC.    WEST  HARTFORD 


500  Top  Private  Companies 


Rank  Company 

Or 


Gordon  Food  Service 

135  WL  Gore  &  Associates 

376  Goss  Graphic  Systems/1996 

272  Gould  Paper 

353  Goya  Foods 

108  Grant  Thornton 

35  Graybar  Electric 

359  Great  Lakes  Cheese 

438  Grede  Foundries 

470  Green  Bay  Packaging 

419  Greenwood  Mills 

127  Grocers  Supply  Co 

252  Grove  Worldwide 

74  Guardian  Industries 

346  Guide 

88  Gulf  Oil 

52  Gulf  States  Toyota 


IK 


Phone 


616-530-7000 
302-738-4880 
630-850-5600 
212-301-0000 
201-348-4900 
312-856-0200 
314-512-9200 
440-834-2500 
414-257-3600 
920-433-5111 
864-229-2571 
713-747-5000 
717-597-8121 
248-340-1800 
765-641-5437 
617-889-9000 
713-744-3300 


122 

H  Group  Holding 

312-750-1234 

487 

HBE 

314-567-9000 

16 

HE  Butt  Grocery 

210-938-8000 

99 

HT  Hackney 

423-546-1291 

315 

Hale  Halsell 

918-835-4484 

32 

Hallmark  Cards 

816-274-5111 

354 

Hartz  Group 

212-308-3336 

107 

Haworth 

616-393-3000 

169 

Bill  Heard  Enterprises 

706-323-1111 

60 

Hearst 

212-649-2000 

28 

Hechinger  Investment/1997 

301-341-1000 

199 

Helmsley  Enterprises 

212-679-3600 

57 

Hendrick  Automotive  Group 

704-568-5550 

471 

Henkels  &  McCoy 

215-283-7600 

228 

Hensel  Phelps  Construction 

970-352-6565 

250 

Hewitt  Associates 

847-295-5000 

278 

Hoffman 

503-221-8811 

13 

Hoiberg  Industries 

203-661-2500 

106 

Holiday  Cos 

612-830-8700 

84 

Holman  Enterprises 

609-663-5200 

200 

Honickman  Affiliates 

610-962-0100 

472 

HP  Hood 

617-887-3000 

304 

Horsehead  Industries 

212-527-3000 

452 

Houchens  Industries 

502-843-3252 

360 

Hubbard  Broadcasting 

651-646-5555 

191 

Huber  Hunt  &  Nichols 

317-241-6301 

134 

JM  Huber 

732-549-8600 

329 

Hunt  Consolidated/Hunt  Oil 

214-978-8000 

24 

Huntsman 

801-532-5200 

36 

Hy-Vee 

515-267-2800 

Address 


Web  site  (www.) 


PO  Box  1787,  Grand  Rapids,  Ml  49501 

555  Paper  Mill  Road,  Newark,  DE  19711 

700  Oakmont  Lane,  Westmont.  IL  60559     • 

Eleven  Madison  Avenue,  New  York,  NY  10010 

100  Seaview  Drive.  Secaucus,  NJ  07096 

One  Prudential  Plaza,  Suite  800,  Chicago,  IL  60601 

PO  Box  7231,  St  Louis,  MO  63177 

PO  Box  335,  Newbury,  OH  44065 

9898  West  Bluemound  Road,  Milwaukee,  Wl  53226 

1700  North  Webster  Court,  Green  Bay,  Wl  54302 

PO  Box  1017,  Greenwood.SC  29648 

PO  Box  14200,  Houston,  TX  77221 

PO  Box  21,  Shady  Grove,  PA  17256 

2300  Harmon  Road,  Auburn  Hills,  Ml  48326 

121  East  11th  Street,  Anderson,  IN  46016 

90  Everett  Avenue,  Chelsea.  MA  02150 

PO  Box  40306,  Houston,  TX  77240 


200  West  Madison  Street,  39th  Eloor,  Chicago,  IL  60606 

PO  Box  419039,  St  Louis,  MO  63141 

646  South  Main  Avenue,  San  Antonio,  TX  78204 

502  South  Gay  Street,  Suite  300,  Knoxville,  TN  37901 

PO  Box  582898,  Tulsa,  OK  74158 

2501  McGee,  PO  Box  419580.  Kansas  City,  MO  64141 

667  Madison  Avenue.  New  York,  NY  10021 

One  Haworth  Center,  Holland.  Ml  49423 

PO  Box  6749,  Columbus.  GA  31917 

959  Eighth  Avenue.  New  York,  NY  10019 

1801  McCormick  Drive,  Largo,  MD  20774 

230  Park  Avenue,  New  York,  NY  10169 

PO  Box  1 8649,  Charlotte,  NC  28218 

985  Jolly  Road.  Blue  Bell.  PA  19422 

420  Sixth  Avenue,  Greeley,  CO  80631 

100  Half  Day  Road,  Lincolnshire,  IL  60069 

PO  Box  1300,  Portland,  OR  97207 

545  Steamboat  Road,  Greenwich,  CT  06830 

PO  Box  1224,  Minneapolis,  MN  55440 

7411  Maple  Avenue.  Pennsauken.  NJ  08109 

8275  Route  130.  Pennsauken,  NJ  08110 

90  Everett  Avenue,  Chelsea,  MA  02150 

110  East  59th  Street.  New  York,  NY  10022 

PO  Box  90009.  Bowling  Green.  KY  42102 

3415  University  Avenue.  St  Paul.  MN  55114 

PO  Box  128,  Indianapolis,  IN  46206 

333  Thornall  Street  Fclison.  NJ  08818 

1445  Ross  at  Field.  Fountain  Place,  Dallas,  TX  75202 

500  Huntsman  Way,  Salt  Lake  City,  UT  84108 

5820  Westown  Parkway.  West  Des  Moines,  IA  50266 


gfs.com 
gore.com 
gossgraphic.com 
gouldpaper.com 

grantthornton.com 
graybar.com 

grede.com 
gbp.com 


groveworldwide.com 
guardian.com 


gulfoil.com 


hyatt.com 
hbecorp.com 
heb.com 
hthackney.com 

hallmark.com 

hartz.com 

haworth-furn.com 

hearstcorp.com 

helmsleyhotels.com 

hendrickauto.com 

henkelsandmccoy.com 

henselphelps.com 

hewitt.com 

hoffmancorp.com 

holberg.com 

holmanauto.com 

hphood.com 


kstp.com 

huber.com 

huntsman.com 
hy-vee.com 


The  main  table  starts  on  page  203  For  those  firms  taken  private  since  1993.  we  show  tti  I  year  of  the  transaction. 
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MEXICO'S  LEADINi 
BREWING  GROUP 


www.gmotlelo.com.mx 


500  Top  Private  Companies 


I IV 


Rank  Company 


Phone 


Address* 


Web  site  (www.) 


173 

ICC  Industries 

170 

IMG 

410 

lams 

305 

Icon  Health  &  Fitness 

275 

Inductotherm  Industries 

368 

Ingersoll  International 

233 

Ingram  Entertainment 

90 

Ingram  Industries 

352 

Inland  Group 

420 

Inserra  Supermarkets 

73 

International  Data  Group 

201 

Irvine 

300 

Island  Lincoln-Mercury  Group 

212-521-1700 
216-522-1200 
937-898-7387 
435-750-5000 
609-267-9000 
815-987-6000 
615-287-4000 
615-298-8200 
630-218-8000 
201-529-5900 
617-534-1200 
949-720-2000 
407-452-9220 


460  Park  Avenue,  New  York.  NY  10022 

IMG  Center,  1360  East  9th  St,  Suite  100,  Cleveland,  OH  44114 

7250  Poe  Avenue,  Dayton,  OH  45414 

1500  South  1000  West,  Logan,  UT  84321 

10  Indel  Avenue,  PO  Box  157,  Rancocqs,  NJ  08073 

707  Fulton  Avenue,  Rockford,  IL  61103 

Two  Ingram  Boulevard,  La  Vergne,  TN  37089 

4400  Harding  Road,  Nashville,  TN  37205 

2901  Butterfield  Road,  Oak  Brook,  IL  60523 

20  Ridge  Road,  Mahwah,  NJ  07430 

One  Exeter  Plaza,  15th  Floor,  Boston,  MA  02116 

550  Newport  Center  Drive,  Newport  Beach,  CA  92658 

1850  East  Merrirt  Island  Causeway,  Merritt  Island,  FL  32952 


iccchem.com 


inductotherm.com 

ingersoll.com 

ingramentertainment.com 

inlandgroup.com 

dg.com 

rvineco.com 

slandlincolnmercury.com  I 


Florida  businesses  aren't  just  looking  to  the  future.  They're 
creating  it.  Florida's  high-tech  innovation  began  with  the 
laser,  invented  here  some  30  years  ago  And  our  state  now 
ranks  #2  among  the  nation's  fastest-growing  loc  tions  for 


high-tech  businesses,  according  to  Business  Facilities  maga/ 
That's  because  Florida  has  what  high-tech  companies  net 
the  best  and  brightest  talent.  Our  industry  attracts  them, 
our  active  lifestyle,  which  includes  more  golf  courses  t 


,; 


VjSOU   lop  rrivate  Companies 


Company 


Phone 


Address 


Web  site  (www.) 


439 

Jockey  International 

414-658-8111 

PO  Box  1417.  Kenosha,  Wl  53141 

\ 

jockey.com 

433 

Johnson  Brothers  Wholesale  Liquor 

651-649-5800 

2341  University  Avenue  West,  St  Paul,  MN  55114 

johnsonbrothers.com 

26 

SC  Johnson  &  Son 

414-260-2000 

1525  Howe  Street,  Racine,  Wl  53403 

scjohnsonwax.com 

387 

Fletcher  Jones  Management  Group 

702-739-9800 

175  East  Reno,  Suite  C-6,  Las  Vegas,  NV  89119 

fjmercedes.com 

478 

Jones.  Day.  Reavis  &  Pogue 

216-586-3939 

North  Point,  901  Lakeside  Avenue,  Cleveland,  OH  44114 

jonesday.com 

161 

Edward  Jones 

314-515-2000 

12555  Manchester  Road,  St  Louis,  MO  63131 

edwardjones.com 

325 

Jordan  Industries 

847-945-5591 

1751  Lake  Cook  Road,  Suite  550,  Oeerfield,  IL  60015 

jordanind.com 

72 

Jordan  Motors 

219-259-1981 

609  East  Jefferson  Boulevard,  Mishawaka,  IN  46544 

jordanauto.com 

183 

Earle  M  Jorgensen 

714-579-8823 

3050  East  Birch  Street,  Brea,  CA  92821 

342 

Journal  Communications 

414-224-2000 

PO  Box  661,  Milwaukee,  Wl  53201 

ic.com 

323 

K-VA-T  Food  Stores 

540-628-8173 

201  Trigg  Street,  Abingdon,  VA  24210 

foodcity.com 

11 

KPMG  Peat  Marwick 

212-909-5000 

345  Park  Avenue,  New  York,  NY  10154 

us.kpmg.com 

339 

Ben  E  Keith 

817-877-5700 

601  East  Seventh  Street,  Fort  Worth,  TX  76102 

benekeithcompany.com 

217 

Kelley  Automotive  Group 

633-434-4700 

811  Avenue  of  Autos,  Fort  Wayne,  IN  46804 

kelleycar.com 

68 

Keystone  Foods 

610-667-6700 

401  City  Avenue,  Suite  800,  Bala  Cynwyd,  PA  19004 

keystonefoods.com 

44 

Peter  Kiewit  Sons' 

402-342-2052 

Kiewit  Plaza,  Omaha,  NE  68131 

kiewit.com 

318 

King  Kullen  Grocery 

516-333-7100 

1194  Prospect  Avenue,  Westbury,  NY  11590 

kmgkullen.com 

) 

Fhe  main  table  starts  on  page  203  For  those  firms  taken  private  since  1993,  we  show  the  year  of  the  transaction 


other  state,  makes  them  stay  to  play.  That's  why  Florida  is  a  bright 
t  for  21st  century  technology,  and  for  the  companies  and  people  that 
ce  this  technology  happen.  To  put  Florida's  advantages  to  work  for 
, call  Enterprise  Florida  at  407-316- 4600.  www.flondabusmess.com 


SIMP  lop  Private  Companies 


K 


Rank  Company 


237 
312 
150 
2 
448 
65 
386 
411 
382 
495 
421 


Phone 


Kinray 

Klaussner  Furniture  Group 

Knowledge  Universe/1996 

Koch  Industries 

George  Koch  Sons 

Kohler 

Jim  Koons  Management 

Perry  H  Koplik  &  Sons 

Koppers  Industries 

Krasdale  Foods 

Kraus-Anderson 


718-767-1234 
336-625-6175 
650-548-2070 
316-828-5500 
812-465-9600 
920-457-4441 
703-356-0400 
212-752-2288 
412-227-2001 
914-694-6400 
612-881-8166 


242 

LDI 

317-237-5400 

392 

Landmark  Communications 

757-446-2000 

241 

Lane  Industries 

847-498-6789 

208 

Lanoga 

425-883-4125 

45 

Lefrak  Organization 

718-459-9021 

116 

Lennox  International 

972-497-5000 

140 

Leprino  Foods 

303-480-2600 

17 

Levi  Strauss  &  Co 

415-544-6000 

314 

Lewis  Homes  Group  of  Cos 

909-985-0971 

76 

Lifestyle  Furnishings  International 

336-878-7000 

403 

Lifetouch 

612-826-4000 

151 

Lincoln  Property 

214-740-3300 

372 

Little  Caesar  Enterprises 

313-983-6000 

385 

Arthur  D  Little 

617-498-5000 

401 

Phil  Long  Dealerships 

719-575-7100 

369 

Longaberger 

740-322-5000 

324 

Lupient  Automotive  Group 

612-544-6666 

184 

Lykes  Bros 

813-223-3981 

75 

MBM 

252-985-7200 

338 

MTD  Products 

330-225-2600 

193 

NITS 

916-373-2500 

54 

MacAndrews  &  Forbes  Holdings 

212-688-9000 

260 

MacManus  Group 

212-468-4300 

402 

Manufacturers'  Services 

978-287-5630 

449 

Marathon  Cheese 

715-443-2211 

489 

Marcus  Cable 

214-521-7898 

128 

Maritz 

314-827-4000 

218 

Mark  III  Industries 

352-732-5878 

20 

Marmon  Group 

312-372-9500 

377 

Marnell  Corrao  Association 

702-739-9413 

7 

Mars 

703-821-4900 

171 

Mary  Kay 

972-687-6300 

235 

Don  Massey  Cadillac 

734-453-7500 

187 

McCarthy 

314-968-3300 

Address 


152-35  Tenth  Avenue,  Whitestone,  NY  11357 

PO  Box  220,  Asheboro,  NC  27204 

1350  Bayshore  Highway,  Burlingame,  CA  "S4010 

4111  East  37th  Street  North,  Wichita,  KS  67220 

Ten  South  Eleventh  Avenue,  Evansville,  IN  47744 

444  Highland  Drive,  Kohler,  Wl  53044 

2000  Chainbridge  Road,  Vienna,  VA  22182 

505  Park  Avenue,  New  York,  NY  10022 

436  Seventh  Avenue,  Pittsburgh,  PA  15219 

65  West  Red  Oak  Lane,  White  Plains,  NY  10604 

4220  West  Old  Shakopee  Road,  Bloomington,  MN  55437 


54  Monument  Circle,  Suite  800,  Indianapolis,  IN  46204 

150  West  Brambleton  Avenue,  Norfolk,  VA  23510 

1200  Shermer  Road,  Northbrook,  IL  60062 

PO  Box  97040,  Redmond,  WA  98073 

97-77  Queens  Boulevard,  Rego  Park,  NY  11374 

2100  Lake  Park  Boulevard,  Richardson,  TX  75379 

1830  West  38th  Avenue,  Denver,  CO  80211 

1155  Battery  Street,  San  Francisco,  CA  94111 

PO  Box  670,  Upland,  CA  91785 

4000  Lifestyle  Court,  High  Point,  NC  27265 

11000  Viking  Drive,  Eden  Prarie,  MN  55344 

500  North  Akard,  Suite  3300,  Dallas,  TX  75201 

2211  Woodward  Avenue,  Detroit,  Ml  48201 

25  Acorn  Park,  Cambridge,  MA  02140 

1212  Motor  City  Drive,  Colorado  Springs,  CO  80906 

1500  East  Main  Street,  Newark,  OH  43055 

750  Pennsylvania  Avenue,  Golden  Valley,  MN  55426 

PO  Box  1690,  Tampa,  FL  33601 


PO  Box  800.  Rocky  Mount,  NC  27802 

PO  Box  368022,  Cleveland,  OH  44136 

2500  Del  Monte  Street,  West  Sacramento,  CA  95691 

35  East  62nd  Street,  New  York,  NY  10021 

1675  Broadway,  New  York,  NY  10019 

200  Baker  Avenue,  Concord,  MA  01742 

304  East  Street,  Marathon,  Wl  54448 

2911  Turtle  Creek  Boulevard,  Suite  1300,  Dallas,  TX  75219 

1375  North  Highway  Drive,  Fenton.  MO  63099 

PO  Box  2525,  Ocala,  FL  34478 

225  West  Washington  Street,  Chicago,  IL  60606 

4495  South  Polaris  Avenue,  Las  Vegas,  NV  89103 

6885  Elm  Street.  McLean.  VA  22101 

16251  North  Dallas  Parkway.  Dallas,  TX  75379 

40475  Ann  Arbor  Road,  Plymouth,  Ml  48170 

1341  North  Rock  Hill  Road,  St  Louis.  MO  63124 


Web  site  (www.) 


sealyfurniture.com 

knowledgeu.com 

kochind.com 

kochg.com 

kohlerco.com 

koons.com 

koplik.com 

koppers.com 

krasdalefoods.com 

krausanderson.com 


landmark.com 


lefrak.com 
davelennox.com 

levistrauss.com 
lewishomes.com 

lifetouch.com 


arthurdlittle.com 

phillong.com 

longaberger.com 


mtdproducts.com 
towerrecords.com 


manserve.com 


maritz.com 
marklll.com 
marmon.com 

mars.com 
marykay.com 
donmasseycadillac.com 
mccarthy.com 
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Reserve  tickets  now  for  one  of  the  most  extraordinary  exhibits  ever  shown  in  the  U.S. 


from    P  E  7   i:  R  II  O  F        PA  LA  C  ES    of  the    CZARS 


II     15 


■•""I  ^i^^mr    ^i 


OPEN      NOW     THROUGH      APRIL     15,199  9 

The  largest  collection  of  historic  Russian  art  objects  in  the  Unit 

resort  known  for  bringing  you  the  best  the  world  has  to  offer.  View  magnificent  pieces  from  Faberge, 
including  the  Chanticleer  Egg  which  is  on  loan  from  the  Forbes  Collection  New  York  for  this  special 
engagement.  The  never-before-seen  opulent  Romanov-dynasty  treasures  of  the  Czars  will  be  on 
exhibit  at  the  Rio  before  it  returns  to  its  home  at  the  State  Reserve  Museum,  St.  Petersburg,  Russia. 
Don't  miss  this  once  in  a  lifetime  opportunity.  Make  room  reservations  now,  1-888- PLAY  RIO. 


M4JOR  SPONSORS: 


Only  at  the 


Bank  of  America 


l6/2s?7a4c6 


I)va6&rru*r^ 


GALLERY 


AUDIO  TOURS  PROVIDED  BY: 


ALL-SUITE  CASINO  RESORT 
LAS  VEGAS 


www.playrio.com  or  www.peterhof.com. 


(702)  474  4000 


SOO  Top  Private  Companies 


Rank  Company 


one 


Address 


M- 


330  McCombs  Enterprises 

181  McGladrey  &  Pullen 

326  McJunkin 

265  McKee  Foods 

66  McKinsey  &  Co 

397  McWane 

254  MediaNews  Group 

345  Medline  Industries 

15  Meijer 

33  Menard 

229  Menasha 

82  Metromedia 

166  Micro  Electronics 

47  Mid-Atlantic  Cars 

172  Larry  H  Miller  Group 

37  Milliken  &  Co 

202  Minyard  Food  Stores 

23  Montgomery  Ward  &  Co 

484  Montgomery  Watson 

464  Morris  Communications 

86  Ed  Morse  Automotive  Group 

277  MA  Mortenson 

406  Moyer  Packing 

355  Murphy  Family  Farms 


N 


190 

National  Distributing 

473 

National  Steel  &  Shipbuilding 

445 

National  Wine  &  Spirits 

203 

Nesco 

466 

Neuberger  Berman 

77 

Neuman  Distributors 

322 

Newark  Group 

164 

North  Pacific  Group 

210-821-6523 
319-324-0447 
304-348-5211 
423-238-7111 
212-446-7000 
205-414-3100 
303-837-0886 
847-949-5500 
616-453-6711 
715-876-5911 
920-751-1000 
201-531-8000 
614-850-3000 
703-352-5555 
801-264-3100 
864-503-2020 
972-393-8700 
312-467-2000 
626-796-9141 
706-724-0851 
954-351-0055 
612-522-2100 
215-723-5555 
910-289-2111 


404-696-9440 
619-544-3400 
317-636-6092 
440-461-6000 
212-476-9000 
201-931-0022 
908-276-4000 
503-231-1166 


9000  Tesoro  Drive.  Suite  122,  San  Antonio,  TX  78217 

102  West  2nd  Street,  2nd  Floor,  Davenport,  JA  52801 

PO  Box  513,  Charleston,  WV  25322 

PO  Box  750,  Collegedale,  TN  37315. 

55  East  52nd  Street,  New  York,  NY  10022 

PO  Box  43327,  Birmingham,  AL  35243 

1560  Broadway,  Suite  1450,  Denver,  CO  80202 

One  Medline  Place,  Mundelein,  IL  60060 

2929  Walker,  NW,  Grand  Rapids,  Ml  49544 

4777  Menard  Drive,  Eau  Claire,  Wl  54703 

PO  Box  367,  Neenah,  Wl  54957 

One  Meadowlands  Plaza,  East  Rutherford,  NJ  07073 

4199  Leap  Road,  Hilliard,  OH  43026 

10287  Lee  Highway,  Fairfax,  VA  22030 

5650  South  State  Street,  Murray,  UT  84107 

PO  Box  1926,  Spartanburg,  SC  29303 

PO  Box  518,  Coppell,  TX  75019 

535  West  Chicago  Avenue,  Chicago,  IL  60671 

300  North  Lake  Avenue,  Suite  1200,  Pasadena,  CA  91101 

PO  Box  936,  Augusta,  GA  30903 

6363  NW  Sixth  Way,  Suite  400,  Fort  Lauderdale,  FL  33309 

PO  Box  710,  Minneapolis,  MN  55440 

PO  Box  395,  Souderton,  PA  18964 

PO  Box  759,  Rose  Hill,  NC  28458 


One  National  Drive  SW,  Atlanta,  GA  30336 

PO  Box  85278,  San  Diego,  CA  92186 

PO  Box  1602,  Indianapolis,  IN  46206 

6140  Parkland  Boulevard,  Mayfield  Heights.  OH  44124 

605  Third  Avenue,  New  York,  NY  10158 

250  Moonachie  Road,  Moonachie,  NJ  07074 

20  Jackson  Drive,  Cranford,  NJ  07016 

PO  Box  3915,  Portland,  OR  97208 


Web  site  (www.) 


redmac.com 

mcgladrey.com 

mc|unkin.com 

mckeefoods.com 

mckmsey.com 


medlme.com 
meijer.com 

menasha.com 

microelectronics.com 

lhm.com 

milliken.com 

minyards.com 

mward.com 

mw.com 

morriscomm.com 

edmorse.com 

mortenson.com 

mopac.com 


north-pacific.com 


299 

O'Neal  Steel 

205-599-8000 

331 

OmniSource 

219-422-5541 

398 

Opus  Group  of  Companies 

612-936-4444 

234 

Ormet 

304-234-3900 

426 

Ourisman  Automotive  Enterprises 

301-423-4000 

13 

Outboard  Marine/1997 

847-689-6200 

Oxbow 

561-697-4300 

Oxford  Automotive 

248-577-1400 

744  North  41st  Street,  Birmingham,  AL  35222 
1610  North  Calhoun  Street,  Fort  Wayne,  IN  46808 
9900  Bren  Road  East.  Minnetonka,  MN  55343 
1233  Main  Street,  Suite  4000,  Wheeling,  WV  26003 
4400  Branch  Avenue.  Marlow  Heights,  MD  20748 
100  Sea  Horse  Drive,  Waukegan.  IL  60085 
1601  f  irum  Place,  W°st  Palm  Beach,  FL  33401 
1250  Stephenson  Highway.  Troy,  Ml  48083 


onealsteel.com 

opus-group.com 
ormet.com 
ounsman.com 
omc-online.com 

oxautocom 


Tin 
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BE  DAT  &   CQ 

GENEVE 


[BED  AT  &   C 
SWISS   AOSC 


A  O  S  C    '   CERTIFICATE  BEDAT  &  C 
(CERTIFICATE  OF  SWISS  ORIGINI* 


7 


kJo4*' 


AUTOMATIC  GENT'S   STEEL.   $  2'250- 

•BEDAT  ft  C     HAS  CREATED  THE  A. OS  C 
UITY   STANDARD   IN   ORDER  TO  GUARANTEE  THE   SWISS  QUALITY 
TS  COMPONENTS  AND  THE   MANUFACTURE  OF   ITS  TIMEPIECES. 
INFORMATIONS  OR   CATALOGS  AT    1  -  877- BEDATCO 

WWW.BEDAT.COM 


TXbxuXR n X€XflXu 


Where  you  meet  Your  Other  Face. 

NEW  YORK  •  PALM  BEACH  •  BAL  HARBOUR  •  COSTA  MESA  •  HOUSTON 
SHOP-AT-HOME:  1  800-348-3332 


BED  AT  &   CQ 

GENEVE 


IBEDAT  &   C 
SWISS   A  OSC 


A.O.S.C."   CERTIFICATE   BEDAT&C- 
(CERTIFICATE  OF  SWISS  ORIGIN)* 


1  i  IT 


Bracelet  Watch  Set  with  so/,  r. 

<4.64  cts,  ON  S^LTH$S29244°'sAMOND= 

of  ,ts  <—  «■  ~:  zzitzi  :::rzr  l,ty 

-"—AT.  , ~L,..AT|.e„.„DATeo     C< 

WWW  BEOAT.COM 


PREMIER  JEWELERS  SINCE  1910 
For  more  information,  please  call  1-800-462-9677. 


TjUTj 


Rank   Company 


Phone 


Address 


Web  site  (www.) 


441 

PC  Richard  &  Son 

516-843-4300 

150  Price  Parkway,  Farmingdale,  NY  11735 

\ 

267 

PMC  Global 

818-896-1101 

PO  Box  1367,  Sun  Valley,  CA  91353 

pmc-global.com 

450 

Pacific  Coast  Building  Products 

916-444-9304 

PO  Box  160488,  Sacramento,  CA  95816 

paccoast.com 

440 

Pacific  Holding 

310-208-6055 

10900  Wilshire  Boulevard,  16th  Floor,  Los  Angeles,  CA  90024 

396 

Pacifico  Group 

215-492-1700 

6701  Essington  Avenue,  Philadelphia,  PA  19153 

pacificogroup.com 

182 

Packerland  Packing/1994 

920-468-4000 

PO  Box  23000,  Green  Bay,  Wl  54305 

packerland.com 

259 

RB  Pamplin 

503-248-1133 

900  SW  Fifth  Avenue,  Suite  1800,  Portland,  OR  97204 

210 

Pantry 

919-774-6700 

PO  Box  1410,  Sanford,  NC  27330 

255 

Parkdale  Mills 

704-864-8761 

1630  West  Garrison  Boulevard,  Gastonia,  NC  28052 

parkdalemills.com 

258 

Parsons  &  Whittemore 

914-937-9009 

Four  International  Drive,  Rye  Brook,  NY  10573 

294 

Parsons  Brinckerhoff 

212-465-5000 

One  Penn  Plaza.  2nd  Floor,  New  York,  NY  10119 

pbworld.com 

136 

Parsons  Corp 

626-440-2000 

100  West  Walnut  Street,  Pasadena,  CA  91124 

parsons.com 

31 

Pathmark  Stores 

732-499-3000 

301  Blair  Road,  Woodbridge,  NJ  07095 

pathmark.com 

63 

Peabody  Holding 

314-342-3400 

701  Market  Street,  Suite  700,  St  Louis,  MO  63101 

peabodygroup.com 

373 

Peerless  Importers 

718-383-5500 

16  Bridgewater  Street,  Brooklyn,  NY  11222 

peerimp.com 

378 

Pella 

515-628-1000 

102  Main  Street,  Pella,  IA  50219 

pella.com 

83 

Penske  Truck  Leasing 

610-775-6000 

Route  10  Green  Hills,  Reading,  PA  19603 

penske.com 

362 

Pepper  Cos 

312-266-4703 

643  North  Orleans  Street,  Chicago,  IL  60610 

53 

Perdue  Farms 

410-543-3000 

P0  Box  1537,  Salisbury,  MO  21802 

perdue.com 

288 

Perot  Systems 

972-340-5000 

12404  Park  Central,  Dallas,  TX  75251 

perotsystems.com 

121 

Pilot 

423-588-7488 

PO  Box  10146,  Knoxville.TN  37939 

pilotcorp.com 

443 

Pitman 

973-812-0400 

721  Union  Boulevard,  Totowa,  NJ  07512 

pitmanco.com 

119 

Potamkin  Cos 

305-774-7690 

3191  Coral  Way,  Suite  1005,  Miami,  FL  33145 

6 

PricewaterhouseCoopers 

212-259-1000 

1301  Avenue  of  the  Americas,  New  York,  NY  10019 

pwglobal.com 

264 

Printpack 

404-691-5830 

4335  Wendell  Drive  SW,  Atlanta,  GA  30336 

379 

Progressive  Tool  &  Industries 

248-353-8888 

21000  Telegraph  Road,  Southfield,  Ml  48034 

wisne.com 

152 

Prospect  Motors 

209-223-1740 

PO  Box  1360,  Jackson,  CA  95642 

prospectmotors.com 

10 

Publix  Super  Markets 

941-688-1188 

PO  Box  407,  Lakeland,  FL  33802 

120 

Purity  Wholesale  Grocers 

561-994-9360 

5400  Broken  Sound  Boulevard  NW,  Boca  Raton,  FL  33487 

pwg-inc.com 

| 

E 

153 

Quad/Graphics 

414-246-9200 

W  224  N  3322  DuPlainville  Road,  Pewaukee,  Wl  53072 

qg.com 

113 

Quality  King  Distributors 

516-737-5555 

2060  Ninth  Avenue,  Ronkonkoma,  NY  1 1779 

87 

QuikTrip 

918-836-8551 

PO  Box  3475,  Tulsa,  OK  74101 

quiktrip.com 

I 

444 

RAB  Holdings 

212-688-4500 

444  Madison  Avenue,  Suite  601,  New  York,  NY  10022 

427 

RTM  Restaurant  Group 

404-256-4900 

5995  Barfield  Road,  Atlanta,  GA  30328 

109 

RaceTrac  Petroleum 

770-431-7612 

300  Technology  Court,  Smyrna,  GA  30082 

racetrac.com 

67 

Raley's 

916-373-3333 

500  West  Capitol  Avenue,  West  Sacramento,  CA  95605 

raleys.com 

58 

Randalls  Food  Markets 

713-268-3500 

3663  Bnarpark,  Houston,  TX  77042 

randalls.com 

70 

Red  Apple  Group 

212-580-6805 

823  Eleventh  Avenue,  New  York,  NY  10019 

490 

Regal  Cinemas 

423-922-1123 

7132  Commercial  Park  Drive,  Knoxville,  TN  37918 

regalcinemas.com 

50 

Renco  Group 

212-541-6000 

30  Rockefeller  Plaza,  New  York,  NY  10112 

276 

Republic  Engineered  Steels 

330-837-6000 

410  Oberlin  Road  SW,  Massillon,  OH  44648 

repsteel.com 

417 

Ricart  Automotive 

614-836-6265 

PO  Box  27130,  Columbus,  OH  43227 

ricartl.com 

) 

The  main  table  starts  on  page  203.  For  those  firms  taken  private  since  1993,  we  show  the  year  of  the  transaction. 
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E  Tffi  ISVST  YOUR  PRESENT 

with  two  Mew  books  from 

A  M   ERIC  AN       HERITAGE 


The 


"A  page  of  history  is  worth  a  volume  of  logic." —  Oliver  Wendell   Holmes,   Ji  to 

lh 

In 
to 

ICC 

r, 

- 


AmericanHeritage 

Encyclopedia 

American 

History 


general  editor  John  Mack  Faraghcr 


1,124  PAGES,  $45.00  (C17) 

•  400  black-and-white  illustrations 
and  maps,  including  a  portrait 
of  every  President 

•  Extensive  treatment  of  fundamental 
Supreme  Court  rulings 

•  Full  text  of  the  Constitution  and 
the  Declaration  of  Independence 

•  Timetables  of  American  history 
from  10,000  B.C.  to  1998 


he  first  new  single-volume  encyclope- 
dia of  American  history 
in  twenty-five  years,  this  ground- 
breaking reference  book  was  preparec 
under  the  guidance  of  an  advisory  board  of  seven 
prominent  historians  from  around  the  country, 
headed  by  John  Mack  Faragher,  Professor  of 
American  History  of  Yale  University.  More 
than  125  contributors,  all  experts  in  their  fields, 
have  come  together  to  present  the  best  in  recent 
scholarship — spanning  the  pre-Columbian 
period  through  the  1990s. 

This  unique  book  contains  3,000  alphabetically 
arranged  entries  and  essays  on  subjects  that  range 
from  the  history  of  the  frontier,  immigration, 
and  family  life  to  religion,  art,  and  literature. 
These  are  complemented  by  biographies  of 
more  than  1,000  Americans — every  President, 
Supreme  Court  Justice,  and  signer  of  the 
Declaration  of  Independence,  as  well  as  many 
sports  and  cultural  figures. 

With  its  broad  representation  of  our  past  and  its 
lively  and  accessible  text,  The  American  Heritage 
Encyclopedia  of  American  History  is  destined  to 
become  the  reference  of  choice  for  scholars, 
history  buffs,  and  general  readers  alike. 

'The  things  I  want  to  know 
are  in  books;  my  best  friend 
is  the  man  who'll  get  me  a 
book  I  ain't  read" 

— Abraham   Lincoln 
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Books  are  the  treasured  wealth 


of  the  world  and  the  fit  inheritance 
of  generations  and  nations." 

—  Henry    David   Thoreau 


Brinkley  is  a  rare  writer 
who  can  recount  the  economic 
thrust  of  history  in  truly  inspiring 
terms.  He  ties  the  different 
strands  of  American  history  into 
a  compelling  and  provocative  narra- 
tive." 
—  John   F .   Kennedy,  Jr. 

In  this  rich  and  inspiring  book,  the 
acclaimed  historian  Douglas  Brinkley 
takes  us  on  the  incredible  journey  of  the 
United  States — a  nation  formed  from 
a  vast  wilderness  of  mountains  and  streams 
on  whose  fringes  a  few  small  colonies  made  a 
bold  cast  at  freedom,  and  which  then  burgeoned 
into  an  expanding  democracy  and  ultimately 
flourished  as  a  world  power.  With  more  than 
700  beautiful  images  and  deluxe  custom  maps, 
this  book  is  as  much  a  delight  to  look  at  as     * 
it  is  absorbing  and  instructive  to  read.  The 
illustrations  include  copious  color  photographs 
and  paintings  as  well  as  sketches,  etchings, 
and  engravings. 

Douglas  Brinkley  has  been  called  "the  best 
of  the  new  generation  of  historians"  by 
Stephen  Ambrose.  Mr.  Brinkley  is  the  director 
of  the  Eisenhower  Center  for  American  Studies 
at  the  University  of  New  Orleans. 


€#^J^J™%#  m  ^)H\)*9«9^9.  You  can  also  fax  your  order — with  Visa,  MasterCard  or  American  Express 
card  number — to  515-246-6933.  Or  mail  it  (checks  or  money  orders  are  also  accepted)  to  American  Heritage  Products, 
P.O.  Box  2064,  Harlan,  Iowa.  Shipping  and  handling  in  the  U.S.  is  $4.50  regardless  of  the  order  quantity.  Please  allow 
4-6  weeks  for  delivery. 


DOUOLAS        BRINKLEY 


64O  PAGES,  $50.00  (Cl8) 


500  Top  ]  Companies 


Rank 

R- 

132 
488 

453 
356 
160 
412 
462 
268 
380 
291 
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374 
458 


Company 


Phone 


Address 


Web  site  (www.) 


Rich  Products  716-878-8000 

Richardson  &  Partners  505-292-0000 

Ris  Paper  606-746-8700 

Ritz  Camera  301-419-0000 

Riverwood  International/1996  770-644-3000 

ROCCO  540-568-1400 

Bob  Rohrman  Auto  Group  765-448-1000 

Roll  international  310-442-5700 

Rooms  to  Go  813-623-5400 

Rooney  Brothers  918-583-6900 

Roseburg  Forest  Products  541-679-3311 

Rosen's  Diversified  507-238-4201 

Rosenthal  Automotive  Organization  703-553-4300 

Rudolph  &  Sletten  650-572-1919 

Russell  Stover  Candies  816-842-9240 


332 

SAS  Institute 

919-677-8000 

482 

Safelite  Glass 

614-842-3000 

104 

Sammons  Enterprises 

214-210-5000 

457 

Santa  Monica  Ford 

310-451-1588 

479 

Sauder  Woodworking 

419-446-2711 

130 

Save  Mart  Supermarkets 

209-577-1600 

51 

Schneider  National 

920-592-5100 

89 

Schnuck  Markets 

314-994-9900 

236 

Schottenstein  Stores 

614-221-9200 

167 

Schreiber  Foods 

920-437-7601 

364 

Les  Schwab  Tire  Centers 

541-447-4136 

43 

Schwan's  Sales  Enterprises 

507-532-3274 

40 

Science  Applications  International 

619-546-6000 

100 

Scoular 

402-342-3500 

280 

Sealy 

216-522-1310 

290 

Serra  Investments 

810-694-1720 

123 

Services  Group  of  America 

206-933-5225 

205 

Shamrock  Foods 

602-272-6721 

405 

Shcpell  Industries 

213-655-7330 

92 

JF  Shea  Co 

909-594-9500 

216 

Sheetz 

814-946-3611 

319 

Sherwood  Food  Distributors 

313-366-3100 

485 

Shorenstein 

415-772-7000 

481 

Siegel-Robert 

314-965-2444 

204 

Sierra  Pacific  Industries 

530-378-8000 

408 

Simmons 

770-512-7700 

335 

Simplex  Time  Recorder 

978-632-2500 

42 

JR  Simplot 

208-336-2110 

133 

Simpson  Investment 

205-224-5000 

139 

Sinclair  Oil 

801-524-2700 

1150  Niagara  Street,  Buffalo,  NY  14213 

PO  Box  3487,  Albuquerque,  NM  87190 

7300  Turfway  Road.  Suite  540,  Florence,  KY-  41042 

6711  Ritz  Way,  Beltsville.MD  20705 

3350  Cumberland  Circle,  Suite  1400,. Atlanta,  GA  30339 

PO  Box  549,  Harrisonburg,  VA  22801  ' 

701  Sagamore  Parkway  South,  Lafayette,  IN  47905 

11444  West  Olympic  Boulevard,  10th  Floor,  Los  Angeles,  CA  90064 

11540  Highway  92  East,  Seffner,  FL  33584 

111  West  Fifth  Street,  Suite  1000,  Tulsa,  OK  74103 

PO  Box  1088,  Roseburg,  OR  97470 

PO  Box  933,  Fairmont,  MN  56031 

1100  South  Glebe  Road,  Arlington,  VA  22204 

989  East  Hillsdale  Boulevard,  Foster  City,  CA  94404 

1000  Walnut  Street,  Kansas  City,  MO  64106 


SAS  Campus  Drive,  Cary,  NC  27513 

PO  Box  2000,  Columbus.  OH  43216 

5949  Sherry  Lane,  Suite  1900,  Dallas,  TX  75225 

1230  Santa  Monica  Boulevard,  Santa  Monica,  CA  90404 

502  Middle  Street,  Archbold,  OH  43502 

PO  Box  4278,  Modesto,  CA  95352 

PO  Box  2545,  Green  Bay,  Wl  54306 

11420  Lackland  Road,  St  Louis,  MO  63146 

1800  Moler  Road,  Columbus,  OH  43207 

PO  Box  19010,  Green  Bay,  Wl  54307 

PO  Box  667,  Prineville,  OR  97754 

115  West  College  Drive,  Marshall,  MN  56258 

10260  Campus  Point  Drive,  San  Diego.  CA  92121 

2027  Dodge  Street,  Omaha,  NE  68102 

One  Office  Parkway,  Trinity,  NC  27370 

3118  East  Hill  Road,  Grand  Blanc,  Ml  48439 

4025  Delridge  Way  SW,  Suite  500,  Seattle,  WA  98106 

2228  North  Black  Canyon  Highway,  Phoenix,  AZ  85009 

8383  Wilshire  Boulevard,  Suite  700,  Beverly  Hills.  CA  90211 

655  Brea  Canyon  Road,  Walnut,  CA  91789 

5700  Sixth  Avenue,  Altoona,  PA  16602 

18615  Sherwood  Avenue,  Detroit,  Ml  48234 

555  California  Street.  Suite  4900,  San  Francisco,  CA  94104 

12837  Flushing  Meadows,  St  Louis,  MO  63131 

PO  Box  496028,  Redding,  CA  96049 

One  Concourse  Parkway,  Atlanta,  GA  30328 

One  Simplex  Plaza.  Gardner,  MA  01441 

PO  Box  27,  Boise,  ID  83707 

1301  Fifth  Avenue.  Suite  2800,  Seattle,  WA  98101 

PO  Box  30825,  Salt  Lake  City,  UT  84130 


richs.com 

rispaper.com 

ritzcamera.com 

riverwood.com 

rocco.com 

rohrmanized.com 


mccbuilds.com 


rosenthalgroup.com 
rsconstruction.com 


sas.com 
safelite.com 


sauder.com 

schneider.com 
schnucks.com 

sficorp.com 

lesschwab.com 

schwans.com/careers 

saic.com 

scoular.com 

sealy.com 


shamrockfoods.com 
shapell.com 
sheahomes.com 
sheetz.com 


sierrapacificmd.com 
simmonsco.com 
simplexnet.com 
simplot.com 

sinclairoil.com 
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Guess  who's  #  1 . 


.1  MM  weekday  circulation.  2.5  MM  weekends.  Now  the  nation's  #1  newspaper. 
First,  we  broke  the  rules.  Now,  we're  breaking  records. 
The  only  question  left  is  why  isn't  your  ad  in  today's  newspaper? 


rce:  March  1998  ABC 


www.  usatoday.com 
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Rank  Company 


Phone 


Address 


Web  site  (www.) 


269  Skadden,  Arps,  Slate,  Meagher  &  Fiom     212-735-3000 

430  Soave  Enterprises  313-567-7000 

309  Southern  Foods  Group  214-824-8163 
56  Southern  Wine  &  Spirits  305-625-4171 

103  Southwire  770-832-4242 

434  Spalding  Holdings  413-536-1200 

154  AG  Spanos  Cos  209-478-7954 

230  Specialty  Foods/1993  847-405-5300 
256  Spitzer  Management  440-323-4671 
474  State  Industries  615-792-4371 

94  Stater  Bros  Markets  909-783-5000 

361  Steiner  801-328-8831 

279  Stevedoring  Services  of  America  206-623-0304 

126  Stroh  Brewery  313-446-2000 

295  Sunbelt  Beverage  410-536-5000 

310  Sutherland  Lumber  816-756-3000 

231  Sverdrup  314-436-7600 
145  Swagelok  440-248-4600 
243  Sweetheart  Holdings  410-363-1111 
285  Swinerton  415-421-2980 


919  Third  Avenue,  New  York,  NY  10022  skadden.com 

3400  East  Lafayette  Street,  Detroit,  Ml  48207 

PO  Box  279000,  Dallas,  TX  75227 

1600  NW  163rd  Street,  Miami,  FL  33169 

PO  Box  1000,  Carrollton.  GA  30119-  southwire.com 

425  Meadow  Street,  Chicopee,  MA  01013  spalding.com 

1341  West  Robinhood  Drive,  Suite  Al,  Stockton,  CA  95207 

520  Lake  Cook  Road,  Suite  500,  Deerfield,  IL  60015 

150  East  Bridge  Street,  Elyria,  OH  44035  spitzer.com 

500  Bypass  Road,  Ashland  City,  TN  37015 

21700  Barton  Road,  Colton,  CA  92324 

505  East  South  Temple,  Salt  Lake  City,  UT  84102  amlinen.com 

1131  SW  Klickitat  Way,  Seattle,  WA  98134  ssofa.com 

100  River  Place,  Detroit,  Ml  48207 

4601  Hollins  Ferry  Road,  Baltimore,  MD  21227 

4000  Main  Street,  Kansas  City,  MO  64111  sutherlands.com 

13723  Riverport  Drive,  Maryland  Heights,  MO  63043  sverdrup.com 

29500  Solon  Road,  Solon,  OH  44139  swagelok.com 

10100  Reisterstown  Road,  Owings  Mills,  MD  21117 

580  California  Street,  Suite  1200,  San  Francisco,  CA  94104  swinerton.com 


The  main  table  starts  on  page  203.  For  those  firms  taken  private  since  1993,  we  show  the  year  of  the  transaction. 
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^ after  what  size  your  world  is,  MCI  WorldCom  On-Nei  can  help  you  manage  ii  more  effectively.  \\  hether  your  n Is  are  local,  rq 

iNni.iii.il  or  international,  you  deal  with  one  oerwork  and  one  company.  No  handoffs  to  other  carriers*  So  the  service  and  products  are<i 
consistent  from  market  to  market.  For  example,  your  local  service  or  high-speed  Internet  access  works  the  same  way  in  Tulsa  as  it  does  in 

Onlj  v"  '  World!  wns  the  entire  network  I igin  to  desiii  itio ;   I ,,-  worldwide   M(  1  world!  .mi  .-  traded  ...i  N  ISDAQ lej  \W.O\l   For  more  inforn 

MCI  WorldCom  visit  our  web  sites  at  mciworldcom and  w.  I  KORLDCOM   Inc    111  rights  reserved 


lop  rrivate  companies 


Rank  Company 


Phone 


Address 


Web  site  (www.) 


: 

TAC  Worldwide  Cos 

617-969-5100 

1 

4 

TRT  Holdings 

972-871-0008 

1 

TTC  Illinois 

815-935-8100 

1 

] 

Tang  Industries 

702-734-3700 

M4 

Tasha 

510-252-5050 

220 

Taylor 

507-625-2828 

455 

Texas  Petrochemicals 

713-627-7474 

435 

Thomason  Auto  Group 

503-655-3355 

226 

Tishman  Realty  &  Construction 

212-399-3600 

475 

TitanSports 

203-352-8600 

Topa  Equities 

310-203-9199 

497 

Toresco  Enterprises 

973-467-2900 

165 

Towers  Perrin 

212-309-3400 

436 

Townsends 

302-777-6668 

71 

Transammonia 

212-223-3200 

437 

Transtar  Holdings 

412-829-3462 

459 

Albert  Trostel  &  Sons 

414-327-4870 

415 

Tube  City 

412-678-6141 

375 

Turner  Industries 

504-922-5050 

367 

Tutor-Saliba 

818-362-8391 

3' 

0 

Turtle-Click  Automotive  Group 

949-830-7122 

109  Oak  Street,  Newton,  MA  02464  ltac.com 

420  Decker  Drive,  Suite  100,  Irving,  TX  75062 

50  Meadowview  Center,  Kankakee,  IL  60901  ttcillinois.com 

3773  Howard  Hughes  Parkway,  Suite  350N,  Las  Vegas,  NV  89109 

43285  Auto  Mall  Circle,  Fremont.  CA  94538 

1725  Roe  Crest  Drive,  North  Mankato,  MN  56003 

Three  Riverway,  Suite  1500,  Houston,  TX  77056 

19495  SE  McLoughlm,  Gladstone,  OR  97027  thomason.com 

666  Fifth  Avenue,  New  York,  NY  10103 

1241  East  Main  Street,  Titan  Towers,  Stamford,  CT  06905  wwt.com 

1800  Avenue  of  the  Stars,  Suite  1400,  Los  Angeles,  CA  90067 

170  Route  22  East,  Springfield,  NJ  07081  autoland-usa.com 

335  Madison  Avenue,  New  York,  NY  10017  towers.com 

919  North  Market  Street,  Suite  420,  Wilmington,  DE  19801  townsends.com 

350  Park  Avenue,  New  York,  NY  10022 

PO  Box  68,  135  Jamison  Lane,  Monroeville,  PA  15146  transinc.com 

10201  West  Lincoln  Avenue,  Suite  405,  West  Allis,  Wl  53227 

12  Monongahela  Avenue,  Glassport,  PA  15045 

PO  Box  2750,  Baton  Rouge,  LA  70821  turner-industries.com 

15901  Olden  Street,  Sylmar,  CA  91342 

14  Auto  Center  Drive,  Irvine,  CA  92618  tuttleclick.com 
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MCI  WORLDCOM 


I  company  also  means  one  dedicated  account  team  to  handle  all  of  your  communications  needs.  Whether  those  needs  span  cities  or 
itinents.  Further.  1>\  combining  all  of  your  services  \yitli  us,  you'll  receive  volume  discounts.  \ll  of  which  makes  things  run  a  little  more 
(Hithly  in  your  world.  Big.  small  or  anywhere  in  between.  Introducing  MCI  WorldCom  On-Net,  For  detail-:,  visil  mciwoiTdcom.com 
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Rank  Company 


209  UIS 

460  Ukrop's  Super  Markets 

404  Unicco  Service 

93  UniGroup 

3  United  Parcel  Service 

454  United  Supermarkets 


49     VT 
263    ViewSonic 


W 


186     Young's  Market 


348     HB  Zachry 


Phone 


Address 


201-946-2600 
804-794-2401 
617-859-9100 
314-326-3100 
404-828-6000 
806-791-0220 


913-432-6400 
909-444-8800 


271 

WWF  Paper 

610-667-9210 

358 

Walbridge,  Aldinger 

313-963-8000 

212 

Walsh  Group 

312-563-5400 

266 

Waremart 

208-377-0110 

365 

Warren  Equities 

212-751-8100 

333 

Washington  Cos 

406-523-1300 

282 

Watkins  Associated  Industries 

404-872-3841 

334 

Watson  Wyatt  Worldwide 

301-581-4600 

192 

Wawa 

610-358-8000 

61 

Wegmans  Food  Markets 

716-328-2550 

48 

Wesco  Distribution/1994 

412-454-2200 

214 

Westtield  Cos 

330-887-0101 

188 

Whiting-Turner  Contracting 

410-821-1100 

238 

Wilbur-Ellis 

415-772-4000 

461 

Williamson-Dickie  Manufacturing 

817-336-7201 

273 

Wirtz 

312-943-7000 

442 

Wolf  Camera 

678-297-9653 

15  Exchange  Place.  Jersey  City,  NJ  07302 

600  Southlake  Boulevard,  Richmond,  VA  23236 

Four  Copley  Place.  Boston.  MA  02116 

One  United  Drive,  Fenton,  MO  63026 

55  Glenlake  Parkway  NE,  Atlanta.  GA  -30328 

7830  Orlando  Avenue,  Lubbock.  TX  79423 


8500  Shawnee  Mission  Pkwy.  Suite  200,  Mernam,  KS  66202 
381  Brea  Canyon  Road,  Walnut.  CA  91789 


Two  Bala  Plaza,  Suite  200,  Bala  Cynwyd,  PA  19004 

613  Abbott  Street,  Detroit,  Ml  48226 

929  West  Adams  Street,  Chicago,  IL  60607 

PO  Box  5756,  Boise,  ID  83705 

375  Park  Avenue,  Suite  2502,  New  York,  NY  10152 

PO  Box  8182,  Missoula.  MT  59807 

PO  Box  1738,  Atlanta,  GA  30301 

6707  Democracy  Boulevard,  Suite  800,  Bethesda,  MD  20817 

260  Baltimore  Pike,  Wawa,  PA  19063 

1500  Brooks  Avenue,  Rochester,  NY  14624 

Four  Station  Square,  Pittsburgh,  PA  15219 

One  Park  Circle,  PO  Box  5001,  Westfield  Center,  OH  44251 

300  East  Joppa  Road,  Baltimore,  MD  21286 

345  California  Street.  27th  Floor,  San  Francisco,  CA  94104 

PO  Box  1779,  Fort  Worth,  TX  76101 

680  North  Lakeshore  Drive,  Chicago,  IL  60611 

4955  Marconi  Drive,  Alpharetta,  GA  30005 


714-283-4933       2164  North  Batavia  Street,  Orange,  CA  92865 


210-475-8000       PO  Box  240130.  San  Antonio,  TX  78224 
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ukrops.com 

unicco.com 

unigroupinc.com 

ups.com 

unitedtexas.com 


viewsonic.com 


wwfpaper.com 
walbridge.com 
walshgroup.com 

warreneq.com 


watsonwyatt.com 

hoagie.com 

wegmans.com 

wescodist.com 

westfield-cos.com 

whiting-turner.com 

wilburellis.com 

dickies.com 

wolfcamera.com 


youngsmarket.com 


zachry.com 
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Things  we  ve  noticed  about  tne  American  wuncpidce: 

The  price  sure  as 
heck  better  be  right. 


Bulk  anything. 
You  get  a  lot       -m- 
for  a  better  price. 


rtfiMJUIaliMh' 


Chevy  Malibu 

-^-  You  get  a  lot  fc 

a  better  price.  (Re 


Up  to  100.000  miles  before  its  first  tunc  up:  -More  room  for  five 
than  Camry,  Stratus  or  Contour.  -A  bigger  trunk  than  Taurus. 
•  Lubed  for  life  chassis.  -The  bottom  line?  Trust  us,  you  11  love  it. 
•  1-800-FLEET-OPerations  •  www.chevrolet.com/malibu 


Malibu. 
The  Car  You  Knew  America  Could  Build. 


_^> 


Genuine  Chevrolet9 


"nance  needs  vary  with  use  and  driving  conditions  See  your  owners  manual  for  derails  Maliu-  is  a  registered  trademark  and  Chevy  is  a  trademark  of  the  GM  Corp  ©  1997  GM  Corp.  Buckle  up,  An 
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Detroit's  gaining  momentum  - 

and  it  is  fast  becoming  a  diverse, 
world-class  business  environment. 


MATTHEW  P.  CULLEN 
General  Manager 

ENTERPRISE 
ACTIVITIES  GROUP 
GENERAL  MOTORS 


We  pledged  $8  million 
to  Detroit  Renaissance 
to  support  new  con- 
struction in  Detroit's 
empowerment  zone. 
Ford  continues  to  sup- 
port the  Michigan 
Opera  Theatre.  The  new 
UAW-Ford  National 
Programs  Center  in  the 
old  Veteran's  Memorial 
Building  has  brought 
more  than  200  new  jobs 
and    additional    corn- 


Detroit?  Yes,  Detroit.  The  oldest  city  Cadillac  discovered  the 
in  the  Midwest  is  in  many  ways  one  of  area  and  called  it  Ville 
the  newest,  thanks  to  unprecedented  d'Etroit  which  means 
growth  in  the  last  rew  years  .  .  .  With  "City  on  the  Strait."  In 
construction  under  way  for  the  new  1760,  the  territory  was 
Tiger  Ball  Park,  plans  being  made  for  the  turned  over  to  the 
Lions'  new  stadium,  three  land-based  British,  who  were  forced 
casinos  in  a  cutting-edge  entertainment  out  six  years  later,  when  the  U.S.  flag  merce  to  the  city.  In  addition,  Ford  is  a 
center  in  the  near  future  ...  a  booming      was  first  raised  here.  supporter  of  the  new  Charles  Wright 

real-estate  market  .  .  .  billions  of  dollars  In  1802,  fire  destroyed  every  building      Museum  of  African  American  History  and 

invested  by  small  businesses  and  large      in  Detroit  except  for  one  stone  warehouse.       the  new  Lions  Stadium.  We're  excited  to 
corporations  alike  ...  a  downtown  on      By  1815,  the  area  had  been  rebuilt  and      be  a  part  of  these  and  many  other  efforts 
the  upswing  and  a  ranking  as  the  number      incorporated  as  the  city  of  Detroit.  Hence      that  are  helping  revitalize  the  city." 
one  manufacturing  center  in  the  U.S.  .  .  .      the  city's  motto,  "Resurgent  Cinerbus,"  or  One  of  Ford's  competitors  also  had  an 

$2  billion-plus  being  invested  in  new  or      "It  shall  rise  again  from  the  ashes."  early  start  in  the  city.  John  Middle- 

expanded  auto  plants  and  other  facilities  Perhaps  the  most  significant  event  in      brook,    Chevrolet    general    manager, 

.  .  .  the  number  one  rating  of  all  U.S.  Detroit's  history  occurred  80  years  later  explains:  "The  founder  of  our  company 
cities  in  empowerment  zone  programs  . .  .  when  Henry  Ford  built  his  first  "horse-  -  Louis  Chevrolet  -  designed  Chevro- 
significantly  upgraded  bond  ratings  .  .  .  less  carriage,"  starting  Detroit  on  a  path  lets  in  a  loft  on  Grand  River  Avenue  in 
and  plenty  more  you  can  discover  here.        toward  bigger  and  better.  Today,  Ford      the  heart  of  Detroit,  so  we  have  impor- 

Detroit's  gaining  momentum  -  and  it      Motor  Company  continues  to  play  an      tant  roots  here." 
is  fast  becoming  a  diverse,  world-class      important  role  in  the  fabric  of  the  city.  General  Motors  Corporation  has  cre- 

business  environment.  But  reinventing  Says  Ford's  vice  chairman  Ed  Hagen-  ated  perhaps  the  biggest  news  recently 
itself  is  nothing  new  for  Detroit.  French  locker,  "Ford  Motor  Company  has  a  long  by  its  purchase  of  the  Detroit  Renais- 
explorer  Antoine  Loumet  de  la  Mothe      history  of  active  involvement  in  Detroit.      sance  Center,  which  is  becoming  the 

company's  new  global  headquarters, 
housing  about  8,000  employees,  includ- 
ing GM's  international  operations, 
which  are  moving  to  Detroit  from 
Zurich.  States  Middlebrook,  "We're 
excited  to  be  back  and  to  be  working  in 
GM's  new  global  headquarters  in 
Detroit's  Renaissance  Center  where 
we're  part  of  a  team  with  GM's  other 
vehicle  divisions." 

Matthew  P  Cullen,  general  manager  of 
GM's  Enterprise  Activities  Group,  adds: 
"Our  global  headquarters  symbolizes  a 
renaissance  of  GM's  corporate  culture,  as 
well  as  a  revival  of  urban  spirit  in  Detroit. 


Charles  H.  Wright  Museum  of  African  American  History 
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Our  makeover  of  this  landmark,  which 
dominates  the  downtown  skyline,  repre- 
sents the  most  comprehensive  develop- 
ment plans  affecting  Detroit's  future  in 
decades.  We  think  that  the  impact  of 
GM's  investment  in  the  Renaissance 
Center  will  translate  into  a  bold  new 
symbol  for  the  city  of  Detroit.  There  is 


still  much  work  to  be  done,  but  we're  very 
excited  to  be  one  of  the  leaders  in 
Detroit's  comeback  campaign."  Known 
locally  as  the  RenCen,  this  five-million- 
square-foot  center  will  undergo  a  mas- 
sive $500  million  renovation  that  will 
reflect  GM's  status  as  our  planet's  largest 
automaker. 


GM  is  renovating  the  RenCen  from  I 
top  to  bottom,  incorporating  open  office  I 
floors,  a  five-story  atrium,  a  first-class] 
hotel  and  large  common  areas  with  retail! 
shops  and  themed  restaurants.  Under  thel 
direction  of  Marriott,  $100  million  will! 
be  spent  on  remaking  the  existing  hotel] 
into  a  first-class  facility.  A  large,  ultra- J 


DENNIS  ARCHER 

Mayor  of  Detroit 


An  Invitation  to  Investors  From  Detroit  Mayor  Dennis  Archer 

I  invite  you  to  take  a  new  look  at  Detroit.  More  and  more  businesses  are  discovering  that  our 
city  is  becoming  one  of  America's  best  places  to  work,  live  and  do  business.  Our  goal  for  the 
new  century  is  to  continue  our  momentum  in  many  ways:  transformation,  renewal,  reconcili- 
ation and,  most  importantly,  world-class  excellence.  There's  no  doubt  that  Detroit,  along  with  its  neighboring  com- 
munities, has  been  one  of  the  nation's  best-kept  secrets  .  .  .  but  the  word  is  getting  out. 

Local,  national  and  international  businesspeople  and  investors  are  discovering  that  metro  Detroit  is  becoming  a  low- 
risk,  high-profit  market.  The  city  has  plenty  going  for  it  to  keep  its  upward  momentum  on  a  roll: 

•  The  Detroit  region  was  recently  ranked  by  an  independent  national  research  firm  as  one  of  the  top  10  areas  in  the 
U.S.  for  providing  a  "secure  lifestyle."  The  ranking  was  based  on  such  factors  as  financial  security  (including  house- 
hold income),  cost  of  living,  number  of  people  with  health  and  life  insurance,  the  unemployment  rate,  crime  rate, 
housing  costs  and  job  creation. 

•  Building  is  up,  crime  is  down  for  the  sixth  year  in  a  row,  and  it's  still  dropping. 

•  Our  budget  is  balanced  and  all  the  major  bond  agencies  have  raised  Detroit's  credit  rating. 

•  The  Detroit  region  transportation  system,  from  international  seaways  and  airways  to  national  freeways  and  railways, 
is  growing  at  an  exceptional  rate. 

•  State  and  city  taxes  have  been  cut  and  a  task  force  I  appointed  is  looking  at  ways  to  lower  them  even  more. 

•  Property  values  are  on  the  rise  and  will  continue  to  increase  as  we  replace  or  rehabilitate  older  houses  in  our  neigh- 
borhoods. The  Detroit  area  still  offers  some  of  the  most  affordable  housing  in  the  U.S.  today. 

•  The  huge  industrial,  retail,  housing,  sports  and  entertainment  projects  that  ate  now  being  built  offer  even  more  proof 
that  Detroit  is  truly  making  a  comeback. 

•  Metro  Detroit's  people  possess  great  job  skills  in  a  wide  range  of  employment  areas.  Detroit,  whose  inhabitants  work 
and  live  harmoniously  with  one  another,  is  setting  the  standard  for  racial  and  ethnic  diversity.  Detroit's  government 
is  committed  to  working  more  closely  than  ever  with  neighboting  governments,  area  businesspeople  and  residents  to 
keep  our  momentum  going  into  the  21st  century. 

Suffice  it  to  say  that  Detroit  has  come  a  long  way  in  just  a  few  short  years.  Nevertheless,  we've  still  got  much  mote 
to  do.  But  the  emergence  of  Detroit  as  a  respected  and  admired  world-class  city  is  not  just  a  dream  anymore  .  .  .  it's  fast 
becoming  a  reality.  A  reality  I  hope  you  will  become  a  part  of. 

If  you  have  any  questions,  don't  hesitate  to  call  my  office  at  (313)  224-3400  -  anytime.  We'll  put  you  in  touch  with 
the  right  person  to  give  you  an  answer  as  quickly  as  possible. 

—  Dennis  W.  Archer,  Mayor 
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dio  system.  And  even  deeper  inside  is  nearly  a  century  of  providing  vehicles  for 
ofessionals  who  depend  on  their  trucks  to  do  things  somewhat  more  demanding 
in  impressing  the  neighbors.  Call  I-888-GMC-DENALI  orwww.denali.gmc.com. 


Do  one  thing.  Do  it  welll 
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modern,  glass-enclosed  welcoming  foyer 
will  grace  the  front  entrance  of  the 
RenCen.  In  addition,  the  complex  will 
have  a  university  for  leadership  training 
and  professional  education;  displays  of 
past,  present  and  future  vehicles;  a  river- 
front promenade;  new  escalators;  a  cen- 
tral "circulating  ring"  around  the  second 
level;  and  a  health  club.  There  are  also 
plans  for  two  new  parking  decks,  with  the 
possibility  of  a  third  one  to  be  built  later. 
Just  down  the  street  from  GM's  new 
headquarters,  Detroit's  Cobo  Center  plays 
host  to  the  North  American  International 
Auto  Show  every  January.  Ranked  among 
the  world's  top  three  auto  shows,  it  brings 
an  average  of  three  quarters  of  a  million 
people  into  downtown  Detroit  annually. 
"The  1998  show  was  outstanding,"  says 
Mayor  Dennis  W.  Archer.  "Forty 
automakers  showed  over  800  vehicles. 


About  6,000  journalists  from  more  than  Detroit  is  like  a  pilgrimage  to  Mecca.  It'. 

60  countries  attended  and  wrote  glowing  exciting.  It's  solid.  Visionary  .  .  .  like  th< 

reports  on  the  show  and  the  city  itself."  phoenix  rising  from  the  ashes."  . . .  "It's  or 

Some  of  the  writers'  comments  were:  "I  'a  level  with  any  great  city."  .  .  ."I  had  nt 

think  the  city's  on  the  rise!"  . .  ."Coming  to  idea  there  was  such  wonderful  nature  anc 


Here's  What  Some  National  Publications  Are  Saying 
About  the  Detroit  Region  and  Michigan: 


•  In  a  nationwide  study  of  state  job 
markets,  the  New  York  Times 
ranked  Michigan  as  the  strongest  in 
the  nation. 

•  The  Detroit  region  is  one  of  the 
eight  best  communities  in  the  world 
for  manufacturing,  according  to 
Industry  Week. 

•  WorldTrade  magazine  says  that 
Detroit  ranks  first  among  U.S.  metro 
areas  in  exporting. 


•  The  Detroit  region  is  in  the  top  21 
best  places  to  live  in  North  Ameri- 
ca, according  to  Places  Rated 
Almanac. 

•  Site  Selection  has  named  Michigan 
the  number  one  state  for  new  cor- 
porate facilities  and  expansions. 

•  Entrepreneur  ranked  Detroit  as  the 
number  two  large  city  in  the  U.S.  for 
small  business. 


Giving  Detroit 
the  green  light. 

As  the  state's  leading  auto  insurer,  AAA  Michigan  is  rec- 
ognized for  superior  service  and  quality.  Our  1.7  million 
members  depend  on  us  for  reliable  travel,  insurance  and 
automotive  services. 

AAA  Michigan's  commitment  began  in  Detroit 
with  the  nation's  first  stop  sign  and  school  safety 
patrol.  It  continues  today  with  projects  to  help  reduce 
accidents  at  high-crash  intersections  and  other  com- 
munity initiatives.  We're  proud  to  be  a  part  of  Detroit's 

ngbt  future     Someone  you  can  count  on.su 
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countryside  in  the  immediate  area."  .  .  . 
"Detroit  streets  are  clean  and  safe." 

DETROIT  AREA   LEADS 
THE  NATION 

"Detroit's  outstanding  success  in 
attracting  new  industrial  and  commer- 
cial development  in  the  Empowerment 
Zone  leads  the  nation,"  according  to 
Mayor  Archer.  "More  than  $4  billion  in 


private  dollars  (the  highest  in  the 
nation)  are  being  invested  in  addition  to 
federal  government  funding  of  $100 
million,"  he  says. 

An  Empowerment  Zone  Success 
Story:  Clark  Street  Technology  Park 

Clark  Street  Technology  Park  shows 
that  the  Empowerment  Zone  program 
can  successfully  meet  its  goals.  Site  of  a 


Detroit  Region  Facts  at  a  Glance 


Land  Area 

The  Detroit  region  consists  of  6,657 
square  miles  of  land,  encompassing  10 
counties:  Genesee,  Lapeer,  Lenawee, 
Livingston.  Macomb.  Monroe,  Oakland, 
St.  Clair,  Washtenaw  and  Wayne 
(Detroit's  home  county). 
Municipalities 

The  Detroit  region  consists  of  more 
than  275  cities,  villages  and  townships. 
Detroit  is  the  largest  city  in  Michigan 
and  one  of  the  10  largest  in  the  U.S., 
according  to  the  1996  U.S.  census. 
Population 

Estimated  1997  population  of  the 
region:  5,294,200. 

Number  of  households:  1,968,400. 
Economy  (1997) 

Civilian  labor  force:  2,728,400. 

Employment:  2,622,800. 

Unemployment  rate:  3.9%. 
Income 

Per  capita  income  (1997  est.): 
$22,748. 

Household  income  (1997  est.): 
•$58,737. 

Retail  sales  (1997):  $54  billion. 

Total  construction  value  (1997):  $3.8 
billion. 
Business 

Major  private  employers:  Ford  Motor 
Co.,  General  Motors  Corp.,  Kmart,  Daim- 
ler-Chrysler, Delphi  Automotive  Systems, 
The  Detroit  Medical  Center,  Ameritech 
Michigan,  Comerica,  Adecco,  Henry  Ford 
Health  System,  William  Beaumont  Hos- 
pital, Manpower,  Inc.,  Mercy  Health  Ser- 
vices, Sam's  Club. 


Education 

The  region  has  more  than  75  K-12 
public  school  districts,  eight  universities 
with  more  than  160,000  students 
attending,  11  colleges  with  more  than 
15,000  students  and  18  community 
colleges  with  an  estimated  100,000 
students. 
Health  Care 

The  region  has  68  hospitals  with 
more  than  17,500  beds.  Major  organi- 
zations include  the  Detroit  Medical 
Center,  Henry  Ford  Health  System  and 
St.  John  Health  System  in  Detroit  and 
University  of  Michigan  Medical  Center  in 
Ann  Arbor.  Most  have  completed  or  are 
planning  expanded  facilities.  For  exam- 
ple, Henry  Ford  Health  System  has 
recently  invested  nearly  $100  million  in 
an  expansjon  of  its  flagship  Henry  Ford 
Hospital  and  other  facilities. 

Various  units  in  the  Detroit  Medical 
Center  or  nearby  represent  nearly  $300 
million  in  expansion  or  new  construc- 
tion. And  St.  John  is  investing  $19.1  mil- 
lion in  a  new  birthing  center  and  other 
improvements  at  St.  John  Hospital. 
Nearly  $10  million  more  will  fund  spe- 
cialized community  services  and  a 
minority  purchasing  program. 

St.  John  Health  System  President  and 
CEO  Anthony  R.  Tersigni  speaks  for  all 
his  colleagues  in  the  health  care  field: 
"There's  no  doubt  that  Detroit  is  a  city 
on  the  move,  and  St.  John  Health 
System  is  proud  of  its  role  in  the  city's 
re'vitalization.  As  the  fastest-growing 
health  system  in  southeastern  Michigan, 


former  General  Motors  Cadillac  plant, 
the  park  is  being  developed  by  a  part- 
nership that  includes  General  Motors, 
The  Farbman  Group,  Walbridge 
Aldinger  and  The  Smith  Group.  These 
four  nationally  recognized  Detroit  busi- 
nesses are  working  with  Mayor  Archer, 
the  state  of  Michigan,  the  Detroit 
Economic  Growth  Corp.  and  automo- 
tive suppliers  to  develop  a  first-class 


St.  John  employs  more  than  15,000 
people  in  10  hospitals  and  more  than 
100  ambulatory  and  medical  offices 
located  throughout  Wayne,  Macomb, 
Oakland  and  St.  Clair  counties.  We 
believe  our  commitment  to  Detroit  is  not 
only  the  right  thing  to  do,  but  a  smart 
investment  that  will  result  in  healthier 
communities.  Although  we've  taken  a 
leadership  role  in  spearheading  many 
innovative  community  programs,  we 
know  we  can  do  even  more  by  continuing 
to  collaborate  with  other  businesses.  I 
urge  business  leaders  and  prospective 
investors  to  call  me  to  discuss  ways  we 
can  create  a  better  future  for  our  city  and 
surrounding  communities." 
Taxes 

Detroit  city  residents  pay  a  flat  rate  of 
4.4%  in  taxes.  Michigan  real  estate  is 
assessed  at  50%  of  market  value,  and 
millage  rates  range  from  $14.53  to 
$64.28  per  $1,000  valuation,  depend- 
ing on  the  municipality.  The  state  has  a 
6%  sales  tax.  For  companies,  Michi- 
gan's Single  Business  Tax  is  value 
added  during  the  production  process, 
and  the  current  rate  is  2.3%.  Eligible 
small  businesses  may  pay  the  alterna- 
tive 2%  tax  on  adjusted  business 
income. 

Tax  abatement  programs  include  the 
Empowerment  Zone  and  the  Renais- 
sance Zone.  The  Renaissance  Zone  in 
the  city  of  Detroit  totals  1,345.7  acres. 
Residents  and  businesses  in  the  zone 
are  eligible  to  receive  a  waiver  of  most 
state  and  local  taxes. 
Source:  Detroit  Regional  Chamber  of  Commerce 
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Mayor  Archer  and  other  principals  announce  a  massive  new  computer 
system  to  help  the  city  be  more  "user  friendly." 


foot  van-sort  facility. 


cies  aimed  at  helping  them  grow. 

Located  north  of  Canada,  Detroit  is 
Michigan's  largest  city  and  the  10th 
largest  in  the  U.S.,  with  more  than  4.5 
million  people  residing  in  the  Greater 
Detroit  area.  Known  internationally  as 
home  to  America's  automotive  manu- 
facturing, Detroit  is  less  well  known  as 
an  outstanding  regional  banking  center 
and  site  of  many  of  the  nation's  largest 
corporations.  While  continuing  to  be 
the  nation's  base  of  automotive  activity, 
Detroit  is  diversifying,  expanding  into 
new  aerospace,  chemical,  plastics,  med- 
ical and  food  technologies,  as  well  as 
research  and  development.  Its  location 


industrial  park  in  the  southwest  section 
of  the  Detroit  Empowerment  Zone.  Businesses  that  locate  in  the  park  -  or  on  a  major  waterway,  its  proximity  to 
When  completed,  the  Clark  Street  anywhere  in  the  Empowerment  Zone  -  Canada  and  its  highly  developed  trans- 
Technology  Park  will  comprise  more  are  eligible  for  employee  tax  credits,  portation  infrastructure  make  it  easy  for 
than  1  million  square  feet  of  rental  space  accelerated  depreciation  on  investments  Detroit  businesses  to  market  products 
for  manufacturing,  offices  and  high-tech  and  capital  equipment,  a  50%  property  locally  and  nationally,  and  to  export 
research  and  development.  It  is  expect-  tax  abatement,  training  grants  and  job  them  globally. 

ed  to  represent  more  than  $125  million  placement  programs.  Richard  E.  Blouse,  Jr.,  president  and 

in  new  Detroit  investments  and  create  Clearly,  Clark  Street  is  creating  a  new  CEO  of  the  Detroit  Regional  Chamber, 

as  many  as    1,700   permanent  jobs.  "Standard  of  the  World"  and  is  fast  asks,  "Where  can  you  find  the  number 

Already  several  companies  have  relocat-  becoming  the  most  high-profile  and  one  region  for  new  facilities  and  expan- 

ed  to  the  park.  Among  them  are:  successful  empowerment  zone  initiative  sions,  an  unparalleled  quality  of  life  and 

•  Vitec,  a  joint  venture  among  Walbro  in  the  country.  one  of  the  world's  top  eight  manufac- 


a     sophisticated     and 
diversified  transportation 


Automotive,  Regal  Plastics  and  Sagi- 
naw Plastics 

•  The  Hispanic  Manufacturing  Center, 
which  is  owned  by  several  Hispanic 
business  leaders 

•  Vinnie  Johnson's  Piston  Automotive 
and  Piston  Packaging 

•  Roderick  Rickman's  joint  venture  system,  an  experienced 
between  his  company,  MPS  Group  workforce,  a  commit- 
Industrial  &  Environmental  Services,  ment  on  the  part  of  local 
Inc.,  and  Philips  Services  of  Toronto        and  state  government  to 

•  Federal  Express,  which  has  recently  help  businesses  and 
signed  a  lease  for  an  83,000-square-      industries,  and  tax  poli- 

The  Detroit  region  is  one  of  the  eight 
best  communities  in  the  world  for 
manufacturing,  according  to  Industry  Week. 


turing  centers?  Regional  Detroit. 
INVESTING   IN   DETROIT?  "Through    the    Detroit    Regional 

IT'S  JUST  GOOD  BUSINESS!      Chamber  and  Detroit  Regional  Eco- 

Greater  Detroit  offers  businesses  and      nomic  Partnership,  we  are  spreading  the 
investors  all  the  ingredients  for  success:      word  on  the  advantages  of  a  Southeast 


RICHARD  E.  BLOUSE, 
JR.,  CCE 

President  and  CEO 

DETROIT  REGIONAL 
CHAMBER 


Michigan  location.  The 
Partnership  provides 
easy  access  to  critical 
information  and  tai- 
lored research  -  any- 
thing you  need  to  make 
an  informed  decision. 

"Given  the  current 
leadership  and  strong 
growth,  the  Chamber 
believes  the  region  will 
realize  even  greater  sue-  | 
cesses  in  the  years 
ahead,"  he  adds. 
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Select  a  flight 
and  purchase  a 
ticket  online  with 
Northwest  Airlines. 

We've  taken  travel  planning  to 
new  heights  of  convenience. 
Just  hop  on  the  Internet  and 
check  out  Northwest  Airlines' 
award-winning  web  site  at 
www.nwa.com.  You  can 
review  flight  schedules,  select 
your  seat  preference  and  even 
purchase  a  Northwest  E-Ticket,SM 
the  convenient  and  paperless 
way  to  travel.  With  a  few 
clicks  of  the  mouse,  you're 
ready  to  fly.  It's  that  simple. 
But  don't  stop  there.  Discover 
all  the  great  ways  in  which 
www.nwa.com  can  make 
travel  planning  a  breeze. 
Explore  vacation  ideas. 
Save  money  with  exclusive 
CyberSaverSM  fares.  Check 
your  WorldPerks*  account, 
book  award  travel  online 
and  more.  Visit  the  web  site 
named  Most  Innovative  and 
Dynamic  Site  by  Inside  Flyer 
magazine.  And  get  ready  for 
takeoff  at  www.nwa.com. 


NORTHWEST 

AIRLINES 


1-800-225-2525  /  www.nwa.coi 


1998  Northwest  Airlines.  Inc    Northwest  recycles  enough  paper  products  in  one  year  to  save  over  16,000  trees. 


w 


Hfi 


m 


?». 


Wf~ 


[M 


I&& 


m 


/Alter  decades  in  the  desert,  ' 


to  be  part  ol  a  community  on  a 


Vvc'rc  not  Just  dipping  our  toes  in  the  city  ol  Detroit. 
We're  plunging  right  in.  Vvith  an  entertainment  palace  that 
will  bring  millions  ol  tourists  to  the  /Motor  City.  /And  even 
more  tourist  dollars.  /\s  well  as  thousands  ol  new  fobs.  Plus 
scores  ol  world-class  entertainers,  We're  proud  to  he  a  memoer 
ol  the  Detroit  community  and  arc  delighted  to  play  a  part  in 


the  renaissance  ol  downto' 


MGM  GRAND 

DETROIT    CASINO 
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Mayor  Archer,  with  Pro  Air  President  Craig  Belmondo,  announces  the  beginning  of 
Pro  Air  service  at  City  Airport. 

TRANSPORTATION  Airways 

The  greater  Detroit  area  offers  an  Detroit  Metropolitan  Airport  is  one 

extensive,  efficient  and  established  trans-  of  the  top  10  busiest  airports  in  the 

portation  system.  country,  serving  about  30  million  pas- 


CITY  OF  DETROIT  DIRECTORY  (All  numbers  in  area  code  313) 


Mayor:  Dennis  Archer 224-3400 

Deputy  Mayor: 

Freman  Hendrix 224-3445 

Chief  of  Staff: 

Nettie  Seabrooks 224-3752 

Group  Executive,  Economic 
Development: 

Peter  Fleming    224-6373 

Buildings  &  Safety  Engineering: 
Geni  Giannotti,  Director    .  .  .224-3252 
Consumer  Affairs  Department:  John 

Roy  Castillo,  Director 224-3508 

Detroit  Building  Authority:  Quinette 
King,  General  Manager  .  .  .  .224-7242 
Employment  &  Training: 
Willie  Walker,  Director    .  .  .  .876-0674 
Finance:  Valerie  L.  Johnson, 

Director 224-3491 

Planning  &  Development:  Paul  A. 

Bernard,  Director 224-6389 

Public  Works:  Clyde  Dowell, 

Director 224-3901 

City  Council: 

Gil  Hill,  President 224-1245 

MaryAnn  Mahaffey, 

President  Pro  tern    224-4545 

Nicholas  Hood,  III 224-129t 

Alberta  Tinsley-Williams    .  .  .224-1645 

Clyde  Cleveland 224-4530 

Sheila  Cockrel 224-1337 


Kay  Everett   224-1198 

Brenda  M.  Scott 224-4535 

Kenneth  Cockrel,  Jr 224-4505 

City  Clerk: 

Jackie  L.  Currie    224-3260 

TECHNICAL  RESOURCES 
&  ASSISTANCE 

Detroit  Economic  Growth  Corp.: 

C.  Beth  DunCombe, 

President  &  CEO    963-2940 

Provides  loan  funds;  maintains  inven- 
tory of  available  land  and  buildings; 
acts  as  referral  agency. 

Detroit  Regional  Chamber: 

An  organization  of  more  than  12,000 
members  committed  to  powering  the 
economy  for  Southeast  Michigan. 
Richard  Blouse,  Jr.,  CCE, 
President  &  CEO    964-4000 

www.detroitchamber.com 

Bill  Bassitt,  Executive  Director, 
Economic  Partnership 596-0341 

drep@detroitchamber.com 

City  of  Detroit/10-County  Public/ 
Private  Sector  Partnership: 

Provides  site  location  services; 
research/demographic  assistance; 
loans  to  owner-managed  businesses 


sengers  annually.  But  the  airport  is 
about  to  get  even  bigger:  more  than 
$1.6  billion  in  improvements  have 
already  begun  and  will  be  completed  by 
200 1 .  Here's  what's  happening: 

Northwest  Airlines  is  constructing  a 
new  $958  million  mid-field  terminal 
building  that  should  satisfy  the  needs  of 
the  rapidly  growing  number  of  air  pas- 
sengers. The  aim  is  to  provide  faster, 
more  efficient  service  at  ticket  counters, 
security  gates  to  and  from  connecting 
flights,  amenities  and  waiting  areas. 

Northwest  expects  there  will  be  an 
increase  of  21  million  new  passengers 
per  year  by  2020.  This  new  facility  with 
eight  gates  in  a  satellite  concourse  can 
be  expanded  by  41  gates  as  needed  in 
the  future.  A  fourth  runway  with  air 
cargo  facilities  will  be  added  by  200 1 ,  as 


for  working  capital  and  equipment  and 
acquisitions. 


Detroit  Downtown,  Inc.: 

Linda  Bade,  President    . 


.961-1403 


Greater  Downtown  Partnership,  Inc.: 

Larry  Marantette, 

President  &  CEO    237-6095 

Michigan  Manufacturing 
Technology  Center  .  .1-800-292-4484 
Offers  business  management  and 
technical  planning  services  to  existing 
small-  and  medium-sized  manufactur- 
ing businesses. 

Michigan  Small  Business 
Development  Center  (at  Wayne  State 

University) 577-4850 

Provides  pre-start-up  business  orienta- 
tions, marketing,  management  assess- 
ments and  technical  consultation  for 
existing  businesses. 

One-Stop  Capital  Shop:  Barbara  Atkins, 

Executive  Director    965-1100 

Acts  as  support  group  for  Detroit 
Empowerment  Zone  financing.  Provides 
business  licenses  for  the  city  of  Detroit. 


1 


After  almost  150  years  in  Detroit,  we've  seen  our  share  of  history.  We've  also  participated 
in  a  lot  of  it,  helping  thousands  of  people,  organizations  and  businesses.  We've  come  a 
long  way  since  that  day  in  1849  when  we  opened  our  doors.  We  took  in  $41  in  deposits  back 
then,  and  today  Comerica  is  part  of  a  holding  company  with  assets  of  $35  billion  and  the 
top  commercial  bank  in  the  country.'  Today,  we  sense  a  new  spirit  in 


MAKING  IT  WORK 


Detroit.  A  spirit  that's  bringing  us  all  closer  together.  We're  glad  to  be  a 
part  of  it.    Because  it  looks  like  we're  in  for  another  exciting  150  years. 


\ 


OomencA 


We  listen.  We  understand.  We  make  it  work. 


wnerica  Bank  •  Member  FDIC  •  Equal  Opportunity  Lender 


anked  by  commercial  loans  as  a  percent  of  assets;  Sheshunoff  Information  Services,  1998. 
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well  as  a  new  access  road  from  the 
south.  Some  of  the  added  traffic  will 
continue  to  use  other  airlines  in  the  cur- 
rent terminal  buildings. 

In  addition  to  Metropolitan  Airport, 
the  Detroit  area  offers  two  other 
regional  tower-controlled  airports  - 
Willow  Run  and  Detroit  City  Airport 
-  along  with  60  specialized  airfields 
and  smaller  municipal  airports.  City 
Airport  is  conveniently  located  near 
downtown,  offering  Pro  Air  scheduled 
flights  and  serving  private  and  corpo- 
rate planes  as  well. 

Railways 

With  a  new  state-of-the-art  freight  ter- 
minal in  its  future,  Greater  Detroit  offers 
six  major  rail  lines,  including  Amtrak, 
Conrail,  CN  North  America  (Grand 
Trunk  Northern),  Norfolk  Southern  and 

FUN  FACTS  ABOUT 
METROPOLITAN  DETROIT 

Detroit  .  .  . 

•  is  the  home  of  the  oldest  state 
fair  in  the  nation  (Michigan  State 
Fair,  1849). 

•  is  the  potato  chip  capital  of  the 
world. 

•  has  the  nation's  oldest  freshwater 
aquarium. 

•  has  the  world's  only  floating  post 
office  (The  J.  W.  Wescott  II). 

•  hosted  the  first  and  largest  ethnic 
festival  series  in  the  U.S. 

•  has  the  tallest  hotel  in  North 
America. 

•  has  the  most  registered  boaters 
in  America. 

•  boasts  the  largest  island  park 
within  any  city. 

•  is  one  of  the  five  largest  ports  in 
America. 

•  constructed  the  first  auto  traffic 
tunnel  between  two  nations. 

•  has  the  most  registered  bowlers 
in  America. 

•  has  more  public  golf  courses  ti    n 
any  other  city. 


CSX  Transportation. 
More  than  2,000  miles 
of  track  connect  South- 
eastern Michigan  with 
the  rest  of  the  country  - 
and  beyond. 

Ports 

The  Detroit  River 
and  its  bordering  waters 
rank  among  the  five 
busiest  commercial 
waterways  in  the  world, 


PETER  FLEMING 

Group  Executive 

ECONOMIC 
DEVELOPMENT 


nect  the  Greater  Detrcl 
area  with  most  oth| 
major  U.S.  cities. 

WHY  CHOOSE 
DETROIT? 

Ease  of  Doing  Busi  ne 

Mayor  Archer  ar 
his  administration  a:| 
reaching  out  to  busl 
nesspeople  and  inves] 
ors  of  all  kinds  anl 
bringing  together  botl 


and  Detroit  is  one  of  the  top  five  ports  the  talent  and  the  money  needed  tj 

in   America.    Foreign   and   domestic  help  rebuild  this  proud,  historic  cit 

freighters  travel  these  waters  daily  to  and  And  that  effort  is  beginning  to  be  reel 

from  more  than  100  ports  around  the  ognized  in  the  business  world.  Hi.\ 

globe.  The  Port  of  Detroit  is  fully  panic  Business  magazine,  for  example 

equipped  to  deal  with  all  kinds  of  cargo,  has  ranked  Detroit  among  the  top  fot 

and  handles  or  processes  approximately  places  for  Hispanic  entrepreneurs  tl 

30  million  tons  annually.  Recently  the  do  business. 

Detroit  River  was  among  14  in  the         The  Archer  administration  is  succesJ 

nation  that  were  designated  an  "Ameri-  fully  streamlining  government  procesrl 

can  Heritage  River"  by  President  Clin-  es  to  cut  red  tape.  In  fact,  the  admini: 

ton,  out  of  126  nominated.  tration  has  appointed  Peter  Fleming  i 

group  executive  with  primary  respons 

Highways  bility  for  coordinating  developmer 

Major  interstate  freeways  include  I-  efforts.  Fleming  notes,  "Mayor  Archt 

75,  which  runs  all  the  way  from  Upper  has  asked  me  to  serve  as  a  problem 

Michigan  to  southern  Florida,  as  well  as  solving  resource  for  all  developmer 

1-94  and  1-96,  which  run  east-west  issues.  I'm  ready  to  help  remove  an 

across  Michigan  to  Chicago  and  con-  roadblocks  you  may  encounter  and  I  ar 


Boating  on  Lake  St.  Clair 
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It's  not  just  where  we  build 

our  cars  and  trucks, 

it's  where  we  build 

our  future. 

Vtroit  is  the  heart  of  the  auto  industry.  And  for  nearly  a  century, 
.eneral  Motors  has  been  proud  to  make  its  home  in  the  heart  of 
Ktroit  The  city  is  our  foundation,  and  we're  working  to  make  it 
tr(mger  We're  revitalizing  the  Renaissance  Center,  the  site  of  our 
iobal  headquarters.  Improving  the  riverfront  and  the  downtown 

And  supporting  our  community's  cultural,  educational  and 
.usiness  efforts.  This  is  where  we  employ  thousands  of  men 
,1  women.  And  even  though  we're  all  people  in  motion, 
e  staying  right  here  in  Detroit. 

3J  General  Motors. 

HIWOIU    PONTMC     OLDSMOBitf     BU/CK 
/ww.gm.com 
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New  neighborhood  retail  development  (Riverbend  Plaza) 

in  daily  contact  with  all  the  city  depart-  businesses  in  establishing  a  presence  in 

ments  that  deal  with  economic  devel-  the  Detroit  region,  or  expanding  their 

opment.  In  short,  I'm  here  to  help  you."  markets  through  trade  alliances.  The 

The  Detroit  Regional  Economic  Part-  partnership   includes   representatives 

nership  is  also  committed  to  assisting  from  the  city  of  Detroit,  the  10  counties 


and  the  private  sector  to  assist  prospects 
in  getting  the  targeted  information  they 
need  to  make  an  informed  decision. 

An  Experienced  and  Educated 
Workforce 

An  abundant  supply  of  skilled  labor  is 
one  of  the  primary  considerations  in: 
choosing  Greater  Detroit  as  a  manufac- 
turing/business location.  There  are  more 
than  2.7  million  people  employed  in 
Detroit  and  its  ten-county  neighboring 
area.  Stable  and  well  educated,  the 
workforce  is  ready  and  able  to  adapt  to 
the  needs  of  today's  constandy  changing 
technological  innovations.  With  its 
broad  base  of  manufacturing  expertise, 
Detroit  is  exceptional  in  its  ability  to 
recruit  and  train  highly  skilled  person- 
nel. Greater  Detroit  employers  have 
access  to  graduates  from  excellent! 
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Hispanic  Business  magazine  has  ranked 
Detroit  among  the  top  four  places  £ 
Hispanic  entrepreneurs  to  do  business. 


BRENDA  L.  SCHNEIDER 

Vice  President 

BUSINESS  AND 

DEVELOPMENT 

SERVICES 

Comerica  Bank 


colleges  and  universities  such  as  the  Uni-  boom,  however,  along 

versiry  of  Michigan,  Michigan  State  with  General  Motors' 

University,  Wayne  State   University,  purchase  of  the  RenCen 

Oakland    University,    University    of  and    new    interest    in 

Detroit,  Mercy  and  Eastern  Michigan  older  properties,   may 

University,  to  note  a  few.  mean  that  the  bargains 

will  end,  as  more  and 

Affordable  Space  more    businesses    and 

Although  the  Society  of  Industrial  individuals  return  to  work  and  play  in  ship  of  Detroit  Mayor  Dennis  Archer 
and  Office  Realtors  has  ranked  Detroit  the  Motor  City.  and  the  many  public/private  partner- 
as  the  sixth-fastest-growing  market  in  Thinking  of  investing  in  Detroit's  ships  he  has  formed.  With  the  presence 
America,  office,  industrial  and  residen-  future?  Leaders  in  almost  every  field  of  of  a  federally  designated  Empowerment 
tial  land  and  buildings  remain  very  business,  industry,  service  and  politics  Zone  as  well  as  six  Renaissance  Zones, 
affordable.  Detroit's  recent  building  are  telling  us  that  today  Detroit  is  the      the  opportunities  in  Detroit  for  business 


nation's  role  model,  and 
getting  in  on  this  city's 
amazing  renaissance  is 
"just  good  business!" 

Brenda  L.  Schneider, 
a  Comerica  Bank  vice 
president  and  director  of 
Business  and  Develop- 
ment Services,  concurs: 
"Clearly,  Detroit  is  on 
an  economic  comeback. 
Private  investment  dol- 
lars are  flowing  into  our 
city,  thanks  in  large  part 
to  the  visionary  leader- 


Any  vehicular  manufacturer  with  plants  around  the  world  could  be 
neighbors  with  Dana  Corporation.  For  two  reasons.  There's  a  good 
chance  we  might  already  have  a  facility  there  supplying  innovative 
systems,  assemblies  and  components.  And  if  we  don't,  there's  a 


Hi,  NEIGHBOR. 


possibility  we  could  build  a  plant  next  door.  We 
go  to  the  ends  of  the  earth  to  be  responsive  to  our 


customers.  That's  what  good  neighbors  are  for.  That's  what  we're  here 
for.  Or  over  there  for.  We  do  whatever  our  customers  need  to  help  them 
get  to  the  future  ahead  of  schedule.  Be  it  cutting  inventory  and  invest- 
ment costs  or  speeding  up  the  time  it  takes  to  get  their  products  to  market. 
So  visit  us  at  www.dana.com  and  find  out  how  we  help  our  neighbors 
take  care  of  some  of  their  chores.  /2<sp?&  ftiu&no  /ffi^jfthsffky 
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We're  helping  celebrate 

the  United  Way's  50th  Anniversary 

in  its  hometown. ..Detroit. 


We  /ove  restoring  classics  like  the 
majestic  Detroit  Opera  House. 
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A  Black  Enterprise  cover  story  in  June 
concluded  that  "Metro  Detroit  is  on 

its  way  to  earning  world-class  status 
and  serving  as  a  hotbed  of  opportunities 
for  African  Americans." 

development  and  expansion  have  never  locate  to  or  expand  in 

been  greater.  In  my  more  than  20  years  Detroit  have  access  to  a 

of  professional  experience  serving  this  wide  variety  of  econom- 

community,  I  have  never  seen  as  high  a  ic    development    assis- 

demand  for  housing  and  business  devel-  tance  programs,  ranging 
opment  as  is  happening  now.  It's  truly  a 
sight  to  behold." 


JACQUELYN  D. 
VAUGHN 

President 

BOOKER  T. 

WASHINGTON 
BUSINESS  ASSOCIATION 


ASC    Inc.    and    man) 
more. 

In  addition,  Thysser 
Steel,   Bing  Steel   an 
Superb  Manufacturin 
Company  are   leadin 
their  fields  in  upgrading! 
and  expansion  projects. 

MAJOR 

OPPORTUNITIES 
FOR   MINORITY 
BUSINESS 

In  1997,  Industry  Week 
magazine  ranked  Detroii 


Business-Friendly  Tax  Policies 

The  city,  county  and  state  continue  to 


from  tax-reduction  plans  to  workforce  number  one  in  its  listing  of  199  world 
development  projects  under  the  Detroit  class  communities  based  on  manufactur- 
Empowerment  Zone  and  Michigan  ing  vitality.  A  Black  Enterprise  cover  story- 
Renaissance  Zone  programs.  in  June  concluded  that  "Metro  Detroit  if 

on  its  way  to  earning  world-class  status 
work  together  to  provide  tax  programs  Auto  Suppliers  Play  a  Big  Role,  Too  and  serving  as  a  hotbed  of  opportunities 
that  are  conducive  to  promoting  busi-  Of  the  top  1 50  original  equipment      for  African  Americans." 

ness  throughout  the  area.  Currently  in      manufacturers  in  North  America  sup-  Jacquelyn  D.  Vaughn,  president  of  the 

Detroit,  a  mayoral  task  force  is  investi-      plying  the  Big  Three  auto  companies,      Booker  T.  Washington  Business  Associa- 
gating  new  ways  to  reduce  tax  rates.  71  are  headquartered  in  the  Detroit      tion  (BTWBA),  is  equally  optimistic.  "As 

In  recent  years,  Michigan  has  made  area.  These  include  Delphi  Automotive  we  forge  ahead  into  the  next  millennium," 
bold  efforts  to  reform  its  tax  system,  Systems,  Lear  Seating  Corporation,  she  says,  "entrepreneurs  and  small  busi- 
resulting  in  considerable  across-the-board  Johnson  Controls  Automotive  Systems,  nesses  continue  to  be  the  focal  point  of 
savings  for  both  businesses  and  individ-  Robert  Bosch  Corporation,  DuPont  economic  growth  in  our  community.  The 
uals.  Detroit's  business  tax  programs  are  Automotive,  Dow  Chemical  Company,  main  focus  of  BTWBA  is  to  strengthen 
competitive  with  other  major  cities  across  Federal-Mogul  Corporation,  Hayes  the  entrepreneurial  spirit  of  Detroit's  citi- 
the  nation,  while  eligible  companies  that      Wheels  International,  MascoTech  Inc.,      zens  by  doing  everything  in  our  power  to 

assist  those  with  businesses  as  well  as  those 
who  wish  to  start  a  business." 


Detroit  Suits  Minority  Firms  Well 

Quoted  in  Hispanic  Business,  Lizabeth 
Ardisana,  a  prominent  local  business- 
woman, says,  "Detroit  is  a  great  city  for 
all  minorities  to  do  business  in  because 
here  we  have  the  advantage  of  being  able 
to  work  with  large  national  companies 
that  want  to  work  with  minority-owned 
businesses." 

Ardisana,  who  is  of  Cuban  descent, 
notes  that  there  are  an  extraordinary 
number  of  successful  minority  companies 


African  V.   ;id  Festival 
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Each  January.  Cobo  Center  hosts  The  North  American  International  Auto  Show. 


C.  BETH  DUNCOMBE 

President  and  CEO 

DETROIT  ECONOMIC 

GROWTH 

CORPORATION 


progress  is  beginning  ro  be  made, 
thanks  to  city  officials,  the  business 
community  and  many  people  behind 
the  scenes." 

AREA   BUSINESSPEOPLE 
BET  ON  CASINOS  FOR 
BIG-TIME  PAYOFFS 

Voters    overwhelmingly    approved 
them.  Many  labor,  religious  and  com- 
munity    leaders     supported     them. 
Detroit-area  businesses  are  looking  for- 
ward to  increased  oppor- 
tunities    provided    by 
them.    The    city    will 
enjoy  increased  revenues 
from  them,  which  will 
decrease  tax  burdens  on 
businesses  and  citizens. 

What  all  these  people 
and  organizations  are  so 
in  favor  of  are  the  three 
big-time  land-based  casi- 
nos Detroit  will  soon 
have  -  beginning  with 
temporary  facilities  and 
ending  with  permanent 


'  in  the  Detroit  area.  She  refers  particular-  The  O-J   Group,   is  a 

ly  to   Mexican   Industries,   Gonzalez  multi-carrier  transporta- 

Design  Engineering  in  Warren,  Munoz  tion  and  logistics  firm 

Machine  Products  Inc.  of  Livonia  and  encompassing  five  units 

Uni  Boring  Company  Inc.  of  Howell.  and  reporting  1997  rev- 

"To  be  considered  part  of  that  group  is  enue  of  $52.3  million, 

daunting,"  she  continued.  "Having  them  O-J    Transport    is    the 

around  to  look  up  to  is  a  privilege."  largest  unit,  representing 

66%  of  the  group's  rev- 
Opportunities  for  African  Americans  enue,  according  to  John 
and  More  James,  O-J  Group  presi- 

Derrick  Martin,  a  transplanted  Ari-  dent.  "The  newest  group 

zona  native,  says,  "In  Detroit  with  the  member,     Renaissance 

Big  Three  automakers,  the  doors  are  Global  Logistics,  Inc., 

wide  open.  You  see  more  professional  will  surpass  O-J  Transport  in  revenue  in      ones  by  2002.  The  casinos  are  scheduled 

blacks  here  and  that  gives  a  strong  sup-  the  first  year,"  James  was  quoted  as  saying      for  construction  on  approximately  57 

port  base,  broad  networking  avenues  in  Black  Enterprise.  A  300,000-square-foot      acres  near  rhe  Detroit  River  just  east  of 

and  refreshing  social  opporrunities."  assembly  and  shipping  plant  is  expected      downtown,  and  estimates  are  that  they 

Mel  Farr,  former  Detroit  Lions  foot-  to  employ  400  people  by  next  June.  will  bring  more  than  $1.5  billion  in  new 

ball  star  and  now  CEO  of  the  successful  Basel  Dalloul,  chairman  and  CEO  of      investment  to  the  area.  Work  on  the 

Mel  Farr  Automotive  Group,  believes  Magnet  Interactive  Group  Inc.,  says  that      temporary  casinos  will  provide  approx- 

that  Detroit  can  be  a  great  place  to  see  his  company  chose  Detroit  to  establish      imately  1,800  construction  jobs.  When 

business  ideas  take  off  in  the  future.  its  new  Midwest  hub  office  because  of     open  to  the  public,  the  casinos  will  offer 

Recently,  MPS  Group  Industrial  &  the  renaissance  that  was  going  on  in  the      an  estimated   5,000  direct  full-time 

Environmental  Services,  Inc.,  a  minority-  downtown  area  and  the  region.  "We      equivalent  jobs.  In  fact,  when  these 

business  enterprise,  joined  with  Philips  tend  to  gravitate  to  those  kinds  of  envi-      facilities  are  completed,  Detroit  will  be 

Services  in  a  venture  to  provide  industri-  ronments,"  he  notes.  The  company      the  largest  city  in  the  U.S.  offering  casi- 

al  environmental  cleaning  services  nation-  plans  to  employ  up  to  200  people  here      nos  as  a  part  of  its  entertainment  mix. 

wide.  Located  at  a  new  facility  in  the  within  the  next  18  months.  C.  Beth  DunCombe,  president  and 

Clark  Street  Technology  Park,  this  new  Detroit-based  political  analyst  Mario      CEO  of  Detroit  Economic  Growth  Cor- 

project  should  generate  40  to  60  new  Mprrow  told  Black  Enterprise  that  "the      poration,  thinks  Detroit's  new  entertain- 

posirions  and  continue  to  grow,  accord-  winds  of  change  are  blowing  through      ment  faciliries  will  be  a  boon  to  the  city, 

ing  to  MPS  President  Rod  Rickman.  the  city.  The  doors  have  opened,  the      "The  new  stadiums  and  land-based 

Another  minority  business  enterprise,  money  is  beginning  to  flow  in  and      casino  complexes  will  provide  Detroit 
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and  its  people  with  a 
wonderful  opportunity 
to  change  its  image, 
infrastructure  and  finan- 
cial stability  as  a  result  of 
the  recognized  synergy 
between  our  assets  and 
our  developing  assets," 
she  explains.  "These 
changes  are  very  exciting. 
Five  years  from  now, 
we'll  look  back  at  all  of 
this   development  and 


Site  Selection  has  named  Michigan 

the  number  one  state  for  new 
corporate  facilities  and  expansions. 


ALEX  YEMENIDJIAN 

President  and  COO 

MGM  GRAND,  INC. 


at  least  $419  million,  international  flavor  and  location.  Ii 

hiring  3,504  employees  boasts  a  wide  range  of  businesses  and 

and  developing  a  com-  residents  from  different  nations,  from 

plex  including  65,000  Africa  and  Europe  to  the  Middle  East 

square  feet  of  gaming  Asia  and  Central  and  South  America, 
space,  a  hotel,  conven- 

say  this  truly  is  a  great  time  in  Detroit."       tion  center,  theater  and  4,000  addition-  Oh  Canada! 

After  exhaustive  studies,  plans,  inter-  al  parking  spaces.  It  has  committed  to  Perhaps  the  Detroit  area's  biggest 
views,  presentations  and  deliberations,  $12  million  in  community  development  claim  to  international  fame  is  its  close- 
three  organizations,  backed  by  a  diverse  projects  over  a  seven-year  period.  working  relationship  with  Canada, 
range  of  investors,  have  been  selected  to  Located  south  of  the  city,  Canada  shares 
run  the  casinos:                                                 Detroit  Entertainment  LLC  (Atwater  the  shores  of  the  Detroit  River,  Lake  St. 

Circus  Circus)  will  invest  about  $480  Clair  and  portions  of  lakes  Erie  and 
MGM  Grand  Detroit,  LLC  will      million  and  employ  3,743  people,  as  well  Huron  with  Greater  Detroit.  Nowhere 
invest  more  than  $600  million  in  a      as  provide  a  hotel,  convention  center  and  else  in  the  world  will  you  find  a  two- 
casino  complex  with  75,000  square  feet      additional  parking  facilities.  Its  commit-  nation  international  celebration  that's  asi 
of  gaming  space,  a  luxury  hotel,  a  retail      ment  to  community  development  tops  large  as  the  Detroit/Windsor  Freedom 


Festival,  highlighted  by  the  biggest  fire- 
works display  on  the  North  American 
continent  each  summer.  Among  other 
international  activities  is  the  annual 
Detroit  Free  Press  Marathon  race  with 


shopping  area,  convention  center,  the-      $1 1.5  million  over  a  10-year  span. 

ater  and  approximately  4,000  parking 

spaces.  It  will  employ  about  3,300      IT  PAYS  TO   HAVE  (INTER- 

people.  MGM  Grand  will  also  invest      NATIONAL)   CONNECTIONS 

nearly  $50  million  in  community  devel-  For  business,  for  competition  or  for 

opment  projects  over  a  five-year  period,      just  plain  fun,  the  Detroit  area  has  an      its  starting  line  in  Windsor,  Ontario, 

"MGM  Grand's  commitment  to  edge  over  other  U.S.  cities  because  of  its  Canada,  and  its  finish  line  in  Detroit, 
building  in  Detroit  extends  beyond  plans 
for  a  first-class  resort.  We  also  expect  to 
construct  lasting  relationships  with  the 
people  and  organizations  in  the  Motor 
City,"  says  Alex  Yemenidjian,  president 
and  COO  of  MGM  Grand,  Inc. 

"Our  permanent  complex,  with  800 
rooms  and  extensive  entertainment, 
dining  and  gaming  facilities,  is  expected  to 
draw  more  than  four  million  customers 
annually.  We  also  plan  to  create  meaning- 
ful community  programs  in  Detroit, 
including  a  business  development  hind  for 
minority-  and  women-owned  businesses." 


Greektown  Casino,  LLC  will  spent 


Mayor  Archer  and  Deputy  Mayor  Freman  Hendrix  with  President  Clinton 
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ness  groups  have  traveled 
to  Canada,  Mexico, 
South  America,  Asia  and 
Europe  for  similar  pur- 
poses. "This  allows  us  to 


refurbishing  and  redeveloping  the  city 
since  Mayor  Archer  took  office. 


Sports  Activities  Are  Up  Downtown 

One  top  professional  sports  team  is 
showcase  our  attributes  already  playing  in  downtown  Detroit 
and  to  have  more  of  a  and  two  more  will  soon  be  joining  the 
global  presence,"  Mayor  ranks.  The  1997  and  1998  Stanley  Cup 
Archer  explains.  "It  is  all  championship  Red  Wings  hockey  team 
part  of  our  overall  effort  skates  at  the  Joe  Louis  Arena  (named  for 
Detroit's  heavyweight  boxing  legend) 
next  to  Cobo  Convention  Center.  The 
Detroit  Tigers  are  slated  to  throw  out  the 
first  pitch  in  2000  at  a  brand-new  stadi- 
um that  will  feature  a  26-foot  sunken 
field  design  with  an  open  center  field 
that  allows  fans  a  spectacular  view  of  the 


to  increase  international 
links  with  the  Detroit 


region. 

The  biggest  local  busi- 
ness news  of  1998  was 
the  merger  between 
Chrysler    Corporation 


Detroit  Tigers 

International  Travel  and  Commerce 

More  than  half  of  all  international 
commerce  between  the  U.S.  and 
Canada  passes  through  the  Detroit  area 
via  the  Ambassador  Bridge,  Blue  Water 
Bridge,  Detroit-Windsor  train  and  auto 
tunnels  and  river  barges.  In  fact,  more 
than  16  million  people  in  10  million 
vehicles  cross  the  Windsor-Detroit 
border  every  year,  and  the  numbers  con- 
tinue to  grow. 

World  Trade  Promotion 
Keeps  on  Rolling 

Just  this  year,  Mayor  Archer  accom- 
panied President  and  Mrs.  Clinton 
(along  with  one  of  the  Detroit  area's 
U.S.  representatives,  John  Conyers)  on 
a  goodwill  and  trade  mission  to  Africa. 
This  visit  was  the  impetus  for  an 
upcoming  trade  mission  to  encourage 
commerce  between  Africa  and  the 
Detroit  region. 

During  recent  years,  several  Detroit  busi- 


and        Daimler-Benz,  downtown  Detroit  skyline.  Right  next 

which     has     required  door,  the  Detroit  Lions  will  soon  kick  off 

building  and  retooling  construction  of  a  new  domed  stadium. 
Detroit  area  plants  and 

facilities  to  the  tune  of  Tourism  Is  Already  on  the  Rise 

more  than  $2.1  billion  In  1997,  16  million  visitors  pumped 

so  far.  This  combination  leads  a  new  trend  $4. 1  billion  into  metro  Detroit's  local 

that  is  expected  to  change  the  face  and  the  economy,  generating  72,000  jobs  in  the 

future  of  the  world's  auto  industry  in  the  tri-county  area.  The  number  of  visitors 

21st  century.  It  provides  Chrysler  greater  has  climbed  40%,  and  visitor  spending 

access  to  European  and  other  world  mar-  has  increased  28%  since  1992,  accord- 

kets  and  Mercedes-Benz  a  bigger  oppor-  ing  to  the  Metropolitan  Detroit  Con- 

tunity  in  NJorth  America.  All  of  which  vention  &  Visitors  Bureau  (MDCVB.) 

proves  that  if  you  do  business  with  the  The  MDCVB  also  reports  the  largest 


auto  industry,  you  need 
to  be  in  Detroit. 

DOWNTOWN   IS 
LOOKING   UP! 

In  addition  to  the 
outstanding  changes 
and  growth  throughout 
southeastern  Michigan, 
Detroit  itself  is  taking 
on  a  fresh  new  look  in 
many  areas.  More  than 
$9  billion  in  private 
investments,  as  well  as 
new  building  projects, 
has  been  committed  to 


CHRISTINA 
LOVIO-GEORGE 

Chairman 

METROPOLITAN 

DETROIT 

CONVENTION  & 

VISITORS  BUREAU 


number  of  upcoming 
city-wide  meetings  and 
conventions  in  the  city's 
recent  history. 

"Our  mission  is  to 
fuel  economic  develop- 
ment in  metro  Detroit 
by  increasing  the 
number  of  visitors  and 
visitor  dollars  spent 
here,"  says  MDCVB 
Chairman  Christina 
Lovio-George.  "The 
plethora  of  new  tourism 
offerings  on  Detroit's 
horizon    make    it    an 
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Entrepreneur  ranked 
Detroit  as  the  numbe 


two  large  city  in  the 
U.S.  for  small  business  t 


from  the  National  Park  Service  in  focus  i  I 
ing  attention  on  the  cultural  institu-i  I 
tions,  historic  sights  and  educational 
activities  in  the  area  that  are  connected  1 
to  the  auto  industry.  It  was  recentl) 
announced  that  the  Motor  Sports  Hal 
of  Fame  will  locate  its  new  building  at 
the  Michigan  state  fairgrounds. 
excitingtimetomarketthisregion.lt      introduced  a  bill  recently  passed  by         Also  drawing  visitors  is  the  downtown 
truly  is  a  great  time  in  Detroit."  Congress  designating  Southeast  Michi-      theater  district,  which  proudly  claims: 

In  another  effort  to  encourage  visi-      gan  "the  Automobile  National  Heritage      the  Detroit  Opera  House,  the  newest- 
tors,  U.S.  Representative  John  Dingell      Area."  The  designation  comes  with  help      venue  in  the  area,  and  several  other 

refurbished  theaters  of  varying  capaci 
ties  and  programs. 


Neeme  Jarvi  and  the  Detroit  Symphony  Orchestra  recently  completed 
a  highly  successful  European  tour. 


'^mmmtmrnmrntammmmmmmmmmmmmmmmmammmm 


For  prosperity. 

For  revitalization. 

For  business. 

For  you.  For  life. 

For  quality  of  life. 
For  success. 
For  growth. 

Detroit  is  a  great  place  to  do  business.  And  were  proud  to  be  a  part  of 
its  growth  and  prosperity.  For  nearly  60  years,  Blue  Cross  Blue  Shield 
of  Michigan  has  provided  health  care  for  Detroiters  with  a  range  of 
traditional  and  managed  care  products.  Thanks,  Detroit.  For  everything. 


Blue  Cross  Blue  Shield  of  Michigan  and  Blue  Care  Netwoik  .ire  independent  licensees  of  the 
Blue  Cross  and  Blue  Shield  Association.  ©1998  Blue  Cross  Blue  Shield  of  Michigan 


A  New  Downtown  Is  on  the  Way 

The  rebirth  of  the  city's  downtown 
also  holds  promise  for  businesses  and 
families.  The  Campus  Martius  project  — 
a  9.2-acre  development  in  the  center  of 
downtown  Detroit  —  will  include  a 
$500  million  office  and  retail  complex, 
as  well  as  residences  and  a  two-acre 
park.  More  than  500  lofts  are  already 
occupied,  offering  increased  safety, 
open,  modern  living  facilities  and  very 
affordable  rents.  In  the  plans  for  the 
next  few  years  are  1.5  million  square  feet 
of  office  space,  600,000  feet  of  retail 
space  and  a  500-room  hotel.  The  Aver- 
hill  Park  project  is  also  beginning  to 
build  and  renovate  many  Detroit  neigh- 
borhood areas,  including  a  340-acre 
parcel  bordering  Grosse  Pointe  Park. 

Just  north  of  the  downtown  area, 
Orchestra  Place,  an  $80  million  project, 
includes  new  offices  for  the  Detroit 
Symphony  Orchestra,  an  expansion  of 
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Orchestra  Hall  and  the  construction  of 
a  performing  arts  high  school  for  the 
Detroit  public  schools. 

NEW  CONSTRUCTION   AT 
WAYNE  STATE  UNIVERSITY 

The  campus'  original  building,  Old 
Main,  has  undergone  a  S46  million  ren- 
ovation to  become  a  fine  arts  complex 
housing  classrooms,  performing  arts  stu- 
dios and  a  planetarium.  New  student 
housing  includes  an  1 1 -story  building 
with  300  university  apartments.  The 
College  of  Pharmacy  and  Allied  Profes- 
sions has  a  new  $64  million  home,  and 
a  256,000-square-foot  undergraduate 
library  was  completed  last  year.  Total 
investment  in  these  and  other  WSU 
projects  exceeds  SI 50  million. 

Wayne  State  University's  newly  inau- 
gurated president,  Dr.  Irvin  D.  Reid, 
describes  the  close  relationship  between 
the  university  and  the  city:  "We  under- 
stand that  Wayne  State  University 
depends  upon  Detroit  and  that  Detroit 
draws  strength  from  us.  We  believe  that 
it  is  indeed  a  great  time  in  Detroit. 
Whether  we  are  educating  the  work- 
force of  today,  tomorrow,  or  contribut- 
ing to  the  quality  of  life  -  through 
advancing  the  state  of  health  science  and 
health  care,  community  outreach  pro- 
grams, or  our  numerous  contributions 


DR.  IRVIN  D.  REID 

President 

WAYNE  STATE   : 
UNIVERSITY 


Of  the  top  150  original  equipment 

manufacturers  in  North  America  supplying 
the  Big  Three  auto  companies,  71  are 

headquartered  in  the  Detroit  area. 


Look  what's 
developing  in  Detroit. 

Detroit  is  changing.  And  NBD  is  dedicated  to  being  part  of  it.  We 
donate  millions  of  dollars  and  volunteer  many  hours  to  organizations  like 
Gleaners  Community  Food  Bank,  Focus:  HOPE  and  the  Detroit  Institute  of 
Arts.  We  have  thousands  of  employees  working  in  the  city.  And  last  year,  we 
loaned  over  $800  million  to  businesses  and  residents.  As  we 


w© 

become  Bank  One,  our  commitment  to  Detroit  will  continue.    £^J  l£$ 
With  dedication  like  that,  who  knows  what  could  develop?     that  ■ 


©1998  NBD  Bank,  Member  FDIC 
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DETROIT  SYMPHONY  ORCHESTRA 

We  remain  one  of  the  largest  corporate  contributors 
to  this  city  icon. 


DETROIT  FESTIV 
OF  THE  ART.'f 

We're  the  title  sponsor  of  this 
cultural  initiative  for  the  c  I 


-  si 


THANKSGIVING  DAY  PARADE 

We  are  the  largest  contributor  to  the  city's 
most  traditional  holiday  event. 


Chrysler  Corporation  has  been  committed  facilities  for  this  great  city.  Although  these 

to  the  city  of  Detroit  since   1925.  However,  produce   great   products   such   as  JeepK   ' 

since  1992  we  have  renewed  our  involvement  Cherokee,  Plymouth  Prowler,  and  Dodge  ,  i 

by  investing  over  $6  billion  in  manufacturing  business  isn't  our  only  concern.  In  fact, 


DETROIT  INSTITUTE 

OF  ARTS 

We  brought  the  "Angels  from  the  Vatican" 

exhibit  as  well  as  "Splendors  of  Ancient  Egypt' 

to  the  people  of  Detroit. 


1 


AAICHIGAN   OPERA  THEATRE 

In  addition  to  regular  contributions,  we  also  sponsor 
the  Chrysler  Dance  series. 


AAUSEUAA 

OF  AFRICAN 

AMERICAN   HISTORY 

In  addition  to  underwriting 

its  opening,  we  also  funded  the 

construction  of  the  Charles  H.  Wright 

educational  repository. 


GOLD  CUP  RACES 

'•  • .  Sponsored  by  us  and 

''annually  draws  500,000 
people  to  the  city. 


NEON   CHARITY 
CHALLENGE 

As  part  of  the  Detroit  Grand  Prix, 
we've  raised  nearly  $400,000 
for  the  Police  Athletic  League. 


is  dedicated  to  the  quality  of  life  in  Detroit, 
e  invested  in  everything  from  the  arts  to 
y-oriented  events.  After  all,  the  Detroit  area 
>een  our  home  for  over  70  years. 


GREAT  CARS. 
GREAT  TRUCKS. 

&  CHRYSLER  CORPORATION 


- 
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Renaissance  Global  Logistics,  part  of  the  0-J  Group 


to  the  cultural  scene  —  Wayne  State  Uni- 
versity will  be  a  partner  on  which  you 
can  rely." 

WHAT'S  DEVELOPING  IN 
AND  AROUND  DETROIT 


WorldTrade  magazine| 
ranks  Detroit  first  amon| 
U.S.  metro  areas  ii 
exporting  for  1997. 

the  rise.  For  example,  the  values  of  resi- 
dential and  commercial  properties  along! 
one  Detroit  region  interstate  corridorl 
have  increased  twice  as  much  as  any| 
other  in  the  U.S. 

Business  leaders  in  metropolitan! 
Detroit's  construction,  retail,  financial; 
and  automotive  industries  speak  enthu-l 
siastically  about  the  prospects  both  this] 
year  and  beyond.  J.  T.  Battenberg  111,1 
president  of  Delphi  Automotive  Sys^l 
terns,  says,  "Delphi  is  a  global  company,! 
but  we  have  strong  roots  in  the  greater! 
Detroit  area.  Our  new  customer  center  I 
and  worldwide  headquarters  is  in  metro! 
Detroit,  and  I  think  that  speaks  well  fori 
the  area's  tremendous  potential.  The! 


Private  Investment  and  Property 
Values  Soar 

Detroit  has  seen  more  than  $9  billion      automotive  world  brings  its  issues  to  the 
in  new  private  investment  since  1994.      Motor  City  .  .  .  and  the  Motor  City 
From  downtown  Detroit  to  Oakland,      responds  with  global  solutions." 
Macomb,  Wayne  and  Washtenaw  coun-  GM's  Cullen  concurs.  "When  we 

Detroit  and  its  neighboring  com-      ties  -  and  in  many  other  neighboring      decided  to  move  our  global  headquar- 

munities  led  the  state  of  Michigan  -      communities  -  property  values  are  on      ters,  we  considered  many  locations.  We 

which  led  the  nation  -  in  attracting 

new  office  and  industrial  development 

in  1997.  Overall,  construction  projects 

are  up  more  than   50%.  Although 

much  of  this  development  has  been 

recorded  by  major  corporations,  small 

businesses  and  entrepreneurs  continue 

to    be    the   backbone   of  economic 

growth.  The  strengthening  economy  is 

reflected  in  Detroit's  improved  credit 

ratings.  Moody's  rates  the  city  above 

investment    grade    and    last    month 

moved  it  up  from  Baa  2  to  Baa  1. 

Fitch  Investors'  services  and  Standard 

&  Poor's  Corporation  give  Detroit  a 

BBB+.  Detroit  People  Mover 


The  power  to  simplify: 


Sometimes,  it  means  being  the  first  to 
tell  people  when  you  change  direction. 


Delphi  Automotive  Systems  developed  the  first  turn  signal  as  a  way  for  one 
driver  to  interact  with  another  back  in  1939.  Today,  Delphi  is  using  advanced 
electronics  to  develop  "smart"  new  systems  that  can  interact  with  the  entire 
vehicle.  Collision  Warning  Systems  like  our  Forewarn"6  use  object  detection 
sensors  to  warn  drivers  of  potential  problems  and  take  action  to  reduce  the 
threat  of  a  possible  collision.  As  the  most  diverse  manufacturer  of  automotive 
components,  integrated  systems  and  modules,  Delphi  is  uniquely  positioned 
to  develop  the  smart  systems  of  tomorrow.  To  interact  with  us,  visit 
www.delphiauto.com. 


Automotive  Systems 


Advertisement  32 


elected  to  remain  in  the  city  of  Detroit 
because  we  believe  it  is  important  to 
demonstrate  our  commitment  to  the 
place  where  our  company  originated  90 
years  ago.  And  because  of  our  confi- 
dence in  the  city's  future,  we  wanted  to 
remain  at  the  epicenter  of  the  world's 
most  powerful  manufacturing  cluster," 
he  says.  GM  has  also  committed  to  a 
$250  million  expansion  of  its  Detroit- 
Hamtramck  Cadillac  assembly  plant. 
And  jointly  with  the  United  Auto 
Workers,  the  company  is  building  a  new 
training  center  on  the  Detroit  river. 

Diversification  Is  the  Key 

Metro  Detroit's  new  development  is 
widely  diversified.  Robert  Bosch  Cor- 
poration of  Germany  is  building  a  $37 
million  brake  division  headquarters  and 
research/development  center  in  Farm- 
ington  Hills.  Auto  industry  suppliers, 
including  American  Axle,  Superb  Man- 


ufacturing Company,  O-J  Transport 
Company  and  Thyssen  Steel,  are  among 
those  continuing  construction  and/or 
expansion  in  order  to  serve  the  industry 
even  better. 

In  the  field  of  technology,  neighbor- 
ing Oakland  County  recendy  earned  the 
reputation  as  the  state's  leading  center  of 


The  Detroit  region  was  recently  ranked  by 
an  independent  national  research  firm  as 


one  of  the  top  10  areas  in  the  U.S.  for 


providing  a  "secure  lifestyle." 


The  International  Freedom  Festival  c      -rates  the  birthdays  of  Canada  and  the  U.S. 


manufacturing  technology.  Hay 
Wheels  International  of  Romulus 
planning  a  new  $20  million,  150,00' 
square-foot  world  headquarters  compl< 
in  a  64-acre  technology  park  in  neart 
Northville  Township.  FEV  Engine  Ted 
nology  Inc.,  a  German  automotive  sup 
plier,  is  constructing  a  new  technic 
center  on  five  acres  in  Auburn  Hills. 

When  it  comes  to  retailing,  Kmart 
building  new  superstores  on  the  w& 
side  of  Detroit  and  in  a  southei 
suburb,  and  is  scouting  even  mo 
building  sites  in  the  area.  The  upsca 
Somerset  Collection  in  the  northei 
suburbs  has  experienced  record  sales. 

In  offices,  the  Kojaian  Companies 
planning  a  $150  million,  one-millioi 
square-foot  new  office  space  in  t\ 
nearby  suburbs  of  Livonia  and  Tro 
with  another  600,000  square  feet  i 
follow  in  other  local  areas. 

Burton  Farbman  of  The  Farbma 
Companies  recently  stated:  "I  see  nod 
ing  but  great  things  [for  the  Detro 
area]  for  the  next  five  years,  based  on  d 
needs  and  length  of  time  it  will  take  I 
catch  up  with  current  demand.  In  tl 
short  term,  building  sales  continue  to  I 
brisk  as  landlords  capitalize  on  hig 
vacancies  and  rising  rents.  Look  for  coi 
tinued     interest    from    out-of-tow 


do  now. 


For  more  information,  call  1-888-GO-KELLY,  or  visit  us  at  www.kellyservices.com 


0  1998  Kelly  Services,  Inc.  All  rights  reserved.  An  equal  opportunity  employer 


SERVICES 
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Henry  Ford  Museum 


investors,  whose  regard  for  metroj 
Detroit  real  estate  continues  to  rise.  Inj 
the  long  term,  expect  significant  new 
construction  to  support  pent-up 
demand  for  office  buildings,  and  strong 
investment  from  local  institutional, 
investors." 

! 
New  Investors  "Discover"  Detroit 

Many  local,  national  and  internation-i 
al  investors  are  discovering  the  excitingt! 
new  potential  in  Metro  Detroit.  It  isij 
estimated  that  the  Detroit  area  building 
boom  will  create  about  3,000  new  jobs; 
by  the  year  2000.  There  should  be« 
about  18,500  new  state  of  Michigan 
jobs  in  all  construction  categories, 
including  almost  11,000  in  Detroit 
alone.  In  short,  it's  time  for  investors  to< 
get  on  the  bandwagon  as  Detroit  area* 
development  really  starts  to  move! 


GLOBAL   COMPETITION. 

SQUEEZED    PROFITS. 

TECHNOLOGICAL   DEMANDS. 

TODAY,   YOU    NEED   MORE 

FROM    YOUR    BANK   TO    GET 

YOU    WHERE   YOU'RE    GOING. 

No  matter  where  in  the  world  your  business  or 
industry  takes  you,  National  City  will  have  the  financial 
resources  waiting  to  be  put  behind  your  business  — from 
cash  management  to  international  banking. 

Our  team  of  veteran  corporate  bankers  does  more 
than  react  to  your  needs;  they  anticipate  them.  With  a 
dominant  Midwest  presence,  we're  one  of  the  strongest 
banks  in  the  nation.  We  can  deliver  the  products  and  ser- 
vices you  need  wherever  and  whenever  you  need  than. 

Start  working  with  a  bank  that  can  fuel  your 
business  as  far  as  your  imagination  can  take  you. 
Call  National  City  today. 

National  City 

FOLLOW    YOUR    OWN    LEAD- 
Mrww.nattonal-dty.com   •   Member  FDIC   •   ©1998,  National  City  Corporation 
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9ETR0IT,  JUST  FOR  THE 
FUN  OF  IT 

*  The  workday  is  over.  The  weekend  is 
here.  Irs  vacation  time  in  Motown. 
i  Ernest  Burkeen,  director  of  the  city's 
-ecreation  department  says,  "As  Detroit 
jelebrates  the  economic  resurgence  you've 
oeen  reading  about,  people  are  taking  a 
mew  look  at  our  leisure  opportunities. 
Economics  and  leisure  go  hand  in  hand. 
}Parks  and  green  space  attract  business  and 
♦homeowners  to  a  community,  and  vice 
versa.  People  who  are  investing  in  the 
'community  insist  on  world-class  recre- 
ational facilities  and  programs. 

"Thanks  to  the  tremendous  efforts  of 
Mayor  Archer,   Detroit's   Recreation      of  corporate  sponsors  and  four  neigh-      activities  reaching  thousands  of  young- 
iDepartment    is    involved    with    new      borhood  centers  through  a  coalition  of     sters.  We  are  on  a  roll  and  we  both  enjoy 
[public/private  partnerships  for  enhanc-      foundations.  Empowerment  Zone  proj-      it  and  accept  the  challenge." 
ling  leisure  opportunities.  Over  30  parks      ects  account  for  new  after-school,  arts,  So  what  in  the  world  is  there  to  do  in 

have  been  renovated  through  a  coalition      roving  leadership  and  drop-in  center      a  city  like  Detroit?  Just  about  everything 

you  could  possibly  think  of,  at  any  time 

Detroit's  Cobo  Center  plays  host  to  the  North  of  che  year' whether  the  Great  Lakes  are 

liquid  or  frozen  solid.  Here's  a  smatter- 

American  International  Auto  Show  every  January.    ins of  the  g°od  life  - leisuretime  activ- 

ities  people  enjoy  wherever  they  are  in 

Ranked  among  the  world's  top  three  auto  shows, 


The  Montreux  Jazz  Festival  is  the  biggest  tree  concert  in  North  America. 


and  around  Detroit. 


it  brings  an  average  of  three  quarters  of  a  million 
people  into  downtown  Detroit  annually. 


The  Fox  Theatre  anchors  a  theater  district  second  only  to  New  York's  in  number  of  seats. 


Music 

Check  out  the  world-renowned 
Detroit  Symphony  Orchestra  (DSO) 
under  the  direction  of  Neeme  Jarvi  at 
the  acoustically  splendid,  beautifully 
restored  Orchestra  Hall  on  the  southern 
edge  of  the  city's  Cultural  Center.  See 
and  hear  famed  musicians  and  voices 
from  around  the  world  perform  at  the 
newly  renovated  Detroit  Opera  House. 

In  summertime  the  action  moves 
outdoors.  You  can  hear  the  DSO  -  and 
many  big-name  entertainers  -  at 
Meadow  Brook  Music  Festival  on  the 
Oakland  University  campus,  or  at  Pine 
Knob,  a  large  outdoor  venue  north  of 
Detroit.  In  the  city  itself,  attend  a  great 
concert  at  Chene  Park  Theater,  a 
unique    5,500-seat   "outdoor"   park/ 


Last  weekend  Ed  gave  up. the  "couch  potato"  routine  for  good. 


He  traded  his  easy  chair  in  front  of  the  TV  for  a  captain's  chair  in  his  new  Ford  Expedition. 


course,  Ed  still  likes  to  sit  back  in  comfort  and  enjoy  a  good  adventure.  But  now  he  can  do  i 

a  den  all  the  neighbors  will  envy. 


Industry  Exclusive: 
New  available  power  adjustable  pedals 
for  improved  driving  comfort! 

*^^et!t' mC0TEao0J15^aodruPublished  S  data  "The  Ford  E*Pedit,on  was  the  highest  ranked  Full-Size  Sport  Utility  Vehicle  in  J.D.  Power  and  Ass 

1998  Initial  Quality  Study  2    Study  based  on  a  tota  mer  responses  indicating  owner-reported  problems  during  the  first  90  days  of  ownership. 
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New  1999  Ford  Expedition 

Ranked  "Best  Full-Size  Sport  Utility  Vehicle  in  Initial  Quality"  byJ.D.  Power 

and  Associates''   Available  removable  fold-flat  third-row  seat  with  new  roller  system. 

Available  5.4L  Triton1^  V8  engine.    Expedition  is  a  Low  Emissions  Vehicle 

that  runs  cleaner  than  most  passenger  cars  on  the  road  today. 


1-800-258-FORDor 

www.fordvehicles.com 


Advertisement  38 


Greater  Detroit  offers  businesses  and  . 

investors  all  the  ingredients  for  success 
a  sophisticated  and  diversified 


transportation  system,  an  expenencec 
workforce,  a  commitment  on  the  part 

of  local  and  state  government  to  heir, 
businesses  and  industries,  and  tax 

policies  aimed  at  helping  them  grow 


Greektown 

theater  on  the  shores  of  the  Detroit 
River.  Almost  anytime,  you  can  find  a 
touring  musical  or  a  first-run  play  at 
the  Masonic  Temple  Theater,  Music 
Hall,  Fisher  Theater,  Gem  Theater,  as 
well  as  many  other  showplaces  in  the 
area.  Only  New  York  has  more  seats 
than  Detroit's  Theater  District.  By  the 
way,  the  Gem  Theater  was  recently 
moved  intact  -  the  largest,  heaviest 
building  ever  relocated  in  its  entirety, 
according  to  the  Guiness  Book  of 
World  Records  -  to  make  room  for 
Detroit's  new  sports  stadiums. 

If  you're  a  jazz  aficionado,  don't  miss 
the  Montreux  Jazz  Festival  -  the  biggest 
free  concert  in  North  America  -  down- 
town on  the  riverfront  or  the  many  jazz 
concerts  and  performances  iround  town 
featuring  popular  performers  from 
around  the  world.  Like  country/western 
music?  Check  out  the  Downtown  Hoe- 
down,  among  others. 


Museums 

The  Detroit  Institute 
of  Arts  is  the  largest  fine 
arts  museum  in  Michi- 
gan and  the  fifth  largest 
in  the  U.S.,  featuring 
more  than  1 00  galleries 
and  thousands  of  works 
from  all  parts  of  the  world.  And  when 
you  take  a  ride  on 
Detroit's  unique  above- 
ground  People  Mover, 
you'll  be  sure  to  see 
some  fantastic  original 
art  at  every  station. 

The  Detroit  area 
offers  nearly  100 
museums  and  galleries 
open  to  the  public. 
Henry  Ford  Museum 
and  Greenfield  Village 
is  the  most  visited 
indoor/outdoor  histor- 
ical complex  in  North 
America.  You  will  need 
at  least  two  days  to 
fully  explore  this  100- 
acre  museum  and  the 
village's  80-plus  his- 
toric structures,  includ- 
ing a  legacy  of  auto- 


mobiles from  Henry  Ford's  first  horse 
less  carriage  to  today's  sleek  sports  cars 
the  home  where  Noah  Webster  wrot 
the  first  American  dictionary;  Thoma 
Edison's  Menlo  Park  laboratory;  and  th 
Wright  Brothers'  bicycle  shop. 

The  Dossin  Great  Lakes  Museum  oi 
Belle  Isle  is  of  great  interest  to  boatin; 
enthusiasts.  The  Motown  Historica 


The  Detroit  Grand  Prix  is  held  on  a  unique  course 
on  Belle  Isle. 


Jfa  the  heart, 

from  the  heart. 


The  St.  John  Health  System  Cardiovascular  Institute  is  an  institute  without  walls. 
No  confinements  to  the  cure  of  an  ailing  heart.  Nothing  to  limit  us  in  keeping  our 
neighbors '  hearts  beating  strong.  Beyond  the  technological  value  of  cardiac  treatment 
is  our  continuum  of  care.  For  it  is  in  our  three-phase  cardiac  rehabilitation 
program  where  you  are  tndy  healed.  In  this  program,  we  guide  and  counsel  you 
and  your  family  throughout  the  heart-healing  process,  with  support  and  education  for 
the  lasting  quality  of  your  life-today  and  always. 
Beat  strong,  healthy  heart.  Beat  strong. 


Health  System 


We're  answering  the  call 


Cardiovascular 


Institute 


St.  John  Hospital  and  Medical  Center  •  St.  John  Detroit  Rivewiew  Hospital  •  St.  John  Holy  Cross  Saratoga  Hospital 
St.  John  Macomb  Hospital  •  St.  John  River  District  Hospital  •  St.  John  Oakland  Hospital 

For  more  information  or  a  referral  to  one  of  our  heart  specialists,  call  our  HealthLine  at  (888)  757-5463- 


Are  rich  people 
taller  than  the 
rest  of  us?  Was 
the  sun  created 


their  enjoyment? 
oved  ones  more 


of  an  air  bag? 
he   only  car 


Buick     Century     comes 

quipped  with  luxuries  for  under  $20,000: 

lly  loaded  for  under  $24,000.  With  lots 

of   standard    features    you'd    have    to    pay 

extra  for  oh  many  other  cars,  just  so  other 

car  companies  know,  yes,  it  is  possible. 


CT.    MA    and    NY     ""Always    usr    safety    be!'.> 
on.  C199S  GM  Corp.  All  rights  reserved.   ;  qu  ! 

vw.buiCc.com     or     call     i  800  4ABUICK     !  *~*  i 


P£+ 


<ftaK 


V 


traction  control 

three  feet  of  legroom 

V6  engine 

ABS  brakes 

remote  keyless  entry 

tire  pressure  monitor 

dual  Next  Generation  air  bags* 

optional  electric  Astroroof 

optional  dual  zone  climate  control 


A     luxury     car     for 
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The  Detroit  Lions  will  soon  be  moving  from  the  Pontiac  Silverdome  to  downtown  Detroit. 


Museum,  also  known  as  Hitsville 
U.S.A.,  was  the  original  recording 
studio  for  Motown  records  and  its 
stars,  including  Michael  Jackson,  Diana 
Ross,  Smokey  Robinson,  The  Tempta- 
tions, Stevie  Wonder  and  others.  Jazz 
lovers  are  inspired  at  the  Graystone 
International  Jazz  Museum.  Cranbrook 
educational  complex  offers  two  muse- 
ums: the  Cranbrook  Science  Museum 
and  Cranbrook  Academy  of  Art. 

The  all-new  Charles  H.  Wright 
Museum  of  African  American  History 
is  considered  to  be  the  largest  and  most 
complete  museum  of  its  kind  anywhere 
in  the  world.  The  Holocaust  Memorial 
Center  preserves  a  wealth  of  Jewish  cul- 
ture and  history.  The  Detroit  Historical 
Museum  takes  you  through  the  story  of 
this  city  from  discovery  to  the  present, 
and  also  includes  a  unique  exhibit  fea- 
turing part  of  the  assembly  line  from  a 
historic  automobile  factory.  The  Chil- 
dren's Museum  is  a  picturesque  man- 
sion filled  with  science  exhibits  and 
hands-on  arts  activities  for  young 
people.  For  science  buffs,  there's  the 
amazing  Detroit  Science  Center,  which 
will  soon  double  in  size  to  90,000 
square  feet,  featuring  a  see-thn  ugh 
structure,  a  new  planetarium  aru 
theme-park-style  motion  simulator. 


For  Laughs 

After  dark  there's  lively  comedy  at  the 
world-renowned  Second  City.  Be  enter- 
tained by  live  artists  in  Detroit's 
acclaimed  theater  district,  including  the 


newly  renovated  Fox  Theatre  (a  show 
place  in  itself).  Within  the  city  limit 
alone  there  are  more  than  10  live  the 
aters  from  which  to  select.  And  Detroi 
boasts  the  world's  second-largest  movi 
theater. 

Restaurants  and  Entertainment 

There  are  literally  hundreds  of  night 
clubs  and  restaurants  offering  a  wid 
choice  of  nighdy  musical  entertainment 

Take  a  stroll  through  Greektown  v 
walk  off  a  great  dinner  at  one  of  th 
fine  restaurants  on  Monroe  Street.  Visi 
Mexican  Town,  Rivertown  and  Brio 
Town  for  special  taste-temptinr 
delights.  Take  a  73-story  elevator  ride  t<i 
a  revolving  restaurant  atop  the  Renaisi 
sance  Center  to  see  a  splendid  aeria 
panoramic  view  of  Greater  Detroit. 


Although  the  Society  of  Industrial  and 


Office  Realtors  has  ranked  Detroit  as  the 


sixth-fastest-growing  market  in  America, 


office,  industrial  and  residential  lane 


and  buildings  remain  very  affordable 


^  CENTURY  OF.. 


PEOPLE  SERVING  CUSTOMERS 
THROUGH  MANUFACTURING  MASTERY 


POWERTRAIN  SYSTEMS  •  SEALING  SYSTEMS  •  GENERAL  PRODUCTS 


In  1899,  Federal-Mogul  began  its  opera- 
tions in  a  four-story  building  on  Woodward 
Avenue  near  the  Detroit  River.  Today  as  a 
$7  billion  global  leader  in  the  automotive 
industry,  Federal-Mogul  is  a  dynamic 


organization  proud  to  call  Metro  Detroit 
home.  With  56,000  employees  worldwide, 
Federal-Mogul  celebrates  100-years 
of  people  serving  customers  through 
manufacturing  mastery. 


©  FEDERAL 
w  MOGUL 


Visit  Our  Website  at: 
www.federai-mogul.com 


World  Headquarters 
26555  Northwestern  Highway 
Southfield,  Michigan  48034 
Phone:  248  354-7700 


Proud  supporters  of 


BIG  BROTHERS  BIG  SISTERS 

OF  METROPOLITAN  DETROIT 
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The  Diego  Rivera  mural  at  the  Detroit  Institute  of  Arts 


Family  Fun 

There's  something  for  everyone,  young 
or  old,  at  Belle  Isle,  the  largest  city  island 
park  in  the  U.S.  Here  you  can  go  boat- 
ing, swim,  play  volleyball,  basketball, 
golf,  tennis  or  soccer;  peddle  bikes,  walk, 
run  or  jog  to  keep  in  shape;  ice-skate  or 
cross-country  ski;  and  visit  the  Conser- 
vatory Nature  Center  or  the  nation's 
oldest  aquarium.  During  the  summer 
you  can  watch  Indy-rype  cars  race  at  the 
ITT  Automotive  Detroit  Grand  Prix  or 
see  championship  Gold  Cup  hydroplane 
boat  racing  -  at  speeds  over  200  mph  - 
on  the  river  during  the  Detroit  Bud- 
weiser  Thunderfest  (the  Chrysler-Jeep 
Detroit  APBA  Gold  Cup). 

Attend  a  riverfront  festival.  Walk 
through  Eastern  Market  on  a  Saturday 
when  truckloads  of  produce  and  flowers 
are  on  sale.  In  late  August,  attend  the 
oldest  state  fair  in  the  nation.  Or  watch 
ships  from  more  than  100  foreign  ports 
go  by  on  the  Detroit  River.  Be  amazed 
by  the  fantastic  floats,  bands  and 
marchers  in  Detroit's  nationally  televised 
"America's  Thanksgiving  Day  Parade. 

Detroit's  leisure  time  activities  are  lin 
itless.  Take  an  automobile  factory  tour, 
or  tour  one  of  several  auto  barons' 


homes.  See  the  auto,  builders',  home 
and  boat  shows  at  Cobo  Center  and  the 
Christmas  Carnival  in  December. 
Check  out  a  book,  video  or  audiotape  at 
Detroit's  world-class  public  library. 
Tickle  your  palate  at  the  July  Taste  Fest 
in  the  New  Center  area.  Or  if  you  like 


automobiles  of  all  vintages,  explore  th] 
annual  Woodward  Avenue  Dreax| 
Cruise  in  August. 

Sports 

Sporting  News  magazine  recentl 
named  Detroit  the  "number  one  spon 
city  in  the  U.S."  Besides  the  Detro 
Tigers  baseball  and  Detroit  Lions  fooi 
ball  teams,  you  can  watch  the  1997  an 
1998  Stanley  Cup  Champion  Re 
Wings  hockey  team  in  action.  Th 
Detroit  Vipers  are  also  one  of  the  to 
teams  in  the  International  Hocke 
League.  Still  not  enough?  Then  take 
short  ride  to  Auburn  Hills  to  watch  th 
Detroit  Pistons  basketball  squad.  O 
watch  pro  golfers  -  both  seniors  and  th 
top  PGA  players  -  on  tour. 

So  you'd  rather  play  than  watchll 
Tennis  players  can  find  more  than  26< 
courts  -  and  that's  just  within  cit 
limits.  Golfers  love  the  varying  degree 
of  difficulty  and  the  affordability  of  th 


In  1997,  Industry  Week  magazine  ranked  Detroit 

number  one  in  its  listing  of  199  world-clas; 
communities  based  on  manufacturing  vitality. 
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Sporting  News  magazine  recentl; 
named  Detroit  the   number  one 


sports  city  in  the  U.S. 

upgrade  our  rarings  and  that  we  woul 
be  looking  at  an  economic  horizon  wit: 
nearly  30,000  new  jobs  in  manufactui 
ing,  service,  construction,  hospitalir 
technology  and  industry!" 

The  answer,  of  course,  is  that  a 
along,  Detroiters  have  believed  in  thes 
things  because,  together,  they  havi 
accomplished  them.  The  city's  on  a  rol 
and  the  same  can-do  spirit  and  energ 
that  created  the  momentum  are  ready  t 
help  you  succeed  when  you  decide  t 
invest  in  Detroit  and  its  people.  We'r 
ready  to  answer  the  call.  The  next  mov 
is  yours.  ■ 


Spirit  of  Detroit  wearing  Red  Wings  jersey 

more  than  120  public  and  50  private 
courses  in  the  Greater  Detroit  area. 
Runners  can  enter  many  races,  includ- 
ing the  Detroit  Free  Press  Marathon 
that  starts  in  Canada,  runs  through  the 
Detroit  River  tunnel,  through  Detroit 
and  ends  on  Belle  Isle  in  mid-river. 

There  are  sailboat  races  of  all  kinds  to 
watch  or  participate  in,  both  inland  and 
on  the  Great  Lakes.  Boating  and  fishing 
are  great  any  time  of  the  year.  In  fact, 
you're  never  more  than  six  miles  from 
water  wherever  you  are  in  Michigan. 
There  are  over  1 1 ,000  inland  lakes,  four 
Great  Lakes  and  36,350  miles  of  rivers 
and  streams  to  enjoy. 

It  all  adds  up  to  a  quality  of  life  that 
many  unfamiliar  with  the  region  find 
very  surprising.  Yes,  Detroit's  image  as 
merely  a  lunch  bucket  town  is  an 
anachronism  at  best  (if  it  was  ever  really 
true).  All  it  takes  is  a  short  visit  to 
true  picture  of  everything  Detroit  ha.s 
offer.  Consider  this  your  personal  inv 


ration  to  come  see  what 
we're  talking  about! 
You'll  find  us  friendly 
and  eager  to  help  you 
readjust  your  percep- 
tions. 

IT  ALL  ADDS  UP 
TO  A  WINNING 
CHOICE  FOR 
YOU  AND  YOUR 
BUSINESS 

As  he  began  his 
second  term  in  office, 
Detroit  Mayor  Dennis 
Archer  used  his  inau- 
gural address  to  sum  up 
some  of  the  recent  progress  made  in  the 
city  and  its  region:  "Four  years  ago,  who 
would  have  believed  that  Detroit  would 
be  selected  as  an  empowerment  zone  city 
that  would  lead  the  nation  in  the  quali- 
ty of  its  plan  and  the  extent  of  its  com- 
mitment .  .  .  who  would  have  believed 
that  the  Detroit  Tigers  and  Lions  would 
commit  to  a  new,  long-term  presence  in 
the  heart  of  Detroit .  .  .  who  would  have 
believed  we  would  see  billions  of  dollars 
in  new  development  across  the  city  .  .  . 
who  would  have  believed  that  we  would 
have  a  new  downtown  anchored  by  a 
new  riverfront,  a  new  General  Motors 
World  Headquarters,  three  new  casinos, 
a  new  business,  retail  and  office  district 
in  the  historical  Campus  Martius  area. 
new  housing  and  loft-style  apartments  in 
the  center  of  downtown?  Who  would 
have  believed  that  unemployment  would 
be  cut  by  more  than  half,  that  balanced 
budgets  would  be  an  annual  occurrence, 
chat  all  three  bond-rating  agencies  would 
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Tiger  at  Detroit  Zoo 


When  I  talked  to  you  in 
these  pages  three  years  ago, 

I  told  you  that  we  had  hopes  and  aspirations  for  the  future  of  the  City  of  Detroit.    I 
told  you  that  economic  development  is  one  of  my  administration's  top  priorities.  I  also 
told  you  that  we  had  a  plan.    A  plan  not  a  dream.    1  promised  you  then  that  1  would 
work  as  hard  as  was  possible  to  make  that  plan  happen.    I  also  told  you  that  a  group  of 
very  bright  and  very  dedicated  men  and  women,  with  the  same  goals,  was  working  right 
along  side  of  me. 

Well,  we  have  worked  at  that  plan  and  we  are  still  working  at  that  plan,  and  that  plan  is 
working.   Since  January  of  1994  we  have  attracted  more  than  $7  billion  in  new  invest- 
ments in  the  City.    I  hasten  to  add  that  that  $7  billion  does  not  include  the  hotel/casi- 
no complexes  planned  for  downtown  Detroit.   Detroit  is  again  very  attractive  to  busi- 
nesses and  investors.    1  want  to  thank  the  metropolitan  Detroit  companies  who  have 
helped  us  tell  you  why  "it's  a  great  time  in  Detroit." 

We  are  matching  increased  interest  in  Detroit  with  improved  city  services.    We  are 
streamlining  the  business  development  process.    We  are  introducing  new  technology 
and  new  employee  training  that  equips 
city  government  for  better  customer  ser- 
\  ice.    We  have  balanced  our  budget  four 
years  in  a  row  and  we  have  improved 
our  standing  on  Wall  Street  ... 
substantially.  To  signal  our  goal  of  signif- 
icant tax  reductions  in  years  to  come, 
we  have  cut  business  taxes  for  the  first 
time  in  decades. 

I  am  still  promising  an  even  brighter 
future  for  Detroit.    Meanwhile,*  we  con- 
tinue to  take  care  of  business.   In  these 
pages  1  think  you  will  be  pleasantly  sur- 
prised by  how  we  can  help  you  take  care 
of  your  business.    If  you  like  what  you 
see,  give  me  a  call  at  313-224-3400.  Your 
timing  couldn't  be  better. 


'Ax 


Dennis  W.  Archer 
Mayor 


Detroit.  Making  it  better  for  business. 
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One  company  has  emerged  as  a  pow* 
leader  in  the  unregulated  energy  market- 
place. It's  DTE  Energy-  a  leader  that  offers 
today's  business  world  an  extraordinary 
level  of  energy  management. 

At  DTE  Energy,  we  have  all  the  resources  in 
place  to  help  business  and  industry  achieve 
fully  customized  energy  solutions.  Working 
together  with  all  of  our  affiliates,  we  can 
relieve  you  of  capital  risks,  financing  costs, 
development  costs,  technical  headaches  and 
maintenance  worries.  We  can  even  provide 
on-site,  capital-intense  energy  management 
and  on-going  energy  risk  management. 

And  with  the  strength  and  experience  of 
Detroit  Edison  at  our  core,  we  can  do  even 
more  to  help  you  realize  true  turnkey 
energy  management  solutions. 

In  the  era  of  non-regulated  energy,  the 

formula  for  single-source  energy  solutions 

simply  e=DTE.  DTE  Enerp 
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DTE  Energy 


www.dteenergy.com 
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Your  tap  water  may  not  taste  like  Perrier,  but  it  may  be  just  as  French. 

Water,  water  everywhere 


By  Terril  Yue  Jones 

Perrier  water  is  French.  And  | 
so  is  the  water  that  comes  out  of  5 
the  taps  in  such  cities  as  Indi-  | 
anapolis,  Gary,  Milwaukee  and  § 
San  Antonio.  And  soon  in 
Atlanta. 

Right  now  only  about  15%  of 
American  municipal  water  sys- 
tems are  privatized,  but  more  and 
more  towns  want  out  of  the  cap- 
ital-intensive business  and  are 
considering  outsourcing  to  pri- 
vate companies.  Paris-based  Suez 
Lyonnaise  des  Eaux  brings  big 
money  to  the  table  in  bidding  for 
the  privatized  waterworks. 

Gerard  Mestrallet,  the  49-year 
old  chief  executive  of  Suez  Lyon- 
naise, says  the  company  sees  "great 
opportunity  in  the  fragmented 
U.S.  market. "  There  arc  nearly 
60,000  municipal  or  private  water 
companies  in  the  U.S. — ripe  for 
privatizing  or  buying. 

Last  year  the  Treasury  Department 
changed  tax  policy  to  allow  water 
management  contracts  to  run  for  up 
to  20  years  instead  of  only  5 — making 
substantial  investments  in  the  business 
a  safer  bet.  Unlike  in,  say,  electricity, 
there  is  no  worry  about  regulatory 
agencies  refusing  to  allow  reasonable 
rates.  The  water  rates  are  negotiated 
between  the  private  company  and  the 
municipality. 

Suez  does  its  water  business  in  the 
L'.S.  in  a  50-50  venture  with  United 
Water  Resources,  based  in  Harrington 
Park,  N.J.,  of  which  it  owns  28%.  No 
other  holder  owns  greater  than  2%. 

Suez  Lyonnaise  is  going  after  the 
U.S.  market  mano  a  mano  against 
another  French  company,  Paris-based 
Vivendi.  Suez  beat  out  Vivendi's  U.S. 
arm  and  several  others  for  the  hotly 
contested  Atlanta  contract  in  August. 
The  contract  will  produce  revenues  of 
nearly  $25  million  a  year  for  a  mini- 
mum often  years.  Vivendi  operates 
through  the  Wakefield,  Mass. -based 
Aqua  Alliance.  It  owns  83%  of  Aqua, 


Suez  Lyonnaise  Chief  Executive  Gerard  Mestrallet 
Making  a  splash  in  the  global  water  business. 


which  trades  on  the  American  Stock 
Exchange. 

The  global  businesses  of  the  two 
French  companies  dwarf  such  Ameri- 
can water  companies  as  American 
Water  Works  and  California  Water. 
Suez  had  $500  million  in  U.S.  water 
revenue  alone  last  year,  or  1.25%  of 
the  combined  public  and  private 
market.  Vivendi  had  $490  million  in 
such  places  as  Puerto  Rico,  Oklahoma 
City  and  Bridgeport,  Conn. 

The  U.S.  market  is  just  one  target 
for  these  ambitious  French  outfits. 
"We  want  to  grow  our  water  business 
globally,"  Mestrallet  told  Forbes. 
The  timing  is  right.  While  the  devel- 
oped nations  are  privatizing,  devel- 
oping countries  desperately  need 
potable  water. 

China,  for  example,  has  been  a 
market  for  Suez  Lyonnaise  since  the 
late  1970s.  Mestrallet  keeps  picking  up 
projects  as  China's  needs  for  infra- 
structure and  pollution  treatment 
expand.  Most  recently,  in  September 
he  signed  two  deals  to  build  a  $23  mil- 


lion water  purification  facility  in 
Shanghai  and  a  $28  million  incin- 
eration plant  in  the  Pudong  Zone. 
In  Buenos  Aires  Suez  Lyon- 
naise is  building  a  $20  billion 
water  and  sewage  network.  In 
Casablanca,  it  supplies  both  water 
and  electricity  in  a  30-year,  $3  bil- 
lion project.  It  has  won  water  or 
sewage  contracts  in  Manila, 
Budapest,  Jakarta,  La  Paz  and 
Potsdam.  It  is  linking  with  Viven- 
di to  jointly  bid  for  the  $1  billion 
water  system  privatization  in  Rio 
de  Janeiro. 

Suez  Lyonnaise  des  Eaux  was 
created  only  last  year  by  merging 
two  old-line  French  companies, 
Compagnie  de  Suez  and  Lyon- 
naise des  Eaux.  Suez,  originally 
formed  to  build  the  Suez  Canal, 
had  grown  into  a  financial  and 
construction         conglomerate; 
Lyonnaise  was  in  water.  Mestral- 
let dumped  a  lot  of  real  estate  and 
miscellaneous  assets  and  continues  to 
slim  down  to  focus  on  Suez  Lyon- 
naise's  four  main  businesses:  water, 
energy  supply,  waste  management  and 
communications,  mostly  cable  and 
satellite  television. 

Through  acquisitions  and  new  con- 
tracts in  water  and  waste,  Mestrallet's 
ambitious  goal  is  to  double  Suez 
Lyonnaise's  water  revenue  by  2002. 
That  would  mean  a  $10  billion  busi- 
ness. He  also  promises  to  double  total 
earnings  per  share,  which  were  $5.50 
last  year. 

Wall  Street  loves  what  he's  doing. 
Traded  in  Paris,  Brussels,  Luxem- 
bourg and  Switzerland,  the  stock 
climbed  to  $189  by  Nov.  6,  from 
$113  at  year-end  1997.  "As  a  value 
investor,  they  hit  on  almost  everything 
we  look  for,"  says  David  Marcus  of 
Franklin  Mutual  Advisers,  Inc.,  which 
owns  $640  million — or  about  3%— of 
Suez  Lyonnaise. 

Now  if  only  Mestrallet  could  make 
the  water  taste  better.  OH 
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That  record-breaking 
libel  suit  against  the 
Wall  Street  Journal 
took  a  bizarre  new 
turn  when  a  cache 
of  new  audiotapes 
emerged  and 
a  plane  went  down. 


Cory  Miner:  The  jurors  didn't  like  him,  but  figured  he  got  hosed. 


I 


Money,  lies  an 


By  Graham  Button 

Former  officers  and  employees  of 
mmar  Group,  a  defunct  brokerage 
firm,  were  partying  at  Pappasito's 
restaurant  in  Houston  on  May  4, 
1997.  Their  old  firm  had  won  a  stun- 
ning victory  in  a  lawsuit  against  the 
Wall  Street  Journal.  A  jury  had  award- 
ed the  firm  $222.7  million — $22.7 
million  in  actual  damages  and  $200 
million  in  punitive.  It  was  at  the  time 
the  biggest  libel  award  in  history  The 
punitive  damages  were  later  thrown 
out  am)  both  sides  appealed.  But  right 
now  the  ippeals  are  on  hold.  The 
judge  in  the  case,  Ewing  Werlein  Jr., 
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is  considering  new  evidence  and  could 
decide  any  day  now  what  action,  if 
any,  it  calls  for. 

In  an  Oct.  21,  1993  article  by 
reporter  Laura  Jereski,  the  Journal 
had  accused  the  94-employee  firm  of 
various  misdeeds,  including  over- 
charging a  major  customer  on  trades. 
The  plaintiff  blamed  its  subsequent 
demise  on  that  article  and  claimed 
some  ex-MMAR  employees  had  diffi- 
culty finding  jobs  at  other  brokerage 
firms  afterward. 

The  party  diat  May  afternoon  wasn't 
just  about  vindication:  Cory  Miner  had 


cut  in  former  mmar  employees  for  10°/ 
of  the  libel  booty,  net  of  expenses.  Pap 
pasito's  was  buzzing  with  people  whe 
expected  to  get  a  big  windfall. 

Miner,  mmar's  cofounder  anc 
former  chief  executive  officer,  gave  ; 
speech.  "We  wouldn't  be  here  today— 
none  of  us,  including  myself — if  i 
wasn't  for  Bill  Fincher,"  he  declared 
drawing  loud  applause. 

Fincher  beamed.  An  outgoing  anc 
intensely  focused  ex-Marine  whe 
worked  in  real  estate  for  mmar,  Finch- 
er had  handled  much  of  the  investiga- 
tive and  public  relations  work  in  tht 
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Bill  Fincher:  A  loyal  pawn  turned  enemy  knight,  he  went  after  the  truth. 


audiotapes 


legal  battles  after  the  Journal  story. 

That  was  18  months  ago.  Today 
Fincher  is  dead  and  the  mmar  folk  and 
their  lawyers  haven't  collected  a  dime. 
What  all  but  a  few  of  the  celebrants 
hadn't  realized  was  that  even  as  he  was 
praising  Fincher,  Cory  Miner  was 
involved  in  a  bitter  dispute  with  him. 

Fincher  had  decided  to  write  a  book 
about  mmar  and  had  amassed  a  list  of 
charges  against  Miner.  The  list  had 
grown  to  include  kidnapping  and 
drug  dealing,  among  other  crimes. 

Cory  Miner  is  the  kind  of  larger- 
than-life    character    around    whom 
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bizarre  stories  seem  to  incessantly 
swirl.  He  once  operated  a  Houston 
liquor  store  called  The  Fuel  Stop. 
Fincher  told  Forbes  that  according  to 
one  Jerry  Converse,  who  worked  near- 
by at  a  music  equipment  store,  Miner 
sold  cocaine  and  marijuana  as  well  as 
booze.  In  1980  Converse  was  arrested 
for  possession  of,  with  intent  to  dis- 
tribute, 20  pounds  of  pot,  2  ounces  of 
cocaine  and  a  pound  of  hashish.  The 
cocaine  and  pot,  he  says,  belonged  to 
Mner.  Miner,  however,  denies  ever 
having  known  Converse. 

But  there's  no  denying  that  mmar 


had  a  work-hard,  play-hard  ethos  in 
which  drugs  played  a  part.  On  one 
tape  recendy  submitted  as  part  of  the 
new  evidence  in  the  libel  case,  mmar 
cofounder  Paul  Brown  called  up 
Miner  on  Mar.  9,  1992  with  news  of 
the  impending  arrival  of  "two  big 
packages"  that  were  "going  to  cost  13 
Gs."  When  Miner  inquired  about  "the 
volume,"  Brown  replied,  "two  full 
ones  minus  three."  As  for  the  con- 
tents, "it's,  uh,  supposed  to  be  un-f— 
ing-believable,"  chorded  Brown. 

Then  there's  the  story  of  the  alleged 
child-stealing:  In  the  early  1980s,  Cory 
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Miner  and  the  woman  who  was  to 
become  his  second  wife,  Sherie,  lived 
together  in  New  Delhi,  India,  where 
Miner  was  doing  business.  He  and 
Sherie  returned  to  the  U.S.  bringing 
with  them  a  toddler,  Ashraf,  die 
daughter  of  an  illiterate  Muslim, 
Mohammed  Ikram.  When  the  Miners 
married  soon  after  their  return,  they 
adopted  the  girl,  saying  she'd  been 
abandoned  bv  her  family.  But  Ikram 


led  to  a  lawsuit,  filed  on  May  M  this 
year  in  state  court  in  Galveston 
County,  Tex.,  in  which  Miner  and  his 
wife  accused  Firicher  and  the  mother 
and  sister  of  "extortion"  and  other 
misdeeds.  Miner  further  alleges  that 
Ikram  had  mistreated  Ashra,  and  says 
the  woman  named  in  the  lawsuit -is 
not  Ashra's  birth  mother. 

Meanwhile,  Fincher  had  been  mak- 
ing   anonymous    overtures    to    the 


attorneys  had  wanted  to  schedule  I 
deposition  as  soon  as  possible,  bil 
Fincher  insisted  on  putting  it  off  unt| 
his  return.  The  anxious  attorney 
urged  him  to  be  careful. 

On  July  8  at  5:36  p.m.  mountaiJ 
time,  Fincher,  50,  took  off  from 
Belize  International  Airport,  in  Be 
City.  A  couple  of  minutes  later,  hlj 
reported  he  had  shut  down  the  leij 
engine,  due  to  low  oil  pressure,  and  wa 


Fincher  said  Miner  had  instructed  him  to  set  aside  specific  tapes  for 

Harrison.  Before  leaving  the  office,  Fincher  told  Harrison: 

"I'm  sorry,  but  there  [are]  just  certain  things  I  can't  do  for  Cory." 


later  claimed  he  let  Ashraf  go  only  in 
order  to  get  medical  treatment  and 
that  Miner  had  promised  to  return  her 
soon.  He  never  did.  The  child,  now  a 
poised  and  well-adjusted  teenager,  still 
lives  with  the  Miners,  her  first  name 
altered  to  Ashra. 

Fincher  told  FORBES  that  Miner 
once  boasted  to  him,  in  a  conversa- 
tion about  creative  solutions  to  busi- 
ness problems,  that  the  medical  treat- 
ment was  a  ruse.  The  boast  eventual- 
ly helped  inspire  Fincher  to  go  to 
India  to  find  Ashra's  blood  family. 
Ikram  had  died,  but  was  survived  by  a 
wife  and  daughter — Ashra's  mother 
and  sister.  Fincher  arranged  legal  rep- 
resentation for  them  in  the  U.S.  This 


Journal  via  an  attorney.  His  identity 
became  known  once  the  Journal's 
attorneys  got  hold  of  the  Miners'  suit, 
which  claimed  Fincher  had  "pur- 
loined .  .  .  legal  documents  and  audio- 
tapes." The  end  result  was  Judge 
Werlein's  agreeing  to  allow  a  new 
round  of  discovery  in  the  libel  case. 

Knowing  Fincher  was  ready  to  blow 
the  whistle  on  his  ex-boss,  on  July  2 
this  year,  attorneys  for  the  Journal  had 
spent  the  whole  day  with  Fincher  at  his 
office  in  southwest  Houston. 

Two  days  later  Fincher,  an  experi- 
enced pilot,  took  off  in  a  twin-engine 
Beechcraft  Baron  with  his  girlfriend 
and  another  couple  for  a  weeklong 
vacation  in  Central  America.  The 


returning  to  the  airport.  He  didn'l 
make  it:  The  plane  crashed  about  1 ,00<| 
feet  short  of  the  runway,  fatally  injurinn 
Fincher  and  his  three  passengers.  N«j 
evidence  of  foul  play  has  surfaced, 
authorities  have  yet  to  make  a  fina 
report. 

Fincher  was  a  contradictory  characl 
ter.  He  came  across  as  a  straight-  arrovl 
type  but  must  have  known  that  MMAlj 
wasn't  entirely  straight.  Until  the  enq 
he  felt  mmar  had  been  wronged  by  th(J 
Journal,  and  believed  in  the  ideal  o| 
mmar   as    an    up-by-the-bootstrapl 
example  of  can-do  entrepreneurialismi 
Texas-style,  where  a  "family"  of  peoplrl 
with  diverse  talents  could  find  thei[ 
niches  and  thrive.  Yet  he  had  come  t<| 
despise  Cory  Miner. 
5       As  described  by  Miner  ii  I 
3  testimony  given  in  the  libe 
|  case,   the   company   thai 
§  would      become     MMAII 
|  Group  opened  for  busine& 
£  in  1987  with  six  employee 
p  in  "a  two-room  office  wid  | 
■h  one  computer  and  an  olej 
I  card   table."  As  a  bone 
1  salesman  in  Houston  av 
"  Marcus  Stowell  &  Beye 
Miner  had  gadiered  ancl 
compiled  demographic  dac 
on  holders  of  the  collatera  | 
underlying        mortgage- 
backed  securities.   These  I 
represent    ownership    o! 
pools  of  mortgages  and  are 
widely    traded    on    Wal| 
Street. 


MMAR  attorneys  who  shook  up  the  Fourth  Estate  defeating  the  Journal  and  Laura  Jereski. 


Miner  and  Brown,  whe 
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Each  Forbes  conference  shares  the  same  mission  as  Forbes  Magazine:  to  provide  the  most  thought-provoking  business 
editorial  in  the  marketplace  -  boldly  reviewing  management  performance  and  challenging  conventional  wisdom.  The 
only  difference  is  Forbes  conferences  bring  executives  face  to  face  in  an  atmosphere  of  candid,  interactive,  even  con- 
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The  Ninth  Annual  Forbes  Forum  on  Management  and  Policy 
February  18-20, 1999 

Four  Seasons  Resort  Aviara  - 
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The  Forbes  Presidents  Forum  for  Emerging 
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April  14-16, 1999 
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The  Fourth  Annual  Forbes  CFO  Forum 

May  5-7, 1999 
Charleston  Place  - 
Charleston,  South  Carolina 


The  Fifth  Annual  Forbes  CEO  Forum 

June  23-25, 1999 
Ritz-Carlton,  Buckhead  - 
Atlanta,  Georgia 

The  FoRBEs/GartnerGroup  CIO  Congress 

July  12-14, 1999 

Four  Seasons  Resort  Aviara  - 

Carlsbad,  California 

The  1999  Giider/FoRBES  Telecosm  Conference 

September  27-29, 1999 
Resort  at  Squaw  Creek  - 
Lake  Tahoe,  California 


For  more  information: 

E-mail:  conferences@forbes.com  Phone:  212-499-3521  Internet:  www.forbes.com/conf 

Limited  sponsorship  opportunities  are  available.  E-mail  sponsorship  inquiries  to  rjohnson@forbes.com 
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In  a  taped  conversation,  Miner  sought  to  reassure  MMAR  broker  Richard 
Evans.  "Don't  be  alarmed  by  all  the  negative  things,"  Miner  said,  "because 
they  won't— they'll  be  nonexistent,  guy.  I  mean,  they're  just  recycled." 


had  also  worked  at  Marcus,  Stowell  & 
Beye,  took  a  different  approach  to  the 
market  than  the  big  Wall  Street  players. 
These  firms  competed  in  both  under- 
writing and  market  making,  with  the 
result  that  no  one  firm  could  serve  as  a 
clearinghouse  for  market  intelligence:  a 
trader  in  mortgage -backs  at  Bear, 
Stearns  couldn't  ring  up  Shearson  to 
find  out  what  it  had  in  inventory  and 
how  it  was  being  priced. 

MMAR — the  initials  stood  for  Money 
Management  and  Analytical  Research — 
was  a  different  animal.  It  rarely  held 
bonds  in  inventory,  specializing  instead 
in  "riskless  principal"  trans- 
actions or  "cross  trades" — 
matching  buyers  and  sellers. 
As  a  pure  intermediary,  its 
success  depended  on  identi- 
fying value  for  clients  and 
earning  commissions  from 
trades  executed  on  their 
behalf.  It  could  sniff  out 
intelligence  from  all  the  big 
trading  desks  on  The  Street. 

MMAR  came  into  its  own 
as  mortgage -backed  securi- 
ties grew  more  complex.  As 
these  so-called  collateralized 
mortgage  obligations,  or 
cmos,  were  often  difficult  to 
value,  the  market  for  them 
tended  to  be  illiquid.  That 
meant   the   gap   between     Fincher's 
what  buyers  pay  and  sellers 
collect  could  be  quite  wide,  creating  an 
opportunity  for  brokers  and  traders  to 
reap  fat  profits,  mmar  excelled  at  find- 
ing buyers  for  some  of  die  riskier  pieces 
of  cmo  deals  originated  by  big  primary 
dealers.  "We  provided  a  real  good  ser- 
vice for  Wall  Street,"  says  O.J.  Bobek, 
a  former  mmar  principal. 

mmar's  specialty  was  a  flavor  of 
CMOS  called  inverse  floaters,  which 
have  coupons  that  rise  when  interest 
rates  fall  and  vice  versa.  They  were 
popular  among  some  fixed-income 
money  managers  looking  to  make 
leveraged  bets  in  the  declining-rate 
environment  of  the  early  1990s. 


mmar's  biggest  customer  was 
Vernon  Strickland,  who  ran  a  fixed- 
income  portfolio  in-house  for  the 
Louisiana  State  Employees  Retirement 
System,  known  as  lasers.  By  March 
1992  Strickland  had  97%  of  the  nearly 
$600  million  portfolio  invested  in 
CMOS.  Then  Strickland  ran  afoul  of  an 
ambitious  politician,  Louisiana  State 
Treasurer  Mary  Landrieu  (Forbes, 
Nov.  18,  1996),  now  a  U.S.  senator. 
Landrieu  successfully  lobbied  lasers' 
board  of  trustees  to  force  Strickland  to 
liquidate  the  cmo  portfolio.  The  devil 
was   in   the   unwinding:  In  the  six 


efforts  on  behalf  of  MMAR  once  knew  no  bounds 


months  through  March  1993,  lasers 
reported  losses  on  its  in-house  account 
of  $65  million.  Had  Landrieu  held  her 
fire,  die  portfolio  might  have  been  liq- 
uidated with  lower  losses,  but  she  was 
interested  in  headlines  and  got  them. 
When  she  was  a  writer  at  Forbes, 
Laura  Jereski  broke  die  storv  of  Vernon 
Strickland  (Mar.  1, 1993),  making  him 
one  of  the  first  poster  boys  of  deriva- 
tives debacles.  Moving  to  the  Wall 
Street  Journal  later  that  year,  Jereski 
took  her  notes  with  her  and  continued 
looking  into  mmar,  die  obscure  region- 
al shop  that  had  made  Wall  Street-size 
p    )fits  on  its  dealings  with  Strickland. 


The  result  appeared  on  the  fron 
page  of  the  Journal's  Money  &  Invest 
ing  section.  Sprinkling  the  story  widi 
juicy  details — one  anecdote  had  Minet 
Brown  and  two  associates  spendin| 
$8,000  to  entertain  a  group  of  Japanea 
brokers  at  a  Houston  topless  bar— i 
Jereski  painted  mmar  as  an  outfit  tha* 
played  fast  and  loose,  reaping  excessive, 
profits  at  the  expense  of  lasers. 

mmar  was  already  in  trouble:  Broker 
and  clients  had  been  leaving;  regulator 
were  investigating  its  dealings  widi 
Strickland;  lasers  was  preparing  a  law 
suit;  and  the  mortgage -backed  securi 
ties  market  was  heading 
south.  But  mmar  would 
later  argue  in  court  that  th<i| 
Journal  story  caused  it:| 
demise. 

In  a  lawsuit  filed  on  Nov 
16,  1993,  LASERS  accusec 
mmar  of  having  chargec 
fraudulent  and  excessive 
commissions.  Two  day^ 
later — one  month  aftei 
Jereski's  article  appeared— 
the  firm  said  it  was  closing 
its  doors. 

Bill  Fincher  assumed  the 
task  of  investigating  the 
pension  fund  debacle  anc 
promoting  mmar's  side  o: 
the  story  to  anyone  who'c 
listen.  "He  was  the  classic 
Cervantes  character- 
point  him  to  a  windmill  and  he'll  till 
at  it,"  says  Fred  Baca,  a  friend  anc 
former  business  partner  of  Fincher's 
He  seemed  to  like  to  fight  againsl 
the  odds.  One  day  after  his  17th  birth- 
day, Fincher  had  quit  high  school  tc 
join  die  Marine  Corps.  During  a  13- 
month  tour  of  duty  in  Vietnam,  he 
laid  communication  wires  between 
bunkers  while  50-caliber  machine  gun 
bullets  whizzed  by  his  ears. 

After  he  left  the  Marines,  Finchei 
graduated  from  South  Texas  Junioi 
College  in  Houston  and  took  courses 
in  real  estate  and  business  at  the  Uni- 
versity of  Houston.  He  eventuall} 
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hooked  up  with  Miner  and  Brown  to 
develop  a  commercial  park  in  south- 
west Houston.  Joining  MMAR  in  a  real 
estate  capacity,  he  immersed  himself  in 
zoning  and  other  issues. 

When  Landrieu  began  attacking  the 
firm  over  the  pension  fund  losses,  it 
was  Fincher  who  spoke  for  the 
defense.  Flying  a  company  aircraft,  he 
began  making  frequent  forays  to 
Baton  Rouge  and  New  Orleans. 

Meanwhile,  Miner  was  threatening 
to  countersue  lasers.  As  an  apparent 
ploy  to  get  some  ink  for  mmar's  side 
of  the  story,  Miner  decided  to  cut 
MMAR's  rank  and  file  in  for  10%,  net  of 
expenses,  of  any  proceeds  arising  from 
legal  claims  brought  by  mmar. 

When  Fincher  wasn't  in  Louisiana — 
scrounging  for  documents,  attending 
court  hearings,  holding  press  confer- 
ences and  passionately  advocating  the 
MMAR-as-victim  theory  to  just  about 
anyone  willing  to  lend  an  ear — he 
could  often  be  found  at  an  office  in 
Houston,  listening  to  conversations 
that  had  been  recorded  by  MMAR's 
automated  telephone  taping  system. 

Originally  installed  to  provide  back- 
up confirmation  of  transactions  made 
by  telephone,  the  multichannel  system 
recorded  both  internal  and  external 
conversations.  Miner  assigned  Fincher 
to  dig  for  conversations  that  could  be 
used  in  the  legal  battles. 

There  were  hundreds  of  reels  of 


Mary  Landrieu,  now  a  U.S.  Senator, 
turned  MMAR  into  a  bete  noire. 

chief  financial  officer,  and  Sean  Dobson, 
who  worked  on  mmar's  trading  desk. 
Dobson  had  been  summoned  to  appear 
before  the  National  Association  of 
Securities  Dealers  (nasd)  in  Washing- 
ton, but  the  focus  of  the  regulatory 
probe  was  as  yet  unclear.  Dobson  sur- 
mised that  it  had  something  to  do  with 
"those  big  losses  just  now  showing  up 
in  his  [Strickland's]  portfolio.  .  .  ." 

Forrester:  "But,  I  mean,  what  did 
we  do — except  for  mispricing?" 

Dobson:  "That,  which  is  pretty 
major,  and  we  sold  him  [Strickland]  all 
this  shit  that  could  be  considered 
unsuitable  by  certain  people." 

The  tape  was  a  threat  to  mmar  not 


dum,  Fincher  later  reminded  Mine 
that  he  had  responded  by  saying 
"Unlike  you,  I  have  no  problem  wit 
King  under  oath."  Miner,  for  his  part 
denies  ever  having  said  this. 

On  Sept.  12,  1995,  according  t> 
Fincher,  Miner's  chauffeur  and  facto* 
turn,  Victor  Harrison,  showed  up  at  thi 
office  with  an  electromagnetic  devict 
used  to  erase  tapes.  Fincher  said  Mine 
had  told  him  to  set  aside  specific  tape 
for  Harrison.  Before  leaving  the  office 
Fincher  told  Harrison:  "I'm  sorry,  bu\ 
there  [are]  just  certain  things  I  can't  d<( 
for  Cory."  The  next  day,  Fincher  tolij 
Forbes,  he  discovered  the  mispricinr, 
conversation  had  been  erased. 

At  least  one  tape,  recorded  on  Sepr 
9,  1993,  seems  to  prefigure  the  alleget, 
erasing.  The  NASD,  in  the  early  stages  c 
a  probe  of  mmar's  dealings  with  lasers 
had  inquired  about  tapes  of  conversa 
tions  involving  Strickland.  Mine; 
assigned  the  task  of  reviewing  thes'' 
tapes  to  the  MMAR  broker  who  coverec; 
the  lasers  account,  Richard  Evans.  Oi> 
the  tape,  Evans  called  up  Miner  and,  rei 
ferring  nervously  to  "this  tape  stuff,' 
said:  "I  just  think  this  is  all  nothing  bu. 
trouble."  Later  in  the  conversation: 
Miner  sought  to  reassure  Evans 
"Don't  be  alarmed  by  all  the  negativ< 
things,"  he  said,  "because  they  won't- 
they'll  be  nonexistent,  guy.  I  mean 
they're  just  recycled." 

mmar  had  already  told  the  nasd  tha    I 


Fincher  said  Miner  had  made  no  bones  about  wanting  him  to  erase 
sensitive  tapes.  Fincher  had  demurred,  saying  he  might  be 
called  on  to  testify.  Fincher  later  claimed  that  Miner  responded 
by  saying:  "Unlike  you,  I  have  no  problem  with  lying  under  oath." 


tape,  and  thousands  of  hours  of  con- 
versations. "It  was  as  though  I'd  dis- 
covered a  gold  mine,"  Fincher  later 
wrote.  "His  [Miner's]  obsession  with 
tape  recordings  increased  dramatical- 
ly, and  my  life  became  consumed  with 
the  drudgery  of  monitoring  and 
pulling  taped  conversations  " 

Then,  probably  in  1995    he  came 
across  a  conversation  that  could  seri- 
ously undermine  mmar's  lego      i  tic 
plan.  Recorded  on  Feb.  12,  IS 
Sctween  Larry  Forrester,  MM 


only  in  the  litigation  involving  the 
Louisiana  pension  fund  but  also  in  the 
case  against  the  Journal,  which  had 
been  filed  on  Oct.  20,  1994.  Both 
lasers  and  Jereski  had  alleged  that 
mmar  concealed  the  extent  of  Strick- 
land's losses  by  intentionally  overstating 
the  value  of  securities  in  his  portfolio. 

Earlier,  according  to  Fincher,  Miner 
had  made  no  bones  about  wanting 
him  to  erase  sensitive  tapes.  Fincher 
had  demurred,  saying  he  might  be 
v  -ailed  on  to  testify.  In  a  memoran- 


it  periodically  recycled  tapes — that  is 
recorded  over  existing  conversations 
At  one  point  in  their  taped  conversa 
tion,  Evans  told  Miner,  in  reference  t< 
recordings  involving  Strickland,  "I  jus 
don't  understand  why  we  shouldn' 
say  they've  all  been  recycled." 

Immediately  after  hanging  up  witl 
Evans,  Miner  got  on  the  phone  witl 
Fincher.  "I  just  talked  to  Rich  Evans,' 
Miner  said  on  the  tape.  "Go  back  an< 
make  sure  you  pull  the  conversation 
just  had  with  him,  and  erase  it." 


Forbes  ■  November  30,  199J 


"Okay,"  Fincher  replied. 

As  the  legal  and  regulatory  pressures 
on  M.\lAR  increased,  tension  began 
mounting  between  Miner  and  Fincher 
over  compensation  and  business  deals, 
'•including  the  real  estate  development 
'in  southwest  Houston,  Gessner  Road 
Commerce  Park,  in  which  Fincher  and 
Miner  were  investors.  Fincher  had 
expected  a  bonus  for  his  hard  work  in 
1993,  but  said  he  came  away  empty  - 
handed.  In  late  1995,  Fincher  hired  an 
attorney,  Michael  Minns,  who  advised 
him  to  make  copies  of  taped  conversa- 
tions that  would  support  his  allega- 
tions. "Bill  Fincher,  your  most  loyal 
pawn  on  your  chessboard,  becomes  the 
enemy  knight,"  Minns  warned  Miner 
in  a  letter  threatening  a  lawsuit. 

Turned  out  conversations  from 
master  reel-to-reel  tapes  had  been 
copied  onto  cassettes  before  .\n\  of  the 
alleged  erasing  occurred.  Fincher 
knew  of  them  and  secretly  made 
copies  of  those  he  felt  might  be  useful. 
In  February  1996,  Fincher  and  Miner 
settled  their  disputes,  temporarily.  The 
settlement  left  Fincher  with  a  $1.3 
million  promissory  note  secured  by 
the  Houston  property. 

Meanwhile,  the  Journal's  legal 
team  prepared  its  case  against  mmar. 
Then  came  a  blow  from  the  NASD. 

In  January  1994  the  regulators  had 
accused  mmar  of  overcharging  i  am  ks 
and  later  levied  a  heavy  tine  against  the 
firm.  But  after  MMAR  protested,  the  NASD 
reexamined  the  evidence  M\d  on  Oct. 
22,  1996  withdrew  the  fine  and  censure. 

In  the  libel  case,  the  plaintiffs  object- 
ed to  a  total  of  19  statements  in  the 
article.  Of  those.  Judge  Werlein  ulti- 
mately allowed  9  to  go  before  the  jury 
one  was  dropped  before  delibera- 
tions i.  The  rest,  he  held,  were  either 
"substantially  true"  or  not  defamatory. 

At  trial,  mmar  argued  that  the 
Journal  story  had  irrevocably  dam 
aged  its  reputation  and  pointed  to 
the  fact  that  Pershing,  the  company 
that  cleared  MMAR's  trades,  soon  gave 
notice  of  its  intent  to  terminate  the 
relationship,  mmar  tried  in  vain  to 
find  a  replacement. 

After  the  trial  dragged  on  for  two 
weeks  in  a  Houston  courtroom,  the 
seven-person  jury  reached  a  consensus 
that  five  of  the  eight  statements  at  issue 
were  "false  and  defamatory."  Besides 
the  allegation  about  mmar  mispricing 
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Everybody  knows  about  Caterpillar  and 

highways.  If  you've  driven  any  of  the  43,000  miles 

of  interstate  roads  over  the  past  30  years,  you  already 

equate  the  yellow  of  our  earthmoving  equipment 

th  progress  in  transportation. 


But  what  about  all  the  trucks  you  pass?  A  c  \ 
of  all  heavy  trucks  put  into  service  in  the  la: 
years  are  powered  by  one  of  our  diesel  en  i 
In  fact,  one  fourth  of  Caterpillar's  $18.9  bill 
worldwide  sales  and  revenues  are  from  en 


|irbines.  In  addition  to  powering  trucks,  we 
Engines  for  everything  from  fishing  boats  to 
motives  to  electric  power  generation. 
\o  when  you  see  that  familiar  flash  of  yellow 
ment  as  you  pass  a  highway  construction 


project,  remember  that  the  possibilities  we 
create  don't  end  there.  It's  where  they  begin. 

CATERPILLAR 


The  focus  of  the  regulatory  probe  was  as  yet  unclear.  Forrester: 
"But,  I  mean,  what  did  we  do— except  for  mispricing?" 
Dobson:  "That,  which  is  pretty  major,  and  we  sold  him  [Strickland] 
all  this  shit  that  could  be  considered  unsuitable  by  certain  people." 


the  lasers  portfolio,  the  statements 
concerned  limousine  bills,  alleged  viola- 
tions of  guidelines  on  commissions  and 
the  focus  of  an  Oct.  4, 1993  "notice  of 
pending  action"  by  the  nasd  against 
MMAR.  Another  claimed  that  because 
Miner  and  Brown  "kept  mmar's  capital 
position  too  small  for  the  firm  to  hold 
bond  inventories,"  the  duo  "needed  a 
client  with  a  large  CMO  portfolio  [i.e., 
lasers]  in  order  to  be  able  to  trade." 

According  to  the  article,  Art  Leider, 
a  former  senior  vice  president  at  MMAR, 
said  that  mmar  shuffled  bonds  between 
accounts,  using  the  LASERS  portfolio  as 
"inventory" — which  enabled  the  firm 
to  reap  huge  commissions. 

Leider  was  a  witness  for  the  Jour- 
nal. In  a  videotaped  deposition  pre- 
sented at  trial,  though  he  didn't  back 
away  from  what  he  told  Jereski,  Leider 
chose  his  words  carefully. 

Later,  in  a  taped  interview  with 
Fincher,  Leider  said  Miner  had  bribed 
him  with  a  promise  of  $50,000.  Inter- 
viewed by  Forbes,  Leider  denied 
any  such  arrangement.  "If  my  testi- 
mony is  for  sale,"  he  says,  "it  is  at  a  lot 
higher  price." 

Back  in  1994,  Leider  had  filed  an 
nasd  arbitration  action  against  Miner 
and  Brown  alleging,  among  other 
things,  slander  and  wrongful  termina- 
tion. Leider  says  Miner  made  a  series 
of  payments  totalling  $150,000  to 
settle  the  case,  with  the  final  install- 
ment paid  earlier  this  year. 

The  Journal  was  stunned  by  the  ver- 
dict. The  American  Lawyer  agreed  that 
the  Journal  article  had  been  sloppily 
reported  and  that  the  newspaper  had 
been  outmaneuvered  at  trial. 

Michael  Johnson,  a  Houston  busi- 
nessman who  served  on  the  jury,  sums 
up  the  jury's  attitude  about  Miner  this 
way:  "We  didn't  like  the  guy,  we 
didn't  trust  him,  we  would  not  have 
bought  an  investment  from  him.  But 
we  figured  he  got  hosed." 

In  a  brief  petitioning  the  trial  judge 


Bill  Fincher,  a  young  friend,  and  a  Beechcraft 
Baron,  the  same  kind  of  plane  he  went  down  in 


to  reopen  the  case  to  allow  new  dis- 
covery, the  JournaFs  lawyers  noted 
that  mmar's  attorneys  "used  the 
absence  of  audiotapes  on  the  issues  of 
mismarking  and  excessive  commis- 
sions as  evidence  that  those  events  did 
not  in  fact  take  place." 

Before  he  died,  Fincher  turned  over 
his  cache  of  tapes  to  a  court- appointed 
special  master.  Had  he  lived,  Fincher's 
testimony  would  have  been  helpful  in 
authenticating  the  tapes  and  support- 
ing the  allegations  of  erasing. 

Judge  VVerlein  had  initially  agreed  to 
allow  the  Journal  attorneys  to  take  new 
testimony  from  Fincher  and  Miner 
about  the  tapes  and  related  matters. 
But  after  Fincher's  death,  the  deposi- 
tion schedule  was  revised:  Not  only  did 
Miner  have  to  go  under  oath  but  so 
did  his  assistant,  Linda  Tate;  Fincher's 
assistant,  Denise  Belto;  and  Victor  Har- 
rison. In  their  depositions,  Harrison 
and  Miner  denied  ha\ing  erased  tapes. 

A  ruling  from  Judge  Wcrlein  as  to 
whether  the  erasures  and  other  alleged 
misconduct  by  MMAR  prevented  the 
newspaper  from  fully  and  fairly  pre- 
senting its  case,  is  pending. 

Meanwhile,  Miner,  48,  is  Irving  hard 


to  paint  Fincher  as  a  deviod 
vindictive  person  who  wasr 
playing  with  a  full  deck, 
had  his  attorneys  hire  Jam 
L.  Claghorn,  a  licensed  me 
ical  doctor  and  psychiatrist : 
Texas,  to  do  a  postmortei 
psychiatric  assessment  « 
Fincher.  In  an  affidavit  sul 
mitted  to  Judge  Werleii 
Claghorn  opined,  "with  re; 
sonable  medical  certainty, 
that  Fincher  "suffered  froi 
paranoid  personality  diso 
der,"  a  condition  charac 
ized  by  pervasive  distrust 
suspiciousness  of  others  sue 
that  their  motives  are  inte: 
preted  as  malevolent. 
Thus  Miner  explair 
away  Fincher's  allegations.  He  tel 
Forbes  that  he  always  considere 
Fincher  to  be  "a  very  talented  man 
who  was  "tenacious  when  it  came  t 
tracking  down  the  truth.  .  .  .  Bv 
somewhere  along  the  line,"  Mine 
insists,  "one  of  his  other  personalitie 
came  into  play,  and  I  didn't  know  it. 
Had  he  known,  Miner  says  he  would 
n't  have  left  Fincher  in  charge  of  th 
taping  system. 

This  from  a  man  who  denies  eve 
having  asked  Fincher  to  erase  tape; 
even  though  one  of  the  tapes  makes  i 
clear  he  did  exactly  that. 

Although  he  hasn't  collected  any 
thing  from  the  Journal,  Miner  wa 
obviously  not  wiped  out  in  the  mma 
debacle.  Last  year  he  considered  swap 
ping  his  interest  in  a  Galveston  bead 
club,  called  Blisters,  for  shares  in  a  pub 
licly  traded  operator  of  enter  tainmen 
venues.  "I  got  back  my  good  name,  an< 
now  I'm  trying  to  reestablish  myself  ij 
the  investment  banking  community, 
he  told  the  Houston  Business  Journal  las 
November,  before  the  deal  fell  through 
That's  doubtful:  Regardless  of  whethe 
or  not  the  libel  verdict  is  reversed,  Cor 
Miner  has  a  way  to  go.  ■ 
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computers  &  communications 

Many  a  fortune  was  lost  on  massively  parallel 
processing— until  two  guys  from  Berkeley  came  up 
with  a  clever  Web  searching  tool. 

Inktomi  inside 


By  Zina  Moukheiber 


Chief  Executive  David  Peterschmidt  with  founders  Paul  Gauthier  and  Eric  Brewer  (from  left  to  right) 
Scaling  up  to  new  heights. 


You  could  create  an  impressive 
museum  enshrining  all  the  attempts 
at  massively  parallel  computing  that 
have  been  undertaken  since  scientists 
at  the  University  of  Illinois  pio- 
neered the  concept  in  1962.  In 
this  approach  to  superfast  comput- 
ing, you  yoke  scores,  hundreds  or 
thousands  of  processors  together  to 
solve  a  giant  problem,  somehow  get- 


ting all  these  electronic  brains 
to  cooperate  without  tripping  over 
one  another.  Easier  said  than  done. 
The  parallel  processing  graveyard 
includes  Thinking  Machines, 
Kendall  Square  Research,  Multirlow, 
Denelcor  and  Elxsi. 

This  discouraging  history  makes 
the  accomplishments  of  little  Inkto- 
mi, a  firm  that  uses  massively  paral- 


lel computers  to  search  the  Web 
impressive  indeed. 

How  did  Inktomi  succeed  in 
business  where  so  many  great  mindj 
have  failed?  In  part,  by  being  smar 
enough  to  use  off-the-shelf  parts 
Inktomi's  hardware  consists  of  10( 
or  more  standard-issue  Sun  work 
stations  lashed  together.  Even  it 
software  is,  in  a  way,  built  from  non 
proprietary  parts:  Each  workstatioj 
communicates  witi 
the  other  99  work> 
stations  using  a  vari 
ation  on  a  public 
Internet  messaging 
protocol. 

The  San  Mateo 
Calif.-based  Ink 
tomi  (the  nami 
refers  to  the  Lakot; 
Indian  word  fo 
trickster  spider)  i 
the  brainchild  o 
Eric  Brewer,  a  31 
year-old  compute 
science  professor  a 
the  University  o 
California  at  Berke 
ley,  and  his  Canadi  i 
an-born  graduate 
student  Paul  Gau 
thier,  26.  They  hav( 
surrounded  them 
selves  with  othe: 
smart  engineers 
The  two-year-ok 
firm  counts  2( 
Ph.Ds.  among  it: 
200  employees. 

Of  all  the  earliei 
efforts  to  produce 
a  massively  paralle 
computer,  Thinking 
Machines  come: 
closest  to  being  the 
forerunner  of  Ink 
tomi.  Like  Danie 
Hillis,  founder  o 
Thinking  Machines 
Brewer  graduated  from  the  Massa 
chusetts  Institute  of  Technology 
One  of  his  doctoral  thesis  reader: 
was  Gregory  Papadopoulos,  whe 
helped  build  Thinking  Machine: 
computers  before  bolting  to  Sur 
Microsystems,  where  he's  now  chie 
technology  officer.  Before  it  got  oui 
of  the  business  in  1995,  Thinking 
Machines  sold  several  of  its  super 


Forbes  ■  November  30,  199* 


i computers  to  Dow  Jones,  which 
.used  them  to  search  through  mil- 
lions of  articles  looking  for  ones  that 
i  match  queries. 

Inktomi  designed  its  system  to 
t search  for  needles  in  an  even  larger 
haystack:  the  World  Wide  Web.  For- 
rester Research,  the  technology 
research  firm  in  Cambridge,  Mass., 
'estimates  that  there  are  330  million 
Ipages  of  text  available  on  the  Inter- 
inet  now  and  there  will  be  1  billion 
in  2000. 

Inktomi  sells  not  hardware  or 
software,  but  searching  services — to 
I  Internet  outfits  like  Yahoo!, 
Microsoft's  MSN  and  Wired  Digital's 
I  HotBot.  Let  others  provide  the 
public  face  of  Web  searching  and 

The  power  of  parallel 


trolls  through  the  Net,  looking  for 
new  material  and  indexing  what  it 
finds.  It  has  looked  at  a  third  of  the 
330  million  documents  that  For- 
rester counts. 

In  the  space  of  250  milliseconds, 
it  can  search  through  its  entire 
library  of  110  million  document 
citations.  When  Yahoo!  forwards 
a  query  about,  say,  early  withdrawals 
from  401  (k)  accounts,  the  query 
arrives  at  Inktomi's  Herndon  office 
and  lands  in  the  electronic  in-basket 
of  a  random  one  of  the  100  work- 
stations. That  computer  broadcasts 
the  query  to  the  other  99.  Each 
retrieves  the  100  most  relevant 
citations  from  among  the  1.1  mil- 
lion pages  it  has  stored  on  its  disks. 


:omi  software  performs  massive  searches  in  a  flash.  A  Yahoo!  query  on  "401k  early  withdrawal' 
ts  out  at,  say,  #52  in  a  cluster  of  100  workstations  (each  holds  1.1  million  Web  pages). 


Ytbool  Mai 
free  email  (or  lift 
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The  workstation  broadcasts 
the  query  to  the  other  99. 


¥4  W 


finds  2,753  pages       * 

that  match  one  or  L-J  *■ "  % 


K< 


more  words, 

Workstation  #2 
finds  2,601 
pages  that 
match  one  or 
more  words. 
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Search  Result     Potm4?fS*2v#>pzt<3  tot  4«lk  early  withdrawal 

':  Hn  total,  there  are  260,562  Web  pages  that  contain  at  least  one 
of  the  search  words.  53  Web  pages  contain  all  3  words. 


the  "portal"  that  draws  people  into 
the  Web;  Inktomi  will  do  the  heavy 
thinking  in  return  for  a  percentage 
of  the  advertising  revenues  or  a  flat 
fee  of  a  fraction  of  a  cent  per  search. 
In  each  of  its  four  data  centers — 
one  in  Herndon,  Va.  and  three  in 
Santa  Clara,  Calif. — Inktomi  has  100 
to  166  of  Sun's  Ultra  2  workstations 
pawing  through  indexes  of  Web 
documents.   The   Inktomi  system 

Forbes  ■  November  30,  1998 


The  computer  quarterbacking  this 
search  sifts  through  the  10,000 
responses  on  the  short  list,  picking 
out  the  20  that  seem  closest  to  what 
the  Yahoo!  customer  wanted.  Those 
20  are  forwarded  to  the  customer — 
along  with  a  few  banner  ads  that  pay 
the  bills. 

It  happens  that  Web  searching  is 
an  application  peculiarly  adapted  to 
parallel  processing:  The  workstations 


can  work  quite  independently  of  one 
another  until  the  final  cut  is  made. 
One  of  the  things  that  doomed  ear- 
lier parallel  computers  was  their 
designers'  ambition  to  make  an  all- 
purpose  machine  that  could  do  any- 
thing from  designing  an  airplane 
wing  to  forecasting  the  weather. 
That's  when  you  start  having  prob- 
lems with  processors  that  trip  over 
one  another. 

Brewer  and  Gauthier's  technology 
grew  out  of  research  at  Berkeley  by 
David  Culler  and  David  Patterson, 
who  in  1994  were  doing  parallel 
processing  on  a  cluster  of  cheap 
workstations.  Brewer  and  Gauthier 
came  up  with  a  killer  application  in 
the  form  of  Web  searches  and  posted 
their  search  engine  on  the  Web. 
Investors  came  calling.  They  raised 
about  $27  million,  including  $2  mil- 
lion from  Intel,  before  going  public 
in  June. 

The  capital  goes  a  long  way.  Ink- 
tomi's  Ultra  2s,  each  containing  two 
processors,  cost  only  $28,000 
apiece.  Put  enough  of  them  togeth- 
er, though,  and  you  have  a  team  that 
can  outscore  a  $3  million  supercom- 
puter. In  July,  Yahoo!  dropped 
Compaq's  AltaVista  search  engine 
for  Inktomi's.  "AltaVista  couldn't 
scale  up  as  well,"  says  Timothy 
Brady,  vice  president  of  productions 
at  Yahoo!.  AltaVista  has  ten-proces- 
sor Digital  Alpha  servers  handling 
searches. 

Inktomi's  founders  have  ceded 
management  of  their  company  to 
Chief  Executive  David  Peter- 
schmidt,  a  former  chief  operating 
officer  at  Sybase.  Gauthier,  who  has 
shelved  his  master's  thesis  on  paral- 
lel computing,  is  Inktomi's  chief 
technologist.  Brewer,  who  still 
teaches  computer  science  twice 
a  week  at  Berkeley,  acts  as  chief 
visionary.  They  have  ambitions  to 
take  their  technology  into  related 
fields,  such  as  on-line  comparison 
shopping. 

If  they  need  more  capital,  Wall 
Street  will  provide.  The  Street  recent- 
ly valued  Inktomi  at  1 30  times  its  rev- 
enues for  the  fiscal  year  that  ended 
Sept.  30.  If  profits  someday  vindicate 
that  lofty  valuation,  they  will  recoup 
all  the  millions  lost  on  failed  parallel 
processing  schemes.  ■■ 
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Who  hasn't  suffered  mightily  from  the  crash  of  a 
computer  network?  These  outfits  make  a  business 
out  of  reducing  your  suffering. 


Netdocs 


By  Srikumar  S.  Rao 

computer  networks  let  you  serve 
your  customers  instantaneously.  They 
can  also  let  you  down  just  as  fast.  In 
April  an  AT&T  software  upgrade 
spawned  millions  of  spurious  mes- 
sages that  crashed  the  system  and  left 
hundreds  of  thousands  of  customers 
without  service.  On  the 
Friday  before  Christmas  in 
1996,  a  network  that  verified 
account  balances  for  Long 
Island  Savings  Bank  went 
down  for  two  hours,  leaving 
shoppers  cashless. 

"Ten  years  ago  most  net- 
work failures  were  merely 
nuisances,"  says  Donald 
Lehmann,  a  professor  at 
Columbia  Business  School. 
"Today  they  can  be  cata- 
strophic." Fear  of  such  snafus 
has  thus  paved  the  way  for  a 
slew  of  startups  that  aim  to 
diagnose  your  ailing  system. 

Traditional  diagnoses 
involve  "pinging" — sending 
out  a  signal  to  each  network 
device.  The  resulting 
response  lets  you  know  that 
the  device  is  alive  and  kick- 
ing. Pinging  lacks  discern- 
ment, however. 

"The  problem  is  that 
when  a  device  fails,  all 
devices  downstream  from  it 
start  sending  alarms,"  says 
Lynda  Partner,  a  vice  presi-  ^HH 
dent  at  New  York  City- based 
Avesta  Technologies.  "Each  manufac- 
turer gives  you  a  troubleshooting 
program,  but  it  will  not  work  with 
equipment  from  a  different  vendor. 
Technicians  spend  more  than  80%  of 
their  time  trying  to  figure  out  where 
the  problem  is  so  they  can  fix  it." 

Avesta's  software  builds  a  digital 
model  of  your  system  and  updates  it 


as  often  as  every  1 5  seconds,  like  the 
stop-action  security  camera  in  a  bank. 
If  a  device  fails,  the  software  attempts 
to  isolate  the  failure  and  determine 
what  the  consequences  are.  The  pro- 
cedure includes  a  mechanism  for  fig- 
uring out  who  the  affected  users  will 


Garth  Brooks 

NetOps  helped  HBO  avoid  a  loss  on  the  concert. 


be  and  telling  them  that  the  problem 
is  being  taken  care  of.  Cost  of  the 
Avesta  solution:  $80,000  and  up, 
depending  on  network  complexity. 

System  Management  Arts,  in  White 
Plains,  N.V.,  tries  to  achieve  the  same 
end  with  a  different  method.  "Any 
part  of  the  network  diat  breaks  down 
will  trigger  hundreds  of  alarms,"  says 


Shaula  Alexander  Yemini,  president. 
"But  each  failure  has  a  unique  set  ofl 
characteristics — a  signature.  This  sig-J 
nature  tells  us  the  root  cause  of  the  J 
problem  so  technicians  can  fix  it  fast."! 
Signatures  include  signals  comingf 
from  the  device  that  first  crashes — say,J 
a  router  or  server — combined  withj 
the  death  cries  of  the  devices  down- 
stream. Cost:  $25,000  and  up. 

NetOps,  in  Pleasantville,  N.Y.,  aimsJ 
to  go  one  better  by  predicting  when 
a  network  is  likely  to  fail.  "It  is  rare     - 
for  a  network  to  crash  with  no  warn-i  *i 
ing,"  says  President  Louis  Steinberg.'    : 
"It   gives   you   signals,   such   as   a1  • 
slow  response  from  a  server,  corrupt- 
ed packets  of  information  or  highr 
error  rates  in  transmission.  If  you 
pay  attention  to  these  symptoms,  youi  «. 
can  take  preventive  action 
in  time  to  prevent  a  svstem 
crash." 

Most  systems  have  a  high'  *': 
tolerance  for  errors,  so  they 
stagger  on  for  quite  a  while  I  LJ 
before  they're  overwhelmed.)  ^ 
NetOps  collects  data  contfrH  Vi 
uously,  contacting  each  node 
of  a  network  dozens  of  timesJ 
each  second,  and  dumps  it 
off-line  for  leisurely  analysis. 
Persistent  problems  stick 
out.  "Maybe  a  router  ran 
out  of  memory  for  a  fraction 
of  a  second,"  explains  Stein- 
berg. "That  could  be  a  tip-  ^ 
off  to  a  deeper  problem  that  ■> 
could  cause  a  system  crash  il 
left  uncorrected."  NetOps 
gets  $150,000  a  year.  HBO 
found  it  well  worth  the 
money.  Last  year,  a  week 
before  the  pay-TV  channelfer 
was  to  broadcast  a  concert 
with  Garth  Brooks,  NetOps  ** 
found  and  fixed  a  potential- 
ly fatal  problem  in  a  router. 
The  broadcast  went  ofl 
without  a  hitch. 

Computer  networks  may 
not  yet  be  as  dependable  as  the  elec- 
tricity supply,  but  entrepreneurial 
ingenuity  is  bringing  that  day  a  bil 
closer.  ■ 
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Srikumar  S.  Rao  is  Louis  and  Johanna  Vorzimer 
Professor  of  Marketing  at  the  C.  W.  Post 
campus  of  New  York's  Long  Island 
University. 
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Digital  tools 


By  Stephen  Manes 


Needles  and  haystacks 


The  important  thing  about  a 
computer  file  is  what's  in  it — the 
content.  But  your  computer 
refuses  to  surrender  that  content 
unless  you  specify  precisely 
where  to  find  it.  It's  like  a  file 
clerk  who  does  everything  by 
rote. 

And  it's  absurd.  Computers 
are  superb  at  filtering  and  orga- 
nizing information.  They  should 
do  those  jobs  for  us,  not  vice 
versa.  A  program  called  Lotus 
Magellan  did  them  in  DOS  and 
became  an  essential  tool  to  a 
handful  of  diehard  addicts, 
including  me.  It  died  because 
the  rest  of  the  world  apparently 
couldn't  figure  out  why  anyone 
might  want  to  type  in  "razor 
clams"  and  see  all  one's  corre- 
spondence, spreadsheets  and 

invoices  on  the  subject  in  seconds. 

Times  change.  Today,  using  computers  to  perform 

just  that  kind  of  search  through  a  vast  realm  of  data — 

the  Web — is  commonplace.  Now  three  new  programs 

promise  to  extend  the  search  engine's  reach  to  your 

personal  information.  First  they  index  the  data  on 

your  hard  drive;  after  that,  they  can  sift  through  it 

in  a  flash. 

Software  like  this  frees  you  from 

worrying  about  where  to  put 

things  and  how  to  retrieve  them 

The  computer  becomes  a  file 

clerk  with  smarts.  You  keep  old 

E-mail  rather  than  deleting  it, 

and  your  hard  drive  becomes 

the  most  valuable  database 

you  use. 

Best  of  the  bunch  is  the 

peculiarly  named  Enfish 

Tracker  Pro.  After  index- 
ing your  hard  drive,  it 

suggests  topics  you're 

likely  to  hunt  for  in  the 

future.  Then  it  can  help 

you  develop  queries  of 

your  own  ("Find  results 

with  The  Body  Ventura 

or  wrestling  that  also 

contain  Minnesota  in  the 

last  week  but  exclude  Matt 

Drudge")  and  save  them  as 


"trackers"  you  can  retrieve  with  one  click. 

You  can  customize  the  fist  of  results  to  show  you  a 
taste  of  each  filers  contents  or  omit  these  excerpts  and 
fit  more  hits  on  the  screen  at  once.  You  can  sort  the 
list  by  date,  type  of  file,  or  estimated  relevance;  when 
you  find  what  you're  looking  for,  you  can  launch  the 
associated  application  (say,  spreadsheet  or  word 
processor)  simply  by  clicking  on  the  name  of  the  file  or 
message. 

You  can  even  view  the  contents  of  most  files  with- 
out opening  them.  Move  the  cursor  through  a  list  of 
results  in  the  left-hand  pane,  and  the  contents  pop 
up  at  the  right.  Because  the  program  understands  E- 
mail  messages  and  file  attachments,  the  viewer  can 
display  suspicious  attachments  without  officially 
opening  them. 

Enfish  can  find  and  index  Web  pages  of  your  choice. 
It  can  link  notes  you  create  to  particular  files  without 
modifying  them,  a  useful  feature  with  graphics.  Clever 
touches  abound,  including  the  ability  to  divine  from 
E-mail  headers  that  "Harry  Houdini"  is  also  "escap- 
er@straitjacket.com." 

But  Enfish  shows  its  Version  1.0  stripes.  It  can 
search  for  whole  words  only,  so  it  misses  "misses"  if 
you  specify  only  "miss."  It  can  index  removable  disks, 
but  forgets  where  they  are  when  you  remove  them.  It 
can  cause  odd  colors  to  appear  on 
the  screen.  And  on  my  ancient 
Pentium  90  with  32  megabytes  of 
RAM,  it  crashed  a  lot.  Stick  to  a 

more  powerful  machine:  On  a 
k  266  megahertz  amd-k  6  unit 
with  64  megabytes  of 
memory,  it  worked  fine.  A 
downloadable  trial  version 
is  available  at 
www.enfish.com;  the  full 
version  costs  $80. 

For  $80  less,  AltaVista 
Discovery  brings  much 
of  the  power  of 
Compaq's  estimable 
search  service  to  your 
desktop.  It  offers  more 
flexible  searches, 
including  the  use  of 
wild  cards  to  sniff  out 
"pinniped"  and 
"Pinocchio"  from  pin*. 
It  can  index  or  summa- 
rize any  Web  page  you 
visit.  It  helps  create  com- 
plex AltaVista  searches  that 


Stephen  Manes,  a  computer  industry  journalist  since  1983,  is  the  coauthoi  nf  Gates,  a  biography  of  Microsoft's  chairman. 
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The  more  your  network  does,  the  more  everyone  wants  it  to 
do.   New  technologies  create  new  demands,  new  challenges 
To  get  up-to-speed  on  the  latest  innovations  and  future  devel- 
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covering  fundamental  topics  and  complex  industry  challenges. 
Earn  Continuing  Education  Units  (CEUs)  for  completion  of 
tutorials  taught  by  the  George  Washington  University's 
Continuing  Engineering  Education  Program  instructors. 
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Find  Out  What's  On  the  Horizon  for  Enterprise 
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Attend  ComNet  for  valuable  insights  into  the  ideas  and 
technologies  that  are  shaping  the  networks  of  tomorrow. 

■  450+  exhibitors:  explore  next  generation 
solutions 

■  300+  new  product  debuts:  get  hands  on 
experience  with  the  latest  innovations 

■  Career  Fair:  network  with  industry  leaders 
and  propel  your  career  forward 

■  New  Product  Achievement  Awards: 
vote  for  the  products  you  think  will  make  the 

^^  most  impact  on  the  industry  in  1 999 

Ji^k\  ■  Remote  Networking  &  Security 

tEs*  Solutions  Center:  test  the  technologies  that 

^"I'Ni'lir  are  driving  explosive  growth  in  the  industry 

For  complete  show,  conference 
and  exhibitor  information, 
Visit  www.comnetexpo.com 
or  call  800-545-EXPO 
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a  computer  that  finds  just  the 
data  you  want  cfuickly. 


are  tricky  to  do  on  your  own. 

But  it  can't  save  searches, 
doesn't  offer  the  flexible  sorting 
and  concise  list  displays  that 
are  Enfish's  strong  point,  and 
doesn't  yet  understand  E-mail 
attachments  except  with 
Microsoft  Outlook.  It's  free  at 
www.altavista.com,  but  every 
page  it  displays  includes  a  banner  ad. 

In  this  company,  Sherlock,  the  much-hyped  search 
engine  built  into  Apple's  new  Macos  8.5,  is  a  decided 
also-ran.  Since  it  can't  yet  extract  individual  messages 
or  attachments  from  most  E-mail  programs,  it's  best 


The  CUrse  Of  the  Computer  age: '  thought  of  as  a  handy  aggregator  of 

Web  searches.  You  could  also  think 

too  much  data.  The  salvation: 


of  it  as  an  improved  version  of  the 
Mac's  former  Find  File  command, 
the'  name  by  which  its  own  help  files 
refer  to  it. 

If  you're  some  sort  of  neat  freak, 
you  may  not  need  this  stuff.  But  if 
your  computer's  true  "desktop 
metaphor"  is  your  desk — a  pile  of  files  and  folders  that 
are  impossible  to  find  when  you  want  them — you'll 
give  thanks  for  software  like  this  every  time  you 
wonder  what  that  customer  really  told  you  a  year  ago 
last  Christmas.  M 


Deconstructing  Imac 


Give  Steve  Jobs  credit:  Apple's  Imac  is  a  masterpiece 
of  marketing.  Its  colorful  retro-futuristic  roundness  and 
slick  ad  campaign  position  it  as  a  stylish  product  aimed 
at  superior  beings  willing  and  able  to  pay  a  premium  for 
snob  value.  Only  Jobs  would  have  the  chutzpah  to 
develop  an  ad  campaign  to  scoff  at  beige,  thereby  mak- 
ing fun  not  just  of  competitive  products 
but  also  of  every  other  desktop  model 
he  sells. 

The  Imac  is  a  decent  machine,  but 
like  many  high-style  products,  comes 
with  its  share  of  functional  flaws. 

1.  The  fan's  too  loud.  In  my  office 
the  Imac  drowns  out  most  of  the  noise 
from  both  of  my  other  machines.  True, 
it's  up  on  the  desk  and  nearer  the  ears 
than  floor-standing  units,  but  that's  all 
the  more  reason  for  quiet.  It's  particu- 
larly disappointing  coming  from  Jobs, 
reportedly  the  mastermind  behind  the 
original  Mac's  silent,  no-fan  design. 

2.  The  little  speakers  in  the  Imac  are 
the  worst  I've  heard  in  years  on  a  desk- 
top PC,  just  slightly  less  tinny  than  the 
ones  in  typical  laptops.  That's  not  good 
in  a  machine  with  multimedia  preten- 
sions. And  when  you  want  to  squelch 
some  annoying  Web  site  fast,  nothing 
beats  turning  a  real  volume  dial  or 
knob.  You  get  one  with  an  $800  PC. 
Not  on  an  Imac. 

3.  There  is  no  delete  key.  Everybody  knows  the  Imac 
comes  without  a  built-in  floppy  disk  drive,  but  at  least  you 
can  buy  one  from  a  diird  party'.  You  can't  buy  a  key  that 
deletes  characters  to  die  right  of  the  cursor  widiout  buying 
an  entire  keyboard,  too.  Yes,  there's  a  key  marked  "delete" 
on  die  snappy  translucent  keyboard,  but  diat's  what  the 
world  outside  the  Apple  ashram  calls  "backspace ." 


4.  Watching  the  aqua  and  white  hemispheres  of  the 
mouse  ball  through  the  translucent  top  as  they  create  yin 
and  yang  effects  is  kind  of  cool.  Using  the  kid-size  mouse 
with  adult  hands  is  not. 

5.  To  reboot  a  frozen  machine,  you  need  a  paper  clip. 
The  first  time  I  tried  an  Internet  connection,  the  screen 

reported  errors  of  type  3  and  type  2  and 
?     recommended  that  I  restart  the 
p     machine.  The  only  official  method  is  to 
stick  a  paper  clip  into  one  of  two  almost 
invisible  holes  hidden  behind  a  door  to 
the  cable  connections  and  labeled  with 
the  tiniest  icons  my  bifocals  have  ever 
tried  to  resolve.  Unofficial  method:  pull 
the  plug. 

6.  The  documentation  is  out  of  step 
with  the  machine.  A  help  file  explains 
that  "You  must  have  a  modem  capable 
of  transmitting  data  at  14,400  baud  to 
access  the  Internet  from  your  comput- 
er." Since  every  Imac  includes  a  modem 
roughly  four  times  that  fast,  why  insult 
users  with  irrelevant  information  (and 
misuse  the  term  "baud"  in  the  bargain)? 
Apple's  top-to-bottom  integration  is 
supposed  to  offer  real  benefits.  Not  here. 

7.  The  shiny  plastic  facade  is  a  magnet 
for  distracting  reflections.  A  matte  finish 
like  the  one  on  the  sensuous  power  cable 
would  make  a  lot  more  sense. 

If  you  absolutely  demand  a  bulbous 
blue  computer,  the  Imac  will  spare  you  any  need  to 
comparison  shop — except  to  make  sure  you  get  the 
latest  version,  which  includes  a  significandy  faster 
graphics  chip  than  the  original,  4  megabxtes  more 
video  ram  and  Macos  8.5.  Pioneers  who  bought  the 
original  Imac  don't  even  get  die  operating  system 
upgrade  free.  -S.M.     M 
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The  Digital  Experience 


JVC'S  HIGH  PERFORMANCE  DIGITAL  CYBERCAM 
THE  GR-DVFW  CAMCORDER 

JVC's  high  quality 
picture  and  sound 
with  DV  format  and 
PCM  Digital  Stereo 
bring  to  life  what 
you  never  thought 
possible.   With  the 
110,000-Pixel  2.5" 
LCD  tiltable  monitor, 
you  are  able  to 
pomt-and-shoot  over 
the  largest  of 
crowds.   Close-ups 
have  never  been  so 
clear.,  the  Optical 
16x  Zoom  with  F1.6 
Lens  makes  it  possible  with  just  the  touch  of  a  finger    Our  Picture 
Stabilizer  helps  eliminate  all  of  those  unwanted  shaky  movements. 
Extreme  magnification  calls  for  the  160x  Super  Digital  Zoom  with 
Spline  Interpolation  that  helps  makes  any  image  complete.   The  Built-in 
Auto  Light  turns  on  and  off,  automatically,   which  allows  you  more  time 
to  be  creative  with  your  pictures.   JVC's  camcorder  introduces  Digital 
Effects  and  Scene  Transitions  made  easyl   Strobe,  black  &  white 
sequence,  a  variety  of  faders  and  dissolves  make  for  the  ultimate 
creative  footage.  And  with  the  help  of  the  Advanced  Snapshot  & 
Motor  Drive  Modes,  you  can  add  a  white  border  or  drop-shadow  to 
any  picture!   JVC's  High-Performance  Long  Life  Battery  allows  for 
hours  of  quality  Digital  Performance. 


THE  OLYMPUS  D-340L  DIGITAL  CAMERA 

When  Olympus  introduced  the  1.3  mega-pixel  D-340L  compact  digital 
camera  it  elevated  the  world's  most  award-winning  digital  camera  line 
to  new  heights.  Equipped  with  a  razor-sharp  2X  zoom  all-glass  F2.8 
lens,  the  D-340L  features  a  smudge-resistant,  actual-image,  2-inch  color 
LCD;  four-flash  modes;  macro  to  four  inches;  and  rapid  ten-image 
capture  in  five  seconds.  The  4MB  re-usable  SmartMedia™  card  holds 
up  to  60  images,  and  downloads  to  any  computer  with  the  optional 
FlashPath  3.5"  floppy  disk  adapter.  The  D-340L  can  also  direct-connect 
to  a  TV  or  Olympus 
P-300  Personal 
Printer.  Software 
mcludes  Adobe® 
Photo  Deluxe™, 
PhotoShop™  plug-in, 
InMedia®  Slides  and 
Sound™,  and  a  spe- 
cial panorama-stitch- 
ing program. 


ePhoto  1680  DIGITAL  CAMERA 

The  flagship  in  Agfa's  digital  camera  family,  the  ePhoto  1680 
is  a  feature-rich  solution  for  professionals  who  use  photos  in 
their  work  or  require  high-quality  images  for  personal  use. 
This  digital  camera  solution  provides  photo-quality,  1 .3-million 
pixel  images,  in  a  unique,  user-friendly  design.  Agfa's 
breakthrough  PhotoGenie™  technology  further  expands  the 
1680's  overall  image-quality,  allowing  the  camera  to  achieve 
an  image  quality  of  up  to  1 .9  million  pixels. 

Several  key  features  of  the  ePhoto  1680  make  Agfa's 
digital  camera  truly  unique  to  the  marketplace,  including 
the  FlashTrack™  swivel  zoom  lens,  a  superior  2-inch 
high-resolution  color  LCD  screen  and  virtually  unlimited 
picture  storage  with  SmartMedia™   removable  memory. 


In  addition  to  Agfa's  PhotoWise  software  (V1.6),  a 
full-featured  application  for  accessing,  managing  and 
enhancing  digital  photos,  the  ePhoto  1680  is  bundled  with 
LivePicture's  PhotoVista™  (V  2.0),  for  stitching  together 
seamless  panoramic  and  360°  surround  images,  and 
LivePixSE™,  a  superb  photo-editing  application  with  full 
FlashPix™  compatibility 

Contact  Information 

AGFA 

888/231-2432  (product  information) 

978/658-0200,  ext.  5196  (to  purchase  the  ePhoto  1680) 

www.agfahome.com 

AGFA 

200Ballardvale  Street 
Wilmington,  MA  01887 
978/6585600 


www.  dealerscope.  com 


DEALERSCOPE 

CONSUMER  ELECTRONICS  MARKETPLACE 


We  are.  And  whether  it's  working  with  technology  partners,  channel  partners  or  our  customers,  it's  a  true  collab 


Internet  commerce  to  mission-critical  applications  in  finance,  communications,  manufacturing  and  beyond.  Forr 


ph  we  help  innovate,  develop 


and  fine-tune  the  best  solutions — in  everything  from 


rs,  better  answers,  reach  us  at  www.compaq.com/hub  or  1-800-AT-COMPAQ. 

Better  answers: 
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By  Joseph  R.  Garber 


Differential  equations  made  sexy 


Unfortunately 
for  us 
umpires, 
this  year 
there  were 
too  darned 
many 
standouts. 


To  find  out  the  winners' 
prices,  hardware 
requirements  and  Web 
site  addresses,  go  to  the 
contest  sponsor's  site, 
www.newmedia.  com; 
you'll  find  hot  links  and 
content  information  for 
most  of  the  outfits  I 
have  mentioned  in  this 
column  and  for  many 
more  that  I  haven't. 


This  year  was  my  fifth  helping  to  judge 
the  Invision  competition  for  best  multimedia 
of  the  past  12  months.  In  this  contest,  spon- 
sored by  NewMedia  magazine,  Web  sites 
and  CD-ROMs  compete  in  seven  categories 
for  awards  of  excellence  and  in  two  for  best- 
of-show  awards.  Until  now,  one  entry  has 
always  stood  head  and  shoulders  above  the 
rest.  But,  unfortunately  for  us  umpires,  this 
year  there  were  too  darned  many  standouts. 

Take  the  contestants  for  best  entertain- 
ment software.  The  first  CD-ROM  we  evalu- 
ated was  Real  World  Multimedia's  Ceremo- 
ny of  Innocence,  a  seductive  retelling  of  Nick 
Bantock's  bestselling  Griffin  &  Sabine  trilo- 
gy. With  stunning  art,  haunting  music  and  a 
strong  story  narrated  by  Ben  Kingsley  and 
Isabella  Rossellini,  I  thought  we'd  found 
our  winner  on  the  spot. 

But  then  we  looked  at  DroidWorks  from 
LucasArts.  The  game's  objective:  cobble 
together  a  wacky  robot  from  spare  parts  and 
guide  the  critter  through  a  series  of  thank- 
fully nonviolent  Star  Wars  missions.  George 
Lucas'  software  wizards  have  outdone 
themselves.  The  game  is  as  witty  as  it  is 
intellectually  challenging.  Give  this  one  to 
your  kids  for  Christmas  and  they'll  still  be 
playing  it  on  Easter — if  they  can  get  it  away 
from  their  father. 

There  was  a  third  terrific  entrant.  Span- 
ning a  gargantuan  seven  cd-roms,  The  X- 
Files  game  breaks  new  ground.  Not  only 
does  its  video  driver  generate  smooth -as -silk 
full-screen  movies  (at  least  if  you  have  a 
120-megahertz  machine,  250  megabytes  of 
free  hard-drive  memory  and  an  8x  cd-rom 
drive),  but  the  user  interface  is  calibrated  to 
the  player's  emotional  state.  Be  paranoid 
and  you'll  get  one  outcome;  be  skeptically 
amused  and  you'll  get  another. 

After  much  debate,  we  chose  Ceremony  of 
Innocence  for  the  entertainment  award  of 
excellence. 

The  same  dilemma  arose  in  evaluating 
educational  entries.  Intended  for  criminolo- 
gy students,  Wadsworth  Publishing's  Crime 
Solvers  confronts  users  with  all  the  unnerv- 
ing ambiguities  cops  face  in  weighing  evi- 
dence— and  the  wrenching  choices  they 
must  make  in  deciding  how  to  charge  a  sus- 
pect. It's  uncompromising,  intense  stuff 


that  would  have  won  hands  down — were  it 
not  for  ODE  Architect  from  Intellipro.  ODE 
stands  for  ordinary  differential  equations, 
those  Newtonian  things  that  describe  the 
curve  of  a  bridge's  suspension  cable  or  the 
orbit  of  Mars.  ODE  teaches  math  the  way  it 
should  be  taught,  using  sassy  3-D  graphics 
to  simulate  the  real-world  implications  of 
what  are,  for  most  people,  impossibly 
abstract  objects.  I  overheard  more  than  one 
judge  remark,  "If  I'd  had  this  when  I  was 
studying  calculus,  I  might  actually  have 
learned  something."  ode  won. 

In  corporate  multimedia,  as  in  some 
other  categories,  we  had  CD-ROMs  compet- 
ing with  Web  sites.  This  is  as  it  should  be:  A 
superb  Java  programmer  can  feed  you  Web 
action  that  makes  you  think  you  are  run- 
ning the  kind  of  CD-ROM  you  would  have 
paid  $50  for  five  years  ago. 

Can,  but  doesn't  always.  No  question, 
outfits  like  Apple,  UPS,  Compaq,  HP,  Mer- 
cedes and  Lucent  fielded  attractively 
designed  cd-roms  and  Web  sites.  Money 
was  hurled  at  these  projects.  But  so  was  cor- 
porate groupthink.  After  hours  of  viewing 
gorgeous  but  leaden  multimedia,  the  jurors 
gave  reluctant  awards  of  excellence  to 
Apple's  Web  site  and  to  a  German-language 
CD-ROM  that  advertises  Mercedes-Benz's 
new  A-Klasse  minicar. 

The  award  for  best  Web  site  of  all  went  to 
a  very  dark  horse:  www.mediaboy.net. 
MediaBoy  is  the  quirky  product  of  a  20- 
year-old  Web  designer  who  just  graduated 
from  the  Vancouver  Film  School's  multi- 
media program.  Giving  a  resounding  Bronx 
cheer  to  conventional  principles  of  "good" 
Web  design,  it  mixes  raw  anarchy,  clever 
technology  and  mordant  humor  to  lampoon 
just  about  every  platitude  about  the  Internet 
ever  spoken.  If  you  are  responsible  for  a  cor- 
porate Web  site,  check  out  MediaBoy  to  see 
why  you  are  boring  half  your  viewers.  If  you 
aren't,  check  it  out  just  to  be  amused. 

When  it  came  time  to  vote  for  best-in- 
show,  the  jurors  split  right  down  the 
middle.  Ceremony  of  Innocence  and  X-Files 
were  nose  to  nose,  separated  by  only  one 
ambiguous  absentee  ballot.  The  jurors' 
decision:  The  only  fair  thing  to  do  was  give 
them  both  top  honors.  M 


Joseph  R.  Garber's  E-mail  address  is  garber@well.com 
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IT  clearl 


75%  of  the  top  500 

companies  look  to 

us  to  help  them 

manage  information 

technology. 


K)  GartnerGroup 


The  Voice  of  IT 


You've  seen  what  IT  (information  technology) 
can  do  for  a  company.  Now  meet  the 
company  that  will  give  you  IT  management 
insight:  GartnerGroup.  Our  worldwide  team 
of  775  analysts  represent  the  top  minds  in  IT. 
They'll  help  you  look  beyond  the  obvious  to  see 
the  business  impact  of  technology  issues.  And 
their  quick,  actionable  advice  will  guide  you  in 
making  decisions  and  managing  technology  in 
the  most  effective,  not  the  most  predictable,  way. 

GartnerGroup  is  the  voice  of  IT.  By  combining 
bottom-line,  business-oriented  analysis  with  in-depth 
knowledge  of  technology  trends  and  developments, 
we  help  clients  approach  long-  and  short-term  IT 
issues  with  confidence.  And  with  an  unmatched  track 
record  for  reliability  and  accuracy,  it's  no  wonder  that 
75%  of  the  country's  top  500  companies  are  also 
GartnerGroup  clients. 

Looking  for  a  better  way  to  manage  IT?  Give 
GartnerGroup  a  call  at  +1-203-316-6202  or  visit  us  on 
the  World  Wide  Web  at  www.gartner.com. 


for  strategic  advantage  through  technology,  subscribe  to  txecutive  idge  from  GartnerGroup 
and  forbes.  for  a  complimentary  subscription,  fax  your  business  card  to  +1-712-755-7180. 


software  horizon 

By  Guy  Kawasaki 


The  new  status  symbol 


Much  as 
Hove 
Porsches, 
there  is  no 
substitute  for 
a  successful 
angel 
investment. 


Passe:  Porsches,  houseboats,  fighter 
planes.  Touche:  Founder's  stock  in  a  hot 
startup. 

Expensive  toys  are  no  good  as  status  sym- 
bols in  the  digital  economy  because  they 
show  how  much  you  owe.  No,  sir,  the  new 
status  symbol  of  the  digital  elite  is  founder's 
stock  in  a  hot  startup  because  it  shows  how 
much  you  know. 

The  early-stage  investor  is  called 
an  "angel."  The  term  once  referred  to 
rich  individuals  backing  Broadway  plays, 
but  suffice  it  to  say  that  most  technology 
angels  have  a  different  motivation  than 
supporting  the  arts.  If  you  want  to  be  an 
angel,  there's  no  sense  in  dusting  off  your 
old  copy  of  The  Intelligent  Investor  because 
there's  no  market  price — and  there  are 
no  earnings  in  sight.  Instead,  consider 
these  four  factors  when  making  an  angel 
investment. 

Factor  number  one:  the  idea.  This  is  ele- 
mentary, but  ask  who  would  use  the  prod- 
uct. The  best  answer  is  that  you  already  use 
it.  The  second  best  answer  is  that  you 
would  use  it  if  it  existed.  But  if  the  entre- 
preneur has  to  pound  on  you  to  prove  that 
prospective  customers  exist  "out  there," 
you're  well  on  the  way  to  obtaining  a  capital 
loss  carryforward. 

If  the  product  passes  this  buyability  test, 
ask  what  makes  the  product  defensible.  The 
answers  that  you  don't  want  to  hear  are 
"our  branding"  and  "our  patents."  Great 
products  establish  great  brands;  great 
brands  don't  establish  great  products.  And 
high-technology  markets  move  too  fast  for 
patents  to  matter.  The  answers  that  you  do 
want  to  hear  are:  a  head  start  in  technolo- 
gy; a  team  that  can  innovate  faster  than 
anyone  else;  and  powerful  alliances  (more 
on  this  later). 

Also  in  the  idea  department:  Can  you 
figure  out  the  business  model?  Not  only 
does  someone  have  to  use  the  product, 
someone  has  to  pay  for  it.  Suppose  that 
you're  a  Barry  Manilow  tan,  and  an  entre- 
preneur has  an  idea  to  create  a  Barry 
Manilow  Web  site.  You'd  use  it.  It  may  even 
be  defensible — if  for  no  other  reason  than 
no  one  else  would  do  it.  But  who's  going  to 
pay?  Barry's  record  company  may  pay  for  a 


click  through  to  its  site,  but  it's  sure  hard  to 
see  an-lPO  down  the  road. 

Finally,  are  there  bite-size  stages  of  devel- 
opment? Typical  angel  financing  provides 
$500,000  to  $1.5  million— enough  to  get 
the  company  through  the  prototype — or 
proof-of-concept  stage.  Then  there  will 
probably  be  another  round  of  financing. 
However,  if  the  entrepreneur  tells  you  that 
he  needs  an  absolute  minimum  of  $10  mil- 
lion to  get  started,  the  warning  bells  should 
go  off.  Angel  financing  should  fund  small, 
progressive  steps,  not  the  whole  ball  of  wax. 

Factor  number  two:  the  source  of  the 
referral.  The  best  source  of  investment 
opportunities  is  people  who  have  experience 
picking  from  a  constant  flow  of  new  deals; 
for  example,  law  or  accounting  firms  that 
specialize  in  forming  or  auditing  tech- 
nology startups. 

Factor  number  three:  the  quality  of  the 
entrepreneur.  You  want  to  invest  in  people 
who  run  at  a  high-megahertz  rate — i.e., 
smart  ones — and  who  are  adaptable 
(because  a  smart,  stubborn  entrepreneur 
might  as  well  be  a  dumb  one).  Other 
important  qualities  include  a  relevant  back- 
ground and  a  success  record,  but  these  pale 
in  comparison  with  chip  speed  and  adapt- 
ability. Steve  Jobs  and  Bill  Gates  weren't 
proven  commodities  when  they  started  their 
companies,  but  they  are  off  the  scale  when 
it  comes  to  intelligence  and  adaptability. 

Factor  number  four:  the  existence  of 
organizations  that  would  be  natural  part- 
ners and  allies.  Think  twice  about  investing 
in  a  lone  wolf.  This  is  harsh,  but  if  you 
can't  think  of  a  partner  or  ally,  there  might 
not  be  a  market  at  all.  For  example,  if  a 
company  is  developing  the  ultimate  spam- 
killer,  the  logical  partners  are  Internet  ser- 
vice providers.  And  nota  bene:  Today's  part- 
ner is  tomorrow's  acquirer.  It's  nice  to  have 
an  exit  ramp. 

Follow  this  advice  and  the  next  time  your 
buddy  tells  you  that  she  purchased  a  new 
Porsche,  you  may  be  able  to  come  back 
with,  "I  was  an  early  investor  in  Yahoo!,  and 
now  the  other  companies  in  my  portfolio 
are  about  to  go  public."  Much  as  I  love 
Porsches,  there  is  no  substitute  for  a  suc- 
cessful angel  investment.  WM 


Guy  Kawasaki  is  the  chief  executive  of  Garage.com,  a  startup  capital  Un    m  Palo  Alto,  Calif. 
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the  1999  MC  ICON  AWARDS 


1^^  /"\  fcl      They're  on  the  way.  Look  for  the  ICON  Awards  call  for  entries  coming  soon  in  MC, 
^^  V^  I   ^1  Sponsored  by: 

AWARDS     Adweek,  Brandweek,  and  Mediaweek.  For  more  information,  contact     w-^       « 
Alexandra  Scott -Hansen  at  (212)  586-6587  or  log  on  to  >  www.marketingcomputers.com.     capitalist  tooi» 
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Hodson's  choices 

Not  for  the  faint  of  heart  is  the  task  of  running  an  investment  fund  in  a  communist 
dictatorship.  In  Cuba,  British  money  manager  Simon  Hodson  must  create  his  own 
opportunities. 

By  Kerry  A.  Dolan 

How's  this  for  a  challenge: 
Where  to  invest  $33  mil- 
lion raised  by  a  British 
closed-end  fund  focused  on 
Cuba,  a  country  devoid  of 
any  Western-style  private 
businesses? 

That's  what  Simon 
Hodson,  a  buoyant  32-year- 
old  Brit,  faced  when  he 
landed  in  Havana  two  years 
ago.  Fresh  from  a  stint  with 
the  U.K.  Commonwealth 
Development  Corp.,  Hodson 
had  been  doing  everything 
from  developing  shopping 
malls  in  Honduras  to  priva- 
tizing coffee  plantations  in 
Zimbabwe. 

But  even  for  funds  that 
invest  in  emerging  and  "pre- 
emerging"  markets,  com- 
munist Cuba  is  uncharted 
territory.  So  as  chief  invest- 
ment officer  for  Havana 
Asset  Management — which 
runs  the  Beta  Gran  Caribe 
fund,  the  first  fund  dedicat- 
ed exclusively  to  investing  in 
Cuba — Hodson  had  to 
draw  his  own  road  map. 
That  m«.ans  coming  up 
with  the  idea,  the  risk  capi- 
tal and  the  management. 
It's  a  lot  to  ask  of  a  fund 
manager.  But  then,  he's  not 
going  to  be  compared 
unfavorably  to  Cuban  experts  in 
these  other  specialties  because  there 
aren't  any  to  speak  of. 

Hodson  has  bagged  12  invest- 
ments for  the  fund,  which  is  part 
of  the  London-based  Beta  Funds 
family  and  trades  on  the  Irish 
Stock  Exchange.  Of  those  12,  half 
are  in  companies  Hodson  himself 
helped  create. 

Launching  a  Cuban  business  is  no 


Simon  Hodson,  chief  investment  officer  for  Havana  Asset  Management 
Mastering  the  art  of  capitalist  investment  in  a  communist  country. 


easy  task.  Under  nearly  40  years  of 
Fidel  Castro's  iron  rule,  the  country 
has  devolved  into  a  dilapidated  mess, 
with  poor  infrastructure  and  minimal 
services.  "It  would  be  nice  if  the 
Cuban  government  told  us  what 
[businesses]  they  wanted.  But  no, 
that  would  be  too  easy,"  he  says  from 


his  office  in  a  scruffy  coastal  Havana 
high-rise. 

To  establish  Trinidad  S.A.,  a  joint 
venture  real  estate  development  com- 
pany, he  first  had  to  convince  the 
Cubans  that  real  estate  was  a  good 
idea.  That  took  18  months  of  tedious 
negotiations  with  various  bureaucrats 
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Latin  American  options 


Annualized  total  return*       Assets        Premium/         Annual 
3  years         latest  12        9/30/98        discountt        expenses 
months  ($mil)  per  $100 


Argentina  Fund 

15.8% 

-31.5% 

$108 

-26.0% 

$1.71 

Brazil  Fund 

-12.7 

-44.4 

288 

-25.3 

1.46 

Chile  Fund 

-37  0 

-46./ 

171 

-27.1 

3.34 

Herzfeld  Caribbean  Basin 

14.7 

-20.6 

9 

-9.4 

3.21 

Latin  America  Equity 

-32.4 

-50.9 

84 

-26.6 

2.02 

Mexico  Fund 

-3.7 

-48.9 

722 

-23.7 

0.91 

and  committees.  Final  approval  had 
to  come  from  the  Council  of  Minis- 
ters— a  group  that  includes  Castro 
and  is  headed  by  Vice  President 
Carlos  Lage. 

Hodson's  partner  is  Cimex,  a  gov- 
ernment-owned conglomerate  that 
owns  50%  of  the  venture  and  is  pro- 
viding land,  cheap  labor  and  materi- 
als like  cement.  Beta  Gran  Caribe  put 
up  100%  of  the  initial  $6.2  million 


investment  capital.  In  August 
the  joint  venture  broke 
ground  on  a  74-unit  apart- 
ment complex  in  the  leafy 
Havana  suburb  of  Miramar. 
Hodson  hopes  to  sell  the 
units  starting  at  $100,000 
each  to  foreign  businesspeo- 
ple  who  are  moving  to  or  reg- 
ularly visiting  Cuba  in  antici- 
pation of  Castro's  inevitable 
departure. 

Having  camped  out  in  a 
Cuban  hotel  with  his  wife  for 
14  months  while  waiting  for 
permanent  housing,  Hodson 
knows  firsthand  the  demand 
for  which  he's  building.  He 
talks  about  getting  a  25%  to 
30%  annual  return  on  this  real 
esjtate  project.  Of  course,  the 
number  could  easily  turn  out 
to  be  minus  100%,  but  if  the 
project  comes  off  as  planned 
a  rich  reward  is  not  impossi- 
ble— not  in  a  country  as 
starved  for  capital  as  Cuba  is. 
Hodson  has  also  invested 
$3.5  million  in  two  biotech 
ventures,  partnering  as  in  the 
real  estate  deal  with  the  Cuban 
government.  The  first  is  York  Medical, 
a  Canadian-based  company  designed 
to  license  products  originating  in 
Cuba;  York  now  has  an  antibacterial 
and  antifungal  ointment  in  clinical 
trials  in  Canada.  The  second  is  Biog- 
nosis,  a  company  registered  on  the 
island  of  Guernsey  that  is  developing 
diagnostic  kits  for  sale  globally. 

Here,  there's  precedent  for  success: 
Cuban  biotech  centers  have  turned 


out  some  promising  developments, 
including  a  meningitis  vaccine  now 
marketed  in  several  South  American 
countries. 

Another  home-grown  investment 
is  Caribbean  Finance  Corp.  (cfc),  a 
$5.7  million  (assets)  offshore  venture 
with  a  Cuban  insurance  company, 
aimed  at  meeting  the  short-term 
financing  needs  of  Cuban  entities. 

It  works  like  this:  Say  a  Cuban 
assembly  plant  wants  to  import  elec- 
tric and  other  parts  from  China  to 
make  fans  and  refrigerators.  CFC  may 
grant  a  loan  of  $200,000  and  secure 
it  with  a  hard-currency  receivable, 
like  receipts  of  the  refrigerator  and 
fan  sales  from  the  shop  that  will  sell 
them.  Since  it  was  set  up  in  June 
1996,  cfc  has  issued  80  loans,  rang- 
ing in  size  from  $100,000  to 
$500,000,  charging  interest  of  18% 
to  24%,  without  a  single  default. 

Hodson's  also  doing  some  treasure 
hunting— literally.  He's  invested  in 
Visa  Gold  Resources,  a  private  com- 
pany incorporated  in  the  Turks  and 
Caicos  Islands  that  acquired  the 
rights  to  hunt  for  sunken  Spanish 
galleons  in  two  areas  off  Cuba's 
coast.  The  salvage  artists  can  keep 
half  the  loot,  and  hope  to  make  more 
on  their  investment  through  televi- 
sion and  books. 

Other  investments  include  a  100- 
room  boutique  hotel  in  central 
Havana  now  under  reconstruction 
and  a  company  that  makes  furniture 
for  Cuba's  better  hotels.  Discussions 
are  near  completion  for  a  30%  stake 
in  a  new  soft-drink  bottling  plant. 

How's  it  all  working?  Hard  to  say, 
since  it's  next  to  impossible  to  assign 
a  value  to  half-finished  projects.  For 
what  it's  worth,  the  fund  claims  a  net 
asset  value  of  9  Swiss  francs  a  share,  a 
number  that  hasn't  budged  much 
since  its  inception  in  February  1996. 
The  Swiss  franc  has  fallen  against  the 
dollar,  however,  and  second  thoughts 
by  investors  have  caused  them  to 
dump  the  shares,  pushing  them  down 
to  a  trading  price  of  about  half  the 
net  asset  value. 

This  is,  in  short,  the  longest  of 
long  shots,  but  if  there's  going  to  be 
any  kind  of  post-Castro  economic 
boom,  Hodson  and  his  Beta  Gran 
Caribe  fund  are  positioned  to  take 
advantage  of  it.  WM 


Forbes  ■  November  30,  1998 


351 
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Rest  in  peace 

Protect  your  estate  from  the  bulls  and  the  bears. 


By  Carrie  Coolidge 

Given  the  stock  market's  recent 
gyrations,  here's  a  good  fall  project: 
Revisit  your  will.  "If  a  will  has  specif- 
ic numbers,  I  have  my  clients  check  it 
every  couple  of  years,  more  often  if 
there's  a  big  event,"  says  Anne 
Hilker,  a  partner  in  estate  planning  at 
New  York's  Dewey  Ballantine. 

A  will  is  like  a  contract  for  which 
you  do  not  know  the  closing  date.  So 
you  must  take  changing  conditions 
into  account.  Every  estate  planner  has 
unfortunate  tales  of  those  who 
didn't.  Natalie  Choate,  an  attorney 
with  Bingham  Dana  in  Boston, 
remembers  a  man  who  died  unex- 
pectedly in  1983.  His  will  named  his 
wife  as  his  sole  heir,  but  his  invest- 
ments had  gone  south. 

When  she  called  his  employer  to  ask 
about  his  retirement  account,  she  dis- 
covered that  it  was  worth  $75,000. 
But  her  husband  had  named  his  sister 
as  beneficiary  when  he  was  hired  ten 
years  before  and  still  unmarried.  The 
sister  got  the  entire  account  and 
refused  to  share  it.  (A  federal  law 
enacted  in  1984,  too  late  to  bear  on 
this  case,  says  a  spouse  must  give  con- 
sent when  a  retirement  account  holder 
names  a  nonspouse  beneficiary. ) 

Rising  values  can  also  bring  distor- 
tions that  invite  controversy.  Recent 
news  reports  detailed  the  $500  mil- 
lion-plus charitable  bequests  of 
Donald  and  Mildred  Othmer,  who 
made  fortunes  from  early,  long-held 
investments  in  Berkshire  Hathaway. 

The  Othmers'  wills  left  certain  per- 
centages of  the  bulk  of  their  assets  to 
various  charities  and  cash  bequests  to 
several  more.  When  Donald  died  at 
age  91  in  1995,  his  7,000  shares  of 
Berkshire  Hathaway  were  worth 
$29,000  each.  But  three  years  later, 
at  Mildred's  death,  the  value  of  her 
7,500  shares  had  more  than  doubled, 
to  $70,000  each. 

In  April  a  niece  of  Mrs.  Othmer's 
went  to  court  alleging,  among  other 
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things,  that  her  aunt  had  intended  to 
leave  less  to  charity  and  more  to  the 
family.  A  settlement  was  reached  in 
principle  late  last  summer  (with  terms 
kept  secret),  and  the  legal  bills  are  still 
mounting. 

Suggestions  from  the  experts: 

■  If  you  are  making  specific  bequests, 
try  to  put  upper  and  lower  limits  on 
them.  Example:  "I  leave  to  my 
nephew  Jim  either  $15,000  or  1%  of 
my  estate,  whichever  is  less."  Such 
simple  phrasing  could  have  prevent- 
ed a  nasty  battle  witnessed  by  Charles 
Rosebrock,  a  senior  partner  with 
Nutter,  McClennen  &  Fish  in 
Boston.  In  it,  an  owner  of  a  publish- 
ing company  named  a  charity  as  the 
recipient  of  a  percentage  of  his  assets. 

The  will  allowed  the  executor  to 
fulfill  the  bequest  either  with  cash  or 
stock  in  the  closely-held  company. 
But  when  the  executor  chose  to  give 
the  stock,  the  charity  argued  it  wasn't 
worth  much  and  wanted  more.  The 
result  was  an  ugly  fight,  ultimately 
settled  out  of  court. 

■  Don't  name  specific  investments  or 
specific  accounts  in  your  will  unless 


it's  to  your  primary  heir.  What  if  one 
account  triples  in  value  while  anoth- 
er stays  flat?  Or  what  if  you  change  an 
account  or  investment  and  forget  to 
revise  your  will? 
'  "People  need  to  think  in  terms  of 
their  total  estate  rather  than  account 
A  and  account  B,"  says  Choate.  Only 
special  assets  like  heirloom  furniture 
and  jewelry — in  other  words,  those 
items  you  want  to  stay  in  the  family 
require  specific  provisions. 
■  Make  gifts  before  you  die,  if  you  can 
afford  to.  "You  get  to  see  how  people 
will  use  your  money,  and  you  get  plea- 
sure that  you  don't  get  when  you're 
dead,"  says  Theodore  R  Wagner,  a 
partner  with  New  York's  Carter,  Led- 
yard  &  Milburn — and  one  of  the; 
Othmer  estate's  attorneys.  This  move 
can  also  save  estate  taxes  on  future, 
growth  in  an  asset's  value.  There  are, 
caveats.  Evaluate  carefully  any  gift  of  a 
highly  appreciated  asset,  because  it 
would  no  longer  qualify  for  the  step- 
up  in  cost  basis  when  you  die. 

Indeed,  be  exceedingly  careful 
about  giving  noncash  assets,  says 
Rosebrock:  "If  you  guess  wrong,  it 
can  have  horrendous  results." 

Rosebrock  remembers  one  wealthy 
investor  with  a  large  amount  of  highly 
volatile  stock  in  one  firm  that  made  up 
the  bulk  of  his  estate.  Hoping  it  would 
appreciate,  his  advisers  told  him  to 
give  it  to  his  children.  So  he  gave 
them  large  blocks  and  paid  gift  tax  on 
the  transfer. 

Unfortunately,  the  stock  plunged 
and  the  investor  died  two  years  after 
making  the  gift.  His  family  was 
shocked  to  discover  that  they  had  to 
add  back  into  the  estate  not  only  the 
value  of  the  taxable  gifts,  at  the 
stock's  prior  high  value,  but  also  the 
value  of  the  gift  tax,  because  he  died 
within  three  years.  No  one  gave 
much  thought  to  the  meaning  of 
stock  volatility.  The  man  should  have 
given  away  smaller  amounts  of  stock 
plus  some  cash,  or  advised  his  chil- 
dren to  buy  a  few  puts. 

Want  to  amend  your  will  without 
incurring  the  trouble  and  expense  of 
rewriting  the  whole  thing?  Just  add  a 
codicil  making  the  changes  you  want. 
The  only  disadvantage:  hurt  feelings, 
because  your  heirs  will  know  what 
you  did,  and  when.  But  hey,  that 
won't  be  your  problem.  M 
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Money  and 

Bear  trap 

Oil  and  gas  stocks  down  50%  look  mighty  tempting. 
A  word  of  warning:  Don't  just  look  at  the  market 
capitalization.  Look  at  the  debt. 


By  Daniel  Fisher 

By  some  measures,  Gothic  Energy  is 
a  screaming  bargain.  The  Tulsa,  Okla. 
oil  and  gas  explorer's  shares,  off  85% 
from  a  high  a  year  ago  of  $3.38,  trade 
at  50  cents  apiece,  yielding  a  market 
value  of  $8  million.  That's  less  than 
Gothic's  $11  million  in  cash,  well 
below  its  estimated  1998  revenue  of 
$56  million  and  a  fraction  of  the 
$300  million  discounted  present  value 
of  its  oil  and  gas  reserves. 

What's  the  catch?  Tiny  Gothic  is 
laboring  under  $300  million  in  high- 
interest  debt,  debt  it  will  have  a 
tough  time  repaying  unless  oil  and 
gas  prices  rise  from  their  current 
lows.  Gothic's  operating  income — 
earnings  before  depreciation,  interest 
and  taxes — for  the  first  three  quarters 
of  this  year  was  $29  million,  barely 
enough  to  cover  its  $26  million  inter- 
est expense. 

No  use  making  a  bet  on  a  rebound 
in  oil  prices  if  your  chosen  company 
goes  bust  before  the  rebound  comes. 
There's  a  moral  here,  simple  but 
worth  repeating  as  investors  go  hunt- 
ing for  bargains  among  beaten-down 
Nasdaq  stocks:  The  price  tag  on  a 
company  is  not  just  the  value  of  the 
common  shares  but  the  outstanding 

Standing  out  from  the  pack 


debt,  too.  Would  it  be  any  bargain  to 
buy  a  $1  million  office  building  for 
only  $100,000 — if  it  turned  out  that 
the  building  came  with  a  $2  million 
mortgage?  Of  course  not.  In  Gothic's 
case,  the  true  price  on  the  company  is 
$308  million,  and  this  price  is  not 
particularly  low  in  relation  to  the 
company's  cash  or  revenues  or  oil  and 
gas  reserves. 

Some  sophisticated  investors  are 
circling  around  overleveraged  oil 
companies  like  Gothic  with  hopes  of 
making  a  killing  if  oil  prices  rise.  But 
they  are  keeping  a  close  eye  on  what 
you  might  call  the  total  price — debt 
plus  market  cap  of  common.  Dallas 
buyout  firm  Hicks,  Muse,  Tate  & 


Company 

Recent 
price 

52-week 
high 

Revenues 

($mil) 

Total  market 
value 
(Smil) 

Total  asset 
value 
(Smil)* 

Interest 
coverage 

ratiot 

Belco  Oil  &  Gas 

$6.00 

$22.25 

$151 

$542 

$802 

3.9 

Nuevo  Energy 

22.88 

45.00 

277 

878 

1,356 

2.9 

Plains  Resources 

17.00 

21.00 

1,022 

917 

1.245 

2.2 

Santa  Fe  Energy 

8.44 

12.94 

315 

1,028 

1,217 

12.5 

Snyder  Oil 

16.06 

23.88 

165 

732 

810 

7.4 

Union  Pacific  Resources 

13.88 

27.25 

2,262 

8,776 

11,132 

5.1 

'Discounted  value  ol  oil  and  gas 
second  quarter  1998. 

assets  tRat' 

)  of  earnings  before  interest,  taxes  and  depreciation  to  interest  expense  for 

Source:  lohn  S.  Herold  Inc. 

John  S.  Herold  Inc.  analyst  Robert  Gillon  likes  these  oil  and  gas 
whose  assets  are  worth  more  than  their  debt  and  stock  market 
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companies, 
value. 


Furst,  best  known  for  its  food  an< 
radio  deals,  paid  $128  million  for 
17%  stake  in  Dallas-based  Tritoi 
Energy  in  September.  At  the  price  pe 
share  Hicks,  Muse  paid,  Triton  had 
total  price  of  $1.25  billion.  Tha 
compares  with  a  present  value  of  oi 
and  gas  reserves,  as  calculated  bT 
John  S.  Herold  Inc.,  of  $1.8  billion 

Here's  another  way  to  look  at  the 
effect  of  debt  on  corporate  values.  Tn 
to  buy  companies  whose  operating 
income  covers  interest  three  times  o 
better.  This  lessens  the  chance  tha 
the  company  will  get  into  a  bind  tha 
will  force  it  to  cut  back  on  exploratior 
and  acquisitions — and  leave  it  with 
too  little  oil  and  gas  reserves  to  mee 
future  debt  service.  Oklahoma  City 
based  Chesapeake  Energy  Corp.,  foi 
example,  has  an  estimated  reserve  life  J 
of  10  years,  against  which  it  has  $90C 
million  in  debt  maturing  as  far  out  a< 
13  years.  Investors  are  betting  on  the  j 
company's  ability  to  drill  successfu  i 
new  wells  between  now  and  when  the  i 
bulk  of  its  debt  matures.  It's  a  bet  thatj 
failed  spectacularly  when  Chesapeake  ( 
wrote  off  $236  million  it  spent  in  an 
effort  to  find  gas  in  the  Austin  Chalk : 
formation   in   Louisiana   last   year. 
Chesapeake's    ratio    of    operating 
income  to  interest  expense  in  the: 
second  quarter  was  2.3. 

Other  companies  that  have  low 
interest-coverage  ratios  or  short-lived 
reserves  include  Rutherford-Moran 
Oil  Corp.,  Benton  Oil  &  Gas  Co., 
Abraxas  Petroleum  Corp.,  Magnum 
Hunter  Resources,  KCS  Energy  Inc. 
and  Gulf  Canada  Resources.  Some, 
like  Rutherford-Moran,  have  already 
put  themselves  up  for  sale,  and  others 
are  selling  off  assets  in  an  effort  to 
pay  down  debt. 

"Clearly  there's  greater  upside 
potential  in  the  highly  leveraged  com- 
panies," says  William  Price,  a  partner 
with  financier  David  Bonderman  in 
Fort  Worth-based  Texas  Pacific 
Group.  "But  you're  placing  a  timing 
bet  on  the  upturn  in  commodity 
prices.  If  prices  don't  recover  soon 
enough  you  could  be  wiped  out." 

The  table  lists  companies  whose 
total  price  (debt  plus  market  value  of 
common)  is  less  than  the  estimated 
discounted  value  of  reserves.  They  all 
have  operating  income/interest  cover- 
age of  two  or  better.  M 
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Distance  runner 

The  recent  crash  in  small-company  stocks  left 
'FAM  Value's  Thomas  Putnam  a  bit  frustrated. 
It  didn't  last  long  enough. 


By  William  Heuslein 

It  happened  so  fast  that  if  you 
blinked  you  missed  it.  Small-com- 
pany shares  fell  37%  from  their  high 
i per  the  Russell  2000  index)  to  an 
Oct.  8  low.  They  recouped  frilly  half 
their  losses  bv  Nov.  9. 

But  if  you  are  in  the  market  for  value 
stocks,  don't  despair,  says  Thomas 
Putnam,  manager  of  the  S345  million 
fam  Value  Fund.  A  lot  of  the  obscure 
little  outfits  he  likes  to  own — compa- 
nies that  sell  things  like  bearings,  busi- 
ness forms  and  plastics — are  still  pretty 
cheap.  He  just  wishes  he  had  bought  a 
bit  more  of  them  in  September. 

From  his  off-the-beaten-track  office 
at  his  Fenimorc  Asset  Management  in 
Cobleskill,  N.Y.,  Putnam,  34,  buys  off- 
beat companies  and  does  pretty  well  at 
it.  He  takes  no  honors  for  short-term 
RsultS — how  could  he,  without 
owning  a  single  Internet  stock? — but 
his  long-term  results  are  excellent. 
C)\er  the  last  ten  years,  FAM  Value  has 
had  a  15.5%  annualized  total  return, 
3.8  percentage  points  better  than  the 

Offbeat  values 

Tom  Putnam  likes  the  prospects 
for  these  ten  beaten-down  stocks. 


Fenimore  Asset  Management's  Tom  Putnam 
Psst— plastics! 


Russell  2000.  That  puts  him  2.4 
annual  points  below  the  big-company 
S&P  500,  but  then  scarcely  any  small- 
stock  manager  has  kept  up  with  the 
blue  chips  in  recent  years.  Putnam, 
moreover,  has  delivered  his  results  with 
7%  less  risk  than  you  get  in  the  blue- 
chip  index. 

Kaydon  Corp.  is  Putnam's  kind  of 
company.  This  $376  million  firm  in 
Clearwater,  Fla.  makes  custom- 
engineered  products  like  the  stainless- 
steel  bearings  that  go  into  General 
Electric's  magnetic  resonance  imaging 
equipment.  There's  a  big  payoff  for 


this  niche  manufacturer:  a  net  margin 
topping  18%.  Kaydon  recently  traded 
at  14.6  times  expected  1999  earnings. 
Putnam  has  owned  it  since  1991. 

idex  Corp.  makes  highly  engi- 
neered industrial  products  and 
pumps,  things  like  a  hydraulic  pry  bar 
that  frees  accident  victims  from 
crushed  vehicles,  idex  delivers  a  24% 
return  on  shareholders'  equity  and 
trades  at  13.2  times  1999  earnings. 
Between  May  and  September  the 
stock  dropped  50%.  It  has  since 
recouped  just  under  half  of  that  loss. 
At  $28,  it's  still  affordable. 

Essef  Corp.  makes  plastic  parts  for 
swimming  pools  and  spas.  At  $16.25, 
it's  off  29%  from  its  high  and  trades  at 
11.6  times  expected  1999  earnings. 

After  Putnam  finds  something  he 
likes  and  understands,  he  keeps  it — on 
average,  for  eight  years.  The  low 
turnover  also  makes  the  fund  tax- 
efficient — you  don't  get  unwanted 
capital  gain  distributions  dumped  onto 
your  1040.  "Where  we  think  we  add 
value  is  if  we  make  fewer  decisions  for 
our  clients,  and  be  right  on  the  ones 
we  make,"  he  says. 

Putnam  likes  New  Plan  Excel,  a  real 
estate  investment  trust  formed  by  the 
recent  merger  of  eastern-U.S. -focused 
New  Plan  Realty  (which  he  had  owned 
for  eight  years)  and  western-based 
Excel  Realty  Trust.  REITs  have  taken  a 
drubbing  this  year — they  had  gotten 
reasonably  cheap  even  before  the 
summer  market  break.  Putnam  con- 
siders this  one  to  be  a  defensive  REIT 
with  a  way  of  adding  value  to  the 
property  it  acquires. 

"This  is  the  highest-quality  compa- 
ny in  the  industry,  but  doesn't  get  the 
recognition  it  should,"  says  Putnam. 


Company/business 

Price- 

—Latest  12-month— 

—1999  estimate- 

Price/ 

Debt  as  % 

Market 

Ticker 
symbol 

recent 

decline  from 

sales 
($mil) 

EPS 

EPS 

P/E 

book 

of  equity 

value 

($mil) 

52-week  high 

ALLC 

Allied  Capital/small  business  loans 

$18.00 

-38% 

$129 

$1.46 

$1.70 

10.6 

2.2 

1     70%   ■ 

$939 

CSS 

CSS  Industries/gift  wrap.  bows,  novelty  products 

27.06 

-25 

360 

3.23 

2.30 

11.8 

1.4 

31 

293 

ESSF 

Essef/plastics;  water  treatment  &  swimming  pool  equipment 

16.25 

-29 

417 

0.92 

1.40 

11.6 

2.5 

149 

191 

FFH 

Farm  Family  Holdings/insurance 

34.88 

-18 

194 

3.60 

3.36 

10.4 

1.3 

0 

183 

FFC 

Fund  American  Enterprises/property  &  casualty  ins;  reinsurance 

113.75 

-26 

391 

6.22 

7.20 

15.8 

0.9 

i    127 

665 

IEX 
KDN 
NEB 
NXL 
REY 


IDEX/industnal  pumps;  metal-fabricating  equipment 

Kaydon/beanngs,  filters,  piston  rings 

New  England  Business  Services/business  forms 

New  Plan  Excel  Realty  trust/retail  &  apartment  REIT 

Reynolds  &  Reynolds/software  for  auto  dealers,  business  forms 


27.63 

-29 

625 

2.27 

2.10 

13.2 

3.0 

125 

811 

36.31 

-21 

376 

2.15 

2.48 

14.6 

3.9 

0 

1,181 

32.00 

-7 

393 

1.71 

1.96 

16.3 

4.0 

123 

459 

22.75 

-13 

250 

1.42* 

2.20* 

10.3* 

2.0 

73 

1,357 

19.44 

-19 

1,519 

0.93 

145 

134 

3.9 

33 

1,511 

Sources-.  Market  Guide  via  OneSource  Information  Services;  IBES  Inc. 
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New  Plan  owns  strip  shopping  centers 
and  outlet  malls  in  rural  areas.  It  adds 
value  by  buying  properties  with  good 
locations  but  bad  facades  and  may  be  in 
need  of  a  stronger  grocery,  drug  or 
department  store  anchor.  New  Plan 
can  often  acquire  properties  at  $60  a 
square  foot  that  would  cost  $110  to 
build,  says  Putnam,  and  after  a  sprue - 
ing-up  can  raise  rents  that  were  S6  to 
$8  a  square  foot  to  $9  to  $10.  He 
points  out  that  New  Plan  has  a  history 
of  raising  its  dividend  every  quarter. 
Buy  it  at  $22.75  and  you  will  get  a  7% 
yield,  with  the  dividend  well-covered 
by  New  Plan's  "funds  from  operations" 
(a  measure  of  REIT  earning  power 
roughly  equal  to  net  income  plus 
depreciation). 

High  tech?  Putnam  owns  Reynolds 
&  Reynolds,  which  sells  electronic  and 
paper  business  forms,  as  well  as  soft- 
ware for  auto  dealers.  Its  customers 
include  HMO  Kaiser  Permanente  and 
printer  R.R.  Donnelley.  Reynolds  is 
selling  at  13.4  times  next  year's  expect- 
ed earnings.  One  reason  for  the  cool 
treatment  of  Reynolds  on  Wall  $treet: 
The  industry  is  in  a  state  of  turmoil 
and  consolidation. 

Putnam  thinks  the  demand  for  soft- 
ware will  hold  up.  "When  the  auto 
business  is  good,  the  head  of  the  deal- 
ership spends  more  time  on  the  golf 
course  than  he  does  paying  attention 
to  his  business,"  he  says.  "When  it's 
bad,  he's  always  looking  at  ways  to 
increase  efficiencies.  Reynolds  can  do 
that  for  the  dealer." 

Putnam  has  41%  of  fam  Value  in 
financial  and  insurance  stocks.  One  of 
them:  Fund  American  Enterprises, 
which  is  in  the  personal  property  and 
casualty  insurance,  reinsurance  and 
financial  guaranty  businesses.  As  far  as 
we  can  tell,  no  one  on  Wall  $treet 
follows  this  Hanover,  N.H. -based 
business,  perhaps  because  it  has  no 
need  for  an  investment  banker. 

Fund  American's  management  team 
came  out  of  Geico,  now  part  of 
Warren  Buffett's  Berkshire  Hathaw  ay. 
Putnam  says  Fund  American  can 
increase  book  value  1 3%  a  year,  which 
would  put  the  book  value  at  $220  a 
share  in  2004.  The  stock  may  get  a 
premium  on  that  value,  he  says. 
Don't  worry  if  the  premium  takes 
years  to  show  up.  You'll  have  more 
time  to  accumulate  shares.  M 


matters 

Employer  stock 
tax  trap 

By  Steven  D.  Kaye 

If  you've  got  a  chunk  of  your 
employer's    stock    in    your 
401(k)  retirement  account 
and  are  thinking  of  switching 
it  into  one  of  the  plan's  other 
investment    options — perhaps 
to  protect  gains — stop.  Don't 
make  a  move  until  you  read  the 
following. 

It's  true  that  capital  gains  are 
tax    deferred    within    401(k) 
accounts.  But  when  you  make 
withdrawals  from  the  plan,  perhaps 
many  years  from  now,  you  may  pay 
dearly  for  a  trade  you  make  today. 

Here's  why:  With  employer  stock, 
the  tax  code  gives  you  a  quirky 
option  that  can  save  a  lot  of  tax. 
While  most  withdrawals  from  retire- 
ment plans  are  taxed  at  high  rates  as 
ordinary  income,  you  have  the  option 
of  using  a  different  tax  treatment  on 
employer  stock.  With  this  option,  you 
remove  the  stock  from  your  retire- 
ment plan  when  you  leave  the  com- 
pany or  any  time  thereafter.  (You  roll 
over  the  rest  of  your  retirement  assets 
into  an  IRA  or  a  plan  at  vour  new 
job.)  On  removing  your  former 
employer's  shares  from  your  tax- 
deferred  savings,  you  declare  the 
original  cost  of  those  shares  as  ordi- 
nary income  and  pay  tax  on  that  sum. 
But  when  you  sell  the  stock,  all 
appreciation  is  taxed  at  low  capital- 
gains  rates. 

Example:  While  working  for  Gen- 
eral Electric,  you  pick  up  1,000  GE 
shares  at  $10.  You  leave  the  companv 
when  the  shares  are  worth  $50.  If 
you  elect  the  optional  tax  treatment, 
you  immediately  declare  the  $10,000 
cost  basis  as  ordinary  income.  The 
remaining  $40,000  will  be  subject  to 
lower  capital-gains  tax — and  only 
when  you  get  around  to  selling  the 
shares  Appreciation  beyond  $50,000 
will  qualify  for  a  "step-up"  in  basis  at 
death,  the  rule  that  exempts  from 
income  taxation  any  capital  gains  left 
unrealized  in  an  estate. 


vn 


It's  a  lucrative  strategy  in  many| 
cases,  but  it  hinges  on  having  a  rela- 
tively low  basis  in  your  company] 
stock.  Now,  what  if  you  trade  out  of  J 
GE  at  $50  because  the  high  price  has] 
made     you     nervous?     You     havea 
destroyed    the    right    to    convert! 
$40,000  of  eventual  retirement  plan] 
income  into  favorably  taxed  capital | 
gains.  Mark  Cortazzo  of  Macro  Con- 
sulting   Group    in    Denville,    N.J.I 
comes  up  with  a  hypothetical  case  inj 
which  you  lose  out  even  if  you  are 
clever  enough  to  pick  a  market  top  at] 
which  to  sell  and  then  buy  back  your] 
1,000  shares  at  a  lower  price.  Of 
course,  you  really  kick  yourself  if  you 
aren't  such  a  terrific  market  timer  and  | 
make  a  moneylosing  trade.  Cortazzo, 
who   advises   corporate   executives 
on  using  unrealized  appreciation, 
says  he's  seen  some  employees  near ! 
tears  when  they  realize  what  they've 
cost  themselves  by  trading  away  a 
low  basis  inside  a  seemingly  tax- 
exempt  plan. 

Kevin  Livingston,  an  analyst  at 
U.S.  Trust  Co.,  notes  that  in  gener- 
al, the  closer  you  are  to  retirement, 
the  more  valuable  a  low  cost  basis  is 
and  the  more  likely  it  is  that  you  will 
opt  for  the  alternative  tax  treatment. 
But  there  are  plenty  of  wrinkles,  such 
as  the  fact  that  GE's  dividends 
become  immediately  taxable  once 
you  extract  the  shares  from  your 
retirement  plan.  Just  don't  put  in  any 
sell  orders  before  thinking  about  all 
the  consequences.  I 
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IT'S  A  THOROUGHLY-INTERDEPENDENT-NOTHING- 
HAPPENS-IN-A-VACUUM-WHEN-IT-RAINS-IN-RUSSIA-IT- 
AFFECTS-HER-COLLEGE-EDU  CATION  WORLD  AFTER  ALL. 

It's  a  new,  interconnected  world,  and  we  have  people  watchingii,  24X7X3^5- 
esearch  analysts  in  27  countries — natives,  not  sightseers.  Economists  and  strategists, 
undamental,  technical  and  quantitative  analysts  who  absorb  the  world  in  real 
me,  local  time. 

All  this  global  insight  is  translated  into  actionable  intelligence  by  jour 
lerrill  Lynch  Financial  Consultant,  who  uses  it  to  helpjou  realizejour  individual 
oak.  The  same  award-winning  research  team  that  helps  our  mutual  fund, 
ensionfund  and  Fortune  $00  clients  meet  their  objectives  helps jou  meet  jours. 

We  think  that's  important.  Because  ft  really  is  a  thoroughly -interdependent - 
othing-happens-in-a-vacuum-when-ft-rains-in-       p^Z 
tussia.  ..well, jou  get  the  idea.  row  Merrill  Lynch 
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spotlight 


Good  trends 
and  bad  trends 

You'd  better  take  another  look  if  recent  earnings 
forecasts  for  a  company  have  shifted 
markedly  up  or  down. 


By  Eric  S.  Hardy 

Portland,  Ore. -based  Garden- 
burger  Inc.,  which  sells  vegetarian 
burgers  and  other  low-fat  foods,  is 
expected  to  lose  $1.01  a  share  this 
year,  according  to  the  average  of  Wall 
Street  analysts'  forecasts.  For  next 
year  ibes,  which  compiles  these  fore- 
casts, shows  a  consensus  estimate  of 
37  cents  a  share.  Now  look  at  Gar- 
denburger's  "flash"  estimate,  the 
IBES  average  of  forecasts  submitted  or 
revised  during  the  past  six  weeks. 
The  1999  flash  estimate  is  only  29 
cents  a  share,  or  21.7%  below  the 
consensus.  The  lower  number  is 
from  only  three  of  the  six  estimators, 

What's  the  latest? 


Company/business 


but  it's  a  fresher  one.  It  makes 
Gardenburger  look  expensive  at 
$11,  which  is  38  times  the  1999 
flash  forecast. 

You  can't  take  any  analyst's  number 
as  gospel,  but  a  big  difference  between 
the  overall  average  and  die  average  of 
the  most  recent  estimates  is  cause  for 
a  second  look.  Perhaps  the  analysts 
who  have  weighed  in  most  recently 
know  something  the  others  don't,  and 
the  others  will  soon  follow  suit.  That 
will  move  the  consensus  number  and 
could  move  the  stock. 

The  tables  show  20  companies 
whose  flash  earnings  estimates  vary 


by  20%  or  more  from  the  consensus 
Among  the  ones  with  a  positivi 
trend  is  Lihir  Gold,  a  Papua  Nev 
Guinea-based  gold  mining  company 
The  consensus  is  for  Lihir  Gold  tc 
earn  $0.49  next  year,  but  the  flasl 
estimate  is  for  $0.71.  A  bad  trend  i 
visible  at  Sports  Authority.  If  th( 
Wall  Street  sheep  follow  the  bell 
wethers  on  this  sporting  goods  retail 
er,  the  stock  will  be  under  selling 
pressure.  ■ 


Recent       — Estimated  1 999  P/E — 
price        consensus  flash* 


Positive  tends 


Banco  Bradesco/banking 

Brazil 

$6.44 

6.0 

4.9 

$6,414 

Carmike  Cinemas/theaters 

US 

19.25 

10.3 

8.1 

191 

Electro  Scientific  Industries/electronic  equipment 

US 

26.25 

15.7 

13.1 

299 

Getty  Images/photo  imaging  svcs 

US 

12.50 

48.1 

15.4 

381 

Lihir  Gold/gold  mining 

Papua  New  Guinea 

27.50 

56.1 

38.7 

1,295 

Moore/forest  products 

Canada 

12.18 

20.6 

16.2 

1,077 

OMI/retailing 

US 

3.75 

5.4 

4.2 

606 

Progenies  Pharmaceuticals/health  care 

US 

15.44 

24.1 

14.2 

134 

Smartflex  Systems/semiconductors 

US 

8.38 

23.3 

18.6 

54 

Speedfam  Intl/semiconductors 

US 

15.38 

32.0 

25.6 

248 

Negative  trends 

Asia  Pulp  &  Paper/forest  products  Singapore 

Atrix  Labs/health  care  US 

CLP  Holdings/electric  utility  Hong  Kong 

Daniel  Industries/oil  &  gas  US 

Gardenburger/food  processing  US 

Indostat/telephone  utility  Indonesia 

Inland  Steel  Indus/steel  US 

Radio  Centro/communications  Mexico 

Sony/appliances  Japan 

Sports  Authority/retailing  US 


'Based  on  estimates  submitted  or  revised  in  past  six  weeks. 


10.38 

9.75 

5.40 

13.69 

11.06 

11.75 

20.25 

6.00 

70.44 

706 


12  2 
10.6 
14.4 
29.9 
5.5 
9.6 
20.7 
21.3 
110 


12.2 

1.794 

17.4 

110 

13.5 

10.750 

27.4 

239 

38.1 

96 

9.8 

1.515 

13.5 

455 

42.9 

89 

32.3 

26,324 

17.7 

225 

Source:  IBES  Express 


Recent  earnings 
estimates  for 
these  20  stocks 
differ  greatly 
from  the  consen 
sus  forecast. 
Companies  at  the 
top  have  esti- 
mates that  are 
moving  up;  the 
ones  at  the  bot- 
tom are  going  the 
other  way. 
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Call  i -800-} >r- .14  )fl     :      •  "  ww-w.chevrolet.com.  Suburban  is  a  registered  trademark  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1998  GM  Corp.  Buckle  up,  America! 


The  Zippo  Lighter  Factory, 

Bradford,  Pennsylvania. 

The  Zippo  was  first  made  in  1933 

and  patented  in  1 936. 


& 


The  Chevy  Suburban. 

First  made  in  1936, 

never  patented. 

(Maybe  we  should  have.) 


CHEVY       SUBURBAN 


LIKE        A        ROCK 


■ 


She  rocketed  to  the  top  of  the  high-tech  world  by  helping  transform  a  nerdy  programming  language  at  Sun  into  the  buzzword 
of  the  Web  She  even  named  it.  Java.  Fiercely  independent,  she  then  set  out  to  co-found  one  of  the  hottest  software  startups, 

Marimba  Delivering  the  next  generation  of  Internet  technology  to  a  host  of  bluechip  clients.  Fearless  entrepreneurs  l,ke 
Kim  Polese  find  a  kindred  spirit  in  Forbes.  The  business  magazine  mat  delivers  a  point  of  view.  Not  conventional  wisdom. 


CAPITALIST   TOOL 
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The  Forbes/IBES 


S&P  500  P/E*  vs.  Treasury  bond7        IBES  estimate  revisions  index 


'92       '93      '94      '95     '96      '97 


*The  recent  price  of  the  S&P  500  divided 
by  estimated  earnings  over  the  next  12  months, 
tlnverted  yield  to  maturity  for  the  ten-year 
Treasury  bond. 


S&P  500  estimate  increases  to  decreases 


1.50 


1.00 


0.50 


0.00 


NDJFMAMJJASO 


1997 


1998 


Forecasting  the  S&P  500 


Year 

Estimated 
P/E 

%  change 

current  est 

vs  3  months  ago 

Expected 
year-to-year 
EPS  growth 

19971 

24.8 

NA 

9.8% 

1998 
1999 

24.7 
21.0 

-4.5% 
-4.0 

0.4 
17.9 

1 998  estimates  for  IBES  industry  groups 

Rising  estimates  Falling  estimates 

residential  building  natural  gas 

truck  mfg  communications 
securities  brokerage>lBk,     coal 

recreation  vehicles  !  containers 

building  materials  home  health  care 


>r 


'Actual.  NA;  Not  available. 


■  1II]M  if ftJIlMil 
To  date  182  Standard  &  Poor's  500  companies  have 
reported  third-quarter  earnings  declines,  and  254  have 
reported  increases.  When  the  tally  is  complete,  ibes  Inc. 
expects  S&P  500  earnings  for  the  third  quarter  to  show  a 
4%  decline  over  the  same  quarter  in  1997.  This  would  be 
the  first  quarter  with  declining  earnings  in  seven  years. 

Last  January  analysts  predicted  s&P  earnings  would  rise 
14%  in  1998.The  current  1998  forecast:  less  than  a  1% 
increase.  Although  the  latest  1999  consensus  for  the  s&P 


500  is  $53.31  a  "share,"  or  18%  above  1998,  Joseph 
Abbott,  ibes  vice  president,  expects  that  actual  1999  earn- 
ings will  be  much  closer  to  $47.25.  The  market  now  sells 
for  21  times  estimated  1999  profits,  so  the  recent  rebound 
in  stock  prices  could  be  short-lived  if  Abbott  is  correct. 

One  of  the  groups  experiencing  sharp  cutbacks  in  1998 
estimates  is  the  semiconductor  industry.  This  year  analysts 
expect  semiconductor  earnings  to  be  off  32%  from  1997. 
For  1999,  analysts  think  the  industry  will  post  a  46% 
increase  over  1998's  depressed  results. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


Company/industry 
IBP/beef  &  pork  products 
Xircom/cards  for  PC  laptops 
United  Rentals/equipment  leasing 
Power  Integrations/integrated  circuits 
Best  Buy/electronics  retail  stores 


1997 
EPS 


1 998  EPS  estimate 3-month 

recent     3-month  change    P/E     price  change 


$1.24  $1.76 

0.78'  1.44- 

0.66  0.97 

0.45  0.74 

1.05  1.89 


44% 

34 

34 

28 

25 


16 
21 
29 
23 
25 


40% 
36 
-20 
64 
-6 


Reason 

Increased  production  capacity 

Growing  market  for  portable  computers 

Acquisitions 

Higher  sales  of  cell  phone  chargers  &  PC  power  supplies 

Improved  inventory  management 


Greatest  decrease  in  estimates  over  the  past  three  months 


Company/industry 

PXRE/reinsurance  $3.31  $0.88 

Electro  Scientific/electronics  mfg  equip  2.63  0.67 

Amresco/financial  services  1.53  0.88 

MRV  Communications/telecom  equip  0.89  0.59 

3Dfx  Interactive/PC  graphics  cards  -0.20  0.89 


1 997       1 998  EPS  estimate 3-month 

EPS     recent    3-month  change     P/E     price  change 


-69% 

30 

-9% 

-59 

39 

11 

-59 

8 

-73 

-53 

12 

-64 

-53 

15 

-9 

Reason 

Emerging  market  debt  losses  &  disaster  claims 

Weak  demand  from  Asia 

Loan  losses 

New  product  delays 

Cost  competition 


Note:  Data  for  8/7/98  through  11/6/98.  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates  from 
2,500  security  analysts  compiled  by  IBES  Inc.  '1998  actual.  '1999  estimate. 
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i^uim  itN  LADELitNLi.  i  nispnuosopny  .uids  an  important  dimension  to  evaluating 
mutual  funds.  Because  as  it  turns  out,  many  funds  aren't  managed  the  way  they're 
defined.  But  we  think  it's  vital  that  investors  know  their  money  is  invested  according 
to  strict  guidelines.  Otherwise  it's  impossible  to  create  a  balanced  portfolio  and  keep 
long-term  financial  goals  on  track. That's  why  at  Putnam,  when  we  establish  a  fund's 
investment  strategy,  we  stick  with  it.  So  when  asking  for  professional  advice  about 
mutual  funds,  annuities,  or  retirement  plans,  ask  about  Putnam.  Because  to  us,  the 
value  ofhaving  clear  boundaries  is  immeasurable. 


PUTNAM 

INVESTMENTS 


BOSTON- LONDON-TOKYO 


A  TIME  ~   HONORED  TRADITION   IN   MONEY   MANAGEMENT* 


For  more  information  about  the  Putnam  Famih,  of  Funds,  including  inv< 
Please  read  it  carefully  before  you  invest  orse 


lent  policies,  charges,  and  expenses,  ask  your  financial  advisor  for  a  free  prospec 
noney. Putnam  Mutual  Funds  Corp.,  Member,  NASD. 


Edited  bv  Matthew  Schifrin 


Malone  at  a  discount 

^^^  Want  a  cheap  way  to  play  the  collective  telecom 
"^^  talents  of  John  Malone  and  Alex  Mandl?  Consid 
er  purchasing  shares  of  litde-followed  Pittsburgh -based 
holding  company  Associated  Group 
(Nasdaq:  AGRPB).  Associated  is  best 
known  for  its  spinoff  of  Teligent,  a 
small- business  telecom  service  provider 
run  by  former  AT&T  president  Alex 
Mandl.  After  Associated  spun  off  60% 
of  Teligent  to  the  public,  its  stock 
dropped  from  $37  to  $26.  It  now 
trades  for  $34,  but  is  still  well  off  its 
post- spinoff  peak  of  $41.  Todd 
Turchetta  of  hedge  fund  tgt  Capital 
Partners  thinks  investors  get  a  bargain 
with  Associated  because  it  holds  major 
positions  in  Teligent  and  a  number  of 
John  Malone-controlled  companies, 
including  TCI,  Liberty  Media,  TCI  Ven- 
tures and  TCI  Satellite  Entertainment. 
Adding  up  the  value  of  the  securities  in 
Associated's  portfolio,  you  get  $1.7  bil- 
lion, or  $48  per  share,  versus  that  $34 
market  price. 

The  kicker  is  Associated's  wholly  ^^^B 

owned  subsidiary  called  TruePosition, 
which  is  a  leader  in  location  technology  for  wireless  net- 
works. Each  day,  emergency  911  callers  make  83,000 
calls  from  wireless  phones,  up  from  35,000  five  years  ago 
Over  90%  of  die  calls  come  from  cars  on  roads  or  high- 


Media  mogul  John 
An  asset  play  in 


ways,  but  only  half  those  callers  can  describe  their  posi- 
tion. Tracking  a  caller's  location  is  top  priority  at  the  FCC, 
which  has  ordered  that  by  October  2001  wireless  opera- 
tors must  be  able  to  determine  the  location — within  125 
'   meters — of  at  least  two-thirds  of 
all  911  callers.  TruePosition  is 
one  of  a  few  startup  companies 
using  geolocator  technology  to 
provide  this  service.  The  market 
for  this  could  be  huge — perhaps 
$8  billion  over  the  next  seven 
years.  So  far  TruePosition  is  the 
only  company  with  a  signed 
commercial  contract:  Greater 
Harris  County,  Tex. — encom- 
passing a  portion  of  Houston 
and  its  outlying  areas — signed 
up  in  June. 

Turchetta  and  Legg  Mason 
analyst  Bradley  Williams  think 
the  market  is  overlooking  a 
potential  blockbuster  business  in 
TruePosition.  "If  you  invest  in 
Associated,  you  get  TruePosi- 
tion for  free,"  says  Williams.  He 
values  TruePosition  at  at  least 
$12  a  share,  and  that  doesn't 
include  other  Associated  holdings  such  as  five  radio  sta- 
tions in  the  Midwest  and  an  art  gallery  in  New  York.  Buy 
this  one.  Associated  should  rise  40%  within  a  year. 

-Leigh  Gallagher 


Malone 

the  ultimate  asset  player. 


Back  of  the  class 

.^^m    When  it  comes  to  education 
^     stocks — companies  that  run 
tutoring  services  or  sell  software — 
there  are  two  schools  of  thought. 
The  big  players  like  Sylvan  Learning 
Systems,  Scholastic  Corp.  and  ITT 
Educational  Services  are  thought  to 
be  recession-proof,  so  shares  have 
recently  risen  in  a  market  that  has 
not  ruled  out  a  recession  next  year. 
But  smaller,  less-established  players 
like  c;bt  Group,  Caliber  Learning 
Network  and  Edutrek  have  fallen 
70%  or  more. 

One  small  company  bucking  the 
trend  is  Wisconsin  Rapids,  Wis.- 
based  Advantage  Learning  Systems 
Inc.  (Nasdaq:  ALSl).  The  $50  mil- 
lion (revenues)  education  software 
company's  shares,  trading  at  a 
recent  $51,  are  up  135%  since 
January  >\\u\  sport  a  multiple  of  70 
t lines  projected  L998  earnings.  Its 
market  capitalization  is  $862  mil- 
lion, or  17  times  revenues. 


Market's  pet? 


Advantage  Learning  shares  seem 
grossly  overpriced  in  this  market. 
Advantage  is  riding  high  because 
investors  are  impressed  with  its  flag 
ship  product,  a  SI, 500  software 
program  called  Accelerated  Reader. 
It  helps  kids  practice 
reading  skills.  But 
that  product  plus 
two  offshoots 
account  for  nearly 
80%  of  revenues, 
and  with  a  30%  mar- 
ket share  of  schools 
in  the  U.S.  and 
Canada,  Accelerated 
Reader  sales  growth 
is  slowing. 

The  stock  still  has 
plenty  of  boosters. 
Robert  Peterson,  an 
analyst  at  the  firm's 
underwriter.  Piper 
[affray,  says  sales 
momentum  will  pick 
up  again  with  the 
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Stock  price  1/2/98=100 


Advantage  Learning  Systems 


Scholastic 


11/6/98 

Source:  Bloomberg. 

Advantage's  stock  seems  to 
have  skipped  a  few  grades. 


firm's  new  software  package, 
Accelerated  Math.  He  thinks 
Accelerated  Reader's  repute  with 
English  teachers  will  give  it  an  easy 
entree  into  math  departments. 
However,  math  teachers  are  already 
using  several  popular 
software  titles  devel- 
oped by  the  Learning 
Co.,  Scholastic  and 
Cendant's  Knowledge 
Adventure. 

Scholastic,  for  one, 
has  taken  aim  at 
Advantage.  It  now 
owns  and  markets 
Electronic  Bookshelf, 
a  reading  tool  for 
teachers.  Scholastic 
holds  10%  of  the  edu- 
cational software 
market  through  its 
clubs  and  character- 
based  CD-ROMs.  "The 
problem  with  the 
software  business  is 
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that  when  there's  a  runaway  hit, 
everybody  copies  it,"  says  an 
investment  banker  to  the  industry. 
"Eventually  the  program  becomes 
a  commodity." 

Streetwalker  isn't  alone  in  think- 
ing Advantage  is  overpriced. 
Insiders  have  sold  140,000  shares 
recendy,  including  the  firm's 
founders,  Judith  and  Terrance  Paul, 
who  sold  50,000  shares  each  at  the 
end  of  October  when  the  stock  hit 
S44.  Ironically,  better  known 
Scholastic,  up  29%  this  year,  has  20 
times  Advantage's  S50  million  rev- 
enues but  a  smaller  market  capital- 
ization than  that  of  Advantage. 

Advantage  could  drop  50%. 

-Stephane  Fitch 

The  next  shoe  . . . 

^^^  It  may  not  be  over  between 
"^^  American  Home  Products 
and  Monsanto.  In  October  the  pair 
made  headlines  by  canceling  their 
proposed  S35  billion  merger — a  deal 
that  would  have  had  American 
Home  buying  Monsanto  for  stock 
and  winding  up  with  65%  control  of 
the  company.  The  seeming  problem 
was  bad  chemistry  between  the 
prospective  cochairmen,  American 
Home's  chief  executive,  John 
Stafford,  and  Monsanto's  Robert 
Shapiro. 

But  Streetwalker  now  hears  that 
Stafford,  having  gotten  a  closer  look 
at  Monsanto  and  the  promising  new 
drugs  in  the  pipeline  of  its  G.D. 
Searle  subsidiary,  likes  what  he  sees 
even  more.  He's  said  to  be  planning 
to  launch  an  unfriendly  bid  for  Mon- 
santo that  would,  among  other 
things,  give  Shapiro  the  gate. 

'  Monsanto  was  recendy  at  $39.19, 
22%  below  where  it  closed  the  day 
before  the  merger  was  canceled  and 
38%  below  its  late  August  high. 
American  Home  will  probably  need 
to  pay  over  $50  in  a  hostile  bid. 

Streetwalker  also  hears  that  Mon- 
santo has  reopened  talks  with 
DuPont,  with  which  it  discussed  a 
partnership  between  the  two  compa- 
nies' life  sciences  operations  a  year 
ago.  DuPont  could  wind  up  as  a 
convenient  white  knight.  Buy  Mon- 
santo, target  price:  $55. 

-Thomas  Jaffe  Hi 
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By  Kenneth  L.  Fisher 


strategy 


Pick  a  strategy  and 
stick  with  it 


Electronic  reader  feedback  is 
teaching  me  new  and  useful 
lessons  about  how  investors 
react.  Yeah,  I  always  drew  reader 
mail,  but  reader  E-mail  simply 
pours  in  now — more  every 
month  since  my  E-mail  tag  first 
appeared  here  last  year.  The  let- 
ters are  revealing.  While  reveal- 
ing, the  E-mail  is  not  always  flat- 
tering to  you  or  to  me. 

I've  learned  from  it  that  many 
readers  simply  won't  believe  I 
mean  what  I  say.  A  common 
question  is:  "Yeah,  I  know  for 
two  years  you  have  urged  that 
among  U.S.  stocks  we  should 
only  own  the  35  largest  ones,  ^^^^ 

but  what  do  you  think  now 
about  Standard  Commercial  (8,  STW), 
which  you  recommended  in  1992?" 

My  response  is  always  the  same:  Read 
what  I  say.  This  is  not,  in  my  opinion,  a 
time  to  buy  small-capitalization  stocks. 

Or,  readers  ask  my  views  on  a  bigger 
stock  that  is  less  than  half  the  market's  $65 
billion  average  size — say,  $27  billion  cap 
Colgate-Palmolive.  Too  small.  When  I  say 
stick  to  big  stocks,  I  mean  superbig. 

This  morphs  into  the  lesson  that  most 
folks  can't  stick  to  any  focused  strategy, 
whether  theirs,  mine,  their  friend's  or 
anyone's.  They  seek  consensus,  which  is  no 
strategy  and  no  real  diversification.  Why  ask 
me?  Great  investors  always  have  a  clear 
strategy  and  adhere  to  it  for  years.  Learn 
from  them.  If  you  have  a  strategy  that 
works,  ignore  me  and  everyone.  Stick  to  it. 

Some  longstanding  "value"  readers  get 
upset  because:  "You've  lost  your  value 
roots."  The  fact  is  that  years  ago  I  learned 
that  different  investment  styles — big  caps, 
small  caps,  value,  growth — each  have  their 
seasons.  There  are  times  when  one  style 
works  best  and  times  when  another  does. 
M\  research  tells  me  that  this  is  still  a  time 
for  the  superstock  strategy. 

Si   my  advice  is:  Think  flexibly  but  strate- 
gi/c  rigidly.  That  is,  decide  which  invest- 


Most  folks 
can't  stick  to 
any  focused 
strategy, 
whether  theirs, 
mine,  their 
friend's  or 
something 
they  read  in 
the  newspaper. 


you  have  decided,  stick  with  that 
style  and  the  strategy  that  flows 
from  it.  My  strategy  remains  to 
be  100%  in  equity,  with  67%  in 
the  35  largest  U.S.  stocks  and 
33%  in  a  collection  of  big  Euro- 
pean stocks,  with  a  few  Japanese 
global  exporters. 

With  35%  of  the  world's  film 
business,  Fuji  Photo  Film  (36, 
fujiy,  www.fujifilm.co.jp)  keeps 
eating  Kodak's  lunch.  Fuji's 
Japanese  business  is  already 
depressed  and  can  onlv  get 
better.  Expect  60  by  2001.  At 
40%  of  the  overall  market's 
price-to-book  ratio  and  80%  of 
^^^^-      the  overall  market's  price-to- 

sales  ratio,  this  world-class 
global  exporter  is  too  cheap. 

So  is  the  world's  top  home -appliance 
maker,  Flectrolux  (30,  eluxy,  www.elec 
trolux.se).  Having  successfully  recommend- 
ed the  stock  in  1996, 1  pulled  the  plug  on 
Dec.  1,  1997  at  41.  Down  by  nearly  a  third, 
it's  a  buy  again.  Despite  global  gloom,  Elec- 
trolux  keeps  progressing,  and  in  the  right 
places — Europe  and  America.  It's  tough  to 
get  through  life  without  ever  using  its  killer 
collection  of  consumer  names,  including 
Weed  Eater,  Frigidaire,  Eureka,  Husqvarna, 
Tappan,  Kelvinator,  Electrolux  and  more. 

I  recommended  Mo'e't  Hennessy  (36, 
lymhy,  www.lvmh.com)  badlv:  at  54  on 
July  28,  1997  and  at  43  on  Oct.  20,  1997. 
Here  I  go  again.  This  leader  in  liquor  could 
be  above  80  by  2001— that's  48%  per 
year — if  I'm  right  that  global  economies  will 
exceed  current  consensus  estimates. 

I  have  twice  recommended  Norsk  Hydro 
i  39,  NHY,  www.hvdro.com).  I  pitched  it  at 
60  on  Oct.  20,  1997  and  at  50  on  May  4. 
Bad  timing.  Norsk's  oil  and  fertilizer  busi- 
nesses got  hurt  with  all  the  other  commodi- 
ty producers.  But  with  so  much  money  cre- 
ation globally,  and  no  one  talking  about  it, 
inflation  could  pick  up.  This  is  a  great 
hedge  against  future  inflation.  At  13  times 
depressed  earnings  and  70%  of  annual  rev- 


ment  stj  le  is  right  for  the  present,  and,  once    enue  with  a  2.5%  yield,  it's  very  cheap. 


Kenneth  L.  Fisher  is  a  Woodside,  Cahf.-based  money  manager.  His  third  book  is  100  Minds  that  Made  the  Market.  E-mail:  kenfisher@fi.com 
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trends 

Bv  Laszlo  Birinvi  Jr. 


^■■^^■■^^■■■^■MH^H^H 


Big  is  still  beautiful 


Scarcely  a 
week  has  gone 
by  in  recent 
years  without 
someone's 
predicting  a 
reversal  in 
fortunes 
among  the  big 
stocks  and  the 
small  stocks. 


On  Oct.  15  we  found  out  what  the 
market  apparently  expected  all  along  as  the 
Federal  Reserve  cut  interest  rates  and  the 
market  gained  more  than  300  points  in 
only  two  hours.  I  believe  the  Fed  action 
was  very  similar  to  that  of  Dec. 
23,  1991. 

Then,  too,  the  Fed  surprised 
the  financial  world  (only  two 
days  before  Christmas)  and  cut 
rates  in  the  morning.  As  this 
year's  cut  was  out  of  the  blue, 
so  was  the  1991  move.  Both 
were  taken  outside  of  the  regu- 
larly scheduled  Open  Market 
Committee  meetings.  In  point 
of  fact,  the  similarities  went  far 
beyond  that.  In  both  cases  the 
market  turned  strong.  The 
strongest  groups  in  both  cases 
included  retailers  and  drugs, 
although  banks  were  strong 
then  but  not  now,  while  oil  and 
gas  drilling  in  both  cases  were 
the  worst-performing  group. 

Vet  here's  another  parallel  ^^^^^^ 

with  1991:  That  rate  cut  did 
not  help  bonds.  The  long  U.S.  Treasury, 
which  in  December  1991  yielded  7.5%, 
actually  went  down,  and  was  at  7.8%  in  late 
January.  History  repeating,  this  year  the 
bond  has  declined  since  Oct.  5,  when  it  was 
returning  4.72%  to  investors.  Today  the 
yield  is  5.08%.  How  close  can  a  parallel  get? 

Then  as  now,  many  of  the  pundits  greet- 
ed the  news  skeptically.  The  market  at  the 
time  was  in  the  doldrums,  and  one  head- 
line, "Market  Averages  Mask  the  Misery 
Among  Blue  Chips,"  noted  that  market 
averages  were  not  representative  of  what 
was  happening  to  the  general  market. 
Technicians  were  negative,  and  the  general 
view  on  The  Street  was  that  a  bandage  was 
provided  but  a  splint  was  needed.  Whatev- 
er the  news,  the  pundits  insisted  on 
putting  a  negative  spin  on  it.  That  the 
market  was  proving  them  wrong  didn't 
seem  to  matter  much.  I  guess  they  just 
don't  want  to  be  confused  by  the  facts. 

Then,  as  now,  while  the  Fed  move  pleased 
the  market,  it  did  not  silence  the  bears. 

Still  chattering,  some  of  the  pundits  are 


predicting  that  the  next  move  will  be  in  the 
small  stocks.  Since  the  early  October  bottom, 
the  Russell  2000  is  up  about  20%;  the  S&P 
about  12%.  This  marks,  we  are  told,  a  turn  in 
the  fortunes  of  small  stocks  after  many  years 

of  lagging  the  big  stocks. 
.  If  this  were  to  happen,  it  would 

be  the  best-advertised  reversal  in 
small  stocks  in  history,  since 
scarcely  a  week  has  gone  by  in 
recent  years  without  someone's 
predicting  this  reversal  in  fortunes 
among  the  big  stocks  and  the 
small  stocks. 

I  would,  however,  note  that  the 
real  rally  has  been  in  technology. 
Last  month  I  mentioned  America 
Online  and  IBM,  which  have  done 
very  well.  But  so  have  Microsoft, 
Dell,  Gateway  and  Intel,  among 
others. 

As  for  the  Russell  2000,  guess 
which  stocks  have  led  the  way. 
Again,  the  high-techs.  If  you  look 
to  the  market  for  answers,  it  sug- 
^^^^      gests  not  so  much  a  small  stock 
revival  as  a  revival  in  technology. 
At  the  risk  of  sounding  like  a  broken 
record,  I  repeat  the  recommendations  I 
have  been  making  for  some  time  now.  Stay 
with  those  technology  names  mentioned 
above.  Ditto  for  other  large  visible  names 
that  I  have  shared  with  you  recently.  In 
addition  to  technology,  my  Nov.  2  stocks 
included  International  Paper  (46,  ip), 
Caterpillar  (47,  cat)  and  drugs  like  Pfizer 
(109,  pfe)  and  Eli  Lilly  (85,  lly). 

Currently,  30%  of  all  the  net  buying  in 
New  York  Stock  Exchange  issues  is  going 
into  the  30  stocks  in  the  Dow  Jones  indus- 
trials. Since  they  make  up  just  18%  of  the 
market's  value,  they  are  clearly  getting  more 
than  their  share  of  new  money.  This  top- 
heavy  flow  of  money  can  only  make  them 
stronger  than  the  rest  of  the  market. 

And  it  highlights,  I  think,  another  issue — 
stocks  not  bonds.  I  think  bonds  are  a  good 
hold,  but  not  a  place  for  new  money. 

So  my  message  continues  unabated.  Your 
broker  may  not  love  you  and  he  surely  does 
not  like  me,  but  big  remains  beautiful  and 
so  does  the  market.  ■■ 


Laszlo  Birinyi  Jr.  is  president  of  Binnyi  Associates,  a  Greenwich,  Conn.-based  financial  consulting  firm. 
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By  Martin  Sosnoff 


trends 


How  to  surf  the  yield  curve 


A  new  stock 
market  chapter 
started  on 
Oct.  15. 


Even  the  inflation  hawks  at  the  Fed  want 
to  ease  money  market  rates.  Not  to  protect 
the  stock  market  but  because  they  can  feel 
that  the  economy  is  slowing.  I  don't  expect 
real  estate  values  to  plummet  or  retail  sales 
to  do  much  more  than  flatten  out.  I  do 
expect  a  big  contraction  in  the  whole  sector 
of  GDP  called  Gross  Private  Domestic 
Investment.  This  includes  inventories,  for- 
eign trade,  housing  and  capital  spending. 

The  corporate  sector  has  overspent  on 
capital  goods.  It  will  cut  back  because 
capacity  utilization  numbers  are  weakening, 
now  at  around  80%,  well  below  the  85% 
level  of  boom  times.  Spending  budgets  for 
1999  are  contracting  in  the  energy  and 
telecommunications  sector  and  in  basic 
industrials.  The  banks  and  brokers  are 
already  cutting  outlays  for  information  tech- 
nology. The  gross  private  domestic  invest- 
ment sector  is  historically  very  volatile. 

This  won't  necessarily  slow  consumer 
spending.  Too  many  people  have  made  too 
much  money,  in  bonds  as  well  as  stocks 
since  1994,  to  change  their  lifestyles  radical- 
ly just  because  their  net  worths  shrivel  a  bit. 
(However,  the  wealth  effect  on  consumer 
spending  could  surface  if  the  market  drops 
20%  or  more.)  Lower  interest  rates  will  help 
sustain  consumer  spending.  When  con- 
sumers refinance  mortgages  at  lower  rates 
that  puts  spending  money  in  their  pockets. 

I  can  see  money  market  rates  at  3%  next 
year.  Greenspan  brought  'em  down  in  the 
early  Nineties  so  the  banks  could  arbitrage 
money.  Our  leader  wants  to  keep  banks  and 
brokers  solvent,  stable  and  profitable,  pro- 
tecting them  from  their  insane  loans  and 
investments  in  Russia,  Indonesia,  Latin 
America,  South  Korea,  even  China. 

A  new  stock  market  chapter  started  on 
Oct.  15.  The  market  correctly  interpreted 
Greenspan's  mood  by  putting  on  a  smart 
rally  in  financial  stocks.  Practically  the  entire 
sector  of  financial  services,  with  the  excep- 
tion of  asset  managers,  turned  up:  banks, 
brokerage  houses,  insurance,  savings  and 
loans,  and  credit  card  purveyors.  Everyone 
in  this  group  knows  how  to  arbitrage  money 
and  that's  what  they're  going  to  do.  Banks 
will  pay  you  3%  for  a  one  year  CD  and  buy 
Treasurys  yielding  over  4%. 


Credit  card  operators  won't  lower  their 
financing  charges  much,  but  will  be  paying 
much  less  for  their  funds.  s&Ls,  a  recent 
victim  of  the  flat  yield  curve,  with  huge 
redemptions  in  outstanding  fixed-mortgage 
paper,  will  be  able  to  operate  at  wider 
spreads.  Insurance  companies  with  big  vari- 
able annuity  books  may  drop  their  annual 
guaranteed  rates,  but  their  bond  portfolios 
will  appreciate.  Brokers  will  make  more 
money  on  debit  balances  and  the  cost  of 
carrying  their  inventory  will  ease. 

Fannie  Mae  and  Freddy  Mac  won't  have 
to  worry  so  much  about  the  shortening 
duration  of  their  mortgage  portfolios. 
They'll  float  tons  of  callable  and  noncallable 
bonds.  Spreads  will  widen,  with  delinquen- 
cies next  to  nothing.  Double-digit  earnings 
growth  is  in  the  cards  for  years  to  come. 
The  rebound  alreadv  is  history.  Citigroup 
touched  down  at  28.  It's  now  mid-40s. 
Morgan  Stanley's  panic  low  was  high  30s, 
but  it's  ticking  in  the  60s. 

We  have  added  to  our  positions  and  the 
list  is  long:  American  Express,  Citigroup, 
Golden  West  Financial,  Morgan  Stanley, 
Merrill  Lynch,  Fannie  Mae,  Bank  One,  AIG, 
General  Re  (to  become  Berkshire  Hath- 
away). The  racier  names  embrace  Providian, 
Dime  Savings.  I'm  not  turning  my  back  on 
Allstate,  either.  Its  growth  rate  is  suspect, 
but  it's  trading  under  12  times  1999  earn- 
ings and  buying  back  gobs  of  stocks,  at  least 
5%  of  its  capitalization  per  annum.  Sounds 
very  iBM-ish  to  me. 

Over  20%  of  our  assets  under  manage- 
ment are  weighted  in  the  financial  services 
sector.  All  these  stocks  sell  below  the  pro- 
jected 1999  valuation  of  the  s&P  500, 
which  is  north  of  20  times  earnings.  The 
fact  of  the  matter  is  that  real  interest  rates 
are  historically  too  high,  based  on  foresee- 
able inflation  around  2%.  Money  market 
rates  should  be  closer  to  2%,  but  nobody, 
except  the  depression-is-coming  econo- 
mists, dare  to  whisper  that. 

If  GDP  just  decelerates,  I'm  a  winner  with 
this  weighting.  If  a  big  recession  sets  in,  you 
sell  the  banks  and  brokers.  An  even  worse 
scenario  is  a  strong  economy.  If  that  hap- 
pens, Greenspan  is  wrong  to  lean  on  inter- 
est rates  and  I'm  wrong,  too.  M 


Martin  Sosnoff  is  chief  investment  officer  of  Atalanta/Sosnoff  Capital  in  New  York  and  author  of  Silent  Investor,  Silent  Loser.  E-mail:  mts@atalantasosnoff.com 
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Bv  Marc  Faber 


Contrarian  on  Japan 


1982:  At  its  bottom  of  around  800,  the  Dow 
Jones  industrial  average  was  below  where  it 
had  been  15  years  earlier  and  down  80%, 
when  adjusted  for  inflation.  The  unemploy- 
ment rate  was  at  its  highest  since  the  Great 
Depression,  consumer  confidence  was  at  a 
record  low,  and  net  assets  of  equity  mutual 
funds  had  been  contracting  since 
1970  and  stood  at  $35  billion 
compared  with  52. 3  trillion  today. 

From  there  rose  the  greatest 
bull  market  in  equities  in  the  his- 
tory of  the  U.S. 

Now  let's  visit  Japan  in  1989. 
The  Nikkei  index  rose  to  39,000, 
at  which  point  the  stock  market 
capitalization  of  Japan  exceeded 
the  combined  stock  market  capi 
talization  of  the  U.S.,  the  U.K. 
and  Germany.  Japanese  equity 
funds  had  larger  assets  than  their 
U.S.  counterparts;  Japanese  real 
estate  prices  were  so  high  that  it 
was  said  that  Tokyo's  Imperial 
Palace  was  worth  more  than  all  of     """"^ 
California's  real  estate.  Flushed 
with  excess  liquidity,  the  Japanese  were 
buying  up  the  U.S.,  to  the  alarm  of  the  eco- 
nomic chauvinists  here.  The  business  cycle 
no  longer  seemed  to  apply  to  Japan. 

Today  those  positions  are  reversed.  The 
U.S.  is  cock  of  the  walk  and  Japan  is  the 
butt  of  jokes.  For  the  first  time  since  1955, 
w hen  the  government  began  keeping  such 
statistics,  the  Japanese  economy  has  con- 
tracted oxer  four  consecutive  quarters. 
Toshiba  just  announced  its  first  loss  in  48 
years.  In  Japan's  ninth  year  of  wealth  con- 
traction and  economic  decline,  housing 
starts,  car  sales,  real  estate,  golf  membership 
and  stock  prices  are  approaching  levels  not 
seen  since  the  early  1980s. 

Between  1982  and  the  present,  the 
Japanese  stock  market  has  barely  doubled, 
while  the  U.S.  market  is  up  more  than  ten- 
fold. And  whereas  U.S.  equity  mutual  hind 
assets  are  up  by  more  than  ten  times  since 
1990,  Japanese  stock  mutual  fund  assets 
have  declined  by  close  to  90%. 

I  think  it  is  time  for  contrarians  to  come 
out  of  hiding  and  take  a  look  at  Japan. 

There  is  nothing  terribly  wrong  with  the 


Japanese 
stocks  are 
about  where 
U.S.  stocks 
were  in  1982, 
just  ahead  of 
this  country's 
greatest  bull 
market. 


nation's  income  statement.  Unlike  the  U.S., 
it  has  a  large  trade  and  current  account  sur- 
plus, and  large  overseas  assets. 

The  problem  is  the  balance  sheet.  On  the 
one  side,  it  has  a  healthy  household  sector 
with  a  large  pool  of  savings.  On  the  other 
side,  it  has  huge  liabilities,  such  as  insolvent 
banks  and  finance,  as  well  as  real  estate 
companies — the  "rotten"  sector  of  its  econ- 
omy. Thanks  to  practically  zero  interest 
rates,  the  economy's  rotten  sector  has  been 
kept  alive.  But  these  same  low  rates  mean 
that  Japanese  earn  almost  no 
income  from  their  huge  pools 
of  savings. 

Take  the  case  of  a  Japanese 
who,  in  1990,  was  planning  to 
retire  in  1999  with  the  equiva- 
lent of  $1  million.  If  the  money 
had  been  in  the  stock  market, 
he  would  be  lucky  to  have 
$300,000  left.  Ifheleftiton 
deposit,  he  could  expect  about 
$5,000  in  annual  income.  How 
can  you  retire  on  $5,000  a  year 
in  a  country  where  the  cost  of 
living  is  very  high?  You  can't. 

What  Japan  needs  are 
higher — not  lower — interest 
■■■■■■       rates.  Higher  rates  would  bank- 
rupt the  rotten  sector  of  the 
economy  but  reinvigorate  the  public  with 
its  large  pool  of  savings.  If  interest  rates 
went  up,  money  parked  outside  Japan,  often 
in  U.S.  government  securities,  would  be 
repatriated  and  strengthen  the  yen  and 
boost  stock  prices.  Japanese  bonds  would 
begin  to  fall,  leading  financial  institutions  to 
shift  their  assets  from  bonds  to  equities. 
Higher  interest  rates  can  be  brought 
about  in  one  of  two  ways:  through  a  tight 
monetary  policy,  or  through  huge  govern- 
ment deficits  that  result  in  large  govern- 
ment borrowings. 

Either  way,  I  think  the  trend  to  higher 
interest  rates  and  a  stronger  yen  is  now  visi- 
ble. Investors  can  do  two  things:  Buy  Japa- 
nese equities  and  short  Japanese  long-term 
government  bonds. 

Japanese  stocks  are  about  where  U.S. 
stocks  were  in  1982,  just  ahead  of  this 
country's  greatest  bull  market.  Conversely, 
Japanese  bonds  are  where  U.S.  Treasury 
bonds  were  in  1942,  when  at  one  point 
they  were  yielding  less  than  2%  and  were 
about  to  enter  a  long  bear  market.  Japan  is 
at  an  historic  turning  point.  Ml 


Marc  Faber  is  managing  director  of  Marc  Faber  Ltd.  and  publisher  of  the  Gloom,  Boom  &  Doom  Report. 
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"Peter,  with  all  my  job  changing, 

it's  nice  to  know  consolidating  my  retirement 

savings  at  Fidelity  is  as  easy  as  a  phone  call."  -  Don  Rickles 


Call  to  roll  over  your  eligible  401(k),  403(b)  or  pension  savings  with  Fidelity  Rollover  Express! 


If  you've  changed  jobs,  Fidelity  can  make  it  easy 
to  roll  over  your  eligible  retirement  savings  to  a 
Fidelity  Rollover  IRA.  Consolidating  your  money 
at  Fidelity  helps  make  it  easy  to  manage.  You  also  gain 
access  to  our  money  management  experience  and  vari- 
ety of  mutual  funds,  slocks,  bonds,  and  annuities,  so 


Fidelity 

ROLLOVER 
Express 


you  can  develop  a  strategy  to  match  your  needs.  All 
it  takes  is  a  phone  call  to  get  started,  and  our  Rollover 
Specialists  will  help  you  find  an  investment  strategy 
that's  right  for  you,  and  even  complete  the  Rollover 
paperwork.  Call  today  or  visit  our  website  to  get 
your  Rollover  Express  Kit.  It's  fast.  It's  easy.  It's  smart. 


Fidelity 


Investments' 


WHERE    12   MILLION   INVESTORS   PUT  THEIR  TRUST.' 


CALL 

1     - 

800-FIDELITY 

OR       VISIT 

u  s 

AT        WWW.FIDELITY.COM 

For  more  complete  information  on  any  fund  or  annuity  available  through  Fidelity,  including  charges  and 
expenses,   call   for  a   free   prospectus.   Please   read    it  carefully   before   you   invest  or   send   money. 

\  Biokerage  Services,  Inc.,  Member  NYSE,  SIPC.  62629.001 
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By      Cecily      Patterson 


Advertisement  2 


How  to  retire  well?  It's  easy:  start 
early,  save  a  lot  and  take  advantage  of 
tax-deferred  accounts  like  401(k) 
plans  and  IRAs.  How  can  you  be 
sure  you'll  reach  your  retirement 
goals?  You  need  a  personalized  retire- 
ment plan.  A  secure  retirement 
depends  on  a  plan  that  can  with- 
stand the  vicissitudes  of  a  mercurial 
marketplace,  is  flexible  enough  to 
accommodate  life  changes,  and 
allows  you  to  sleep  at  night  without 
waking  up  at  4  a.m.  to  ask  yourself 
pressing  questions.  Should  you  shift 
moneys  from  one  sector  to  another? 
Should  you  really  have  spent  that 
money  putting  a  bathroom  in  your 
summer  home  instead  of  investing  it 
for  the  years  ahead?  A  successful 
strategy  ticks  along  without  interruption. 
If  you  spend  the  time  putting  all  the 
parts  in  place  and  review  it  annually,  your 
retirement  plan  should  do  exactly  what  it 
is  supposed  to  do:  allow  you  to  retire  well 
when  you  choose  to  retire. 


Riding  the  Wave 

For  the  70  million  Americans  who  are 


/A4ien  Congress  designated  65  as 

the  retirement  age  in  1935,  the 

average  life  expectancy  was  62 

years  old.  These  days,  according  to 

the  National  Center  for  Health 
statistics,  a  66-year-old  is  expected 
to  live  to  the  age  of  82.  That's  not 
only  a  big  difference  in  how  much 
longer  we  can  expect  to  live,  but 
also  means  a  big  difference  in  how 
much  we  need  to  save. 


living  longer  and  healthier  lives  and  who 
will  retire  between  2010  and  2030,  retire- 
ment should  be  an  extended  vacation, 
one  that  melds  leisure  activities  with  the 
choice  of  working  part-time  {choice  being 
the  operative  word),  daily  golf  rounds 
with  volunteer  activities  or  sailing  around 
the  world  while  writing  a  memoir.  But 
even  with  the  advent  of  state-of-the-art 


Dramatic  Increase  in  New  Retirees 
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planning  tools  and  up-to-the- 
minute  financial  information  at 
one's  fingertips,  it  is  not  becoming 
any  easier  to  plan  for  one's  retire- 
ment. With  increasing  control  over 
personal  retirement  funds  and  a 
dizzying  selection  of  products  and 
services  to  choose  from,  more 
investors  than  ever  need  help  in 
planning  for  their  golden  years. 

One  half  of  all  Americans  have 
invested  in  the  stock  market,  either 
directly  or  through  their  retirement 
plans.  The  last  few  years  have 
bumped  up  individual  investors' 
coffers  and  made  the  quarterly 
letter  detailing  one's  40 1  (k)  plan  or 
IRA  accruals  an  event  to  look  for- 
ward to.  After  seven  years  of 
unprecedented  gains  for  mutual  funds, 
however,  the  third  quarter  of  1998 
showed  that  only  14  of  2,377  funds  that 
invest  in  a  broad  array  of  U.S.  stocks 
made  money,  according  to  Morningstar 
Inc.  The  value  of  the  average  domestic 
equity  fund  dropped  13%. 

Individual  investors'  accounts  showed 
big  losses  for  the  first  time  in  years, 
prompting  not  only  a  decline  in  con- 
sumer confidence  among  the  well-to- 
do,  but  also  an  analysis  of  financial 
planning  strategies.  Reviewing  third- 
quarterly  401(k)  plan  and  IRA  results 
may  have  caused  eyes  to  open  and 
stomachs  to  drop  in  a  way  not  felt  in 
years,  prompting  a  reassessment  of  risk 
tolerance. 

The  end  of  the  long  run-up  in  stock 
prices  this  July  was  a  proving  ground  for 
many  investors'  retirement  strategies. 
While  the  decline  may  have  put  a  damper 
on  die  "irrational  exuberance"  that  drove 
the  Dow  Jones  Index  to  over  9,000  points 
earlier  this  year,  returning  stock  prices  to 
what  Alan  Greenspan  calls  reasonable 
levels,  it  also  created  uncertainty  among 
investors  about  how  to  proceed. 


Finished  law  school. 

First  partnership:  wife,  Emily. 

Bought  first  home. 

Started  family. Twins. 

Added  a  bedroom. 

Paid  for  college  educations. 

And  two  weddings. 

Purchased  summer  home. 

In  Monterey. 

Anticipating  arrival  of  first 

grandchild. 


Blood  pressure:  120/80       

Financial  Resource: 
Countrywide 


At  Countrywide,  we  think  of  homeownership  as  the  beginning  of  lifelong  financial  security.  We  help 
you  maximize  the  value  of  your  home,  and  show  you  how  your  equity  can  cover  everything  from 
braces  to  brides.  We'll  be  here  to  insure  your  home  and  family,  and  help  you  build  investments 
for  retirement.  Life  is  an  amazing  journey.  Partner  with  Countrywide,  and  make  it  a  peac^'l  ' 


www.countrywide.com 


Countrywide 


HOME  LOANS 


Easy.  Really. 


?h    n      1      ?   r  r  Countrywlde  Home  Loans-  Inc.  Trade/service  marks  are  the  property  ofCountryw.de  Credit  Industries.  Inc.  and/or  its  subsidiaries.  Arizona  Mortgage  Banker  Ucense  Number  I 
Z£L  I  ™  mTwk  °  C°'P°rations  undf the  Cfl,f°m'a  R«'<tential  Mortgage  Lending  Aa  Georg.a  Residential  Mortgage  Licensee.  6465  East  Johns  Crossing.  Sute  400.  Duluth,  GA  30097  Illinois  Residential 
£fank  Z n     J      TIT,      t  ?w  '     I 1T?»  6c°  ^  UCenSed  MOrtgagS  Banker"  N)  DePartment  of  Banking,  224  Middle  Road.  Hazlet.  NJ  07730  (732)  335-8801 .  New  York  licensed  Mortgage  Banker  - 
|  Department.  620  Erie  Blvd..  West,  Suite  213.  Syracuse.  NY  13204.  Rhode  Island  Lenders  License. This  is  not  an  offer  to  enter  into  an  interest  rate  lock-in  agreement  under  Mmnesota  law  10/98 
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I've  spent  40  years  building  a  nest  tgg. 


30  years  paying  off  a  mortgage. 


20  years  saving  for  college. 


I've  WORRIED  enough. 


Now  I  want  to  LIVE. 
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protect  the  work  of  a  lifetime.  1-877-ASK-LINCOLN.  Clear  sol* 
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Curbing  Your  Reactions 

"One  of  the  mistakes  we  see  individ- 
ual investors  make  is  to  react  to 
volatility  by  making  drastic  changes 
to  their  asset-allocation  mix,"  says 
Jack  Brod,  principal,  Personal  Finan- 
cial Planning,  The  Vanguard  Group. 
"That  usually  means  that  they  didn't 
have  an  appropriate  allocation  to 
begin  with." 

A  truly  diversified  portfolio,  says 
Brod,  is  one  that  contains  a  mix  of 
investments  that  move  in  opposite, 
or  dissimilar,  patterns  under  the 
same  economic  conditions.  Diver- 
sifying your  portfolio  this  way 
means  the  downward  movement  of 
one  investment  is  offset  by  the 
upward  movement  of  another. 

Investors,  says  Brod,  need  to  step  back 
and  ask  themselves,  "What  is  my  strat- 
egy? What  is  the  philosophy  guiding  my 
investment  decisions?"  before  making 
any  changes. 

"A  long-term  strategy  of  asset  alloca- 
tion that  incorporates  diversification," 
says  Brod,  "allows  many  investors  to  see 
their  way  through  volatile  market  envi- 
ronments like  the  one  we  have  experi- 
enced this  year." 


_^/ong-term  investors  should 

not  be  worrying  about  or  focusing 

on  the  current  market  gyrations," 

says  Stephen  Advokat,  manager  of 

education  and  guidance  for 

American  Century  Investments. 

"What  the  market  is  doing  now 

won't  be  all  that  dramatically 

significant  in  the  long  run." 


When  the  Bear  Growls 

Stephen  Advokat,  manager  of  educa- 
tion and  guidance  for  American 
Century  Investments,  agrees.  "Long- 
term  investors  should  not  be  worrying 
about  or  focusing  on  the  current 
market  gyrations,"  he  says.  "What  the 
market  is  doing  now  won't  be  all  that 
dramatically  significant  in  the  long  run." 
Advokat  cites  "Black  Monday,"  the  day 
in  October  1987  when  the  market  took 


Bear  Markets  1956- 1998 


Time 
Frame 

Decline 
in  DJIA 

Recovery 
Period 

April '56  - 
Dec.  '61    - 

Oct.  '57 
June  '62 

19.4' 

27.1% 

25.2% 

35.9% 

45.1% 

26.9% 

2-1  i 

36.1% 

:i.2% 

[0.8  months 
14.3  months 

Feb.  '66    - 
Dec. '68    - 

Oct.  '66 
May '70 

73.1  months 
29.5  month.-. 

Jan.  '73     - 

Dec.  '74 

95.0  months 

Sept.  '76  - 

Feb.  '78 

36.8  months 

April '81   - 

Aug.  '82 

2.3  months 

Aug.  '87    - 

Oct.'87 

.2  months 

July  '90     - 

Oct.  '90 

6.2  months 

Source:  Crandell,  Pierce  &  Co 


a  dramatic  dive,  as  an  example. 
"People  look  at  1987  as  a  fairly 
recent  example  of  market  turbu- 
lence," he  says.  "What  a  lot  of 
investors  don't  realize,  however,  is 
that  the  market  was  up  by  5%  for  i 
the  entire  year.  If  you  had  invested 
in  equities  in  January  and  stayed 
invested,  despite  the  market  fall, 
you  would  have  made  5%  on  your 
investments.  If  you  had  pulled  out 
when  the  market  plummeted  in 
1987,  not  only  would  you  have 
missed  a  5%  gain,  but  you  also 
might  have  waited  to  get  back  into 
the  market,  missing  a  valuable 
opportunity  to  stay  invested." 

The  shortest  bear  market  in  the 
last  48  years,  says  Advokat,  came  in 
1990,  when  the  market  slumped  21.2% 
in  less  than  three  months  and  recovered 
six  months  later.  The  longest  bear 
market  covered  23  months  between 
1973  and  1974,  when  the  market 
dropped  45.1%  and  did  not  rebound 
for  almost  eight  years. 

"Bear  markets  have  been  noticeably 
tamer  in  the  past  two  decades,"  he  says. 
"The  three  bears  since  1978  have 
declined  on  average  about  27%,  lasting 
only  seven  months  and  requiring  about 
1 1  months  to  recover.  What  this  all 
means  is  that  you  don't  want  to  make 
long-term  decisions  on  short-term  fluc- 
tuations." 


Time  for  a  Tune-Up 

Consider  this  a  propitious  time,  then,  to 
fine-tune  your  retirement  plan.  "If 
market  volatility  forces  people  to  think 
through  their  strategy  more  clearly,  it's  a 
good  thing,"  says  Jerome  S.  Golden, 
executive  vice  president  of  the  Product 
Management  Group  of  the  Equitable 
Life  Insurance  Company.  "Consider 
those  investors  who  have  a  lot  of  their 
retirement  funds  tied  up  in  company 
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stock  options,"  he  says.  "Your  net  worth 
can  fluctuate  dramatically.  When  the 
market  is  volatile,  then  your  net  worth  is 
even  more  volatile.  Investors  are  saying, 
'Gee,  I  cant  build  my  retirement  alone 
on  my  stock  options.'  People  may  need 
to  rethink  some  of  their  basic  strategies, 
or  to  consider  whether  they  had  the 
proper  strategy  in  the  first  place." 

The  downturn  of  the  market  means 
that  for  investors  who  have  fewer  assets 
than  at  the  beginning  or  the  year,  more 
sophisticated  strategizing  is  called  for.  "Ir 
we  have  fewer  resources  than  75  days 
ago,  says  Golden,  "then  we  just  have  to 
look  at  ways  to  increase  efficiency.  It 
does  not  mean  that  one's  entire  financial 
plan  is  turned  upside  down.  A  down- 
turn in  the  market  often  provides 
investors  with  an  opportunity  to  for- 
malize new  strategies  to  get  maximum 
growth  out  of  their  retirement  savings." 


Building  a  New  Stool 

When  Congress  designated  65  as  the 
retirement  age  in  1935,  the  average  life 
expectancy  was  62  years  old.  These  days, 
according  to  the  National  Center  for 
Health  statistics,  a  66-year-old  is 
expected  to  live  to  the  age  of  82. 
That's  not  only  a  big  difference  in 
how  much  longer  we  can  expect  to 
live;  it  also  means  a  big  difference  in 
how  much  we  need  to  save. 

Our  grandparents  used  the  three- 
legged  stool  of  Social  Security, 
pension  plans  and  their  individual 
savings  accounts  to  fund  their 
retirement.  You  can  call  1-800-772- 
1213  to  determine  your  current 
Social  Security  benefits,  or  visit 
www.ssa.gov  on  the  Internet.  The 
future  of  Social  Security,  however, 
is  uncertain.  Some  suggestions  for 
change  involve  higher  taxes,  lower 
benefits,  later  retirement  ages  and 
lower  cost-of-living  adjustments,  as 


Dramatic  Increase  in 

Defined-Contribution  Balances 

for  New  Retirees 


In  billions  of  dollars 

700- 


$6 1 8  billion 


$93  billion 

Source:  PricewaterhouseCoopers 

well  as  privatization,  where  at  least  part 
of  the  taxes  you  pay  will  flow  into  an 
account  that  you  control.  While  there  is 
growing  pressure  on  Congress  to  address 
the  Social  Security  problem,  no  one  can 
predict  what  changes  will  be  made  and 
exactly  how  much  will  be  available  to 
you  when  you  retire. 
The   move  away  from   pension  or 


<  s  gnoring  market  fluctuations 
and  keeping  your  eye  on  the  long- 
term  horizon  is  the  best  way  to 
view  your  retirement  funds. 
Diversification  is  critical,  and  once 
you  have  your  asset-allocation 
strategy  in  place,  it's  necessary 
to  rebalance  your  portfolio  at 
least  annually  and  switch 
investments,  if  needed. 


zoio 


defined-benefit  plans  to  defined-contri- 
bution  plans  like  401  (k),  403(b)  and  457 
plans  has  become  more  and  more  preva- 
lent as  well.  "The  number  one  shift  in 
the  retirement  marketplace  is  the  shift 
from  defined-benefit  to  defined-contri- 
bution  plans,"  says  Thomas  L.  West,  Jr., 
chairman  and  chief  executive  officer  of 
American  General  Retirement  Services. 
"This  shift  first  occurred  in  the  pri- 
vate sector  and  has  begun  to  move 
into  the  public  sector,  as  well.  Many 
cities,  counties  and  state  govern- 
ments have  recently  introduced  leg- 
islation to  shift  either  partially  or 
fully  to  some  kind  of  defined- 
contribution  plan." 

This  means  that  it  is  your  obliga- 
tion as  an  individual  investor  not 
only  to  manage  your  401(k), 
403(b)  or  457  plan,  but  also  to  for- 
mulate a  strategy  to  close  the  retire- 
ment gap  between  what  your  plan 
and  Social  Security  will  provide  and 
what  you  ultimately  will  need. 

Financial  Advice 

"More  than  ever  before,  employers 


How  can  you  tell  if  a  company  s  stock  is  a  good  investment?  If  you're  Janus,  youii  "b 
give  the  company  the  third  degree.  First  you  inspect  every  number  in  their  books.     ' 
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3ut  the  box. 


Janus  Growth  and  Income  Fund 


ONE  YEAR  THREE  YEAR  FIVE  YEAR  UFE  OF  FUND 

37.45%     33.66%     22.64%     22.06% 


AVERAGE  ANNUAL  TOTAL  RETURNS  FOR  PERIODS  ENDED  6,30/98  FUND  INCEPTION  5/91     I  FOR  ALL  PE 
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Sen  you  interview  their  people.  Talk  to  their  customers.  Quiz  their  competitors, 
at  s  the  way  Janus  has  always  separated  the  diamonds  from  the  rough. 
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are  saying,  'You  must 
now  take  responsibility 
for  your  own  invest- 
ments,'" says  West. 
"People  are  saying,  'I  | 
can't  do  this  on  my 
own.'"  West  believes  that  f 
having  a  personal  finan- 
cial   adviser    can    help    .. 

,     ,     1%  33% 

investors  through  the  |&  W)  91 
three  stages  of  retirement  v.  «y4 
planning  —  accumula-  p/4  j 
tion,  distribution  and 
estate  planning  —  and  also  help  them 
to  maintain  the  plan  and  motivate  them 
to  take  action,  when  necessary. 

"This  shift  from  defined  benefit  to 
defined  contribution  means  more  people 
are  coming  to  us  for  help,"  he  says.  "We 
have  more  than  1,000  retirement  plan- 
ning specialists  who  offer  a  proven  step- 
by-step  process  that  includes  sophisticat- 
ed asset-allocation  services,  educational 
materials  and  a  broad  range  of  invest- 
ment products  for  various  needs.  Our 
specialists  come  in,  sit  down  and  help 
clients  work  out  an  investment  plan.  We 
review  it  annually  and  help  them  rebal- 
ance their  portfolio,  if  necessary.  Our 
Web  site,  www.valic.com,  offers  a  host  of 
information  and  easy-to-use  retirement- 
planning  tools  to  help  people  make 
appropriate  choices  so  that  they  can  reach 
their  financial  goal.  We  want  our  special- 
ists to  be  known  throughout  the  com- 
munity they  work  in  —  to  be  viewed  as 
an  extension  of  the  benefits  of  the  col- 
lege, hospital  or  municipality  where  our 
clients  are  employed." 

American  General  Retirement  Services 
and  its  sister  company,  VALIC,  also  plan 
to  introduce  a  group  of  financial  advisers 
to  further  meet  customer  needs.  "We 
expect  to  have  a  cadre  of  certified  finan- 
cial planners  to  serve  our  customers  over 
and  above  their  basic  retirement  needs," 
says  West.  "The  bull  market  of  the  last 


decade  means  that 
there  are  many  people 
with  retirement  plan- 
ning accounts  of  over 
$1  million.  They  are. 
starting  to  feel  the 
need  to  initiate  estate 
planning  and  to  plan 
for  a  transfer  of 
wealth.  Our  recent 
I  acquisition  of  Western 
fl  National,  now  Ameri- 

can General  Annuity 
—  the  nation's  number  one  provider  of 
fixed  annuities  sold  through  financial 
institutions  —  significantly  expands  our 
retirement-savings  operations.  We  are 
here  to  help  our  clients." 

Finding  a  Financial  Planner 

Your  workplace  may  not  offer  a  financial 
planner  as  part  of  your  benefits  service, 
or  you  may  be  a  small- 
business  owner  who 
needs  to  search  for  one 
on  your  own.  How  do 
you  go  about  finding 
the  right  person?  Do 
you  really  need  one? 
"The  more  successful 
that  people  are  at 
building  their  net 
worth,  the  less 
amount  of  time  they 
have  to  manage  it," 
says  Jon  A.  Boscia, 
president  and  chief 
executive  officer  of 
Lincoln  National  Cor- 
poration, the  parent  of 
the  Lincoln  Financial 
group  of  companies. 
"People  running  their 
own  businesses  are 
often  the  ones  who 
can  benefit  most  from 
good  financial  plan- 


L^ne  of  the  mistakes 
we  see  individual 
investors  make  is  to 
react  to  volatility  by 

making  drastic 

changes  to  their  asset 

allocation  mix.  That 

usually  means  that 

they  didn't  have  an 

appropriate  allocation 

to  begin  with." 

—  Jack  Brod,  Principal, 

Personal  Financial 

Planning, 

The  Vanguard  Group 


ning,"  he  says.  "They  are  running  a  suc- 
cessful business,  and  think  that  they 
should  have  enough  knowledge  to  do 
everything  on  their  own.  People  have 
said  to  me,  'How  can  you  say  I  don't 
know  how  to  manage  my  wealth  when  I 
have  created  it?'  and  I  say,  'Creation  and 
management  are  two  different  things.'" 
Boscia  says  that  investors  should 
devote  the  same  kind  of  energy  to  find- 
ing a  financial  planner  that  they  do  when 
they  buy  a  home  or  when  they  choose  a 
doctor.  "The  best  way  to  find  a  financial 
planner  is  by  referral,"  he  says.  "You  find 
someone  whose  judgment  you  trust  and 
then  ask  a  lot  of  questions.  What  has  the 
planner  done  for  them?  How  do  they  feel 
about  his  or  her  personal  style?  Once 
you've  found  a  few  financial  advisers  to 
interview,  try  to  see  them  in  person,  and 
ask  them  a  lot  of  questions  as  well.  How 
long  have  they  been  in  the  business?  It's 
usually  wise  to  choose 
someone  who's  been 
in  the  business  longer 
than  10  years.  A  27- 
year-old  person  may 
have  all  the  designa- 
tions, but  never  have 
seen  a  stock  market 
collapse.  He  or  she 
isn't  necessarily  the 
right  person  for  a 
high-net-worth  indi- 
vidual. Determine  their 
designations.  Have 
they  taken  the  time  to 
pursue  classes  since 
they  were  certified? 
Finally,  ask  to  speak  to 
clients  of  theirs  and 
find  out  how  they  feel 
about  the  financial 
adviser.  It  may  take 
time,  but  the  process  is 
worth  it." 
Traditionally,  finan- 


This  isn't  the  only  tool  you'll  need 
to  get  ready  for  retirement. 


With  all  due  respect  to  your  golf  game, 
American  Century  Investments  has  other 
useful  tools  to  help  you  plan  a  successful 
retirement.  We  can  also  help  guide  you 
through  the  entire  process,  and  tell 
you  about  our  complete 
selection  of  mutual  funds. 
Just  call  our  team  of 
Fund  Specialists  at 
1-800-345-5702,  and 
be  sure  to  ask  about 


our  free  Retirement  Planning  Tools.  For 
example,  our  rollover  video  and  planning 
guide  can  help  you  avoid  losing  up  to  40% 
of  your  retirement  money  in  penalties 
and  taxes.  To  help  minimize  the  tax  bite 
after  you  retire,  order  Taming  Taxes  In 
Retirement.  To  estimate  how  long  your 
money  might  last,  ask  for  our  free  Retirement 
Calculator.  Call  today  to  order  the  retire- 
ment tools  that  are  more  valuable  than 
anything  you'll  take  to  the  country  club. 


Call  for  a  prospectus  with  more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it  carefidly  before  you  invest. 
©  2998  American  Century  Services  Corporation,  Funds  Distributor,  Inc.  fbs 


American 
Century 


www.americancentury.com 


1-800-34  5-5  702 
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cial  planners  earned  their  income  from 
commissions  on  products  they  sold  their 
clients.  As  investors  become  more  knowl- 
edgeable about  the  marketplace,  they 
realize  that  planners  who  earn  com- 
missions that  way  may  be  looking 
more  at  their  own  bottom  line  than 
their  client's.  As  long  as  you  know 
what  you're  buying  and  what  you're 
really  paying  for  it,  however,  hiring 
such  a  planner  can  be  economical. 
A  second  category  of  advisers  are 
fee-based  planners,  who  earn  a  fee  for 
doing  a  financial  plan,  and  also  earn 
commissions  selling  the  products  to 
implement  the  plan.  The  third  cate- 
gory, fee-only  planners,  charge  a  flat 
percentage  based  on  assets  under 
management,  and  don't  make  money 
from  commissions.  It's  important  to 
understand  the  compensation  methods 
proposed  by  the  planners  you  interview. 


Look  for  straightforward  explanations  and 
disclosures  and  make  sure  fees  are  clearly 
stated  in  the  contract. 


C3Air  grandparents  used  the 

three-legged  stool  of  Social 

Security,  pension  plans  and  their 

individual  savings  accounts  to 

fund  their  retirement.  You  can 

call  1-800-772-1213  to  determine 

your  current  Social  Security 

benefits,  or  visit  www.ssa.gov 

on  the  Internet. 
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The  Big  Picture 

"Many  people  don't  really  aggregate 
their  total  assets  in  a  way  that  gives  them 


a  complete  picture  of  what  they  have," 
says  the  Lincoln  Financial  group's 
Boscia.  "You  might  have  a  mutual  fund 
invested  through  one  company,  and 
a  401(k)  at  work  that  invests  in 
another  family  of  funds.  Then  you 
may  have  a  variable  life  insurance 
policy  with  one  insurance  company 
and  a  variable  annuity  with  another. 
You  have  some  IRAs  with  various 
brokerage  firms  as  well  as  a  securities 
portfolio  with  a  stockbroker.  What 
you  don't  have  is  a  complete  picture 
of  your  portfolio  or  a  consolidated 
statement  that  gives  you  a  quarterly 
assessment  of  your  overall  invest- 
ments. You  may  be  shocked  once 
you  set  down  all  your  individual 
pieces.  A  high-quality  financial  plan- 
ner can  look  at  your  overall  investments 
and  help  make  sure  you're  meeting  all  of 
your  goals." 


The  strength  of  any  element  is  not  in  its  might  bu 


I  he  C  im  11111.1t i  Insurance  Company   a  subsidiary  ol  Cincinnati  Financial  Cor 
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rhe  International  Association  for 
lanciaJ  Planning  (1-800-945-4237  or 
vw.iafp.org)  offers  referrals  to  member 
mners  in  your  area.  The  National 
■Delation  of  Personal  Financial 
Ivisers  (1-888-333-6659  or 
.-w.  napra.org)  offers  referrals  to  fee- 
rv  planners  in  your  area. 


actual  years  that  a  person  could  be  in 
retirement  may  stretch  to  40  to  50  years. 
"People  need  to  consider  the  detours 


iSl aving  a  personal  financial 


Will  Your  Nest  Egg  Last 
Long  Enough? 

f'Both  of  my  grandmothers  were 
jborn  in  the  1800s,"  says  Kathryn  J. 
IHull,  manager.  Retirement  Plans 
(Department,  Countrywide  Invest- 
Iments  Inc.  "Neither  of  them  ever  had 

.  ination.  They  didn't  take  vitamins 
[and  they  didn't  have  antibiotics.  They  both 
(lived  into  their  90s.  I  plan  to  live  until  I'm 
1115.  I  don't  plan  to  run  out  of  money." 

While  Hull  says  that  people  are  living 
20  to  30  years  longer  these  days,  the 


adviser  can  help  investors  through 

the  three  stages  of  retirement 

planning  —  accumulation, 

distribution  and  estate  planning  — 

and  also  help  them  to  maintain 

the  plan  and  motivate  them 
to  take  action,  when  necessary. 


that  pop  up,"  she  says.  Early  retirement, 
unexpected  medical  problems  and 
downsizing  are  all  factors  to  consider 
when  formulating  a  plan  that  determines 
exactly  how  much  you  will  need. 

"I  tell  my  clients  to  try  to  visualize 


how  they  want  their  retirement  to  be," 
says  Hull.  "My  father  thinks  a  week 
without  three  or  four  golf  games  is  a 
week  not  worth  counting.  My  par- 
ents winter  in  the  South,  and  travel 
at  other  times  of  the  year.  They  just 
took  a  trip  to  the  Canadian  Rockies 
and  are  already  planning  the  trips 
they  will  take  next  year.  They  are 
living  the  retirement  they  dreamed 
of.  It's  crucial  that  you  calculate  how 
much  you'll  need  to  realize  your 
own  retirement  dreams." 

Financial  planners  often  suggest 
a  goal  of  between  70%  and  80% 
of  your  preretirement  income, 
adjusted  for  inflation,  to  retire  on.  Of 
course,  this  figure  assumes  your  mort- 
gage is  paid  off  and  that  you  plan  a 
more  frugal  lifestyle.  "If  you  are  40  years 
old  and  earning  $100,000  a  year,"  says 
Hull,  "assuming  a  conservative  rate  of 


;istency. 


To  earn  a  policyholder's  loyally,  an  insurer  must  provide 
superior  personal  service,  year  after  year.  That  means  earning 
high  marks  on  independent  surveys  of  agents  and  customers 
for  responding  to  claims  promptly,  accurately  and  fairly, 
time  after  time.  It  means  serving  you  through  local  independent 
agents,  who  study  your  individual  needs  and  find  the  ideal 
coverages  for  your  business,  home,  auto  and  life.  And  it  means 
focusing,  day  after  day,  on  building  long-term  relationships  based 
on  value  and  trust,  one  agent  and  one  policyholder  at  a  time. 
Call  i  -800-769-05  4  8  to  find  an  independent  agent  who  represents 
The  Cincinnati  Insurance  Companies  in 
your  community. 


Making     our    strength     your    future 


CINCINNATI 

INSURANCE  COMPANIES 


www.cinfin  com 


nsurante  through  independent  agents  in  AL.  AR,  AZ,  FL,  CA,  IA,  IL,  IN,  K.S,  KY,  MD,  Ml,  MN,  MO,  MT,  NC,  ND,  NE,  NH,  NY,  OH,  PA,  SC,  SD,  TN,  VA,  VT,  WV,  Wl 
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4%  inflation,  you  are  going  to  need 
$460,000  a  year  to  buy  the  same 
services  you  currently  expect  in  life 
when  you  are  85  years  old." 

Hull  assumes  that  retirement  also 
means  a  drop  in  expenses.  "This 
may  not  be  a  correct  assumption," 
she  warns.  "What  if  you  want  to 
travel  more  and  spend  more  of  your 
income?  What  if  you  have  unex- 
pected medical  expenses?  These  kind 
of  considerations  mean  you  have  to 
factor  in  more  money." 

Details  like  how  many  years  you'll 
be  earning  income  to  invest  for  retire- 
ment, your  current  cost  of  living,  the 
rate  of  inflation,  your  tax  bracket  at  retire- 
ment, mortgages  you  may  be  paying  off 
at  retirement,  the  value  of  your  homes 
and  health  insurance  are  all  important 
when  determining  what  you  will  need  to 
fund  your  retirement  fantasies. 

Remember,  if  you  are  a  baby  boomer, 
you're  part  of  one  of  the  biggest  demo- 
graphic waves  in  history.  Your  genera- 
tion will  do  to  real  estate  what  it  did  to 
Davy  Crockett  caps  and  sport-utility 
vehicles.  You  may  want  to  start  funding 
your  retirement  home  now,  before  real 


il/he  International  Association 

for  Financial  Planning 

(1-800-945-4237  or  www.iafp.org) 

offers  referrals  to  member  planners 

in  your  area.  The  National 
Association  of  Personal  Financial 

Advisers  (1-888-333-6659  or 

www.napfa.org)  offers  referrals  to 

fee-only  planners  in  your  area. 


estate  values  escalate  and  prices  in  pop- 
ular areas  go  sky-high. 

Risk  Tolerance 

When  you  watch  television  and  see 
people  involved  in  such  sports  as  hang 
gliding  or  bungee  jumping,  do  you: 

a)  think  they  are  idiots. 

b)  admire  them  but  would  never  want 
to  participate. 

c)  wish  you  could  try  such  sports  once 
just  to  see  what  they  are  like. 

d)  realize  you  need  to  go  out  and  buy 

Your  Investment  Goals 


some  new  equipment. 

Making  investment  decisions  onl 
your  own  is  something  that  you: 

a)  never  do. 

b)  do  occasionally. 

c)  often  do. 

d)  almost  always  do. 
If  a  stock  doubled  in  price  five] 

months  after  you  bought  it,  would] 
you: 

a)  sell  all  your  shares. 

b)  sell  half  your  shares. 

c)  sit  tight. 

d)  buy  a  lot  more  shares. 
These  are  sample  questions  from  | 

a  typical  risk-tolerance  quiz,  one 
that  determines  your  investment  style.  • 
How  much  risk  is  too  much  for  you? ! 
How  much  is  not  enough?  Determining  a 
your  risk  tolerance  takes  into  considera- 
tion your  own  psychological  ability  to : 
take  risk,  and  the  number  of  years  you. 
have  to  build  your  money  before  you . 
need  to  start  using  it. 

You  may  have  taken  a  risk-tolerance  I 
quiz  a  few  years  ago  and  decided  you  were 
the  kind  to  hurl  yourself  off  a  bridge  with 
only  a  springy  rope  keeping  your  head 
from  bouncing  off  the  concrete.  Take  one 


Monthly 

8%  Average  Annual  Return 

Investment 

1  Year 

5  Years 

10  Years 

15  Years 

20  Years 

25  Years 

30  Years 

$  200 

$  2,723 

$15,107 

$  37,362 

$  70,584 

$120,178 

$192,941 

$  304,730 

^M^ 

$  4,086 

$22,662 

$  56,044 

#Mij:V/^ 

$180,267 

$291,318 

$  457,095 

400 

$  5,448 

$30,216 

$  74,725 

$141,168 

$240,356 

$388,424 

$  609,460 

500 

$  6,810 

$37,770 

$  93,406 

$176,460 

$300,445 

$485,529 

$  761,826 

600 

$  8,171 

$45,323 

$112,087 

$211,752 

$360,534 

$582,635 

$  914,191 

700 

$  9,533 

$52,877 

$130,768 

$247,044 

$420,622 

$679,741 

$1,066,556 

800 

$10,895 

$60,431 

$149,449 

$282,336 

$480,711 

$776,847 

$1,218,921 

900 

$12,257 

$67,985 

i  [68,131 

$317,029 

$540,800 

$873,953 

$1,371,286 

1,000 

$13,619 

$75,539 

$186,812 

$352,921 

$600,889 

$971:059 

$1,523,651 

Source:  American  Century  Investments.  Chart        >r  illustrative  purposes  only  and  is  not  meant  to  represent  or  predict  any  specific 
investment.  Monthly  investments  are  made  at  tl     beginning  of  each  month.  All  dividends  are  reinvested. 


your  401  oo 


i 


When  it  comes  to  expenses, 
we  put  all  our  cards  on  the  table. 


plan  ahead. 


Some  401(k)  providers  play 
games  with  your  expenses.  They 
hide  administrative  expenses  in 
asset  fees  or  neglect  to  explain  your 
total  costs.  Expect  better  from  the 
Principal  Financial  Group?  We  prac- 
tice full  disclosure  of  administrative 
expenses  and  investment  manage- 
ment fees  -  with  every  plan,  right 
from  the  start.  And  with  our  simpli- 
fied expenses  approach,  you'll 
know  your  total  expenses  up-front, 
plus  you  choose  how  you  pay. 

Combine  this  with  our  service 
guarantee  and  local  support,  plus 
an  impressive  array  of  investment 
options  including  name-brand  funds 
and  you've  got  one  of  the  best  total 
packages  in  the  indus- 
try. No  wonder  more 
employers  choose  us  for 
their  401  (k)  plan  than  any 
bank,  mutual  fund,  or  insurance 
company?  This  is  the  kind  of  per- 
formance you  can  only  expect  from 
The  Principal"-  a  company  with  over 
a  century  of  financial  expertise.  So 
call  1-800-255-6613.  Or  connect  to 
www.principal.com  on  the  Internet. 
As  for  your  present  provider,  call 
their  bluff. 


get  ahead. 


Plan  Ahead.  Get  Ahead.8' 


Financial 
Group 


)  and  Pension  •  Securities  •  PPO  •  Home  Mortgages  •  Life,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Mutual  Funds 

e  1998  Principal  Life  Insurance  Company,  Des  Moines,  IA  50392.  *CFO  magazine,  April/May  1998,  Senior  Financial  Executive  Ranking. 

Products  and  services  offered  through  Principal  Life  Insurance  Company  (The  Principal),  its  subsidiaries  and  affiliates  Mutual  funds  and  securities  distributed 

through  Princor  Financial  Services  Corporation  (member  SIPC).  Securities  and  health  care  products  not  available  in  all  states. 
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today  and  you  may  decide  the  con-     I 
crete  looks  much  harder  than  it  did  a 
few  years  ago.  Has  your  risk  tolerance 
decreased  or  are  you  a  victim  of  knee- 
jerk  reactionism? 

"I  think  many  people  probably 
thought  they  were  much  more  risk 
tolerant  than  they  probably  are,"  says 
Anne  Ollen,  director  of  education  for 
the  TIAA-CREF  Institute.  "If  some- 
one couldn't  stomach  the  events  of  the 
last  few  months,  then  maybe  they 
should  not  be  as  heavily  allocated  in 
equities  as  they  have  been.  People  see 
something  like  this  happen  in  the 
market  and  wonder,  'When  should  I 
get  out?  When  should  I  get  back  in?' 
I  don't  think  that  is  the  wise  or  correct 
way  of  looking  at  the  situation." 

Studies  show,  says  Ollen,  that  over 
time  a  sound  asset-allocation  strate- 
gy will  have  a  greater  impact  on 
returns  than  individual  stock  pick- 
ing or  market  timing.  "It's  better  to 
have  a  well-thought-out  asset  alloca- 
tion that  is  diversified  across  asset 
classes  that  you  put  in  place  as  part 
of  your  retirement  plan  and  then  let 
it  do  its  work,"  she  says.  "Of  course, 
it's  important  to  review  your  alloca- 
tion periodically  to  make  sure  it  still 
makes  sense." 

Like  Lincoln's  Boscia,  Ollen  believes 
investors  tend  to  break  up  their  portfolio 
into  pieces  when  assessing  what  they  have 
saved.  "Don't  look  at  isolated  pieces  of 
your  portfolio,"  she  says.  "I  think  the 
important  thing  to  do  at  a  time  like  this 
is  to  step  back  and  look  at  your  entire 
portfolio  as  a  whole.  Try  to  look  at  all  of 
your  savings  —  mutual  funds,  401(k)s, 
IRAs,  your  spouse's  funds  —  and  con- 
sider your  overall  allocations  to  the  dif- 
ferent asset  classes.  Don't  make  the  mis- 
take of  saying,  'I  have  too  much  in 
equities,'  without  examining  your  big 
picture." 


^/raditionally,  financial  planners 

earned  their  income  from 

commissions  on  products  they 

sold  their  clients.  As  individual 

investors  become  more  and  more 

knowledgeable  about  the 

marketplace,  they  realize  that 

those  planners  who  earn 

commissions  that  way  may  be 

looking  more  at  their  own  bottom 

line  than  their  client's. 


Ollen  stresses  the  importance  of  rebal- 
ancing one's  portfolio,  as  well.  "Imagine 
your  accumulated  savings  as  fresh  cash 
in  your  pocket  that  must  be  thought- 
fully invested  in  light  of  your  goals.  I 
like  the  idea  of  trying  to  forget  that  the 
market  is  fluctuating  while  you  are 
taking  a  new  look  at  your  portfolio. 
People  will  probably  find  that  their 
equity  investments  have  grown  despite 
the  downturns  in  the  market.  Portfolios 
may  be  more  heavily  weighted  in  equi- 
ties than  was  intended.  This  may  be  a 
good  time  to  shift  some  of  the  stocks  to 
maintain  the  original  balance  you  were 


striving  for.  Then,  consider  how 
you  want  to  allocate  your  future: 
contributions.  If  your  present  allo- 
cation suits  your  risk  tolerance  and 
time  horizon,  then  stay  with  it." 

Carpe  Diem 

Barbara  C.  Humphrey,  first  vice 
president  and  head  of  estate  plan-, 
ning  and  philanthropic  services  for 
Republic  National  Bank,  sees 
volatility  in  the  marketplace  as  a 
time  to  seize  opportunities.  "Indi- 
viduals with  a  long-term  retirement 
horizon  who  have  invested  in  equi- 
ties after  a  financial  crisis  often  I 
achieve  better  returns  than  other 
investors,"  she  says. 

Humphrey  stresses  the  careful 
profiling  clients  at  Republic  expe- 
rience. "We  approach  risk  toler- 
ance through  several  different 
avenues,"  she  says.  Republic 
National  Bank  believes  client  com- 
munication is  key. 

"We've  enjoyed  extraordinary 
returns  for  a  period  of  years.  A1 
correction  offers  opportunities  you 
might  otherwise  not  have  in  a  bull 
market.  We  see  considerable  value 
today  in  individual  stocks.  Sound 
research  needs  to  be  done,  on 
course,  but  we  think  there  is  a  lot  of 
value  in  both  over-the-counter  stocks 
and  in  larger  companies.  If  investing  in 
this  way  at  this  particular  time  in  the 
market  fits  into  your  overall  financial 
strategy,  then  you're  going  forward  with 
your  plan." 

Tools  of  the  Trade: 

Your  Defined-Contribution  Plan 

Maximizing  your  401(k)  or  other 
defined  contributions  is  a  smart  move 
for  anyone  who  has  the  choice.  Your 
contributions  are  pre-tax,  which  means 
you'll  pay  tax  on  less  income  overall. 


SHE'S  A  CHAMPION  OF 

retirement  security.  Helping  her 
clients  achieve  financial  inde- 
pendence is  par  for  the  course 


Retirement  Pro 


A  superstar?  Yes.  We've  got 
lots  of  them.  As  part  of  the  global 
AXA  group,  a  financial  services 
powerhouse  with  more  than 
$530  billion  under  management"; 
Equitable  has  a  full  line  of  prod 
ucts  and  services  for  all  life's 
opportunities  and  challenges. 
Our  representatives  hold  more 
dual  CLU  and  ChFC  professional 
designations  than  anyone  in  the 
industry.  And  they're  ready  to 
help.  Contact  us  and  start  your 
planning  today.  We'll  put  a  pro 
right  on  it.  Call  1-800-590-5995 
or  visit  www.equitable.com 


EQUITABLE 


Member  of  the  Global 


Group 


-166  The  Equitable  Life  Assurance  Society  of  the  U.S.  NY,  NY  10104  is  a  major  component  of  the  AXA  Group.  Equitable  is  solely  responsible  for  its  own  obligations.  *As  of  12/31/97 


Advertisement   18 


Some  plan  sponsors  will  also  fully  or 
partially  march  your  monthly  contribu- 
tion, effectively  handing  you  free 
money,  which  you  should  not  pass  up. 

Directing  your  defined-contribution 
plan  falls  on  your  shoulders  —  it's  up  to 
you  to  decide  where  and  how  to  invest 
your  money.  In  1980,  only  6%  of  Amer- 
icans were  invested  in  the  stock  market. 
By  1998,  however,  that  percentage  had 
grown  to  include  over  43%  of  American 
households,  mostly  through  mutual 
funds,  401(k),  403(b),  457  and  other 
employer-sponsored  pension  pro- 
grams. Historically,  stocks  have  out- 
performed all  other  types  of  invest- 
ments and  outpaced  inflation  as  well. 
Of  the  investments  in  mutual  funds, 
more  than  half  is  in  stock  funds, 
25%  in  bond  funds  and  the  rest  in 
money-market-type  funds. 

All  of  the  experts  we  interviewed 
agreed  that  ignoring  market  fluctu- 
ations and  keeping  your  eye  on  the 
long-term  horizon  is  the  best  way  to 
view  your  retirement  funds.  Diver- 
sification is  critical,  and  once  you 
have  your  asset-allocation  strategy  in 
place,  it's  necessary  to  rebalance 
your  portfolio  at  least  annually  and 
switch  investments,  if  needed.  When 
you  change  investments  inside  your 
defined  contribution  plan,  you  do  not 
have  to  pay  a  fee  or  taxes  the  way  you 
do  on  mutual  funds  or  stocks  you  own 
outside  your  plan. 

Educating  yourself,  either  through 
research  you  do  on  your  own,  or  with 
the  help  of  a  financial  planner  or  advis- 
er, is  critical  to  a  successful  retirement 
plan.  The  more  educated  an  investor 
you  become,  the  more  you  can  maxi- 
mize the  advice  and  guidance  a  financial 
planner  has  to  offer. 


Doing  Your  Homework 

ou  actually  know  what  companies 


your  funds  are  invested  in?"  asks  David 
Corkins,  portfolio  manager  of  the  Janus 
Growth  and  Income  Fund.  "Investors 
need  to  know  who  and  what  they  are 
investing  in,"  he  says,  "so  they  can 
understand  the  risks  as  well  as  the 
rewards." 

How  should  you  diversify  within  your 
defined  contribution  plan?  "People  get 
advice  from  other  people  and  don't 
really  know  what  they  own,"  says  David 


k^Tot  the  70  million  Americans 
who  are  now  living  longer  and 

healthier  lives  and  who  will 

retire  between  2010  and  2030, 

retirement  should  be  an  extended 

vacation,  one  that  melds  leisure 

activities  with  the  choice  of 

working  part-time  {choice  being 

the  operative  word). 


Corkins.  "People  come  to  me  and  say, 
'What  stock  should  I  buy?'  I  can't  give 
them  that  kind  of  recommendation.  I 
need  to  look  at  a  person's  entire  portfo- 
lio. How  comfortable  are  they  with  risk? 
How  long  do  they  want  to  stay  invest- 
ed? Where  are  their  other  investments 
located?  Do  you  want  to  trade  it  in  a 
week  and  make  a  killing  or  do  you  want 
to  keep  it  for  20  years  inside  your  IRA? 
There  are  a  lot  of  factors  to  take  into 
account  for  a  single  purchase,  let  alone 
an  entire  retirement  strategy." 

Corkins  supports  the  notion  that 
volatility  creates  a  stock  picker's  market. 
Ai  ns,  where  the  company  philosophy 
>•>  i'  i  ompany  by  company,  the 


recent  dips  in  the  stock  market  have 
allowed  opportunities  for  fund  managers. 
"We  don't  really  talk  to  Wall  Street  bro- 
kers," says  Corkins.  "There's  a  lot  of  emo- 
tion in  the  stock  market.  It's  driven  by 
fear  and  greed,  and  when  there  is  volatil- 
ity, fear  erupts.  Wall  Street  brokers  say  'sell 
this,  sell  that.'  We  might  get  50  calls  a  day, 
25  saying  'sell',  25  saying  'buy'." 

Recently,  for  instance,  institutional 
investors,  more  aggressive  hedge  funds 
and  mutual  fund  managers  sold  a 
lot  of  financial  services  stock. 
While  Corkins  did  reduce  some  of 
his  stock  in  this  sector,  he  also 
found  a  great  opportunity  in  the 
bank  stock  yard  sale. 

"A  lot  of  the  big  investors  are 
sector  driven,"  he  says.  "When  they 
sold  —  because  of  Russia,  Latin 
America  or  Asia  —  they  sold  all 
their  bank  stock.  I  tried  to  go  in 
and  find  the  banks  that  didn't  have 
any  business  in  Latin  America  or 
Russia.  I  found  the  perfect  example, 
Star  Banc,  in  Cincinnati,  Ohio. 
They  had  recently  purchased  anoth- 
er bank  in  Wisconsin,  didn't  have  a 
huge  exposure  to  emerging  markets 
and  held  no  Russian  housing  bonds 
in  their  portfolio.  Their  exposure  is  to 
middle  America  —  consumers  and  small 
businesses  in  Ohio,  Kentucky,  Indiana 
and  Wisconsin." 

Star  Banc  was  sold  off  with  Citibank, 
Chase  Manhattan  and  J.  P.  Morgan  — 
the  big  money  center  banks  whose  port- 
folios did  have  exposure  to  Russia,  says 
Corkins.  He  met  with  Star  Banc 
owners.  "We  liked  the  way  they  did 
business,"  he  says.  "And  since  then 
they've  bounced  back,  while  a  lot  of  the 
money  center  banks  haven't.  Wall  Street 
likes  to  paint  an  entire  industry  with  the 
same  brush.  But  there  are  huge  differ- 
ences within  an  industry.  There  are 
opportunities  to  be  found." 


Go  confidently  in  the  direction  of  your  dreams. 
Live  the  life  you  ve  imagined. 

-Henry  David  Thoreau 


What  do  you  want  out  of  life?  What  do  you  imagine  it  to  be?  Does  it  scare  you?  Or  fill 

you  with  promise  and  anticipation?  At  American  General,  50,000  dedicated  women  and 

men  help  you  meet  your  financial  needs  with  retirement  services,  life  insurance, 

and  consumer  loans.  And  with  70  years'  experience  and  $100  billion  in  assets, 

we're  helping  over  12  million  people  live  the  life  they've  imagined. 

Live  the  life  you've  imagined. 


American 

General 


Financial  Group 
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Pounding  the  pavement,  talking  to 
both  management  and  customers,  helps 
Corkins  as  he  looks  for  companies  with 
great  management  teams  that  take  their 
cash  and  reinvest  it,  using  it  to  pay 
down  debt,  buy  back  their  own  stock  or 
buy  another  company.  "I  ask  myself, 
'Would  I  want  to  go  into  business  with 
these  guys?'"  says  Corkins.  "I  think  it's 
important  for  investors  to  stick  with 
companies  they  know  and  understand. 
The  ones  you  sell  are  the  ones  whose 
business  you  don't  comprehend." 

IRAs 

For  those  who  have  maximized  contri- 
butions to  their  401(k)  plans,  an  IRA  is 
the  natural  next  step  for  tax-deferred,  or 
tax-free,  savings.  IRA  tax  law  changes 
were  the  hot  retirement  topic  last  year. 
The  Taxpayer's  Relief  Act  of  1997  not 
only  liberalized  many  traditional  IRA 
rules,  it  also  created  the  Roth  IRA. 

Key  changes  to  the  traditional  IRA 
mean  that  more  people  are  eligible  for 
deductible  contributions.  Prior  to  1998, 
couples  covered  by  an  employer's  retire- 
ment plan  had  to  earn  less  than  $40,000 


—  $25,000  for  singles  —  to  qualify  for 
fully  deductible  IRA  contributions. 
Deductibility  phased  out  for  couples 
earning  more  than  $50,000  and  singles 
earning  more  than  $35,000. 

Those  income  ceilings  will  double 
over  the  next  10  years,  topping  out  at 
$50,000  in  the  year  2005  for  singles 
wishing  to  make  fully  deductible  con- 
tributions and  $80,000  in  2007  for  cou- 
ples. The  ability  to  make  tax-deductible 
contributions  phases  out  as  income 
levels  increase,  and  minimum  required 
distributions  must  begin  by  age  70  1/2. 

Another  important  change  to  tradition- 
al IRAs  concerns  nonworking  spouses  or 
those  not  covered  by  an  employer's  retire- 
ment plan.  Under  the  tax  law  act  of  1997, 
this  group  may  make  fully  deductible  con- 
tributions provided  the  couple's  adjusted 
gross  income  (AGI)  is  less  than  $150,000. 
If  neither  spouse  is  covered  by  an  employ- 
er's plan,  they  can  make  deductible  IRA 
contributions  regardless  of  their  AGI. 

The  Roth  IRA 

Perhaps  the  most  exciting  news  for 
retirement  planning  in  1998  for  those 


IRAs  at  a  Glance 


Traditional  IRA 

Roth  IRA 

Annual  contribution 

$2,000 

$2,000 

Earnings  grow 

Tax  deferred 

Tax  deferred 

Withdrawals 

Taxed  as  ordinary  income 

Tax  free 

Minimum  required 
distributions 

Begin  at  70  Vl 

None 

Full  contribution  income 

$50,000  couples 

$150,000  couples 

limits  (1998  AGI) 

$30,000  singles 

S  95,000  singles 

Penalty-free  withdrawals 
eligible  for  first  home 
purchase 

Yes 

Yes 

Penalty-free  withdrawals 
eligible  for  higher 
education 

Yes 

Yes 

Source:  American  Century  Investments 


with  higher  incomes  comes  in  the  form 
of  the  Roth  IRA,  named  after  Senator 
William  Roth  (R-Del.),  chairman  of  the 
Senate  Finance  Committee.  You  cannot 
deduct  contributions  (up  to  $2,000 
annually  per  individual,  $4,000  per 
couple).  You  can,  however,  withdraw 
your  earnings  without  owing  any  feder- 1 
al  income  taxes  if  your  account  is  at  least 
five  years  old  and  you  are  at  least  59  1/2. ' 
The  AGI  limits  for  a  Roth  are< 
$150,000  for  couples  and  $95,000  for 
singles.  Eligibility  phases  out  at 
$160,000  for  couples  and  $110,000  for 
singles.  There  are  no  minimum  distrib- 
ution requirements.  Transfers  from  tra- 
ditional IRAs  are  permitted  if  your  AGI 
is  less  than  $100,000,  and  you  must  pay  \ 
taxes  on  your  earnings  if  you  do  roll 
your  IRA  over  to  a  Roth.  If  you  convert 
in  1998,  you  must  spread  those  taxes 
out  evenly  over  the  next  four  years. 

Using  the  Roth  for 
Estate  Planning 

"If  you  qualify  for  the  Roth  IRA,  it's  a  ter- 
rific investment,"  says  American  Century's 
Advokat.  "For  those  whose  incomes  are 
above  the  AGI  limit  but  who  can  on  occa- 
sion regulate  their  incomes  —  the  self- 
employed  or  the  retired  —  the  Roth  can 
also  provide  a  very  attractive  way  to  pass 
money  on  to  your  beneficiaries,  tax-free." 

Advokat  cites  a  retired  person  who  is 
living  off  investments  as  an  example. 
"There  are  ways  you  can  control  your 
yearly  income  when  you  are  retired  so 
that  it  falls  between  the  required  bound- 
aries for  conversion,"  he  says.  Why 
would  you  want  to  do  that? 

"The  traditional  IRA  requires  that 
you  start  taking  distributions  when  you 
reach  70  1/2,"  says  Advokat.  "Those 
with  higher  incomes  are  not  always 
planning  to  use  their  IRAs  to  fund  their 
tetirements.  They  use  an  IRA  as  a  place 
to  park  money  for  tax-advantaged  rea- 
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TIAA-CREF. 

Proven 

Solutions 

To  Last 

a  Lifetime. 

We  take  a  lot  of  pride  in  gaining 
high  marks  from  the  major  rating 
services.  But  the  fact  is,  we're 
equally  proud  of  the  ratings  we 
get  in  the  mail  every  day  from 
our  participants.  Because  at 
TIAA-CREF,  ensuring  the  finan- 
cial futures  of  the  education  and 
research  community  is  something 
that  goes  beyond  stars  and 
numbers.  So  from  mutual  funds, 
traditional,  variable  and  personal 
annuities  to  life  insurance  and 
IRAs,  you'll  find  we  provide 
the  right  choices— and  the 
dedication— to  help  you  achieve 
a  lifetime  of  financial  goals. 
The  rating  services  back  us  up. 
So  does  Bill. 

To  receive  a  free  Personal 
Investing  Kit,  including  charges 
and  expenses,  call  us  at 
800  226-0147.  It  contains 
prospectuses  for  our  variable 
annuities  and  mutual  funds. 
Please  read  them  carefully 
before  you  invest  or  send  money. 
www.tiaa-cref.org 


Ensuring  the  future 

for  those  who  shape  it.SM 

^  ^°[£Un9Star'  ^°  •  A"^,31- 1998  Mommgstar  is  an  independent  service  that  rates  mutual  funds  and  variable  annuities.  The  top  10%  of  funds  in  an  investment  category  receive  five  stars  and 
next  22.5  K  receive  four  stars  Mommgstar  propnetary  ratings  reflect  histoncal  nsk-adjusted  performance,  and  are  sub]ect  to  change  every  month  They  are  calculated  from  the  account's  three-  five- 
ten-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  ad)ustments.  and  a  nsk  factor  that  reflects  performance  below  90<lay  T-bill  returns  The  overall  star 
Sh  of  Jhe       adsVS  3Ie  Mornmgstar  s  Pushed  ratags, which  are  weighted  averages  of  its  three-,  five-,  and  ten-year  ratings  for  penods  ending  August  31, 1998  The  separate  (unpublished)  ratings 


3-Year 
5-Year 
10-Year 


CREF  Stock 
Account 

Star  Rating/Number 

of  Domestic  Equity 

Accounts  Rated 

4/2188 

4/1.381 

4/693 


CREF  Bond 
Market  Account 

Star  Rating/ Number 
of  Fixed  Income 
Accounts  Rated 

5/728 

4/493 

N/A 


CREF  Social 
Choice  Account 

Star  Rating/Number 

of  Domestic  Ecruity 

Accounts  Rated 

4/2188 

4/1,381 

N/A 


CREF  Global 
Equities  Account 

Star  Rating/Number  of 

International  Equity 

Accounts  Rated 

5/464 

4/237 

N/A 


CREF  Equity 
Index  Account 

Star  Rating/Number  of 

Domestic  Equity 

Accounts  Rated 

5/2188 

N/A 

N/A 


CREF  Growth 
Account 

Star  Rating/Number  of 

Domestic  Equity 

Accounts  Rated 

5/2188 

N/A 

N/A 


SmrZ^^Si  br?n?^n  TIAA ',  f ceptlonal  financial  strength,  claims-paying  ability  and  overall  operating  performance.  CREF  certificates  are  distributed  by  TIAA-CREF  Individual  and 
sututional  Services.  For  more  complete  information,  including  charges  and  expenses,  please  read  the  CREF  Prospectuses  offered  above  before  you  invest  or  send  money. 
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sons.  Instead  of  using  it  for  retirement, 
they  may  want  to  pass  it  along  to  their 
heirs.  If  they  can  convert  their  tradi- 
tional IRA  to  a  Roth,  they  will  never 
have  to  take  money  out  of  it.  The  ben- 
eficiaries won't  have  to  pay  taxes  on  it 
when  they  inherit  it  either.  This  makes 
the  Roth  IRA  a  very  attractive  estate- 
planning  tool." 

You  must  pay  taxes  when  you  convert, 
of  course,  but  after  that  the  Roth  con- 
tinues to  grow  tax-free.  The  Roth 
IRA  is  also  useful  because  you  can 
use  up  to  $10,000  (total  during  your 
lifetime)  to  buy  a  primary  residence 
for  yourself,  your  parents,  grandpar- 
ents, spouse,  child  or  grandchild,  if 
you  haven't  owned  a  primary  resi- 
dence for  at  least  two  years.  Penalty- 
free  withdrawals  are  also  permitted 
for  qualified  college  expenses  such  as 
tuition  and  fees.  "You  can  also  with- 
draw money  for  disability,  to  pay  cer- 
tain medical  expenses  and  for  health 
insurance  under  certain  circum- 
stances," says  Advokat.  American 
Century  offers  a  questionnaire,  "Is 
the  Roth  Right  for  Me?"  to  help  you 
understand  this  IRA  more  fully.  You 
can  also  receive  a  copy  by  calling  1- 
800-345-2021 .  The  company's  Web 
site,  www.americancentury.com,  also 
features  two  electronic  calculators  to 
help  you  determine  if  opening  a  Roth 
IRA  or  converting  your  traditional  IRA 
makes  sense. 

Using  IRAs  for  Charitable 
Bequests 

"If  you  have  a  large  IRA  ot  other  quali- 
fied plan  in  your  estate,"  says  Republic's 
Humphrey,  "it's  taxed  twice.  You  must 
pay  both  income  and  estate  taxes  on  it. 
Where  there  are  qualified  plan  assets  like 
an  IRA,  the  plan  is  a  great  choice  to  leave 
to  a  charity.  If  you  make  a  charirv  the 
beneficiary  of  your  IRA,  two  benefits 


occur:  The  IRA  will  flow  to  the  charity 
without  anyone  having  to  pay  income 
tax,  and  it  will  give  you  an  estate  tax 
deduction,  as  well.  It's  a  great  strategy  and 
allows  other  assets  to  go  to  family  mem- 
bers without  income-tax  ramifications." 
A  tax  adviser  or  financial  planner  can 
help  you  make  sense  of  the  often  com- 
plicated rules  surrounding  these  kind  of 
decisions,  as  well  as  understand  the  new 
choices  and  how  they  affect  both  your 


«^>ear  markets  have  been 
noticeably  tamer  in  the  past  two 
decades,"  says  Stephen  Advokat, 

manager  of  education  and 

guidance  for  American  Century 

Investments.  "The  three  bears  since 

1978  have  declined  on  average 

about  27%,  lasting  only  seven 

months  and  requiring  about  11 

months  to  recover.  What  this  all 

means  is  that  you  don't  want  to 

make  long-term  decisions  on 

short-term  fluctuations." 


adult  daycare,  hospice  care  and  more. 

Will  you  need  the  coverage?  It's  hard 
to  say.  "Even  the  affluent  like  to  have 
long-term-care  insurance  as  asset  protec- 
tion," says  Equitable's  Golden.  "Individ- 1 
uals  spend  a  lifetime  building  up  their 
net  worth  —  they  don't  want  to  see  their  i 
funds  dissipated  through  long-term-care 
costs.  If  you  buy  a  qualified  long-term- 
care  policy  personally  and  pay  for  the 
premium  with  after-tax  dollars,  the  ben- 
efits are  received  income  tax-free.  I 
think  we're  going  to  see  a  big  shift 
as  people  retire  and  purchase  these 
kinds  of  vehicles  to  convert  their 
assets  into  an  income  flow  that  they 
can  direct." 


retirement  and  estate  planning.  In  other 
words,  don't  try  this  at  home  until 
you've  done  your  homework. 

Long-Term-Care  Insurance 

Another  factor  to  consider  in  retirement 
planning  is  a  long-term-care  policy.  Experts 
are  now  recommending  purchasing  this 
kind  of  insurance  policy  as  early  as  age  55, 
since  the  price  of  the  policy  can  increase 
dramatically  with  your  age.  Long-term-care 
policies  cover  your  expenses  not  only  for  a 
nursing  home,  but  also  for  Alzheimer's 
ers,  home  health  care,  assisted  living, 


Annuities 

Once  you've  maximized  contribu- 
tions to  your  401(k)  or  other 
defined-benefit  plan  and  funded 
an  IRA,  annuities  are  often  the  log- 
ical next  step  to  continue  adding  to 
your  retirement  funds. 

"Even  if  you  fully  fund  your 
401(k)  and  IRA,"  says  Joseph  J. 
Gaspar,  president  and  chief  operat- 
ing officer  of  Nationwide  Financial 
Services,  "you'll  still  have  to  make 
up  the  difference  between  what  you 
need  and  what  you  have  with  per- 
sonal savings.  Annuities  offer  an 
attractive  and  flexible  way  to  save 
beyond  your  company  plans  and  IRAs." 
Nationwide  is  the  number  one 
provider  of  annuities  sold  through  inde- 
pendent financial  planners.  One  of  the 
company's  latest  products,  called  Amer- 
ica's FUTURE  AnnuitySM,  from  The 
BEST  of  AMERICA®  series,  features 
more  than  three  dozen  investment 
options,  lower  fees  and  the  guidance  and 
services  of  an  investment  professional. 
"Unlike  some  retirement  investments," 
says  Gaspar,  "it  features  an  annuitization 
program  you  can't  outlive." 


Global  Private  Banking 
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YOUR  ASSETS  IS  A  DIALOGUE, 
NOT  A  MONOLOGUE. 


MaaaamariarM  of  Republic 

National  Hani-  OJ   \**«-    )i>rlv 
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In  ract,  we  consider  asset  management  a  team 
errort,  with  you  as  the  key  member  or  that  team.  Your 
particular  financial  needs,  your  objectives,  help  us 
determine  the  winning  strategy.  Our  fundamental  goal: 
to  protect  your  capital  as  we  safeguard  its  purchasing 
power. 

It  is  a  simple  principle  upon  which  we  base  our 
brand  or  rinancial  conservatism:  private 
banking  built  upon  rigor,  discipline  and  prudence.  This 
sophisticated  conservatism,  vigorously  pursued,  has  created  a 
global  private  bank  or  exceptional  stability,  capable  or 
weathering  the  roughest  storms. 

Indeed,  Republic's  capitalization  ratio,  on  a  risk 
adjusted  basis,  is  twice  as  great  as  that  required  by  the  worlds 
international  banking  regulators. 

To  our  way  or  thinking,  it  is  security  as  well  as  return  that 
we  must  ensure  each  day.  And  in  the  process,  to  provide  a 
unique  quality  or  service,  understanding  and  discretion. 
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Annuities  are  usually  sold  as  long- 
term  retirement  vehicles,  products  you 
own  and  keep  for  a  lifetime.  In  the  past 
10  years,  Americans  have  invested  over 
$300  billion  in  variable  annuities.  "It's  a 
boom  business,"  says  Caspar,  "and  this 
product  just  keeps  getting  more  and 
more  popular.  I  think  the  trend  in 
America  will  soon  become  part  of  a 
worldwide  trend." 

Part  of  what  is  fueling  the  growth  in 
the  sales  of  annuities,  says  Gaspar, 
is  that  the  old  model  of  shifting  to 
more  conservative  allocations  as  you 
near  retirement  age  is  just  not 
working  anymore.  "That  model 
doesn't  make  sense  now  that  people 
are  living  so  much  longer  than  they 
used  to,"  he  says.  "If  you  follow 
that  plan,  you  won't  be  getting 
enough  return  on  your  investments 
to  see  you  through  retirement, 
much  less  transfer  any  of  your 
wealth  to  your  heirs." 

Thirty  years  or  more  of  retire- 
ment, says  Gaspar,  means  that  some 
of  your  assets  have  to  stay  in  the 
equity  markets.  According  to  the 
Federal  Reserve  Board's  1995  Survey 
of  Consumer  Finances,  21%  of 
households  headed  by  people  75  or 
older  were  invested  in  stocks,  up 
from  19%  in  1992.  The  percentage 
of  households  investing  in  CDs  and 
bonds  fell  during  those  three  years. 
"The  big  concern  is  not  dying  too 
soon,"  Gaspar  says,  "it's  living  too  long." 

Getting  the  Most  Out  of  Your 
Accumulations 

Some  experts  believe  that  the  distribu- 
tion phase  of  retirement  is  just  as  impor- 
tant as  the  accumulation  phase.  As  baby 
boomers  are  starting  to  retire,  oh\  :i 
huge  balances  in  their  401(k)  plan 
IRAs,  questions  arise  as  to  how  t 
should  convert  those  funds  into  a  rem 


ment  income  stream. 

One  option  is  to  convert  some  of 
your  retirement  money  into  an  annuity. 
Equitable,  for  instance,  introduced  a 
product  last  year  called  Income  Manag-. 
er,  which  provides  retirees  and  pre- 
retirees  a  way  to  convert  their  defined- 
contribution  retirement  assets  into  what 
Golden  calls  a  defined-distribution  plan. 
"We  view  this  both  as  a  product  and  an 
asset  class,"  says  Golden.  "Consider  the 


t>Ainancial  planners  often  suggest 
a  goal  of  between  70%  and  80%  of 

your  preretirement  income, 

adjusted  for  inflation,  to  retire  on. 

Of  course,  this  figure  assumes  your 

mortgage  is  paid  off  and  that  you 

plan  a  more  frugal  lifestyle.  "If  you 

are  40  years  old  and  earning 

$100,000  a  year,"  says  Hull, 

"assuming  a  conservative  rate  of 

4%  inflation,  you  are  going  to 

need  $460,000  a  year  to  buy  the 

same  services  you  currently  expect 

in  life  when  you  are  85  years  old." 


recent  volatility.  People  are  thinking, 
'My  portfolio  has  lost  some  of  its  market 
value.  Wouldn't  it  be  great  to  have  some 
of  my  money  invested  in  an  annuity 
that  pays  you  an  income  you  can't  out- 
live?' Younger  people  are  electing  to  put 
part  of  their  retirement  savings  into  this 
kind  of  an  annuity  as  well.  That's  why 
we  view  it  as  an  asset  class  —  it's  all  part 
of  diversifying  your  portfolio." 

Another  problem  retirees  face  is  the 
serious  estate-planning  tax  consequences 
tor  amounts  not  withdrawn  on  large 


retirement  accumulations  in  an  IRA. 
"Clearly,  people  who  are  accumulating 
large  net  worth  should  be  thinking  about  I 
planning  their  estates  in  order  to  accom- 
plish  a  number  of  objectives,"  says  Van- 
guard's Brod.  "They  want  to  minimize  . 
the  potential  impact  of  federal  estate  taxes 
and  they  want  to  establish  the  continuity 
of  investment  management  for  their 
household  assets.  Couples  with  a  net 
worth  beyond  $1.25  million  could 
potentially  save  over  $200,000  in 
estate  taxes  if  they  structure  their 
estate  plans  properly." 

The  problem,  Brod  says,  is  that  it 
is  often  a  grueling  process  for 
investors  to  become  educated  in 
what  is  a  complex  area  in  the  tax 
code.  It's  also  difficult  for  them  to 
work  with  a  legal  service  provider  to 
prepare  documents,  potentially  reti- 
tle  their  assets  and  redesignate  their 
beneficiary  designations.  "Some 
people  can  focus  clearly  and  objec- 
tively on  retirement  but  don't  seem 
to  be  able  to  think  beyond  that 
point.  But  sometimes  you'll  find  a 
wealthy  household  where  a  sub- 
stantial amount  of  their  wealth  is  in 
a  retirement  plan,  an  IRA  or  a 
401  (k),"  says  Brod.  "In  those  situa- 
tions, it's  important  to  coordinate 
the  beneficiary  designations  of  those 
plans  with  your  overall  estate  plan." 


Small-Business  Owners  and 
Retirement 

"In  the  United  States  there  are  three 
major  sources  of  individual  wealth,"  says 
Stephen  Parrish,  second  vice  president, 
Business  Markets,  for  Individual  Oper- 
ations for  the  Principal  Financial  Group. 
"There  is  inherited  wealth,  wealth  devel- 
oped while  you  are  an  executive  at  a 
large  company  and  the  equity  that  a 
business  owner  generates  in  his  or  her 
business.  At  the  Principal,  we've  chosen 


At  Vanguard,  We  Work  Hard  So 
Someday  You  Won't  Have  To. 


You  work  hard  to  save  for  retirement.  Is  your 
investment  company  returning  the  favor? 
You  can  be  sure  if  it's  Vanguard.  Because  no  one 
works  harder  than  Vanguard  to  see  that  every  one 


LOW  COST  FUNDS   MAY   PROVIDE  A 
PERFORMANCE  ADVANTAGE   OVER  TIME 


Ending  value  of 

a  hypothetical. 

JO-year  $100,000 

investment  at  an 

8%  annualized  return. 

High  Con  Fund 

average  expeme  ratio  is 

1.20%    Low  Cut  Fund 

average  is  0.30%. 


$7  1  9.677 


of  your  retirement  dollars  counts.  We  are  commit- 
ted to  superior  long-term  performance.  The  kind  of 
performance  that  can  help  you  reach  your  retirement 
goals.  Fact  is,  many  of  Vanguard's  funds  have  con- 
sistently outperformed  the  competition.  In  its  recent 
survey  of  mutual  fund  families,  Forbes  magazine 
named  56  Vanguard  funds  as  "Best  Buys"  based  on 


low  costs  and  risk-adjusted  performance  over 
the  past  3  and  5  years.* 

I>ow  Costs:  A  Key  To  Long-Term  Performance 

How  did  Vanguard  accomplish  such  outstanding 
performance?  One  of  the  keys  is  our  unwavering 
commitment  to  low  costs.  We  firmly  believe  that 
lower  expenses  enhance  returns  for  our  investors 
over  time.  So  we  work  hard  to  hold  down  costs. 
How  low?  Well,  typically,  our  costs  are  1/4  the 
industry  average**  Wbich  means,  at  Vanguard  more 
of  your  money  stays  in  the  fund  working  harder  for 
you.  The  more  you  know  about  investing,  the  more 
you'll  want  to  know  about  Vanguard. 

Facu  Call  for  a  copy  of  "Facts  on  Funds  for  Retirement 

Fundi 

Investing"  to  learn  more  about  the  complete 
selection  of  Vanguard  funds  available 
for  traditional  IRAs,  Roth  IRAs,  401  (k)s, 
ybk/\t  SEP-lRAs,  and  other  retirement  plans. 

l-BDD-23  1  -2293 

www.vanguard.com 
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'Forbes,  August  24,  1998.  To  qualify  as  a  Forties  Best  Buy,  a  fund  must  be  at  least  three  years  old  and  have  assets  of  $50  million  or  more.  The  survey  consisted  of  6200  mutual  funds, 
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to  focus  on  the  latter.  Our  whole  vision 
statement  is  oriented  toward  providing 
retirement  solutions  for  small  and 
medium-sized  businesses." 

In  1997,  The  Principal  Financial 
Group  held  focus  groups  with  business 
owners  and  their  accountants  to  talk 
about  retirement  and  estate  planning. 
"The  focus  groups  led  to  five  key  ques- 
tions we  think  need  to  be  addressed 
before  we  can  do  any  kind  of  retirement 
or  estate  planning  for  our  clients,"  says 
Parrish.  "The  questions  are:  Do  I  have 
enough  to  continue  my  standard  of 
living  when  I  retire?  Do  I  have  a  viable 
exit  strategy  from  and  for  my  business? 
How  do  I  transform  or  change  my 
equity  ownership  in  my  business  into  a 
source  of  retirement  income?  How  do  I 
reposition  my  assets  to  be  most  efficient 
from  a  tax  standpoint?  And  finally,  how 
can  I  most  efficiently  distribute  my 
wealth  to  my  heirs?" 

Once  these  business  owners  know 
that  they  can  retire  comfortably  and 
have  an  exit  strategy,  then  and  only  then 
will  they  start  to  wonder  how  they  can 
effectively  transfer  their  wealth,  notes 
Parrish.  "It  was  an  Aha!  for  us,"  he  says. 
"Retirement  and  estate  planning  are 
inextricably  linked  for  our  clients.  You 
have  to  address  one  before  you  can  get 
to  the  other." 

Retirement  for  the  small-  and 
medium-sized-business  owner,  stresses 
Parrish,  is  not  an  event  so  much  as  it  is 
a  process.  "There  is  not  an  abrupt  shift 
from  working  to  not  working  for  these 
owners,"  he  says.  "These  people  incor- 
porate more  leisure  into  their  working 
schedule,  what  they  call  shadow  man- 
agement —  'As  long  as  my  shadow 
graces  the  company  every  so  often,  my 
employees  know  I'm  still  there.  ' 

Shadow  management  allows  the 
owners  to  make  the  retirement  process 
less  difficult.  "If  they  have  set  up  the 


proper  retirement  plan,  then  they  have 
the  luxury  to  work  their  way  out  of  their 
business  if  they  choose,"  says  Parrish.  "It 
makes  it  easier  for  them  because  if  they 
want  to  spend  more  time  with  their 
grandkids  or  travel,  they  don't  have  to 
cut  the  cord  to  do  it." 

Making  a  Plan 

Small-business  owners  have  many 
choices  when  setting  up  their  retirement 
plans.  Keogh  plans,  for  instance,  are 
available  to  anyone  who  is  self- 
employed,  such  as  owners  of  small  unin- 
corporated businesses  like  doctors  or 
lawyers,  consultants,  writers,  artists  and 
other  professionals.  This  kind  of  plan 
requires  more  paperwork  and  can  be 
more  complex  to  understand,  but  the 
rewards  are  often  much  higher.  Keogh 
plans  permit  higher  tax-deductible  con- 
tributions than  other  plans  like  IRAs  or 
401  (k)s,  up  to  the  lesser  of  $30,000  or 
25%  of  your  income,  depending  on 
which  Keogh  plan  you  choose. 

Another  option  for  the  self-employed 
is  the  SEP-IRA,  similar  to  other  IRAs 
except  you  may  make  tax-deductible 
contributions  of  up  to  15%  of  your  self- 
employment  income,  to  a  maximum  of 
$22,500.  There  are  other  options  avail- 
able to  the  small-  or  medium-sized- 
business  owner,  which  should  all  fit  into 
an  overall  retirement  plan. 

"Folks  who  own  their  own  businesses 
are  often  so  wrapped  up  in  the  day-to- 
day affairs  of  running  their  business  that 
they  don't  take  the  time  to  plan  for 
themselves,"  says  Jim  Stark,  director  of 
advanced  sales  for  The  Cincinnati  Life 
Insurance  Company.  "It's  not  unusual 
for  us  to  have  a  60-year-old,  high-net- 
worth  client  whose  wealth  is  tied  up  in 
his  business  and  who  hasn't  done  any 
retirement  planning  at  all." 

Stark  tackled  a  problem  recently  for 
three  partners  in  a  small  business  who 


had  no  retirement  strategy.  "This  was  a 
small,  closely  held  business  with  three 
partners  who  had  been  working  togeth- 
er for  27  years.  The  original  partner 
wanted  to  retire  and  the  other  two  part- 
ners could  not  come  to  an  agreement 
about  how  much  to  pay  him  for  his 
stock." 

The  senior  partner  thought  he  should 
receive  much  more  than  the  other  two 
partners  were  willing  to  offer,  Stark 
says,  and  there  was  no  buy-sell  agree- 
ment in  place  that  would  have  rendered 
the  argument  moot.  "The  sad  part 
about  this  problem  was  that  the  origi- 
nal partner's  health  had  been  bad  and 
he  hadn't  been  working  as  much  for  the 
past  two  years,  which  contributed  to 
some  of  the  ill  will  between  them.  It 
would  have  been  so  easy,  years  ago,  .1 
when  they  were  all  on  good  terms,  to 
set  in  place  a  formula  for  establishing  : 
the  value  of  their  business.  They  would 
not  have  had  this  problem,  if  they  had 
planned  ahead." 

Small-business  owners  need  to  set  up 
their  retirement  plans  as  early  as  they 
can,  stresses  Stark.  "A  lot  of  great  ben- 
efit plans  can  be  designed  around  life 
insurance  products  that  can  provide 
survivor  benefits,  supplemental  retire- 
ment income  and  sometimes  can  be 
structured  to  provide  cost  recovery 
back  to  the  business,  so  that  money  is 
not  spent  setting  up  the  benefit 
package." 

The  earlier  you  start,  the  greater  the 
benefits  are.  "I  have  an  acronym  I  use 
—  OPERA.  It  stands  for:  organize  plans 
early,  review  annually,"  says  Stark.  "You 
can't  say  at  age  60,  Tm  going  to  retire,' 
and  expect  to  put  the  plan  in  place  as 
easily  as  if  you  had  done  it  when  you 
were  40." 

Cecily  Patterson  is  a  freelance  writer  based 
in  Portland,  Ore. 


.akes  more  than  a  401(k)  to  keep  your  retirement  plans  on  track. 


It  takes  The  BEST  of  AMERICA",  from  Nationwide 
Financial  Services.  We'll  help  you  augment  your  401(k) 
plan  with  a  wide  variety  of  tax-deferred  variable 
annuity  and  life  insurance  products,  with  investment 
options  managed  by  some  of  the  most  trusted  fund 
managers  in  the  industry.  Whichever  product  you  choose, 
The  BEST  of  AMERICA  can  help  you  stay  on  track  toward 
a  more  secure  financial  future.  For  more  information 
on  The  BEST  of  AMERICA  retirement  products,  call 
1-800-BEST-481,  contact  your  investment  professional 
or  visit   our   web    site   at    www.bestofamerica.com 
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FROM  NATIONWIDE  FINANCIAL  SERVICES.  INC. 

The  BEST  of  AMERICA  variable  annuity  and  life  insurance  products  are  underwritten  by  Nationwide  Life  Insurance 
Company  or  Nationwide  Life  and  Annuity-Insurance  Company.  For  more  information,  including  charges  and  expenses,  you  may 
obtain  a  prospectus  from  a  registered  representative  or  write  Nationwide  Life  Insurance  Company,  P.O.Box  16609,  Columbus,  OH 
43216.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money.  Withdrawals  made  prior  to  age  59  1/2  may  be  subject  to  a 
10%  federal  tax  penalty.  The  general  distributor  for  The  BESTof  AMERICA  products  is  Nationwide  Advisory  Services,  Inc.  (NAS), 
Member  NASD,  Columbus,  OH,  a  subsidiary  of  Nationwide  Life  Insurance  Company.  Nationwide  Life  is  a  subsidiary  of  Nationwide 
Financial  Services,  Inc.  Nationwide  and  Nationwide  Insurance  Enterprise  are  federally  registered  service  marks  of  Nationwide  Mutual 
Insurance  Company. The  BEST  of  AMERICA  is  a  federally  registered  service  mark  of  Nationwide  Life  Insurance  Company. The  underlying 
fund  options  described  above  are  only  available  as  investment  options  in  variable  life  insurance  policies  or  variable  annuity  contracts  by 
life  insurance  companies.  They  are  NOT  offered,  or  made  available,  to  the  general  public  directly.  ©1998.  G-9249A  (8/98) 
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Problem:  You  can't  retire  on  Social  Security  alone. 


Solution:  Scudder  offers  a  complete  array 
of  no-fee  retirement  products. 


•  No-fee  Roth  IRAs 

•  No-fee  IRAs 

•  Rollover  IRAs 

•  SEPs-Keoghs 

•  Mutual  Funds 

•  Discount  Brokerage 


Social  Security  alone 
won't  cover  your  retire- 
ment costs.  Fact  is,  it 
wasn't  intended  to. 

That's  where  Scudder 
comes  in.  For  more  than 
75  years,  we've  helped 


offer  true  no-fee  IRAs.1  We  also  offer  the 
Scudder  Retirement  Plus  Account"",  which  lets 
you  invest  in 
any  of  2,300  no- 
load  funds  with 
no  transaction 


Morningstar  Rating  as  of  9/30/98" 

9  of  Sc udder's  funds  received 
at  least  '&"&'&"&'  overall. 


millions  plan  for  their  future 
with  a  range  of  products 
and  services. 

Unlike  other  IRAs  rid- 
dled with  hidden  costs,  we 


1-800-SCUDDER  EOT  2935 


www.scudder.com 


AOL  keyword:  Scudder 

SCUDDER 

The  place  to  plan  your  retirement.5" 


fees.3  And,  our  retirement  specialists  will  help 
you  review  objectives,  set 
goals  and  plan  your  future. 
Call  for  your  free  infor- 
mation kit— or  check  out  our 
investor-friendlv  Web  site. 


'You  pay  no  annual  lee  lor  an  IRA  through  Scudder  Funds  or  Scudder  Brokerage  Services  Scudder  Brokerage  Services  charges  a  $1000  account  termination  lee  2Morningstar  proprietary  ratings 
reflect  historical  risk-adjusted  perlormance  as  of  9/30/98.  The  ratings  are  subject  to  change  every  month  and  are  calculated  Irom  the  funds'  3-,  5-,  and  10-year  average  annual  returns  in  excess 
of  90-day  Treasury  bill  returns  with  appropriate  tee  adjustments,  and  a  risk  factor  that  reflects  fund  performance  belc.v  90-day  T-bill  returns.  Ten  percent  of  funds  in  an  asset  class  receive  5  stars, 
and  22.5%  receive  4  stars.  Past  performance  is  no  guarantee  of  future  results.  Please  note,  there  are  other  Scudder  Funds  available  for  an  IRA  that  may  or  may  not  be  rated  by  Morningstar. 
3The  Scudder  Retirement  Plus  Account  requires  a  minimum  investment  ol  $25,000.  No-load  funds  held  less  than  6  months  may  be  charged  a  transaction  fee  The  place  to  plan  your  retirement  is 
a  servicemark  of  Scudder  Investor  Services,  Inc.,  Scudder  Brokerage  Services.  Inc  and  their  affiliates.  Scudder  Retrement  Plus  Account  is  a  service  of  Scudder  Brokerage  Services,  Inc.,  42 
Longwater  Drive.  Norwelt.  MA 02061  Member  NASD/SIPC  Contact  Scudder  Investor  Services,  Inc..  Distributor,  for  a  free  prospectus  that  contains  more  complete 
information,  including  risks,  management  lees  and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 


lello,  my  name  is  Joe, 

md  I'll  be  your  restaurateur  this  evening. 

costing  Baum 


iy  Clark  Wolf 

The  moment  I  first  rubbled  a  bit  of  big-city  suc- 
cess in  the  restaurant  business,  a  journalist 
friend  best  known  for  her  breathless  ambition 
asked  if  I  was  hoping  to  be  the  next  Joe  Baum. 
I  crisply  explained  that  the  post  was  already 
nrrmanentlv  taken.  Joe,  who  died  last  month  at  78,  was 
imply  one  of  a  kind. 

Baum  was  the  bench- 
nark  restaurateur  of  the  last 
few  generations.  His  flam- 
boyant presence  made  even 
egendarv  showmen  like 
Tavern  on  the  Green's 
Varner  LcRoy  seem  like 
mall-town  carnies. 

By  his  eateries  ye  shall 
mow  him.  Baum  gave  us 
he  Four  Seasons  and  Win 
lows  on  the  World — two  of 
he  nation's  signature 
.lining  experiences.  His 
Forum  of  the  Twelve  Cae- 
sars in  the  1960s  was  a  hoot 
md  a  hint  of  what  Las 
Vegas  is  just  now  becom- 
ng:  Wine  was  chilled  in 
jpturned  silver  helmets, 
staff  members  wore  togas, 
ind  with  it  all,  the  food  was 
feally  quite  good.  Joe's 
restaurant  La  Fonda  del 
Sol,  which  he  created  in  the 
il960s,  was  a  precursor  of 
today's  lively  Latin  craze. 

I  was  sitting  with  Baum 
once  when  he  knocked 
over  a  drink.  Baum 
snapped  his  fingers  and  a 
waiter  rushed  in — not  to 
wipe  up  the  spill,  but  to  replace  the  entire  table.  Now 
that's  showmanship. 

More  important  than  the  restaurants  themselves, 
though,  were  Baum's  startling  innovations  in  dining  cul- 
ture— usually  for  the  better,  occasionally  for  the  worse.  By 
now  they  are  so  thoroughly  embedded  in  restaurant  prac- 
tice that  it's  easy  to  overlook  how  deep  Baum  left  his 
imprint.  Baum  had  the  tidy  notion  to  have  a  waiter  cap  a 
dirty  ashtray  with  a  clean  one  before  whisking  it  away. 

But  blame  Baum  for  first  instructing  waiters  to  say  hello 
and  tell  us  their  names.  That  was  dandy  in  the  1960s, 


Edited  by  Joshua  Levine 

when  the  practice  punched  the  pomp  out  of  many  a  table- 
side  Pierre.  It's  just  annoyingly  coy  today. 

If  it  irks  you  when  waiters  shove  the  check  in  your  face 
before  you've  finished  your  coffee,  you  can  blame 
Baum — though  restaurateurs  will  light  a  candle  to  him  for 
it.  Baum  was  among  the  first  to  recognize  that  a  table 

turned  is  a  dollar  earned. 
Few  people  remember,  but 
there  was  a  time  when  U.S. 
restaurants  followed  the 
European  practice  of  allow- 
ing diners  to  linger  indefi- 
nitely. Baum  decreed  that  a 
table  booked  for  7  o'clock 
could  be  rebooked  at,  say, 
9:15.  Many  restaurants  are 
alive  today  because  he  did. 
Boy,  could  Baum  make  a 
buck.  His  restaurant  at  the 
top  of  Rockefeller  Center, 
the  Rainbow  Room,  was 
the  nation's  highest  gross- 
er, at  over  $32  million, 
each  of  these  last  few  years. 
What  he  never  really  man- 
aged to  do  was  hold  on  to 
a  buck.  He  spent  money 
like  a  lord.  To  keep  the 
Rainbow  Room  staff  in  full 
regalia,  Baum  kept  his  own 
design  and  production 
shop  on  constant  red  alert 
atop  30  Rockefeller  Center, 
ready  to  dress  a  cigarette 
girl  at  a  moment's  notice. 
This  is  not  cheap. 

At  Aurora  he  never  man- 
aged to  hold  a  crowd. 
Maybe  it  was  Baum's  insis- 
tence that  all  flatware  sit  on  one  side  of  the  plate.  Or  was 
it  the  sanitation-suspect  bowls  of  mixed  spices  on  the 
tables?  Sanitary  or  no,  the  quirky  spice  bowls  showed  that 
his  instinct  for  showmanship  was  unerring. 

For  all  his  ups  and  downs,  Baum  never  lost  his  cheer- 
fulness. Often,  as  a  sign-off  when  parting,  he'd  clasp  his 
hands  together  and  simply  say,  "Smile."  That's  just  what 
I'll  do  when  I  consider  Joe  Baum  and  the  feast  of  living 
he's  left  us.  HI 

Clark  Wolf  is  a  New  York-based  food  and  restaurant  consultant. 
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■  America  puts  some  sex 
|  appeal  into  opera 


«« 


Sexy  Jose  Cura. 


By  Albert  Innaurato 

Opera  in  Europe  is  struggling  to  survive — Eng- 
land's Royal  Opera  is  in  ruins.  But  opera  is 
more  than  alive  and  well  in  America.  Sex  may 
have  something  to  do  with  it.  Here's  a  brief 
rundown  of  the  current  season's  opera  high- 
lights on  television.  It  promises  to  be  some  of 
the  steamiest  programming  on  the  air. 

Grand  old  man  Placido  Domingo,  who 
opened  the  Metropolitan  Opera  season  on 
PBS  recently,  will  reappear  in  the  Washington 
Opera's  production  of  Pagliacci.  That  fea- 
tures skateboarding  and  alfresco  sex,  cour- 
tesy of  director  Franco  Zeffirelli.  It  airs  on 
PBS  in  mid-December. 

Domingo  aside,  the  current  season 
^  belongs  to  new  talent. 
I  Ten  years  ago  it  looked 
U:  as  if  no  great  stars 
under  50  would  come 
along.  Three  of  them 
were  on  stage  at  the 
Met  at  the  end  of  Octo- 
ber. Cecilia  Bartoli, 
Bryn  Terfel  and  Renee 
Fleming  drove  the  audi- 
ence nuts  in  the  new 
Marriage  of  Figaro. 
Talk  about  sexy — 
Bartoli,  who  wields  plenty  of  ballast,  just 
about  ate  the  theater.  Fleming  was  just  voted 
sexiest  singer  on  the  Internet.  The  telecast 
of  this  Figaro  should  merit  an  R  rating,  but 
possess  yourself  in  patience,  it's  for  next 
season.  In  the  meantime,  Bartoli  will  display 
her  abundant  charms  as  Rossini's  Cinderel- 
la on  PBS  in  late  December. 

Which  brings  us  to  Jose  Cura,  an  improb- 
ably good-looking  human  who  is  making  his 
East  Coast  debut  as — what  else? — Samson 
in  Saint-Saens'  Samson  and  Delilah  in  Wash- 
ington, D.C.  Cura's  got  a  voice,  too.  His  CD 
of  Puccini  arias  (on  Erato)  conducted  by 
Domingo  has  created  quite  a  stir.  Denyce 
Graves,  no  slouch  herself,  is  singing  that 
designing  hairstylist  Delilah. 

Bartoli's  spectacular  "Live  in  Italy"  con- 
cert will  be  shown  on  PBS  in  early  December. 
It's  one  of  the  greatest  recordings  ever  made 
by  a  living  singer.  Look  for  it  soon  on  video. 
In  December  comes  a  telecast  of  Andre 
Previn's  Streetcar  Named  Desire.  Deutsche 
Grammophon  is  about  to  release  the  CD. 
Fleming  sings  Blanche,  and  that  Brando  of 
opera  baritones  Rodney  Gilfry  s'ngs  Stanley. 
This  isn't  my  grandfather's  opera.  Just 
where  these  wild  new  stars  will  take  the  form 
remains  to  be  seen.  But  going  into  the  mil- 
lennium, it  appears  that  the  New  World  will 
be  saving  the  Old  World's  most  glittering 
trove  of  musical  treasures. 

too 


The  George  Eastman  House  International  Museum  of 
Photography  and  Film  is  a  little-known  national  treasure. 

Photography  and  lemon 
pie  in  Rochester 


Eastman's  mansion  museum 


By  Susan  Adams 

In  the  1870s 
George 
Eastman 
was  a  Roch- 
ester, N.Y. 
bank  clerk  in  his 
20s  who  had 
dropped  out  of 
school  at  13  and 
lacked  any  technical 
training.  He  be- 
came fascinated 
with  photography 
and  wondered:  Wasn't  there  an  easier 
way  to  do  it  than  with  heavy,  glass- 
plate  negatives  that  had  to  be  dipped 
in  silver  nitrate  and  processed  on 
the  spot? 

In  the  kitchen  of  his  widowed 
mother's  boarding  house  Eastman 
tried  various  experiments,  eventual- 
ly developing  a  gelatin  dry  plate  that 
could  be  processed  later.  That  was 
in  1880. 

From  those  experiments 
grew  the  mighty  East 
man  Kodak  Co.  and 
one      of     America's 
greatest  fortunes.  In 
1905,  when  he  was 
51,  he  built  himself  a 
50-room     colonial 
revival    mansion   in 
Rochester.  There  the 
lifelong  bachelor  lived 
until  his  death  in  1932. 
In  1947  it  became  the 
George  Eastman  House 
International  Museum  of 
Photography  and  Film. 

For  those  interested 
in  photograph)'  and 
movies,  it  is  a  national 
treasure.  Its  vast  collection  of 
photos,  cameras  and  film  tells  the 
story  of  photography  itself  and  that 
of  the  industrial  giant  who  helped 
create  modern  photography. 

Bv  1989  the  collection  had  out- 


grown 
The 


L  J.M.  Daguerre,  "Portrait 

of  an  Unidentified 

Painter,"  circa  1842-43. 


the  space, 
mansion's 
gorgeous  interiors,] 
designed  by  Mc-: 
Kim,  Mead  & 
White,  were  crum- 
bling. Precious 
photographs  were 
stored  under 

exposed  pipes  in 
the  basement. 

In  an  effort  to< 
preserve  the  collec- 
tion, the  trustees  proposed  donating 
it  to  the  Smithsonian  Institution  in: 
Washington,  D.C.  Local  pride  inter-" 
vened.  Rochester  citizens  persuaded; 
Eastman  Kodak  (still  headquartered 
in  that  city  today)  and  other  local 
businesses  to  chip  in  and  fund  con- 
struction of  a  modern  addition  and 
an  endowment. 

The  result  is  a  first-rate  modern 
museum  that  no  lover  of 
photography  will  want  to 
miss.  With  three  floors 
of  temperature-con- 
trolled vaults,  the 
$12.5  million  addi- 
tion houses  a  huge 
collection  of  rare 
movie  gems  like 
the  first  feature- 
length  Snow  White, 
made  in  1916.  It 
also  holds  the  person- 
al film  collections  of 
Cecil  B.  De  Mille  as 
well  as  Martin  Scorsese, 
the  works  of  Spike  Lee 
and  the  home  movies 
of  Joan  Crawford. 
Six  days  a  week  you 
can  watch  some  of  the  rarities  among 
the  museum's  23,000  film  titles  in  its 
Dryden  Theatre — a  500-seat  jewel- 
box  with  a  real  curtain  that  rises  to 
uncover  the  screen  before  each  show- 
ing. Even  more  impressive  is  Eastman 


\ 
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wis  Hine,  "Icarus  Atop  Empire  State 
tiding,"  1931. 


[House's  staggering  collection  of 
400,000  prints  and  negatives,  the 
largest  collection  in  the  world,  includ- 
ing works  by  Eugene  Atget,  Alfred 
[Stieglitz  and  Edward  Steichen,  as  well 
as  much  contemporary  photography. 
Here  is  Lewis  Hine's  1931  "Icarus 


Count  de  Montizon, 

"The  Hippopotamus  at  the  Zoological 

Gardens,  Regent's  Park,"  circa  1854. 


Atop  Empire  State  Building"  and 
Ansel  Adams'  1941  "Moonrise." 
Journalist  Eddie  Adams'  "Saigon, 
1968"  still  knots  your  insides  with  its 
shocking  view  of  a  Viet  Cong  prison- 
er as  he  is  shot  point-blank.  Many 
have  become  icons  of  the  modern 
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Diane  Arbus,  "Untitled  (6)  1970-71."        |  Frank  Gohlke,  "Landscape— Grain  Elevators  and  Lightning— La  Mesa,  Texas,"  1975. 


imagination. 

The  mansion  itself  has  been  loving- 
ly restored,  with  the  aid  of  some  40 
photographs  Eastman  commissioned 
of  his  home.  His  favorite  room,  the 
conservatory,  is  a  huge  space  that  East- 
man enlarged  in  1919  to  improve  the 
acoustics  for  his  mahogany  pipe  organ. 


Eastman  breakfasted  there  daily  while 
his  private  organist  serenaded  him. 

A  dividend  from  a  visit  is  the 
glimpse  it  offers  into  the  life  of  a  sin- 
gular character.  Eastman  was  as  pas- 
sionate about  his  hobbies  as  he  was 
about  his  business.  He  inventoried 
each  piece  of  his  camping  equipment; 


he  kept  files  on  the  thousands  of  tulip  j 
bulbs  he  ordered  each  year  from  Hol- 
land; he  exchanged  recipes  withfl 
friends — all  dutifully  organized.  Youi 
can  find  Eastman's  dry  biscuit  mix,  a 
formula  he  concocted  for  camping,, 
and  the  recipe  he  perfected  for  his 
favorite  food.  It  was  lemon  pie. 


As  convenient  as  a  pencil 

In  starting  Eastman  Dry  Plate  Co.  in  1881,  George 
Eastman  was  motivated  by  more  than  just  a  desire  to 
make  money.  In  accordance  with  the  prevailing  Ameri- 
can dream,  he  wanted  to  make  photography  available 
to  the  masses,  or  as  he  put  it,  "to  make  the  camera 
as  convenient  as  the  pencil." 

In  1888  he  introduced  the  first  Kodak  camera,  a 
simple  box  loaded  with  a  100-exposure  roll  of  film 
that  cost  $25.  That  was  hardly  accessible  to  the 
masses  at  a  time  when  a  laborer  made  $1.50  a  day. 
But  by  1896  he  was  making  a  pocket  version  that 
sold  for  $5.  In  1900  he  introduced  the  first  in  a  long 
line  of  Brownie  cameras.  It  sold  for  just  one  dollar. 

One  of  the  shrewdest  marketers  in  U.S.  business 
history,  Eastman  wrote  some  of  his  own  advertising  copy.  Exam- 
ple: "You  press  the  button,  we  do  the  rest."  Eastman  invented 
the  word  Kodak,  choosing  it  because  he  thought  the  letter  "K" 
was  "strong  and  incisive"  and  would  be  pronounced  the  same  in 
every  language.  Kodak's  distinctive  yellow  packaging  was  also 
Eastman's  idea. 


George  Eastman 


In  1889  Thomas  Edison  asked  Eastman  to 
make  film  for  a  movie  camera  Edison  had  just 
invented.  Eastman's  chemists  provided  celluloid 
35mm  film. 

Eastman  himself  picked  the  dimension — half  the 
size  of  the  professional  still  film  he  was  already  pro- 
ducing. In  1909  Eastman  staged  a  coup  when  he 
persuaded  his  international  competitors — each 
making  film  unique  to  his  own  movie  camera — to 
convert  to  the  Eastman  Kodak  standard  of  35mm 
and  four  perforations  per  frame.  Even  the  powerful 
Lumiere  brothers  of  France  went  along.  Eastman's 
35mm  remains  the  standard  today. 

During  his  life,  Eastman  shunned  the  limelight  and 
disliked  the  press,  but  he  was  a  dedicated  philan- 
thropist. His  largest  gifts  were  to  academic  institu- 
tions, including  the  predominantly  black  Tuskegee  Institute. 

On  Mar.  14,  1932  Eastman,  stricken  with  a  crippling  spinal  dis- 
ease, gathered  a  group  of  friends  and  employees.  He  signed  his  will 
and  ushered  them  out.  As  they  were  descending  the  stairs,  a  shot 
rang  out.  Eastman  had  taken  his  own  life.  He  left  behind  this  short 
note:  "To  my  friends:  My  work  is  done.  Why  wait?  G.E."  -  S.A. 
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registered  trademark  of  FMR  Corp.  and  a  service  of  Fidelity  Brokerage  Services,  Inc.    Member  NYSE,  SIPC. 

In  January  1999,  Fidelity  is  scheduled  to  introduce  a  wireless  trading  capability,  enabling  customers  to  place  orders  for  stocks  and  options 
directly  through  select  two-way  pagers.  65859 


Forget  about  the  right  stuff.  To  live  like  an 
astronaut  these  days  all  you  need  is  $500. 

Personal  space 


By  Alan  Farnham 

If  Senator  John  Glenn  can  do  it,  why  not  you? 
That's  the  siren  song  being  sung  by  the  U.S.  Space 
Academy  in  Huntsville,  Ala.,  where  adults  who  feel 
a  tug  of  celestial  wanderlust  can  go  to  experience 
all  the  thrills,  chills  and  rigors  of  space  travel,  by 
simulation. 

Using  authentic  mock-ups  of  shuttle  cockpits  and 
NASA's  mission  control,  participants  enact  the  roles  of 
launch  director,  pilot,  and  space  station  commander.  For 
$500  you  get  three  days  of  instruction  and  room  and 
board.  For  a  further  touch  of  realism,  the  cafeteria  meals 
are  every  bit  as  real  as  the  stuff  astronauts  eat. 

The  academy  is  an  outgrowth  of  the  U.S.  Space  & 
Rocket  Center,  created  by  the  state  of  Alabama  in  1970. 
The  idea  was  to  exhibit  boosters,  capsules  and  other  hard- 
ware produced  by  NASA  and  by  Huntsville's  Marshall 
Space     Flight     Center 
under  the  direction  of 
famed  rocket  scientist 
and  former  Nazi  collab- 
orator   Wernher    von 
Braun. 

It  was  von  Braun 
himself  who  suggested 
the  idea  of  a  weeklong 
space  camp  for  kids.  It 
proved  a  huge  hit: 
Since  1982  some 
270,000  youngsters 
have  attended.  Demand 
for  an  adult  version  led 
in  1985  to  the  creation 
of  the  Adult  Space 
Academy. 

Now      that      space 
travel,  like  motherhood,  is  becoming  an  acceptable  rite  of 
passage  through  late  middle  age,  it's  worth  reconsidering 
von  Braun's  brainchild.  Who  goes?  What  happens?  Would 
you  enjoy  it? 

When  I  made  my  own  visit  recently,  I  found  that  flying 
simulated  shuttle  missions  is  only  half  the  fun;  the  rest  is 
training  for  them.  Hands-on  instruction  takes  place  on 
equipment  comparable  to  what  NASA  uses,  which  means 
you  get  a  stunningly  authentic  approximation  of  how  well 
you'd  fare  in  a  frictionless,  weightless  environment. 

If  you  want  more  run  than  you've  ever  had  in  Disney- 
land, try  the  Multi-Axis  Trainer.  Originally  designed  to 
acquaint  Mercury  astronai  is  with  the  disorienting  effects 
of  a  tumbling  spacecraft,  it  spins  you  around  on  three  axes 
simultaneously.  You  sit  strapped  to  a  chair.  The  chair  is  set 
within  a  wheel,  which  itself  is  set  within  two  lamer,  eccen- 
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midable.  You  emerge 
from  this  experience 
with  an  increased  sym- 
pathy for  laundry. 

The  Microgravity 
Training  Chair,  which!  l 
hangs  suspended  fromi 
the  roof  by  springs,  lets 
you  hop  around  as  if 
vou  were  on  the  moon 
and  weighed  only  one- 
sixth  of  what  you  weigh 
on  Earth.  The  Five  Degrees  of  Freedom  chair  simulates 
frictionless  movement:  It's  a  gimbaled  seat  that  floats  on 
a  cushion  of  air.  Strapped  into  it,  you  appreciate  what 
some  guy  in  a  white  lab  coat  may  once  have  tried  to  teach 
you:  that  every  action  produces  an  equal  and  opposite 
reaction.  The  recoil  from  your  slightest  movement — 
reaching  forward,  sav,  to  grab  a  hand-hold — sends  you 
skittering  across  the  floor  in  the  opposite  direction. 

It's  the  simulated  shuttle  flights,  however,  that  offer 
the  biggest  allenge.  Participants  are  divided  into 
teams  of  five  people  each,  one  team  put  in  charge  of 
Mission  (  he  other  strapped  inside  a  mock-up 

of  a  shuttle. 

Workm.  I  time  video  displays  and  from  scripts 

that  mimic  the       [uence  of  an  actual  liftoff,  participants 
attempt  to  1  at  ,    shuttle,  execute  a  space  mission 
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Vertigo  in  the 

e.g.,  to  deploy  or  retrieve  a  satellite)     extravehicular 
nd  return  safely  to  Earth.   I  say     chair:  tweaking 
attempt,"  because  most  first  mis-     a  satellite  from 
ions  end  in  failure.  on  high. 

Not   only   must   the   two   teams 
ooperate  but  their  coordination  must  be  perfect.  The 
huttle  pilot's  instruments,  for  example,  are  taken  direct- 
v  from  Rockwell  International's  blueprints  for  the  real 
hing.  It's  no  walk  in  the  space-park. 

So  crucial  to  success  are  good  communications,  team- 
work and  decision-making  skills  that  Huntsville  has 
ksigned  a  program  aimed  at  business  customers:  Corpo- 


rate Space  Academy,  to  which  more  than  50  companies 
have  sent  their  executives.  James  Caprara,  Sears'  director 
of  training  for  product  services,  has  himself  taken  some 
90  Sears  executives  through  the  program. 

Lest  all  this  sound  too  dutiful,  it's  worth  noting  that 
many  adults — corporate  and  otherwise — get  so 
wrapped  up  in  the  fun  of  playing  astronaut  that  they 
continue  to  wear  their  space  suits  for  two  or  three  days 
after  leaving  Huntsville.  Ralph  Gerdes,  a  fire  safety 
consultant  from  Indianapolis,  enjoyed  the  academy  so 
much  he  has  returned  three  times.  "I'm  kind  of 
hooked,"  he  says. 


you  simply  must  get  to  space 

Interested  space  campers  should  contact: 
Adult  Space  Academy,  One  Tranquillity 
Base,  Huntsville,  Alabama  35805-3399, 
Tel.  (800)  63-SPACE.  Web  site:  www.space- 
camp.com.  Tuition:  $500 

Would-be  astronauts  willing  to  hold  out  for 
the  real  thing  can  can  contact  Space 
Adventures  of  Fairfax,  Virginia,  which  has 
already  begun  taking  deposits  for  sub- 
orbital space  flights.  These  flights  won't  be 
offered  until  at  least  2001,  and  the  space- 
ships to  make  them  haven't  even  been 
built  yet.  Still,  a  $6,000  deposit  will 
reserve  a  seat  for  the  30-to-90-minute 
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flight  62  miles  straight  up.  Estimated  ticket 
price:  approximately  $90,000.  Contact: 
Space  Adventures,  3104  Omega  Office 
Park,  Suite  101,  Fairfax,  Virginia  22031, 
Tel.  (888)  85-SPACE.  Web  site: 
www.spaceadventures.com. 

Even  if  you  can't  get  yourself  into  space 
quite  yet,  you  can  launch  your  earthly 
remains  into  celestial  orbit  immediately. 
Deceased  Star  Trek  founder  Gene 
Roddenberry's  ashes  are  already  spinning 
around  up  there,  as  are  Timothy  Leary's, 
courtesy  of  a  Houston-based  commercial 
rocket  company  called  Celestis.  Price  tag: 
$4,800.  Contact:  Your  local  funeral  home 
or  Celestis  (713)  522-7282. 
Next  launch:  July  1999. 


Okay,  so  maybe  you  can't  venture  out  of 
the  galaxy  in  search  of  an  intelligent 
life-form  to  date.  It  doesn't  mean  that 
you  can't  run  your  own  intergalactic  per- 
sonal ad.  Encounter  2001,  based  in 
Houston,  is  planning  a  series  of  deep 
space  radio  transmissions  New  Year's 
Eve  1998  similar  to  the  interstellar 
message  first  sent  in  1974  by  radio 
astronomers  at  the  National  Astronomy 
and  Ionosphere  Center  at  Arecibo, 
Puerto  Rico.  After  the  scientists  send 
their  cosmic  greetings,  digital  message 
space  will  be  available  for  rent.  Price 
tag:  $19.95  for  30  words. 
Contact:  www.encounter2001.com 
Next  broadcast:  Dec.  31,  1998. 
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■  Auctions  in  grand  European  estates  offer  collectors 
o  a  glimpse  of  a  bygone  era,  and  a  few  good  deals. 

Death,  taxes . . . 
and  sinking  castles 


By  Robert  Goff 

Kasteel  de  Haar  looks  more 
like  a  fantasy  of  Walt 
Disney's  than  the  700- 
year-old  family  seat  of  the 
van  Zuylen  van  Nijvelt 
van  de  Haar  barons.  With  steep  blue 
turrets,  drawbridges  and  a  wide  moat, 
it  suddenly  looms  over  the  flat  Dutch 
countryside  an  hour's  drive  south  of 
Amsterdam. 

The  proprietor,  Baron  Thierry  van 
Zuylen  van  Nijvelt  van  de  Haar,  58, 
sees  the  parallel.  "If  we  didn't  live  here 
part  time,  I'd  feel  inclined  to  sell  it  to 
20th  Century  Fox  so  they  could  make 
horror  movies,"  he  says.  A  writer  and 
racehorse  breeder,  the  baron  lives  pri- 
marily in  London. 

Maintaining  casdes  around  Europe 
in  the  manner  of  a  19th-century 
European  aristocrat  is  an  expensive 


habit.  To  raise  some  money  for 
direly  needed  restoration,  this 
past  Oct.  13  Baron  Thierry 
hosted  an  upscale  garage  sale, 
selling  off  some  of  his  casde's  contents 
in  an  on-site  auction  organized  by 
Christie's  Amsterdam. 

Some  150  people  crammed  into  the 
castle's  ornate  entry  hall,  leaning 
against  ormolu-mounted  mahogany 
commodes  and  lounging  on  tattered 
thrones.  All  that  history  brought  high 
prices — $1.6  million,  about  triple  the 
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top    estimate    of 

$550,000.  A  rare 

shoemakers'  guild 

cup  of  silver  and 

leather       dating 

from  the  late  16th 

century  sold  for  a 

hefty     $72,000. 

Somewhat  faded 

silk    curtains    in 

washed-out  gold, 

pink  and  scarlet  sold  for  between  $700 

and  $1,300.  A  19th-century  Louis 

Vuitton  pink  and  white  trunk  that 

looked  as  if  it  had  been  hauled  down 

from  the  attic  went  for  $500. 

The  auction  at  Kasteel  de  Haar  is 
part  of  a  growing  trend  across  Europe; 
the  nobility  is  increasingly  opening  its 
doors  to  get  rid  of  its  stuff — great 
hunks  of  it,  at  least.  Aristocratic  families 


The  largest  such  sale  occurred  ini 
October  1995,  when  Sotheby's  auc-  an th< 
tioned  off  more  than  25,000  objects 
from  a  105-room  castle,  Neues 
Schloss,  property  of  Germany's  royal  |U« 
House  of  Baden,  whose  agricultural  i 
and  forestry  empire  lost  value  after  i  bicai 
Germany's  reunification.  Over  15  days,  bries 
dealers  and  collectors  picked  over  i  e  si 
thousands  of  dusty,  often  second-rate  |  pan 


Baronial  booty  (left  to 
right):  a  roomful  of 
antique  furniture,  piles  of 
colorful  silk  draperies,  a 
16th-century  guild  cup  in 
the  shape  of  a  shoe  and 
a  stack  of  well-worn 
monogrammed  trunks. 


strapped  for  cash  or  just  uninterested  in 
living  in  the  past  are  doing  what  van 
Zuylen  did.  The  big  auction  houses  are 
happy  to  oblige,  knowing  that  collec- 
tors will  pay  a  premium  for  objects  with 
a  pedigree.  Holding  auctions  in  the 
family  manse  rather  than  in  an  antisep- 
tic room  in  New  York  or  London 
enhances  the  aristocratic  allure. 


teacups,  crested  silver  sets  and  dining 
tables.  The  royal  provenance  helped 
send  the  final  tally  to  $54.7  million — 
far  more  than  the  Baden  baubles 
would  bring  outside  the  castle  walls. 

The  London- based  Baron  van 
Zuylen  is  using  the  proceeds  from  his 
auction  to  keep  his  castle  from  falling 
down.  The  castle  is  sinking  because  his 
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randparents'  elabo- 
ite  19th-century 
:modeling     turned 

t  to  be  a  bit  too 
aborate. 

When  Baron 

hierry's  grandfa- 
ler,  Baron  Etienne, 
iherited  the  casde  in 
890,  it  was  an  unin- 

bitable  ruin  dating 
)  the  13th  century. 

uch  to  the  chagrin  of  traditional- 
ts,  he  commissioned  the   Dutch 

chitect  H.J.  Cuypers  to  transform 
le  graceful  old  rubble  into  the  High 
othic  pile  it  is  today.  Grandpa  Eti- 
ine  could  afford  it:  His  new  wife 
as  a  Rothschild.  Though  her  family 
as  estranged  because  she  had  mar- 
led outside  the  Jewish  faith,  stars  of 
avid  discreetly  decorate  some  of  the 
iterior  beams  and  parquet  floors. 

The  present  structure  is  more 
ian  the  old  foundations  can  support. 


Says  van  Zuylen 
sadly:  "I've  spent  a 
hell  of  a  lot  of 
money  on  this  place 
over  the  years,  and 
I'm  running  out." 
He  is  hoping  his 
example  will  per- 
suade the  Dutch 
government  to  pro- 
vide most  of  the  esti- 
mated $25  million  it 
will  cost  to  shore  up  the  foundation. 
Only  one  other  major  auction  at 
a  private  European  estate  has  yet 
been  slated  for  1999  (see  box, 
below),  but  collectors  and  European 
travelers  interested  in  attending 
upcoming  house  sales  should  contact 
Christie's  and  Sotheby's  for  updated 
schedules.  In  Britain,  most  house 
sales  take  place  in  the  summer,  often 
with  short  notice — after  a  death  or  a 
particularly  upsetting  visit  from  the 
tax  collector.  mm 


'\  beautifully  decadent  life  goes  under  the  hammer 


Mexican     silver     heir  ! 
Charles    de    Bestegui  3 

as   something  of   a  | 

omanizing  fop  who, 
jntil  his  death  in  1970.   | 

pitomized  the  idle  rich. 
He  spent  the  greater  f 
)art  of  his  life  designing  | 

laborate  interiors  and  3 

ardens  for  his  Venice 
jalazzo    and    French 

hateau.  These  he  used 

s  the  real-life  stage 
sets  for  a  legendary 
L951  ball  and  parties. 
This  spring  Sothe- 
by's will  auction  off 
ore  than  2,400  lots 

rom  the  Chateau  de 

Groussay,  de  Bestegui 's 

lome  for  more  than  30 

years.  Collectors  and 

'the     merely    curious 

will  be  able  to  view 

the  chateau  in  its  lived-in  state  during 

auction  previews  closer  to  the  sale  date, 

most  likely  in  May  (Sotheby's  is  waiting  for 

the  expected  passage  this  winter  of  a  new 

French    law    breaking   the    government's 

monopoly  on  such  auctions).  The  chateau 

and  its  adjoining  park,  located  in  the  town  of 

MontforW'Amaury,  a  50-minute  drive  west  of 
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Paris,  is  on  the  block  for 
$10  million. 

Over  the  course  of 
his  luxuriant  life,  Charles 
de  Bestegui  developed 
trend-setting  taste.  He 
launched  the  career 
of  Cuban-born  architect- 
designer  Emilio  Terry. 
De  Bestegui's  hodge- 
podge decorating  style, 
which  came  to  be  known 
as  le  style  anglais,  was 
much  copied  by  decora- 
tors across  the  globe. 

It  may  seem  a  trifling 
contribution  to  humanity, 
but  de  Bestegui's  home 
makes  a  stunning 
impression  on  a  visitor. 
His  two-story  mahogany- 
paneled  library  with 
its  spindled  stairs  and 
the  private  theater — 
in  which  actors  used  to  act  out  scenes  por- 
traying guests  in  the  audience — are  jaw-drop- 
ping. The  gardens  contain  captivating  follies, 
including  a  Palladian  bridge  and  a  blue  and 
white  tin  tartar  tent  lined  with  more  than 
10,000  delft  tiles.  For  collectors  visiting 
Paris  next  spring,  Groussay  would  make  a 
delightful  day-trip.  -R.G. 


■  A  hell  of  a  movie 

^  With  Hollywood  movies  that  explore  the 
m  afterlife,  the  results  tend  to  be  less 
than  divine.  This  year  Robin  Williams 
has  already  slogged  through  special- 
effects-laden  versions  of  heaven  and 
hell  in  What  Dreams  May  Come.  This 
month  Brad  Pitt  is  an  earnest  grim  reaper 
in  Meet  Joe  Black.  These  flicks  could  use 
some  leavening. 

Want  a  literate  and  witty  glimpse  of 
the  hereafter?  Try  Bedazzled  (1967), 
director  Stanley  Donen's  take  on  Faust. 
Donen,  best  known  for  musicals  such  as 
On  the  Town  and  Sinjjin'  in  the  Rain, 
trades  songs  for  satire,  poking  good- 
natured  fun  at  traditional  notions  of  good 
and  evil. 

As  the  Devil,  Peter  Cook  doesn't  work 
in  fire  and  brimstone.  He's  a  swinging 
London  dandy  who  runs  a  ratty  nightclub. 


Dudley  Moore  is  his  mark,  a  nebbish  of 
a  short-order  cook  with  no  hope  of 
wooing  the  waitress  he  loves.  Moore 
accepts  Cook's  seven-wishes-for-one- 
soul  offer,  but  each  time  he  makes  a 
wish,  Cook  legalistically  fulfills  only  its 
wording,  not  the  intent. 

The  interplay  between  the  imperious 
Cook  and  the  hangdog  Moore  is  consis- 
tently sharp,  the  result  of  years  spent 
together  as  a  British  comedy  team. 
Director  Donen  and  Cook  wrote  the 
script,  Moore  contributed  the  score. 

When  Cook  isn't  thwarting  Moore's 
hopes,  he  lectures  him  on  theology  while 
going  about  his  humdrum  duties.  Turns 
out  the  Devil's  work  is  pretty  petty: 
scratching  records  and  removing  "Wet 
Paint"  signs  from  park  benches.  Cook's 
restaurant  staff  doubles  as  the  seven 
deadly  sins.  Anger  is  a  bouncer.  Lust  is 
a  bikini-clad  Raquel  Welch. 

Even  though  the  movie  is  a  comedy, 
Donen  took  its  religious  allusions  seri- 
ously. He  used  C.S.  Lewis'  Mere 
Christianity  as  a  reference,  and  he  invit- 
ed a  group  of  ministers  and  priests  to 
preview  the  film.  "Most  of  them  loved  it," 
he  recalls.  So  will  you.         -Peter  Kafka 
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financial  services 


Receive  Value  Line 
for  only  $m$55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and  Reports 

on  1 700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks.  You  will  also 

receive  analyses  of  about  130  stocks  each  week  for  10  weeks  forS¥£S55.  Available  only 

once  every  three  years  to  any  household.  SPECIAL  BONUS  -  J.K.  LASSER'S  YOUR 

INCOME  TAX  1999   This  indispensable  guide  covers  all  new  tax  law  changes  as  well  as 

tax-planning  and  money-saving  strategies.  Hundreds  of  examples  and  icons  highlight  key 

points.  The  free  update  supplement  contains  forms  for  filing  and  you  can  get  practical 

advice  on  the  Internet  or  by  telephone  hotline.  A  S14.95  value  -  yours  free  with  your 

Value  Line  subscnption  while  supplies  last.  Your  subscription  may  be  tax-deductible; 

consult  your  tax  advisor.  Send  check  or  money  order  along  with  name,  address 

and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 


Exl.  2903  Dept.  616WG30  American  Express,  MasterCard,  Visa  or  Discover 

24  hours  a  day,  7  days  a  week.  If  you  are  not  completely  satisfied  return  all  materials 

in  good  condition  within  30  days  from  the  start  of  your  trial  subscription  for  a  fr" 

refund  of  your  fee  Allow  4  weeks  for  delivery  Foreign  rates  upon  request 

www.valueline.com 


i  full 


The  Value  Line  Investment 

PO  Box  3988.  New  York 
NY  10008-3988 


Survey® 


ASSET  PROTECTION 

& 
OFFSHORE  BANKING 


We  show  you  "How  To" 
create  a  financial  fortress  that 
will  protect  your  wealth  with 
complete,  tested  and  secure 
privacy,  including: 
Confidential  Banking, 
Offshore  Centers,  Debit  and 

Credit  Cards,  access  to 

International  and  US  Funds. 

Overseas  and  Domestic 

Brokerage  Services 


Call  us  today:  800-266-8211 

Merrill,  Scott  &  Associates 

http://www.merrillscott.com 


business  opportunities 


OFFSHORE 


Private  Bank  for  Sale 

call  for  FREE  report!!! 

Call:  800-733-2191 

Worldwide  Business  Consultants 


You  have  your  private  yacht,  jet  and  farm, 
etc.  The  only  thing  missing  in  your  life  is 
your  own  ski,  hunting,  mountain  paradise 
-  also  for  corporation  using  if  for  client, 
staff,  etc.  Directly  from  principal  we  sell 
winter  and  summer  sport  resort,  and  also 
a  four  star  hotel  (50  bed),  in  the  Austrian 
Alps,  2  hours  from  Zurich/Munich  airport. 
Inquiries  please  fax  to  +41  22  3467829. 


business  opportunities 
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hred-it 


To  Success 


1  Shredding  for  over  40,000 

companies  in  8  countries. 
'  World  leader  in  mobile  document 

shredding  and  recycling. 
1  Offering  a  unique,  proven 

franchise  system  successful  in 

over  60  markets. 
1  Business  to  business  service; 

national  account  program; 

training;  exclusive  territories. 
1  Excellent  opportunities  nation 

wide. 

» Featured  in  Forbes,  March  1997. 
call:  Doug  Wcrrren 

(905)  855-2856  Ext.  237 

E-mail:  doug@shredit.com 


OFFSHORE 


♦  ConiDanies  Fax  on  Demand 

♦  BanE  (800)551-9105 

♦  Cedit  Curtis       for*^ 

♦  Privacy  coon&l<! 

(SOOJSSl^Nl1^1^1,531 


Visa/MCAinex       www.ucservtces.com 


franchising 


ARE  YOU  SITTING  ON  A  GOLD  MINE? 


I  Franchise  ItTI 


CALL  1  -4  0O.  3  7  2-6244 

Talk  to  us  first.  Because  nobody  has  franchisee! 


more  businesses  than  Francorp 

The  leader  in  franchise  development 

and  consulting  Worldwide 

francorp 


educational  servio   m 


The  Leader  in  Distance  Lei    ; 
inq  for  20  Years 


•Associate*Bachelor*Master«Doi| 
Business  (Mgmt,  HRM,  Health' 
Management  of  Technolog- 
Psychology 
Law 

Southern  California  Universe  | 
for  Professional  Studies 

1  840  E  1  7th  St  F 
Santa  Ana,  CA    92705 
800/477-2254  www  scupt 


University  Degrees 

Bachelor's,  Master's,  Ph.D.; 
Take  courses  using  tex 
No  classes.  Low  costs. 
Columbia  Pacific  University 
105  Digital  Drive,  Novato,  CA< 
800-552-5522  -  hOpy/www.CPUn 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sa 
by  the  U.S.  Government 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Of} 
Office  of  Marketing— 
SM Washington,  DC  2040 


FORBES  MARKET  CLASSIFIE 

To  spotlight  your  specialty  pixxiuct  orsetvice  to  an  affluent  executive  audieiu 
Call  Linda  Loren  (212)  260-0620  or  Fax  (212)  260-8183  i 

E-mail:  lloren@forbes.co 
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travel  &  fitness 


books/authors/publishers 


aviation 


Guide:  Where  to  Work  Out 
bo're  oo  the  Road.  A  well-orga- 
iference  to  hotel  facilities,  health 
fitness  and  dance  classes  in 
iiost  popular  U.S.  destinations"- 
gazine.  Available  in  bookstores. 
or  by  mail.  Send  $14.95  to 

Publishing.  PO  Box  340R. 
10159-0340.  212-64--0921. 
isterCurd  call  ADL  800-343-4002. 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Fiction,  Biography, 

Religious,  Poetry,  Children's 

AUTHORS  WORLDWIDE  INVITED 

MINERVA  PRESS 

2  CXD  BROMPTON  ROAD  LONDON  ENGLAND  SW7  30O 


It  keeps 

lore  than 

lemories 

alive 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PROGRAM 


Aircraft  Sales 
Aircraft  Charter 

Aircraft  Management 


«> 


FSG 

Flight  Services  Group,  Inc. 

800.380.4009 


executive  gifts 


real  estate 
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an  Haort  Auoctatton 
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3  txiCMic  wvice 


There  is 
an  answer! 

Send  for  FREE  information 
on  a  revolutionary  NEW 
device  designed  by  a  leading 

Alexander  teacher  that  can 
help  relieve  today's  pain  and 
help  prevent  tomorrow's. 

Write:  TruComfort 

15  Parkway,  «4SG 
Katonah  NY  10536 


Call  TOLL  FREE  1-800-392-0363 


O  PALM  BEACH  £3 

Boca  Raton  •  Miami  Beach  •  Jupiter 

Las  Vegas  •  New  York  City 

7  Offices 

1-800-669-0577 

www.barclaysrealtv.com 


£  BARCLAY'S  $ 


Forbes 

CAPITALIST     TOOL 
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shooting  range 


Meet  the  challenge  that 

day  target  shooting  offers  and  enjoy 

3  days  of  an  all-inclusive  iastructional 

program  and  luxury  accommodations 

with  America's  leading  shotgunning 

Iastructional  Package 

The  Remington  Shooting  School 

including y&r  a  limited  time  your  very 

own  1 1-87  Sporting  Clays  Shotgun. 

Orlando»Reno«Chicago»NY 


gemstones 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gemstones. 

Free  wholesale  catalog  since  1967! 

Member.  Jewelers  Board  of 

Trade  &  Chamber  of  Commerce 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 

1-X00-844-3100  or  FAX  502-338-9605 


reach       the       affluent 


houghts  on  the  business  of  life 

!f  i  could  select  the  next  President  of  the  U.S.  from  among  the  perspiring 
aspirants  of  both  parties,  George  Bush  would  be  taking  the  oath  of  office 
on  Jan.  20, 1981.  He  has  been  a  member  of  the  Central  Intelligence  Agency, 
chief  of  the  U.S.  office  in  China,  chairman  of  the  Republican  National 
Committee.  Bush  is  qualified  by  experience,  temperament  and  ability 
to  be  an  effective,  undemagogic  President.      -Malcolm  Forbes  (1980) 


I  To  teach  is  to  learn. 
1 1  Japa nese  proverb 


Only  the  wearer  knows 
where  a  shoe  pinches. 
English  proi^erb 


Some  things  in  every 
country  you  must  be 
born  to  endure;  and 
another  100  years 
of  general  satisfaction 
with  Americans 
and  America  could 
not  reconcile  this 
expatriate  to 
cranberry  sauce, 
peanut  butter 
and  drum  majorettes. 
Alistair  Cooke 


We  love  challenges 
that  let  us  show  our- 
selves to  advantage. 
James  Thorpe 


There  is  probably 
nothing  like  living 
together  for  blind- 
ing people  to  each 
other. 
Ivy  Compton-Burnett 


First  you  lose  your 
memory,  and  then 
you  lose  your  sex, 
but  you  never  lose 
your  memory  of  sex. 
George  Delacorte 


Not  one  female 
comic  was  beautiful 
as  a  Utile  girl. 
Joan  Rivers 


The  first  duty  of  a 
human  being  is  to 
assume  the  right 
relationship  to  so- 
ciety— more  briefly, 
to  find  your  real 
job,  and  do  it. 
Charlotte  Gilman 


No  man  is  responsible 
for  his  father.  That 
is  entirely  his  moth- 
er's affair. 
Margaret  Turnbull 


I  blame  Rousseau, 

myself.  "Man  is  born 
free,"  indeed.  Man  is 
not  born  free,  but  at- 
tached to  his  mother 
by  a  cord  and  is  not 
capable  of  looking 
after  himself  for  at 
least  seven  years 
(70  in  some  cases). 
Katharine 
Whitehorn 


You  can  get  used  to 
anything  if  you  have 
to,  even  feeling  per- 
petually guilty. 
Golda  Meir 


There  is  no  wider 
gulf  in  the  universe 
than  yawns  between 
those  that  stand 
on  the  hither  and 
thither  side  of 
vital  experience. 
Rebecca  West 


Admiration:  Our 
polite  recognition 
of  another's  resem- 
blance to  ourselves. 
Ambrose  Bierce 


Without  art,  the 

crudeness  of  reality 

would  make  the  world 

unbearable. 

George  Bernard  Shaw\ 

A  Text  .  .  . 

For  a  bishop  must 
be  blameless,  as  the 
Steward  of  God:  not 
self-willed,  not  soon 
angry,  not  given  to 
wine,  no  striker, 
not  given  to  filthy 
lucre. 
-Titus  1:7 

Sent  in  by  Paul  M.  Lovik, 
Atascadero,  Calif.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  given  to 
senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts," 
arranged  alphabetically  by  subject, 
are  available  in  a  900-page 
one-volume  deluxe  edition, 
Forbes  Book  of  Quotations: 
Thoughts  on  the  Business  of  Life. 
The  price  is  $40  plus  $3.50  ship- 
ping and  $1  per  item  for  handling 
(add  applicable  sales  tax). 
To  order,  please  call  toll-free, 
1-800-87&6556. 
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SIEMENS 


Outside,  your  son  answers  a  call  on  Line  1. 


He  conferences  in  his  brother  in  the  den. 


Upstairs  your  daughter  calls,  handset-to-handset,  to  her  father  out  in  the  garage. 


You  re  talking  to  your  most  important  client  on  Line  2. 
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IF  THE  BACKYARD  IS 
YOUR  IDEA  OF  THE 
CORNER  OFFICE, 
HAVE  WE  GOT  A 
PHONE  FOR  YOU. 

Siemens,  a  world  leader  in  digital 
cordless  phones,  introduces  Gigaset 
2420 -the  revolutionary  2-line  cordless 
system  for  your  home  and  home-based 
business.  This  2.4GHz  digital  breakthrough 
will  change  the  way  you  and  your  family 
communicate.  The  system  allows  simulta- 
neous internal  and  external  calling  and 
can  automatically  route  faxes.  Plus,  you 
and  your  family  always  have  convenient 
cordless  access  to  a  rich  set  of  features 
including  a  digital  answering  machine, 
Caller  ID/Caller  ID  on  Call  Waiting  and 
phone  directory  from  each  handset. 


And  the  amazing  thing?  It's  all. happening  at  once.  All  on  one  cordless  system,  j 


NEXT  GENERATION  DIGITAL  CORDLESS  CLARITY  &  SECURITY 
[MULTASKING  •  Enables  simultaneous  internal/external  calls  and  faxes 
EXPANDABILITY  •  Supports  up  to  8  cordless  handsets 

Auto  fax/data  routing  and  Caller  ID  display  require  service  subscription  from  telephone  company 

i  comtrad 
j  industries 

I  2820  Waterford  Lake  Dr.,  Suite  102 
Midlothian,  Virginia  23113 

To  order,  call  1.800.992.2966  or  uisit  ujujuj.comtrad.com/Siemens 

Or  call  1.800.459.0302  or  uisit  ujujuj.siemenscordless.com  ,,CM 
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Boeing  is  a  world  leader  in  satellite  systems  for  guidance,  surveillance  and  communications.  Boeing 
built  Global  Positioning  Satellites  provide  pinpoint  location  accuracy  anywhere  in  the  world.  Oui 
DigitalXpress  system  moves  mountains  of  information  for  leading  businesses  across  North  America 
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E'VE  REACHED  OUR  CRUISING  ALTITUDE 


OF  66,228,400  FEET 


nd  our  participation  in  satellite-based  communications  systems,  such  as  Teledesic  and  Ellipso,  will 
ing  affordable  broadband  and  telephone  transmissions  to  whole  new  markets.  Boeing  is  the  future 
flight.  And  that  includes  space.  For  business  opportunities  in  space,  contact  www.boeing.com/ics 
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You  know  our  portables, 
now  meet  the  rest  of  the  family. 


You  may  know  that  Toshiba  is  the  first  name  in  portable  computers.  But  what  you 


may  not  know  is  that  now  you'll  find  our  name  on  servers,  desktops,  and  the 


rest  of  the  hardware  you  need  for  enterprise  solutions.  All  our  products  share  the 


same  heritage  of  reliability  and  performance.  And  when  you  build  your  whole 


system  within  the  Toshiba  family,  you'll  realize  greater  flexibility  and  lower 


total  cost  of  ownership.  What's  in  a  name?  Everything  if  the  name  is  Toshiba. 


In  Touch  with  Tomorrow 

TOSHIBA 

For  more  information,  call.1-800-TOSHIBA  or  look  us  up  on  the  Web  at  www.toshiba.com. 


BellSouth  Flexible  Work  Solutions 
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.v   you    co  u  I 
all,    you   just    didn't    know    you 

could  do  it  aii  a  t    o  n  c  e  . 

Go  multi-tasking  on  a  high-speed  data  line  that  runs  your  PC,  phone  and  fax  all  at 
the  same  time.  Or  maybe  youd  rather  skip  the  line  altogether  with  wireless  data 
solutions.  Whatever  you  plan  to  accomplish,  BellSouth  has  everything  you  need  to  work 
smarter  at  home  or  at  the  office.  When  two-way  paging,  e-mail  and  data  transfers 
are  this  easy,  you'll  have  more  time  to  do  your  best  work.  Wherever  that  might  be. 


www.bellsouth.com 


©BELLSOUTH 

The  Neighborhood  Whiz  Kids 


THE 


BIG    ISSUE    THREE 


Time 

Welcome  to  Forbes  ASAP's  Big  Issue  III.  We  have  gathered  57 
thinkers  -  novelists,  philosophers,  business  gurus,  political  pundits  - 
in  an  effort  to  better  understand  the  biggest  issue  of  our  age,  time. 

We've  beaten,  or  at  least  stymied,  most  of  humanity's  monsters: 
disease,  climate,  geography,  and  memory.  But  time  still  defeats  us. 
Lately,  its  victories  seem  more  complete  than  ever.  Those  "timesaving" 
inventions  of  the  last  half  century  have  somehow  turned  on  us.  We 
now  hold  cell  phone  meetings  in  traffic  jams,  and  24-7  has  become 
the  most  terrifying  phrase  in  modern  life. 

In  the  end,  it  may  not  be  our  tools  that  save  us  but  our  imaginations. 
W.  H.  Auden  wrote  that  time  worships  language.  In  the  fervent  hope 
that  he  was  right,  we  have  assembled  our  cadre  of  thinkers  and 
have  created  five  timescapes  to  portray 
the  various  temporal  landscapes  where  the 
struggle  will  take  place. 

technological  time  21 


TIMESCAPE:  ONE   HItiH  TECH  SECOND 


28  Michael  S.  Malone 
The  Mission  Bell's  Toll 
"In  the  frenetic  world 
of  Silicon  Valley,  where 
the  daily  obsession  is  to 
shave  a  microsecond 
from  every  transmis- 
sion, revision,  and  deci- 
sion, a  vital  lesson  about 
time  lies  unnoticed." 

36  Robert  X.  Cringely 

The  Five  Rules  of 
Prognostication 
"Time  eventually 
humiliates  us  all,  but 
no  one  suffers  at  the 
hands  of  time  more 
than  prognosticators. 
Trying  to  guess  the 
future  is  a  game  we 
nearly  always  lose." 

Cover:  Combine  painting  by  Robert  Rauschenberg. 
Appointment  [Anagrams  (A  Pun)},  1997.  Vegetable  dye  transfer  on 
polyiaminate,  97 V"  x  61%".  ©  Robert  Rauschenberg/ licensed  by  VAGA, 
New  York.  Photograph:  Ed  Chappell 


40  Federico  Faggin 
Practicing 

Virtual  Morality 
"By  altering  subjective 
time,  we  could  expe- 
rience living  many 
lifetimes  in  one,  cap- 
turing and  holding  the 
essential  lessons  we've 
learned  during  each  of 
our  virtual  lifetimes  to 
make  our  single,  real 
lifetime  a  more  won- 
derful experience." 

Moon  dial  ami  sundial  with 

compass.  Made  in  the  16th 

century  from 

brass  and 

wood. 


Two-hour  pulpit  hourglass 
hand-carved  in  Salem,  Mass., 
between  1700  and  1750. 

43  Bob  Metcalfe 

Just  a  Second  . . . 
"If  scientists  are  right 
about  time  passing 
through  prolonged 
periods  of  punctuated 
equilibrium,  then 
today's  Internet  is  the 
exclamation  point. 
We  are  lost  in  space,  or 
rather  the  two  spaces 
before  the  capital  letter 
of  our  next  paradigm." 


46  Ray  Kurzweil 

Better  Never 
Than  Late 
"Our  American 
history,  honed  on 
the  frontier  and 
washed  by  immigrant 
waves,  has  ideally  posi- 
tioned us  for  the  new 
knowledge-based 
economic  paradigm." 

49  Danny  Hillis 

Impatient  Pendulum 
"We  are  dazzled 
by  progress,  rushed  by 
events,  and  discon- 
nected from  the  stable 
rhythms  of  time.  Our 
technology  has  isolated 
us  from  the  natural 
cycles  (day,  month, 
year)  that  once  gov- 
erned the  pace  of  life." 

50  James  Burke 

Shaman  Says 
"One  day,  20,000  years 
ago,  somebody  in 
a  cave  in  southwestern 
France  notched  the 
phases  of  the  moon  on 
a  bone  and  we  lost 
control  of  our  lives." 

54  Arthur  C.  Clarke 

The  Final  Frontier 
"Since  the  dawn  of 
evolution,  mankind  has 
been  involved  in  a 
battle  against  time — 
a  battle  in  which  there 
have  been  few  victories. 
Perhaps  the  first 
occurred  when  some 
unknown  ancestor,  a 
thousand  generations 
ago,  left  the  imprint  of 
his  hand  on  a  cave  wall 
and  achieved  anony- 
mous immortality." 

Stonehenge,  built  in  about 
3100  B.C.,  is  thought  to  have 
been  constructed  to  predict 
lunar  and  solar 
eclipses. 


The  sundial,  one  of  the  earliest 
timekeeping  devices,  has  been 
used  lo  tell  time  since  the  8th 
century  B.C. 

58  Chuck  Yeager 

Ripping  the  Envelope 
"When  I  first  entered 
the  army  air  corps  in 
September  1941, 1  was 
an  1 8-year-old  kid, 
and  speed  was  just  the 
thrill  of  driving  a 
pickup  truck  at  50 
miles  per  hour." 


(Left)  Folding  ivory  sundial  and 
compass,  circa  1771.  (Right) 
Trench  candle  dial  timekeeper: 
The  shadow  climbs  up  the  dial 
as  the  candle  burns  down. 

61  Esther  Dyson 

Friction  Freedom 
"We're  moving  to  a 
culture  where  every- 
thing moves  faster, 
where  no  one  has  any 
time,  where  we  mea- 
sure out  our  days  not 
in  coffee  spoons  but  in 
emails,  beeper  buzzes, 
timed  phone  calls,  chil- 
dren's scheduled  play 
dates,  and  vacations 
with  cell  phone  and 
laptop  at  hand." 
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What  happens  when  all  your  talents  pull  together 


There  is  an  impressive  range 
of  strengths  in  almost  every 
organization.  But  in  order  to 
accomplish  the  loftiest  goals, 

at  www.ac.com 


individual  stars  need  to  be  Andersen  Consulting  can  hel 

aligned  to  shine  collectively.  .       you  achieve  goals  that  were 

By  establishing  the  links  previously  unreachable.  Amur 

among  all  vital  components,  the  world,  hundreds  of  leadiri 
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organizations  have  come  to 
Idepend  on  our  unique  ability 
to  integrate  strategy,  people, 
iprocess  and  technology. 


So  if  your  organization  is 
reaching  for  the  moon,  we 
can  help  make  sure  that  you 
actually  get  it. 


personal 
time  69 

TIMESCAPE: 
THE  CHANGING 
HUMAN  CLOCK 


76  Peggy  Noonan 

There  Is  No  Time, 
There  Will  Be  Time 
"We  fear,  down  so 
deep  it  hasn't  even 
risen  to  the  point 
of  articulation, 
that  with  all  our 
comforts  and 
amusements,  with 
all  our  toys  and 
bells  and  whis 


59 


Reynolds  Price 

The  Unbeatable  Light- 
ness of  Keyboards 
"In  my  precomputer 
workdays,  time  was  a 
heavy  weight  on  my 
shoulder— a  granite 
wheel  I  had  to  edge 
uphill  by  tiny  fractions 
of  an  inch  each  day. 
Time  seemed  an 
enemy  of  sanity  and 
satisfaction." 


Heart- 
shaped 
watch  given  to  Josephine  by 
Napoleon  Bonaparte. 


106Mumia  Abu-Jamal 

Killing  Time 
"Time  is  as  elusive  as 
a  thief,  silent  as  death. 
Only  later  does  it 
appear,  on  the  day  you 
look  into  a  burnished 
metal  slab  solidly 
riveted  to  a  prison  wall, 
andask/Whoisthat 
old  man?' " 


ties. ..we  wonder  iHfl 
if  what  we  really  L»  gg^ 
have  is  a  first- 
class  stateroom 
on  the  Titanic" 

Banjo  clock,  circa  1825.  So 
named  because  its  upper  piece  is 
shaped  like  an  inverted  banjo. 

82  Michael  Lewis 

25-7? 

"You  would  think 
that  rich  and  power- 
ful people  would 
have  much  more 
free  time  than  lesser 
mortals.  And  once 
upon  a  time  they  did. 
But  in  what  once 
was  called  the  leisure 
class  there  is  now 
no  leisure." 

86  Jacob  Needleman 

Tempus  Fugit 
"In  finding  its  own 
question  of  time- 
poverty,  our  culture 
is  actually  confronting 
the  eternal  question  of 
the  meaning  of  human 
life.  What  at  first 
may  seem  like  a 
problem  unique 
to  our  era  is, 
in  fact,  our 
version  of  a 
question 
written  into 
the  heart 
of  human 
nature  itself 

17th-century 

lantern  dock. 


William  F.  Buckley  Jr. 

The  Irresistible  Memory 
"My  view  of  it  is  that 
the  apparent  compres- 
sion of  time,  defined 
as  the  ability  to  do 
in  a  moment  what 
in  days  gone  by 
required  weeks  and 
months  and  years,  is 
a  poetical  and  spiritual 
challenge." 


Gilded  brass  horizontal  sundial. 
Made  by  George  Zorn,  1613. 

93  Owen  Edwards 

Running  Out 
"To  be  able  to  do 
things  faster,  to  accom- 
plish feats  of  calcula- 
tion in  nanoseconds,  to 
compress  what  once 
took  months  into  a  few 
minutes,  is  not  to 
understand  time." 

96  Pico  Iyer 

All  the  Times 
in  the  World 
"In  Shakespeare's  day, 
time  was 'the  king  of 
men,'  and  some- 
times what  we're 
losing,  in  our 
hubris,  is  a  proper 
deference  before  a 
force  that  can  wound 
as  much  as  heal.' 


100  Andrew  Sullivan 

Sea  of  Tranquility 
"Our  time  will  be 
recalled  for  the  way 
in  which  technology 
changed  the  very  spatial 
and  lineal  dimensions 
of  our  lives,  for  the  way 
in  which  our  choices 
have  been  expanded 
while  our  capacity  to 
know  how  to  choose 
has  diminished." 

103  James  J.  Cramer 

Early 
"In  one  bizarre,  lonely, 
distraction-free  hour, 
I  now  accomplish 
everything  that 
used  to  take  me 
I     until  8:40  a.m.  For 
that  one  hour 
I  have  conquered 
time,  vanquished  and 
beaten  it  beyond 
recognition. " 


George  III  quarter-chiming 
mahogany  bracket  clock  and 
late-17th-century  Regency  clock. 

109  Douglas  Coupland 

Lost  in  Solitaire 
"Time  spent  playing 
computer  solitaire  is 
time  that  vanishes. 
Completely.  I  get  on  a 
plane,  I  turn  it  on,  I 
play,  I  blink,  and  two 
hours  are  gone.  Wow. 
Finally,  a  way  to  gen- 
uinely erase  time." 


natural 
time  133 

TIMESCAPE: 
THE  UNIVERSAL 
MOMENT 

140  Timothy  Ferris 

The  Three  Immensities 
"With  the  turn  of  the 
millennium  approach- 
ing, it  seems  an  apt 
time  to  ask  what  have 
been  the  greatest  sci- 
entific discoveries  of 
our  epoch." 

147  Steven  Weinberg 

A  Certain 
Approximation 
"In  the  most  promis- 
ing fundamental  theo- 
ries being  developed 
these  days,  time  and 
space  do  not  enter 
in  the  equations  but 
only  appear  when  we 
make  certain  approx- 
imations to  solve 
those  equations." 


105  Rich  Karlgaard 

Feets  of  Fire 
"Never  less  than  once 
a  year  it  arrives,  the 
dream,  always  the 
same.  It  is  an  overcast 
spring  afternoon  in 
Valley  City,  North 
Dakota.  I  find  myself 
on  the  fourth 
and  final  lap 
of  the  one- 
mile  run  in 
the  state  high 
school  cham- 

;hip  track 
meet." 


112  Mary  Gordon 

Waste,  and  Want  Not 
"Those  of  us  who  are 
capable  of  converting 
our  time  into  money,  we 
have  no  time.  Even  our 
sleeping  hours  are  in- 
vaded. A  friend  of  mine 
once  said  that,  in  New 
York, 'You  look  rested' 
is  considered  an  insult." 


i  'artier  art  dtCO  citrine,  diamond, 
enamel  and  gold  Model  II 
Mystery  Clock. 


116  Peter  Robinson 

Sincerely,  Mom 
"At  a  restaurant  the  other 
day,  the  kid  at  the  cash 
register  asked  in  all  inno- 
cence whether  I'd  like  the 
55-and-over  discount. 
Wasn't  technology  sup- 
posed to  help  with  this?" 

121  Mark  Helprin 

God's  Eye  View 
"I  discovered,  in  Switzer- 
land of  all  places,  that 
there  is  no  such  thing  as 
time.  I  was  ill,  my  pack 
was  heavy,  and  my  train 
many  hours  in  the  future." 


148  Paul  Davies 

Star  Warps 
"Clearly  the  idea  of 
traveling  through 

time  has  an 

enduring  appeal. 

But  can  it  really 

be  done?" 

151  Gregory 
Bedford 

Earth's  Steward 
"In  a  half  century 
our  mastery  has 
extended  from  the 
thin  skin  of  earth's 
atmosphere  to  the 
rim  of  the  solar 
system.  Far  less 
obvious  is  our 
growing  reach 
through  time." 


(Above) 

George  111 

longcase  clock, 
(left)  Bulova 
quartz  clock. 
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Introducing  The  Document  Exchange. 
The  best  of  UPS  by  an  entirely  new  route. 


Now  there's  a  revolutionary  way  to  send  documents  and  files  quickly  and  securely  over  the  Internet.  Welcome  to 
The  UPS  Document  Exchange?'  At  exchange.ups.com  you  can  access  free  software  that  lets  you  address  any  digital  file, 
choose  the  level  of  security  you  need,  and  send  from  your  desktop.  \bu  get  tracking  and  delivery  confirmation.  "Vbur  recipient 
gets  a  universally  readable  file.  And  neither  one  of  you  has  to  wait  for  a  delivery,  stand  by  the  fax  machine,  or  struggle 
with  e-mail  attachments.  It's  fast.  It's  easy.  And  it's  exactly  the  kind  of  innovation  you'd  expect  from  UPS.     I     ^P 

MOVING  at  the  SPEED  of  BUSINESS!   (UpS 

61998  United  fried  Service  of  America,  Inc.  WWW.CXChange.  UpS-COfTI  ^^"® 


Why  can't 


THE  HIGH-END 


COME  DOWN 


TO  YOU? 


Tektronix*  color  printers 

have  been  the  choice  of  the 

most  discerning  graphic 


artists,  scientists,  and 


designers  for  over  fifteen 
years.  Now  we're  bringing 
that  same  quality  to  the 
office,  with  a  line  ol  business 
printers  that  includes  the 
first  $1,995*  network-ready 
color  laser.  It's  everything 

you  want  in  a  printer. 

Performance.  True  1200dpi. 

And  a  price  that  means 

you  can  finally  afford  to 

see  color  at  work. 


for  a  test-drive,  call 


1-800-835-6100,  ext.  5-1551  or 


visit  www.coloratwork.com 


Tektronix 


m 
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Art  deco  Egyptian  Revival 
clock  by  Curlier. 

154  Harriet  Ritvo 

Weaving  the 
Family  Tree 
"The  technology  of 
cloning,  so  far  confined 
to  a  small  number 
of  mammals,  has  the 
potential  to  collapse  our 
notion  of  'generations' 
altogether.  If  Dolly,  the 
famous  Scottish  sheep, 
is  an  exact  replica  of  her 
mother,  does  she  rep- 
resent a  different  gen- 
eration or  not?" 


Goliath  pocket  watch  in 
shagreen-lined  case,  circa  1 900. 

157  Stephen  Jay  Gould 

Scale  Models 
"The  idea  that  time 
continues  to  acceler- 
ate in  a  maddening 
manner — making 
yesterdays  products 
obsolete  before  we  can 
reap  the  benefits  of 
their  use — becomes 
compelling  as  a  defin- 
ing metaphor  for  the 
inception  of  the  new 
millennium." 

Windup  Hopalong  Cassidy 
alarm  clock,  6- inches  tall,  circa 
1940-1950.  Sold  by  Christie's 
for  $900  in  1995. 
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160  Freeman  J.  Dyson         171  George  F.  Smoot 

Gravity  Is  Cool  Life  in  Quantum-Fuzz 

"The  existence  of  life  "Why  is  it  that  time 

depends  crucially  on  only  runs  forward? 

the  fact  that  time  has  That  it  is  necessary  to 

two  faces,  the  quiet  and  be  born,  grow  older, 

the  violent,  cleanly  sep-  and  eventually  die? 

arated  from  each  other.  That  we  plan  our  daily 

The  violent  face  ere-  activities  starting  in  the 

ated  us.  The  quiet  face  morning  and  progress- 

sustains  us  and  allows  ing  through  the  day?" 

us  to  evolve." 

175  Regis  McKenna 
163  Bruce  D.  Perry  Forget  Me  Not 

Gray  Matter  "We  are  now  so  preoc- 

"Hours  in  infancy  have  cupied  with  keeping  up 

more  power  to  shape 
us  than  months  in 
middle  age.  The  rela- 
tive impact  of  time — 
time  lost  or  time 
invested — is  greatest 
early  in  life.  Indeed, 
humanity  is  created  in 
childhood." 

165  Charles  Van  Doren 

If  We  Loved  Time ... 
"We  invented  time  to 
be  free  from  the  igno- 
rance of  the  animals 
who  had  no  past  and 
no  future;  but  we  who 
measure  time  are  in 

Faberge  (Hollming)  enamal 

jeweled  gold  pendant  watch. 

danger  of 
turning  our 
free- 
dom into 
slavery." 

166  Edward 
0.  Wilson 

E.  T.  Stayed 
Home 

"Every  per- 
son's direct 
experience 
of  reality 
is  squeezed 
down  to  a 
span  reaching  from  a 
few  thousandths  of  a 
second,  the  minimum 
interval  required  for  an 
electrical  and  chemical 
transmission  among 
cells  of  a  brain,  to 
about  a  century,  the 
maximum  life  span 
of  a  brain." 


Harvester  alarm  clock. 

with  the  bombardment 
of  new  facts,  new 
developments,  and  new 
points  of  view  that  we 
have  no  time  to  listen 
to  the  past,  or  reflect 
on  even  the  most 
recent  history,  much 
less  to  make  a  judi- 
cious reckoning  of  its 
significance." 

177  William  Gibson 

Dead  Man  Sings 
"Time  moves  in  one 
direction,  memory  in 
another.  We  are  that 
strange  species  that  con- 
structs artifacts  intended 
to  counter  the  natural 
flow  of  forgetting." 

business 
time  193 

TIMESCAPE: 
THE  PACE  OF 
BUSINESS  LIFE 

Virginia  Postrel 

Patchwork  of 
Old  and  New 
"Progress,  in  this 
view,  is  not  a  matter 
of  marching  toward 
Utopia,  step  by  prede- 


Brass  clock  at  Grand  Central 

Station,  New  York. 

termined  step,  but  the 
sum  of  countless 
parallel  individual 
searches,  each  aimed 
at  greater  knowledge 
or  happiness." 

Shaquille  O'Neal 

Shot  Clock 

"What  I  have  learned 
is  that  there  is  nearly  as 
much  pressure  manag- 
ing time  off  the  court  as 
there  is  with  30  seconds 
left  in  a  tie  game." 


Crystal  egg  clock  with  rotating 
quartz  movement  dial  by  Lavigne. 

Tom  Peters 

Quick  Wit 

"This  is  ridiculous.  You 
can't  write  about  time. 
Time  is  everything. 
Time  is  life.  How  the 
hell  do  you  write 
about  it?" 

George  Stalk  Jr. 

The  Time  Paradigm 
"Response  time  is  the 
secret  weapon  of  all 
businesses.  In  feet,  a  com- 
pany's overall  competi- 
tive advantage  is  directly 
tied  to  response  time, 
more  so  than  other  per- 
formance differences." 


Michael  S.  Dell 

Where  House 
"In  the  late  '80s  and 
early  '90s,  Dell  mea- 
sured component 
inventory  in  weeks. 
Today,  we  measure 
inventory  in  days — 
and  soon  we  will  be 
clocking  it  in  hours." 

Rosabeth  Moss 
Kanter 

Simultaneity 
"In  the  digital  age,  time 
becomes  increasingly 
nonlinear.  The  past 
is  present.  All  times 
can  coexist;  time  lags 
between  action  and 
reaction  diminish,  gaps 
between  places  close." 

Michael  Kinsley 

All  the  News 
That  Will  Fit 
"The  feeling  that  time 
is  a  resource  you  once 
squandered,  and  now  it's 
getting  even,  is  one  that 
is  widely  shared,  under- 
standable... and  wrong." 

Ralph  Nader 

Supersonic  Brain 
Shredder 

"The  march  of  time 
has  been  replaced  by 
the  blitz  of  time,  and 
no  one,  short  of  a  her- 
mit, can  escape  the 
pace  without  some  sort 
of  defensive  personal 
philosophy." 

Rick  Segal 

Death  of  a 
Day  Planner 
"The  rooster  needs  no 
alarm  clock;  he  is  one. 
You've  never  seen  a 
Swatch  on  a  salaman- 
der. For  all  their  docu- 
mented intelligence, 
dolphins  don't  use  day 
planners." 
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ay's  turbulent  environment,  the  value  of  sound  advice  is  more  important  than 
ever.  By  combining  the  world's  most  experienced  advisors  and  most  credible  research 
analysts  with  the  power  of  a  full  service  global  investment  bank,  the  CSFB  Technology 
Group  is  the  partner  of  choice  for  technology  companies  and  investors  worldwide. 


s  &  Acquisitions 


$9,100,000,000 

NORTEL 

has  agreed  to  acquire 
Bay  Networks  Inc. 


$1,100,000,000 

CHIRON 

has  agreed  to  sell  its 
diagnostics  business  to 

Bayer  AG 


$122,000,000 


$133,000,000 

has  acquired 
WhoWnere?.  Inc. 

$58,000,000 
has  acquired 
Tripod,  Inc. 
Una)  '  •! 


has  agreed  to  acquire 
Open  Solutions,  Inc. 


Strategic  Financings 


$1,750,000,000 

ClOrWUTER 
A  rlSSOOATES 


$74,625,000 


$490,000,000 

Qaspect 


Zero  Coupon  Convertible 
Subordinated  Debentures 


$45,500,000 


$795,000,000 

Vanstar 

has  agreed  to  merge  with 
InaCom  Corp. 

$58,800,000 

synopsys 

has  agreed  to  sel  its 
Viewlogc  subsidiary  to 

Sprout  Group 


$131,905,000 

VERIO 

Inrtial  Public  Offenng 


$41,400,000 


$493,000,000 


has  agreed  to  acquire 
MEMCO  Software  Ltd. 


Undisclosed 
CO  GartnerGroup 


has  agreed  to  sen  its 
|  GartnerLeaming  subsidiary  to  I 


Harcourt  General,  Inc. 


$129,400,000 


$37,950,000 
31  ACTUATE 


$232,300,000 

61 

berkeley 

has  been  sold  to 
FORE  Systems,  Inc. 

|^j 

^^*^' 

September  1996 

"¥a 

Undisclosed 

netdynamics 

-*]■** 

has  agreed  to  be  sold  to 

i  ^m 

"^1 

Sun  Microsystems,  Inc. 

August  1998 

>1 00,000,000 


Common  Stock  *  I     Revolving  Credit  Facility 


$15,000,000 


t. 


<  in  it] 


Initial  Public  Offenng 


Inrtial  Public  Offenng 


Initial  Public  Offenng 


Revolving  Credit  Facility 


Technology  companies  worldwide,  ranging  from  the  most  exciting  start-ups  to 
established  global  leaders,  choose  Credit  Suisse  First  Boston  Technology  Group  to 
deliver  sound  financing  and  advisory  solutions  in  today's  changing  financial  markets. 


CREDIT    FIRST 
SUISSE    BOSTON 

Technology  Group 


$ 


CJ9 


Swatch  Pop  wristwatches. 

233  Michael  Rothschild 

Profit  by  the  Minute 
"Overhead  costs  are 
time-driven,  not  unit- 
driven.  Just  as  vertical 
integration  had  to  be 
abandoned  for  the 
modern  focus  on  core 
competency,  the  forces 
of  information  age 
economics  will 
force  executives 
to  rethink  the 
way  they  go 
about  profit 
analysis." 

Westdox  alarm  clock. 

social 
time  253 

TIMESCAPE: 
THE  EPIDEMIC  OF 
INNOVATION 

260  Stephen  E.  Ambrose 

Instantly,  Only  Faster 
"At  the  beginning  of  the 
20th  century,  there  was 
a  nearly  universal  belief 
in  the  Western  world  in 


Quartz  liquid  crystal  digital  clock. 

the  idea  of  progress. 
As  the  saying  goes, 
'Every  day  in  every 
way,  things  are  getting 
better  and  better.' " 

262  Louis  Auchincloss 

The  Persistence  of 
the  WASP 

"If  the  ancien  regime 
in  France  had  shown 
the  adaptability  of  the 
American  old  guard,  the 
Reign  of  Terror  never 
would  have  occurred." 


266  Kurt  Vonnegut 

Old-Fangled  Gadgets 
"To  ask  what  the  pace 
of  new  technologies  is 
doing  to  something 
called  'us'  is  to  assume 
that  we  are  parts  of 
one  big  animal.  We  are, 
in  fact,  a  myriad  of 
separate  universes, 
each  with  its  own  way 
of  celebrating  or 
fending  off  or  ignor- 
ing the  effects  of 
new  and  old  tech- 
nologies alike." 

268  Gloria  Naylor 

The  Next  Stop 
"Different  societies 
have  different  meth- 
ods for  dissecting  the 
'now.'  In  traditional 
African  society,  time 
is  a  companion  that 
travels  with  you. 
In  Senegal  one  may 
see  people  waiting 
patiendy  along  the 
road  for  a  bus  that  may 
or  may  not  arrive 
that  day^' 

272  Daniel  Schorr 

I'm  Late,  I'm  Late... 
"Time  has  become  the 
new  commodity — the 
scarcity  of  which  is 
conspicuously  displayed 
as  a  sign  of  status." 


278  Richard  Rodriguez 

Crossing  into  El  Futuro 
"History  began  with 
Plymouth  Rock.  Time 
moved  west  —  across 
the  plains,  over  the 
Rockies.  The  future 
beckoning  — 'Go  west, 
young  man!' — toward 
the  lowering  sun." 


Standard  wall  clock,  an 
office  favorite. 

281  Nicholas  Lemann 

A  Fool's  Goal 
"Want  to  get  your  chil- 
dren into  Harvard  as 
a  prelude  to  a  life  of 
fame  and  fortune? 


274  Camille  Paglia 

Rock  Around  the  Clock 
"Nature's  clock  ticks 
behind  technology's 
facade.  Try  as  we  will 
to  perfect  society's 
gleaming  lattice- 
work of  metal  and 
microfiber,  we  are 
hostage  to  our  stub- 
born bodies,  which 
still  pulse  to  primeval 
rhythms." 


Wristwatches:  Breguet  New 
Marine;  Gold  Rolex  Oyster; 
and  Fortune-telling  Casio. 

Then  take  away  those 
books  and  get  to  work 
on  paring  a  few  milli- 
seconds off  their  reac- 
tion time." 

282  Stanley  Crouch 

A  Tragic  Optimist 
"Civilization  never  lives 
happily  ever  after.  It 
maintains  a  running 
battle  because  there  is  no 
other  way  to  sustain  the 
processes  that  instruct 
us  in  humanity  and  lift 
us  up  from  our  core 
identities  as  narcissistic 
animals." 


Emerson  clock  radio. 
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THE    PEOPLE   WHO    CAN'T    FIND    VALUE    IN    YOUR 
OFFERING    MAY    NOT    KNOW   WHERE   TO    LOOK. 


While  it  seems  abstract,  the  real  value  of  your  brand  may  be  intangible.  This  is  something  many 
of  your  customers  can't  easily  grasp-unless  you  reveal  it  to  them.  We  help  your  customers  spot  the 
important  differences  that  go  beyond  what  is  in  your  products.  By  combining  strategic  savvy 
with  genuinely  integrated  marketing  communications  fueled  by  the  new  power  of  electronic 
commerce,  we  create  value  that  no  one  has  to  search  for.  To  learn  more  about  how  we  make 
bold  and  lasting  impressions  for  business  brands,  visit  www.hsr.com  or  call  513.671.3811. 


GET   IN   TOUCH   WITH    YOUR    INTANGIBLES." 


Hensley  Segal  Rentschler. 


INTEGRATED     MARKETING     COMMUNICATIONS 


B'°B 


Advertising  Age's  Business  Marketing  Agency  of  the  Year  1 994  &  1997 


If  we  had  'em,  we'd  move  'em. 

■  What  exactly  is  standing  between  Mississippi 
and  the  number  one  spot  on  your  site  list?  We 
want  to  know.  Because,  no  matter  how  insur- 
mountable that  obstacle  might  seem,  there's  a 
very  good  chance  we  can  do  something  about  it. 

■  Call  1-800-340-3323,  and  we'll  tell  you  a  little 
more  about  Mississippi,  our  incentives  and  the 
aggressively  pro-business  environment  we've 
created.  You'll  see  that  with  the  right  attitude, 
just  about  anything  is  possible. 


Mississippi.  We  can  do  that 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


"Keen  instruments,  strung  to  a  vast  precision. 
Bind  town  to  town  and  dream  to  ticking  dream." 

-  Hdrt  Crdne 


VERY  MOMENT  MAY  BE  A  WINDOW  Ofl  all 

time,  as  Thomas  Wolfe  wrote,  but  in 
high  technology  the  opposite  is  also 
true.  Within  a  single  second  lies  an 
entire  universe  in  cyberspace.  Take 
that  second  and  pull  out  one  thousandth 
of  its  span,  then  repeat  that  process  again 
and  again  and  again. ..and  you  will  still  find 
a  world  jammed  with  digital  events:  events 


that  occur  a  million,  a  billion,  even  a  tril- 
lion times  -  the  equivalent  of  every  word 
spoken  or  written  by  humanity  in  the  last 
half-million  years -and  all  of  it  in  the  span 
of  a  single  breath. 

This  is  not  only  awesome  but  trans- 
formative. We  are  becoming  increasingly 
haunted  by  the  span  of  time  in  the  micro- 
electronic world.  Nothing  in  the  daily 


experience  of  living  things  has  ever  had 
such  time  "density." 

Study  the  timescape  of  technical  time, 
the  growing  list  of  events  occurring  in  tiny 
corners  of  a  single  second,  and  you  be- 
gin to  see  not  only  a  chronology  but  a 
cosmology.  High  technology  is  rapidly 
becoming  a  universe  in  itself '-^one  in 
which  we  are  the  aliens.  ► 


b  i     Robei  '    R ."!  sc  henbe 


mis  is  wnere  corporate 


Nostalgia?  Not  really.  The  assumptions  and  methods  modern 
enterprises  still  use  to  manage  costs,  resources,  and  profits  are  a 
legacy  of  the  Eisenhower  era. 

The  decision-making  methods  in  widespread  use  today  were 
designed  for  simpler  organizations  and  slower  times.  They  can't 
take  into  account  today's  realities  of  global  competition,  rapidly- 
emerging  technologies,  and  fast-changing  customer  demands. 

Advonced  information  and  communication  technologies  make  for 
faster  decisions,  not  better  decisions.  For  all  the  speed  and 
sophistication  gained  in  the  post  50  years,  most  organizational 
improvement  initiatives  fail  to  ield  the  expected  bottomline 
benefits.  It's  a  case  of  trying  to  analyze  and  evaluate  modern 


options  and  opportunities  with  antiquated  decision-making 
approaches  of  a  bygone  era. 

QuestOne's  technology  has  redefined  the  way  21st  century  enterprise 
leaders  make  decisions.  Our  tools  make  inaccurate  financial  impact 
predictions  and  unreliable  outcomes  a  thing  of  the  past. 

Call  for  your  complimentary  copy  of  our  latest  white  papers: 

Brave  New  World,  Broken  Old  Tools: 
Why  Corporate  Decisions  Are  Missing  the  Mark 

Time  Is  Money  ...Or  Is  It? 

Integrating  Cash,  Capacity  and  rime:  The  21st  Century 
Executive  Challenge. 


Decision  making  Got  Stuck. 


^^■■■■■P 


Call  for  information  about  our  upcoming  Executive  Briefings: 

The  Real  Y2K  Threat:  How  Antiquated  Decision-Making 
Methods  Clash  With  21st  Century  Realities 

February  1999  in  Atlanta 
March  1999  in  Dallas 

QuestOne  Decision  Sciences  Corporation 

3400  Bath  Pike,  Suite  200,  Bethlehem,  PA  18017 
(800)495-5506     FAX  (610)  867-8240 

www.questone.com/forbes 
info@questone.com 


r\  QuestOne 

_A_     DECISION    SCIENCES 


Integrating  Cash,  Capacity  and  Time1 


If  we  had  'em,  we'd  move  'em. 


■    What  exactly  is  standing  between  Mississippi 


and  the  number  one  spot  on  your  site  list?  We 


want  to  know.  Because,  no  matter  how  insur- 


mountable that  obstacle  might  seem,  there's  a 


very  good  chance  we  can  do  something  about  it. 


Call  1-800-340-3323,  and  we'll  tell  you  a  little 


more  about  Mississippi,  our  incentives  and  the 


aggressively   pro-business  environment  we've 


created.  You'll  see  that  with  the  right  attitude, 


just  about  anything  is  possible. 


Mississippi.  We  can  do  that 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


A  minidisc  rotates  one  foot 
(constant  Linear  velocity). 


Duration  of  a  television  picture. 


Zuse  12  calculator,  introduced  in 
1938,  can  perform  addition  and 
subtraction  computations. 


.0167 

'         A    (I 


**/'       SIN 

'  >Vr-'°417 


V       it     *"?    7    Duration  of  a  frame 
1'fc  k  J    in  motion  pictures. 


A  floppy  disk  rotation.  r\\  S^- 


.00437 

VHS  video  moves  an  inch. 


.00240 

Beta  E  type  video  moves  an  inch. 


The  acoustic  prop! 
a  rocket  during  tal 


.000625 

A  dozen  bits  of  vida 

telephone  data  are  I 


■MMM 


Philosophers  debate  the  viability  of  a  uni- 
verse existing  within  a  tingle  grain  of  sand. 
With  the  advancement  of  technology,  we 
have  turned  this  debate  into  one  not 


of  space  but  of  time.  The  brave 
new  world  that  we  present  to  you 
in  this  chart,  much  like  the  mini- 
ature universe,  exists  in  the  blink 
of  an  eye.  In  this  brief  timescape 
numerous  man-made  technological  phe- 
nomena take  place — a  universe  of  compu- 
tations, transmissions,  and  other  actions, 
all   undetectable  by  our  consciousness. 


As  each  and  every  second  is  divided  into 
tenths,  a  single  tenth  of  a  second  can  be  por- 
tioned into  hundredths.  The  pattern  repeats 
itself  until  we  arrive  at  the  ridiculously 
small  measurement  of  one  ten-tril- 
lionth  of  a  second.  (Of  course,  to  go 
further  would  only  induce  dizzi- 
ness.) We  have  chosen  to  represent 
the  various  magnitudes  as  a  multitude 
of  orbits  in  our  chart.  Comprehending  minus- 
cule durations  of  time  is  analagous  to  under- 
standing Pluto,  the  most  mysterious  and  least 
attainable  of  the  planets.  Enjoy  the  journey. 


Design  by  TDC/The  Design  Company 


The  first  minicomputer  could 
perform  multiplication  and 
division  computations. 


.00400 

High-speed  arc  welding  robot 
moves-one  centimeter  while 
repositioning  itself  between  welds. 


The  exhaust  of  a  rocket  during 
takeoff  moves  one  foot.    ■ 


.0000347 

One  bit  is  transmitted 

over  a  28. 8K  modem. 


.000104 

One  bit  of  a  fax  transmission. 


oo0\  sec 


.0000667 

IBM's  NORC  supercomputer  can 
compute  an  instruction. 


A   RS232  cable  at  its  maximum 
length  of  50  feet  transmits  one  bit. 


■■■■■■■■■(■■Hi 
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High-quality  digi 
audio  sample. 


.0000179 

One  bit  is  transmitted 
over  a  56K  modem. 


it  sec- 


.00000133 

8088  microprocessor  can  compute 
an  instruction. 


Analog  TV  broadcasts  one  bit. 


■WML. 

i}T>17i,  MB 
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in  a  semiconductor  travel  one  foot. 


An  Ethernet  connection  transmits  one  bit. 


.00000260 

Standard  HDSL  connection 
transfers  one  bit. 


Under  equilibrium  conditions,  electron  carriers 


■  .000000189 
,   j  The  386  microprocessor  can 
compute  an  instruction. 


.0000000734 

E-IDE  transfer  time  of  one 
byte  for  peripherals. 


The  first  version  of  the  Pentium  can 
compute  an  instruction. 


.    .00000000161 
ATM  (asynchronous  transfer  mode)  bandwidth 
networks  transmit  one  bit. 


liinn 


Silicon  bipolar  transistors  pass  30  watts. 


Decision  Making  Got  Stuck. 


Call  for  information  about  our  upcoming  Executive  Briefings: 

The  Real  Y2K  Threat:  How  Antiquated  Decision-Making 
Methods  Clash  With  21st  Century  Realities 

February  1999  in  Atlanta 
March  1999  in  Dallas 


QuestOne  Decision  Sciences  Corporation 

3400  Both  Pike,  Suite  200,  Bethlehem,  PA 
(800)495-5506     FAX  (610)  867-8240 

www.questone.com/forbes 
info@questone.com 
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Integrating  Cash,  Capacity  and  Time1 


The  first  minicomputer  could 
perform  multiplication  and 
division  computations. 


.00400 

High-speed  arc  welding  robot 
moves  one  centimeter  while 
repositioning  itself  between  welds. 


.000219 

The  exhaust  of  a  rocket  during 

takeoff  moves  one  foot.    ■ 


.0000167 

"The  400«  ,i 
microproca, 
can  compir 


.0000347 

One  bit  is  transmitted 
over  a  28. 8K  modem. 


.000104 

One  bit  of  a  fax  transmission. 


+- 


.0000667 

IBM's  NORC  supercomputer  can 
compute  an  instruction. 


.0000500 
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Silicon  bipolar  transistors  pass  30  watts. 
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The  Mission 


BY     MICHAEL 
S.    M  A  L  0  N  E 


N  the  frenetic  world  of  Silicon  Valley, 
where  the  daily  obsession  is  to  shave 
a  microsecond  from  every  transmis- 
sion, revision,  and  decision,  a  vital  les- 
son about  time  lies  unnoticed.  As  we 
spend  billions  struggling  to  glimpse 
just  one  product  generation  ahead, 
a  prophecy  about  our 
future  lies  with  two 
Ohlone  Indian  skulls 
buried  to  the  eye- 
balls, cranium  down, 
in  a  box  of  rice. 

At  the  very  heart 
of  Silicon  Valley  sits 
Santa  Clara  Univer- 
sity, an  oasis  of  adobe 
buildings  and  gar- 
dens surrounded  by 
a  sea  of  industrial 
parks  and  suburban 
housing  developments.  And  at  the  uni- 
versity's heart,  literally  and  emotionally, 
is  Mission  Santa  Clara,  founded  by  the 
Franciscan  order  in  1777. 

Around  the  mission  lie  rose  gardens, 
wisteria  walks,  and  one  old  adobe  wall. 
Each  tells  a  story.  But  the  story  told  by 
the  rose  garden  is  the  most  terrible. 
There,  beneath  the  thorns,  and  yellow 
and  salmon  and  red  petals,  trapped 
within  the  deep  and  gnarled  roots,  are 
the  skeletons  of  an  untold  number  of 
Ohlone  Indians,  young  and  old,  victims 
of  smallpox  and  chicken  pox,  mumps 
and  measles...  but  most  of  all,  victims  of 


Hundreds 
of  years  of 

Silicon  Valley 
history  give  us 

a  glimpse  of 
the  future. 


the  passage  from  one  era  to  the  next. 
They  are  the  first  valleyites  to  be  sacri- 
ficed to  the  unforgiving  passage  of  time. 
The  Ohlones  ruled  the  valley  for  sev- 
eral thousand  years.  Yet  now  all  that 
remains  of  them  is  a  few  dusty  fragments 
tucked  away  in  Tupperware  bins  in  the 
abandoned  football 
team  locker  room. 
There,  in  the  remotest 
building  on  campus, 
archaeologist  Russell 
Skowronek  manages 
a  staff  of  two  assis- 
tants and  five  student 
volunteers  as  they  race 
to  save  the  artifacts 
from  the  oblivion  of 
asphalt  parking  lots 
and  poured  concrete 
foundations.  What 
they  have  found  and  cataloged  is  the 
detritus  of  Americas  manufacturing  his- 
tory, a  rag-and-bone  shop  of  early  Cal- 
ifornia culture:  a  poker  chip,  slate  pen- 
cil, crockery  toy  marble,  shriveled  peach 
pits,  the  lower  half  of  a  glass  mustard 
container,  and  other  shattered  and  yel- 
lowed objects  pulled  from  university 
grounds  and  the  remains  of  a  privy  from 
a  forgotten  Santa  Clara  tannery.  And, 
shockingly,  the  pair  of  Ohlone  skulls  in 
the  desiccant. 

Sitting  in  the  university's  faculty 
club,  Skowronek  anxiously  stirs  his  ►  30 
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Having  lived  without  time,  the 


■4  28  coffee.  An  energetic  man  with  a  long  mustache,  he 
speaks  quickly,  like  a  man  used  to  not  being  heard. 

"We're  sitting  right  now  on  ground  zero  of  the  modern 
computer  age,"  he  says.  "You  already  knew  that.  But  what  you 
didn't  know  is  that  it  started  220  years  ago." 

Skowronek  smiles.  "Let  me  explain.  Before  1777  the  Ohlone 
Indians  lived  in  a  cyclical  world.  It  hadn't  changed  in  10,000 
years,  not  since  the  last  Ice  Age.  There  was  really  no  sense  of 
time  being  linear,  only  circular.  The  seasons  came  and  went. 
You  hunted  or  you  planted. 
It  was  not  a  time-based 
world.  In  fact,  despite  our 
arrogance  about  how  much 
better  our  lives  are  today, 
we  estimate  that  it  took 
only  one  adult  Ohlone  just 
20  hours  per  week  to 
feed  and  shelter  his  or  her 
family." 

It  was  not  a  long  life, 
Skowronek  continues,  nor 
an  especially  complex  one. 
The  Ohlone  lived  in  clans 
that  rarely  interacted  — 
except  for  the  occasional 
fight  or  marriage  —  with 
neighboring  clans  just  a 
half  mile  away.  With  little 
east-west  trade,  clans  that 
lived  just  a  mile  from  San 
Francisco  Bay  might  never 
eat  a  fish  or  a  clam  but 
instead  subsisted  largely 
on  deer  and  on  acorns 
pounded  into  meal.  The 
early  European  explorers 
of  the  region  were  frus- 
trated when  the  guide  from  one  clan  would  lead  them  only 
as  far  as  the  next  stream  and  then  refuse  to  go  on  in  fear  of 
losing  his  life. 

"It  all  ended  in  January  1777,  with  the  founding  of  the 
mission,"  says  Skowronek.  "Suddenly,  the  Ohlone  found  them- 
selves in  time.  Western  European  time.  Life  at  the  mission  was 
run  by  the  bell.  You  got  up,  ate,  prayed,  worked,  and  signed 
off  the  day  at  midnight  with  the  bell.  And  from  the  moment 
the  mission  bell  rang  for  the  first  time,  the  clocks  of  Santa 
Clara  Valley  began  —  and  they  kept  going  faster  every  year." 

It  wasn't  just  the  priests  who  were  trapped  in  this  time 
but  the  Ohlone  as  well.  Having  lived  millennia  without 
time,  they  had  no  resistance  to  the  temporal  march  ringing 
each  day  from  the  mission  tower. 

Mission  Santa  Clara  soon  became  the  locus  for  all  activ- 
ity in  the  valley.  Suddenly,  clans  that  hadn't  moved  more  than 
five  miles  in  500  years  were  crossing  ancient  boundaries 
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and  making  regular  visits  to  the  mission  to  trade.  Many 
chose  to  stay  and  live  near  the  mission  grounds.  Stunted  for 
generations,  trade  soon  flourished,  as  did  communications 
between  clans.  For  the  first  time  the  Ohlone  became  a  dis- 
tinct tribe  but  in  the  process  gave  up  the  50  subdialects  and 
unique  styles  of  family  artisanship  that  had  long  distinguished 
them.  Their  arts  and  languages  hybridized  into  single,  com- 
mon forms.  In  listening  to  the  time  bell,  the  Ohlone  had 
embarked  on  a  path  from  which  there  was  no  going  back. 

The  Ohlone's  vulner- 
ability to  the  bell  was 
emblematic  of  a  lack  of 
resistance  to  many  things 
Western,  most  horribly 
contagion.  In  the  first  three 
decades  of  the  mission's 
existence,  hundreds  of 
Ohlone  died  from  epi- 
demics of  childhood  dis- 
eases to  which  they  had  no 
immunity.  Those  baptized 
were  buried  in  what  is 
now  the  rose  garden.  But 
many  others  died  from  less 
obvious  causes  that  never- 
theless were  tied  to  the 
Western  European  pattern 
of  time:  diet,  overwork, 
industrial  accidents,  medi- 
cine, and  the  stress  of  liv- 
ing in  a  timed  world. 

"This  new  world  not 
only  changed  the  pace  of 
the  valley  but  even  its 
look,"  says  Skowronek. 
"The  daily  demands  of 
commerce,  faith,  and 
schooling  meant  you  had  to  build  more  and  more  build- 
ings and  homes.  That  meant  roof  tiles  and  adobe  bricks, 
and  that  in  turn  meant  kilns.  And  kilns  meant  charcoal, 
and  that  meant  oak  trees.  And  that  deforested  the  valley 
floor,  which  meant  no  more  acorns  for  the  Ohlone.  From 
now  on  they  had  no  choice  but  to  eat  a  Western  diet  and 
live  a  Western  life." 

By  1827  and  the  end  of  the  valley's  first  modern  era, 
Santa  Clara  Mission  was  home  to  1,462  people.  Spanish  was 
now  the  lingua  franca.  Tens  of  thousands  of  cattle  roamed 
the  valley  floor,  and  the  first  vineyards  were  planted  near 
the  mission.  Alta  California,  because  of  its  unique  loca- 
tion on  the  Pacific  Rim,  also  rapidly  became  a  center  for 
trade  in  a  global  economy:  The  priests  wore  silk  vestments 
from  China,  and  mission  residents  regularly  bought  items 
imported  from  Acapulco  and  Mexico  City,  the  Philippines, 
Spain,  and  even  England. 


ihlone  had  no  resistance  to  it. 


The  second  revolution  in  valley  life,  which  occurred  in 
the  decade  after  1845,  was  as  profound  as  the  first,  and  it 
teaches  the  same  lessons.  One  is  that  technological  change 
not  only  produces  wholly  new  types  of  products  but  it  also 
forces  the  reorganization  of  the  society  around  it.  Further- 
more, this  reorganization  is  not  just  structural  but  tempo- 
ral. Its  participants  physically  and  culturally  restructure  the 
world  and  society,  and  inhabit  an  irrevocably  new  timescape 
with  its  own  unique  rhythms  and  cycles. 

The  third  lesson  is  the 
most  disturbing:  When  a 
society  encounters  such 
a  point  of  inflection,  it 
divides  into  two  groups. 
One  group,  usually  the 
majority,  which  cannot  or 
will  not  cross  over  to  the 
new  world,  is  lost.  The 
other,  the  minority  that 
does  cross  over,  to  be 
joined  by  the  next  genera- 
tion and  new  arrivals, 
establishes  a  new  identity 
so  complete  as  to  erase  all 
traces  of  the  people  they 
were  before. 

"You  see  it  at  the  mis- 
sion during  the  first  half 
of  the  19th  century,"  says 
Skowronek.  "You  start  out 
with  50  clans,  and  almost 
overnight  they  become 
Ohlone  Indians.  Then 
come  the  Catalonian  Span- 
ish priests  and  the  mestizo 
soldiers.  Before  long,  they 
are  Californians.  Then,  in 
the  1840s,  the  Anglos  arrive.  They  are  squatters  —  at  least 
.until  the  Bear  Flag  Revolt  and  the  gold  rush.  Then  they 
become  'pioneers.' 

"It  would  be  easy  to  say  these  are  merely  changes  in 
nomenclature,  mixed  with  some  public  relations.  But  in  fact, 
these  name  changes  represent  a  fundamental  transformation. 
These  before-and-after  groups,  even  when  they  include  the 
same  people,  inhabit  very  different  worlds." 

No  group  felt  this  change  more  than  the  Ohlone.  The 
few  who  had  survived  the  first  revolution  in  time  had, 
within  a  few  years,  stopped  being  Indians  and  became,  in 
an  odd  metamorphosis,  Mexicans.  "Then,"  says  Skowronek, 
"after  U.S.  statehood,  they  became,  basically,  nothing.  They 
were  disenfranchised,  dehumanized.  And  in  response  they 
simply  disappeared.  They  hid  as  best  they  could  in  the  eth- 
nic population,  losing  their  Ohlone  identity.  Their  descen- 
dants wouldn't  emerge  again  until  it  was  safe,  in  our  time." 


Meanwhile,  the  Spanish/Californians,  too,  became 
Mexicans  and  were  largely  marginalized  as  the  valley 
filled  with  new  immigrants  —  Irish,  Italian,  Yugoslavian 
(Americans)  —  who  easily  adapted  to  the  new  pace  of  life. 
One  of  these  was  a  German,  Jacob  Eberhard,  who  bought 
a  tannery,  itself  the  descendant  of  a  tanning  works  that  was 
as  old  as  the  mission,  from  his  father-in-law.  Lasting  nearly 
170  years  until  finally  closing  its  doors  after  the  Second 
World  War,  the  tannery  was  the  most  enduring  business  in 

valley  history.  Eberhard 
brought  the  latest  inven- 
tions and  consumer  prod- 
ucts to  the  factory  and  his 
own  home.  By  1880  his 
home  featured  a  privy  and 
new  Edison  lights,  and  the 
tannery  had  become  a 
giant  complex  of  a  dozen 
buildings  beneath  a  tow- 
ering, belching  smoke- 
stack. The  tannery  was  a 
foul-smelling,  unpleasant 
place  to  work  —  and  wasn't 
very  popular  at  the  new 
college  campus  across  the 
street  when  the  wind 
shifted.  Nevertheless,  it  was 
on  the  cutting  edge  of 
American  technology  in 
the  years  after  the  Civil 
War.  Leather  was  the  plas- 
tic, the  silicon,  of  the  19th 
century,  and  nobody  made 
it  better  than  Eberhard. 
At  its  peak,  the  factory 
shipped  900,000  pounds  of 
cow,  calf,  and  sheep  hides 
throughout  the  world,  most  notably  to  the  shoe  factories  of 
Lowell,  Massachusetts.  But  Eberhard  wasn't  just  a  mass  pro- 
ducer of  rendered  flesh;  he  produced  some  of  the  best  sad- 
dle leather  on  the  planet,  the  finest  of  which  became  part 
of  a  bejewcled,  silvered,  and  gilded  $10,000  saddle  ordered 
by  the  101  Wild  West  Show.  It  was,  according  to  contempo- 
rary accounts,  "the  most  beautiful  and  high-priced  saddle  in 
the  United  States." 

The  world  of  the  Eberhard  Tannery  in  the  1880s  was  one 
of  alarm  clocks  and  pocket  watches,  factory  whistles  and 
train  schedules.  This  was  the  new  timescape,  and  those  who 
could  adapt  to  its  regime  survived.  Those  with  a  gift  for 
it  thrived.  Once  again,  the  new  time  transformed  the  land- 
scape. An  added  level  of  complexity  had  been  bolted  to  the 
manufacturing  process.  Now  there  was  a  hierarchy  of  order 
processing,  from  customer  to  retailer  to  distributor  to 
manufacturer  to  supplier  (like  Eberhard)  and  back  again.  ►  32 
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<31  This  system  demanded  the  rapid  transfer  of  informa- 
tion and  material,  and  soon  the  valley  was  crisscrossed  with 
telegraph  wires  and  railroad  tracks.  And  where  they  and  the 
cattle  ranches  met,  towns  appeared.  The  mission  faded  in 
importance  to  the  commercial  centers  of  the  valley.  Increas- 
ingly, the  mission  became  an  object  of  nostalgia  for  the  past, 
not  a  part  of  the  active  present. 

The  valley  floor  itself  was  now  one  vast  cattle  ranch,  with 
the  last  of  the  great  oak  trees  felled  or  killed  by  grazing. 
Living  in  hovels,  the  sur- 
viving ancient  Ohlones 
died  out.  Meanwhile,  in 
1881  Martin  Murphy  Jr., 
founder  of  what  is  now 
Sunnyvale  and  owner  of 
most  of  the  ranch  land  in 
the  valley  —  indeed,  the 
largest  private  landowner  in 
the  world  —  celebrated  his 
golden  wedding  anniver- 
sary by  inviting  the  entire 
state  to  a  party.  An  arrogant 
man  celebrated  not  just  his 
own  wealth  and  power  but 
also  the  victory  of  the  in- 
dustrial world.  Trains  were 
chartered  from  around  the 
state;  hundreds  of  cattle 
were  slaughtered.  Eberhard 
was  there,  as  were  all  of  the 
successful  businessmen  of 
Santa  Clara  Valley  This  was 
their  moment,  the  high 
watermark  of  their  era. 

Yet  even  as  they  were 
celebrating,  that  era  was 
coming  to  an  end.  Within  a  decade  the  cattle  ranches  would 
almost  be  gone,  replaced  by  miles  of  fruit  trees.  Technology 
had  once  again  sped  up  the  clock.  Thanks  to  artesian  wells 
and  water  pumps,  mass  production,  marketing,  and  reliable 
railroads  and  highways,  Santa  Clara  Valley  was  now  the  Val- 
ley of  Heart's  Delight,  with  the  most  prosperous  orchards  in 
the  nation.  The  valley  moved  on  corporate  time,  the  punch 
clock,  and  the  Taylor  Method:  In  the  vast  new  Del  Monte  and 
Libby  canneries,  workers  were  shown  time-motion  films 
on  how  to  cut  apricots  and  boil  cherries  and  pit  prunes. 
The  flats  of  goods  were  wrapped  in  colorful  promotional 
labels,  sold  according  to  Chicago  Board  of  Options  Exchange 
prices,  and  shipped  by  rail  to  markets  in  Minneapolis 
and  Manhattan. 

The  children  of  the  deceased  Martin  Murphy  and  Jacob 
Eberhard  now  lived  in  turreted  gingerbread  homes  in  down- 
town San  Jose  and  sent  their  well-dressed  sons  to  Santa  Clara 
University  and  their  daughters  to  the  College  of  Notre  Dame. 
The  local  towns  swelled  with  the  new  cannery  workers  from 
Portugal  and  Eastern  Europe,  who  deposited  their  wages 
at  the  new  Bank  of  Italy  (soon  to  be  Bank  of  America). 


Mansions  now  lined  the  Alameda  from  the  old  mission 
to  San  Jose,  the  very  path  once  taken  by  the  Franciscans. 
And  in  the  spring,  the  streets  would  whiteout  from  a  bliz- 
zard of  blowing  fruit  blossoms.  Busy  drivers,  rushing  to  work 
in  the  new  corporate  time,  complained  about  the  nuisance 
to  city  magistrates. 

Once  again,  as  time  accelerated  and  the  valley  floor  was 
transformed,  and  as  the  production  process  grew  more  sub- 
tle and  complex,  the  people  again  changed.  The  aging  pio- 
neers, now  distinguished 
but  anachronistic,  were 
trotted  out  at  museum 
openings  and  interviewed 
by  the  local  paper  about 
how  it  was  in  the  old  days. 
And  thanks  to  a  new  gen- 
eration of  writers  like  Jack 
London  and  local  publica- 
tions like  Sunset  magazine, 
a  cult  of  nostalgia  sprang 
up,  creating  an  enduring 
myth  of  graciousness  out 
of  the  hard  life  of  the  mis- 
sion  era.  By  the  1920s, 
houses  in  a  growing  num- 
ber of  new  valley  devel- 
opments featured  walls 
painted  in  adobe  hue,  tile 
roofs,  and  even  little  ersatz 
bell  towers  —  along  with  a 
garage  to  house  that  most 
representative  object  of  the 
new  timescape.  Yet  even  as 
the  Valley  of  Heart's  Delight 
was  celebrating  its  new- 
found luxury,  two  young 
men,  Bill  Hewlett  and  David  Packard,  were  turning  on  the 
switch  of  their  new  audio  oscillator,  in  whose  high-frequency 
waves  could  be  heard  the  squeal  of  the  valley's  next  era. 
Then,  in  1955,  two  years  after  a  feeble  Eberhard  Tannery 
finally  shut  its  doors,  William  Shockley,  armed  with  a  team 
of  brilliant  young  men  and  a  Nobel  Prize  for  creating  the 
transistor,  returned  to  his  old  hometown  to  reset  the  clock 
and,  in  doing  so,  annihilate  the  valley  of  his  childhood. 

It  is  a  curious  fact,  long  known  to  biologists,  that  every 
animal  —  from  the  torpid  giant  tortoise  to  the  frantic  house- 
fly—  is  given  as  its  birthright  about  1  billion  heartbeats.  Even 
that  cynosure  of  the  ephemeral,  the  mayfly,  gets  its  109  as  a 
larva  before  its  brief  fling  at  flight. 

Why  a  billion  —  2  at  most  —  and  not  more?  The  answer 
seems  to  lie  in  some  kind  of  clock  within  the  cells.  It  is  as  if 
the  Almighty,  with  uncharacteristic  democracy,  ordained  that 
every  species  would  have  its  same  threescore  and  ten,  the 
same  span  of  experiences,  no  matter  how  quickly  or  slowly  it 
was  forced  to  live  them.  Clotho  may  change  the  content  of  each 
life's  thread,  but  Lachesis  always  draws  out  the  same  ►  34 
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Nobody  ever  said  running  a  business  was  going  to  be  easy.  Of  course,  there  are  ways  to  make  yours  more 
capable.  More  competitive.  More  connected.  Take  3Com  networking  solutions  for  growing  companies.  They'll  help 
you  make  the  most  of  everything  from  e-mail  to  e-commerce.  Visit  www.3com.com/moreconnectedbusiness  for  the 
facts.  And  discover  why  3Com  has  connected  more  people,  to  more  networks,  in  more  ways  than  any  other  company. 


<  32  length  for  Atropos  to  cut.  And  all  of  our  vast  and  costly 
struggles  —  medicine,  nutrition,  safety,  genetic  engineering — 
to  extend  this  deadly  timer  will,  it  seems,  at  most  improve 
our  fateful  number  of  heartbeats  by  a  factor  of  two. 

But  in  the  digital,  solid-state  world  that  is  the  new 
metronome  of  valley  life,  it  is  a  different  story.  The  modern 
integrated  circuit  chip  will  soon  be  able  to  perform  approx- 
imately 1  billion  operations  per  second.  One  gigahertz.  A 
billion  electronic  heartbeats:  the  equivalent  of  a  lifetime  in  a 
single  second.  And,  of  course,  at  the  end  of  those  billion  beats, 
there  won't  be  a  tiny  electronic  death 
but  another  billion-beat  second,  and 
another.  And,  since  silicon  is  incred- 
ibly stable  and  invulnerable  to  almost 
everything  but  cosmic  rays,  there  will 
be  a  billion  more  of  these  digital  life- 
times for  each  chip  —  more  than  all 
the  generations  of  life  on  earth  — 
before  it  goes  dark. 

This  is  the  new  clock,  our  clock, 
the  timepiece  of  the  valley's  digital 
era.  This  is  the  mission  bell  that  tolls 
quicker  than  the  synapses  can  arc 
across  our  brains,  that  counts  out  an 
eternity  of  silicon  days  in  the  time  it 
takes  to  blink  your  eye.  And  thanks  to  Moore's  Law — that 
defining  rule  of  our  lives  and  augury  of  our  future  super- 
fluity—  this  new  silicon  clock  will  grow  faster  and  faster,  dou- 
bling in  speed  every  few  years,  until  it  too  produces  whole 
cosmologies  of  change  that  are  beyond  human  comprehen- 
sion. And  what  then?  What  happens  when  the  next  clock 
resets  the  time  once  again?  Who  gets  through  the  next  time, 
and  what  do  they  become? 

Look  at  any  newspaper,  magazine,  or  television  show;  surf 
the  Net;  shop  at  the  local  department  store;  listen  to  the  words 
you  use  in  daily  speech:  Silicon  Valley  is  now  the  center  of 
the  world,  the  greatest  creator  of  new  wealth  and  employ- 
ment in  human  history,  the  dynamo  of  innovation  trans- 
forming the  modern  world,  the  creator  of  a  new  paradigm 
that  is  redefining  the  way  we  speak,  live  our  daily  lives,  even 
how  we  see  the  world.  And  in  this  digital  universe,  Silicon 
Valley  is  the  new  Greenwich:  We  build  the  clocks  and  set  the 
pace;  the  world  revolves  around  our  time.  We  are  sui  generis, 
we  are  unique  in  all  the  world  and  all  of  history,  we  are  with- 
out precedent,  and  without  end.  The  '90s  have  been  our 
golden  age  —  this  has  been  our  great  party,  and  we  have 
invited  the  whole  world  to  attend.  We  speak  knowingly  of 
long  booms  and  perpetual  prosperity  as  if  God  himself  has 
blessed  our  good  works  with  immortality. 

Yet  the  lesson  of  the  past  is  that  none  of  this  is  new,  only 
the  magnitude.  In  fact,  in  the  220  years  of  modern  Santa 
Clara  Valley  history,  there  have  been  three  other  such  eras. 
Each  of  them  was  kicked  off  by  a  technological  revolution, 
each  of  them  operated  to  a  different  and  faster  clock,  each  of 
them  was  global  in  scope,  each  of  them  transformed  the 
nature  of  the  valley  itself  and  the  self-image  of  its  residents, 
and  each  effectively  erased  all  real  memory  of  what  came 


before.  And  at  the  moment  of  each  era's  greatest  arrogance 
and  self-assurance,  each  was  within  a  decade  or  two  of 
coming  to  an  end.  The  clock  shifted  again  and  they  were  as 
effectively  erased  as  Minos  or  Carthage.  Their  children  lived 
in  a  different  world,  spoke  different  words,  and  bore  differ- 
ent names.  If  the  cycles  of  the  past  hold,  the  end  of  Silicon 
Valley  and  of  the  digital  revolution  as  we  know  it  lies  some- 
time in  the  years  just  beyond  2010.  And  then?  The  clocks 
reset  themselves  once  more,  this  time  perhaps  to  the  speed 
of  nucleotides  forming  and  re-forming  a  trillion  times  each 
second  in  biological  computers,  or 
quantum  dots,  or  perhaps  one  vast 
global  computer,  humming  away  in 
100  billion  interconnected  computers 
and  chips,  bearing  all  the  world's 
knowledge  in  a  new  kind  of  silicon 
consciousness. 

But  whatever  the  clock,  the  pace 
will  be  unimaginably  fast.  And  under 
such  a  blazing  discipline,  who  among 
us  will  be  able  to  cross  over  to  the 
other  side?  A  few  will,  perhaps  our 
children  and  our  children's  children 
who  have  spent  their  entire  lives  as 
navigators  of  cyberspace.  But  it  is  also 
not  hard  to  imagine  that  no  one,  at  least  no  one  human,  will 
enter  this  new  world,  or  the  next  one  that  arrives  in  the  final 
decades  of  the  21st  century. 

Who,  or  more  accurately  what,  will  this  new  era,  this  new 
timescape,  belong  to?  Intuitively,  we  already  know:  the 
machines  themselves.  Chips  can  live  a  lifetime  in  a  second, 
then  live  a  billion  lifetimes  more.  For  them  the  pace  of  this 
new  clock  is  almost  pastoral.  Eventually,  anthropomorphic 
software  agents  will  be  our  surrogates  into  this  world. ..until 
they  need  us  no  more.  They  will  in  time  take  over  cyberspace 
as  their  own  universe  —  real  ghosts  in  the  machine.  Unlike 
us,  they  will  be  able  to  change  their  identities  and  their  roles 
in  microseconds  and,  thanks  to  Moore's  Law,  will  grow  ever 
smarter  and  faster  and  more  capable  of  dealing  with  this 
hyperaccelerated  timescape.  Then  the  tool  will  become  the 
toolmaker,  and  perhaps  the  toolmaker  the  tool.  And  the 
numerous  objects  of  our  lives  will  become  the  broken  relics 
in  some  future  cyberarchive. 

We  have  entered  into  a  kind  of  Faustian  bargain  with  time: 
Just  join  the  world  of  the  clock,  and  we'll  give  you  progress, 
we'll  give  you  hope.  And  medicine.  A  longer  life  span.  Libraries 
of  knowledge.  The  ability  to  reach  around  the  world.  And  fly 
to  the  moon.  Just  listen  for  the  bell  and  attend  to  its  call... 
We  have  listened,  and  we  have  been  rewarded  in  extra- 
ordinary ways.  But  it  has  come  at  an  enormous  cost  —  per- 
haps none  greater  than  the  one  that  lies  ahead.  Time  is  about 
to  speed  up  again.  Soon  the  pace  will  leave  us  behind. 

And  then,  as  for  the  Ohlone,  the  mission  bell  may  signal 
the  end  of  our  day.  ■ 


Michael  S.  Malone,  currently  the  editor  of  this  magazine,  is  a  business  and 
technology  writer  who  has  covered  Silicon  Valley  for  more  than  20  years. 
His  hooks  include  The  Infinite  Loop,  The  Big  Score,  and  Going  Public. 
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Time  eventually  humiliates  us  all,  but  no  one  suffers 
at  the  hands  of  time  more  than  prognosticators. 
Trying  to  guess  the  future  is  a  game  we  nearly  always 
lose.  Where,  for  example,  are  our  aluminum,  two-ton, 
Buckminster  Fuller  Dymaxion  homes,  built  in  facto- 
ries and  delivered  gently  as  snowflakes  by  dirigible 
direct  to  prepared  foundations?  Or  forget  the  Dymaxion 
homes:  Where  are  the  dirigibles? 

Experience  suggests  we'd  be  much  wiser  to  predict  not 
what  the  future  will  be  like  but 
what  it  won't  be  like.  Still,  the  so- 
called  experts  continue  to  make 
predictions.  I've  done  so  myself, 
hoping  at  the  same  time  that  peo- 
ple will  forget  what  I've  written  — 
or  at  least  that  I  was  the  one  who 
wrote  it — before  reality  closes  in 
and  makes  me  look  too  stupid. 
And  as  long  as  there  continues  to  be  a  demand  for  predic- 
tions, which  is  to  say  as  long  as  markets  exist  and  magazines 
are  published,  experts  still  will  be  making  them. 

The  lure,  of  course,  is  what  the  lady  at  the  bank  called  the 
"miracle  of  compound  interest."  Whether  it's  a  market  shift 
or  the  next  technical  revolution,  the  earlier  we  anticipate  some 
fundamental  change,  the  more  we  will  be  able  to  benefit  from 
that  change.  At  least  that's  the  theory,  but  there  are  down- 
sides to  being  early,  too. 

So,  if  prognostication  is  unavoidable  then  let's  consider 
the  rules  that  should  underlie  predictions.  That  way  we  can 
either  have  a  better  sense  of  when  someone  else's  view  of  the 
future  is  likely  to  be  wrong  (which  is  to  say,  most  of  the  time), 
or  we  can  do  a  better  job  than  most  at  making  our  own  pre- 
dictions. Here  are  the  five  rules  I  follow.  Your  mileage  may  vary. 
1 .  We  tend  to  overestimate  change  in  the  short  term.  While 
change  is  inevitable,  and  sometimes  a  mountain  of  change 
can  be  seen  distinctly  across  the  valley,  few  of  us  are  good  at 
measuring  the  width  of  that  valley.  We  just  naturally  tend 
to  see  change  as  closer  than  it  actually  is.  The  best  way  to 
measure  this  effect  is  to  sing  along  with  a  recording  of  Frank 
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If  we  must  predict 

the  future,  we  should 

at  least  work  from  a 

sound  premise. 


Sinatra  or  Ella  Fitzgerald:  We  always  hit  the  next  note  before 
they  do.  We  can't  help  ourselves.  Applied  to  the  real  world, 
this  tendency  has  us  predicting  market  peaks  and  selling  out 
too  soon,  or  predicting  that  some  technical  advance  will 
change  our  lives  long  before  it  actually  does.  Bob  Taylor, 
the  Defense  Advanced  Projects  Research  Agency  official  who 
commissioned  Arpanet,  which  ultimately  became  today's 
Internet,  says  that  when  he  made  that  decision  back  in  1966, 
he  expected  the  network  to  look  pretty  much  like  today's 
Internet  by  1980. 

2.  We  tend  to  underestimate 
change  in  the  long  term.  When 
change  finally  does  happen,  it 
sometimes  looks  very  different 
from  what  we  expected.  The  men 
and  women  in  white  coats  who 
ran  mainframe  computer  centers 
in  the  1970s  and  '80s  weren't  sur- 
prised by  the  invention  of  the  personal  computer,  but  they 
generally  didn't  see  that  PCs  would  change  the  market  for 
mainframes.  Back  in  those  early  Arpanet  days,  Taylor  may 
have  seen  the  development  of  most  of  today's  Internet 
services,  but  he  admits  he  never  anticipated  the  World  Wide 
Web.  At  this  moment,  full-service  stockbrokerages  like 
Merrill  Lynch  are  reacting  to  the  challenge  of  electronic 
brokers  like  E-Trade  by  giving  their  human  brokers  a  Web 
presence,  not  realizing  that  the  game  is  already  lost  and  most 
human  brokers  are  doomed. 

3.  The  more  specific  a  prediction,  the  less  likely  it  is  to  be 
correct.  Predicting  that  stocks  will  go  up  is  generally  safer 
than  predicting  that  a  specific  stock  will  rise  (unless  that 
stock  is  Microsoft).  It's  easier  to  say  that  consumers  will  buy 
higher-capacity  removable  data  storage  devices  than  to  say 
they'll  buy  those  devices  from  Iomega  or  Imation,  rather  than 
from  SyQuest  or  from  some  outfit  not  yet  heard  from.  But 
the  "not  yet  heard  from"  category  ought  not  to  be  rejected 
out  of  hand  since  that's  where  the  real  danger  lies  for 
current  market  leaders.  Bill  Gates  worries  far  less  about  an 
Oracle  or  Netscape  or  Sun  —  competitors  he  knows  and  ►  66 
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Our  sensory  system  can  represent  only 
[  a  limited  range  of  time,  from  a  few 
I  seconds  to  a  few  days.  For  time  in- 
I  tervals  shorter  or  longer  than  that, 
'  our  sense  of  time  becomes  coarse 
and  approximate,  reaching  the  point 
where  no  experience  is  registered  for  time 
intervals  shorter  than  0.1  second  or  longer 
than,  say,  half  a  century.     _  ,  . 

We  can  think  and  reason    Q  |  I  3  I 

about  such  time  intervals, 
but  we  cannot  experience 
them  directly. 

During  the  last  century, 
we  have  used  ever  more 
sophisticated  technology 
to  perceive  phenomena 
that  are  either  too  slow  or 
too  fast  to  observe.  For  ex- 
ample, using  cameras  cap- 
able of  taking  thousands  of 
pictures  a  second  or  a  single  shot  a  day  — 
then  running  the  film  at  30  frames  per  sec- 
ond— we  can  now  see  the  dynamics  of  a  bul- 
let crashing  through  a  pane  of  glass  or  the 
blossoming  of  a  flower.  More  recently,  com- 
puters have  unfolded  for  us  the  surprisingly 
rich  and  elegant  patterns  contained  in  the 
simple  mathematical  equations  called  frac- 
tals. They  have  simulated  and  displayed  how 
atoms  come  together  and  bond  to  form  com- 
plex molecules  in  a  few  femtoseconds  (quad- 
rillionths  of  a  second:  0.000000000000001 
sec),  and  how  galaxies  are  formed  and 
evolve  over  a  billion  years.  Computers  also 
can  simulate  and  show  us  the  operation  of 
millions  of  interconnected  transistors 
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forming  a  microprocessor  or  some  other 
complex  electronic  system. 

While  all  this  computational  power  has 
allowed  us  to  observe  phenomena  outside  the 
capabilities  of  our  senses,  we  have  begun  to 
make  a  further  transformation,  from  just  pas- 
sive observers  to  active  participants,  capable 
of  interacting  with  the  simulations  carried 
,  out  by  ever  more  powerful 

[1  (L     0  U        computers.  This  is  virtual 
^  reality.  With  it  we  will  ex- 

C  D  C  6  S  perience  and  explore  not 

.  only  simulations  of  phys- 

I  V     C3f         *ca'  rea^'ty  Wlthin  and 
*  beyond  the  range  of  our 

senses  but  even  realities 
manifesting  themselves 
outside  our  senses,  and 
alternative  realities  outside 
our  physical  universe... 
"realities"  expressible  only 
as  a  set  of  mathematical  equations. 

Although  it  is  not  possible  for  an  object 
possessing  mass  to  travel  at  the  speed  of 
light,  we  will  be  able  to  explore  the  twisted 
space-time  close  to  a  neutron  star  or  near  a 
black  hole,  for  example,  and  develop  a  feel, 
an  intuition,  for  it.  We  can  do  this  by  map- 
ping the  solution  to  the  general  and  special 
relativity  equations  into  the  limited  range 
of  our  sensory  apparatus,  including  our 
kinesthetic  sense;  the  result  will  be  an  illu- 
sory experience,  similar  to,  but  much  richer 
than,  say,  the  false-color  representation  of 
an  infrared  satellite  picture.  Through  vir- 
tual reality,  our  sense  of  time  will  be  ex- 
panded and  enriched  in  ways  that  are  >-64 
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Pairiiing   by   Vance    Kirkland 
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It     looks     likea     p  h  one. 


Sounds     like     a     phone 


Feels     like     a     phone. 


Recognize     it? 


It's     the     Internet 


PSINet,  the  premier  ISP  for  business,  introduces  new  voice-over  IP 
long-distance  service,  PSIVoiceSM.  Now  businesses  with  multiple 
offices  using  PBX  phone  systems  can  get  high-quality  voice 
communication  over  their  private  PSINet  Intranet.  This  means  no 
more  interoffice  long-distance  phone  charges.  With  PSIVoice  there 
are  no  charges  based  on  time  or  distance,  only  a  flat  monthly  fee, 
-ven  for  international  calls.  PSIVoice.  It  looks  like  a  phone  but  it  sounds  like  a  deal. 


Save  up  to 


in  long-distance  charges 
Between  multiple  offices. 


1998  PSINet  Inc.  The  Internet  Starts  Here*,  PSIVoice5",  and  the  PSINet  logo  are  trademarks  of  PSINet  Inc. 


nic 


PSINet 

THE    INTERNET    STARTS    HERE 


1.800.539.8393 

www.psinet.com 

NASDAQ:      PSIX 


ust  a  Second.,. 

BY    BOB    METCALFE 


IF  scientists  are  right  about  time  passing  through  pro- 
longed periods  of  punctuated  equilibrium,  then  today's 
Internet  is  the  exclamation  point.  We  are  lost  in  space, 
or  rather  the  two  spaces  before  the  capital  letter  of  our 
next  paradigm. 

Time  is  nature's  way  of  keeping  everything  from 
happening  all  at  once,  but  as  events  fly  by  on  Internet 

Painting   by   Paul    Mogensen 


time,  everything  does  seem  to  be  happening  all  at  once. 

We  are  chronically  surprised  by  the  Internet  because  we've 
spent  most  of  our  evolution  in  equilibrium,  between  the 
punctuating  exponentials.  Time's  exclamation  points  are  still 
a  mystery  to  us. 

Internet  time  is  measured  in  Web  years,  which  were 
known  as  months  before  the  invention  of  the  World  >44 
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443  Wide  Web  in   1990.  And 
Internet  i  sponents  talk  constantly 

in  a  ponentiaU,  the  BlOSl  famous  of  which  is  Moore's  Law. 


ETCALFE 


DOUBLING  OUR  TRANSISTORS 
Moore's  Law  has  been  <  orre(  tly  predk  ting  thai  transistoi 

technologies  would  at  least  double  every  IK  months.  My  con 

tiast,  Velc  to,  another  technology  invented  in  1948,  is  pri  tty 
tniK  h  st tic  k. 

Moore's  Law  and  the  Internet  do  find  SOITO   <  ompetilion 

in  anothei  technology  in  development  during  1 948:  televi- 
sion. Righl  aftei  World  War  II,  as  TV  i  ami  ra  si  nsitivity 
improved,  A't  &T  began  to  install 
inten  ity  <  oaxial  <  able  links.  TV 
took  oil  in  the  summei  oi  1 948, 

with  250,000  lets  in   use  by  the 

year's  i:\u\.  The  number  of  Stations 

ros<  from  1 7  to  48.  The  numbei  ol 

I  iIh  ■.  from  8  to  23.  Set  sales  grew 
exponentially,  whit  h  is  to  say   i00% 

during  L948.  My  1951, TV  sales  had 

Surpassed    those    for    radios.    My 

1952,  there  were  more  than  17  mil- 
lion TVs  in  use  and  that  was 
before  i  olor. 

The  word  exponential  has  come  to  mean  "growing  really 

last."  We  really  should  be  m<  >i  I  !<  .ml  ul  when  bandying  about 
thai  woid.  For  example,  my  own  Melt  .life's  Law  is  often  para- 

phrased  to  say  thai  the  value  oi  a  network  grows  exponen 
ti.illy.  First,  notice  thai  my  law  does  not  grow  in  time  but 
in  users,  and  then  notice  that  it's  polynomial,  growing  as  the 

number  ol  its  usei  9  ifi  Squared. 

Poly nial  growth  is  quite  a  bit  Lister  than  linear,  but 

exponential  is  much  fastei  than  that,  In  ray  law,  that  would 

put  users  m  the'  power  position. 

WHERE  ARE  THE   $25  CARS? 
Resting  on  then  exponentials,  computer  industrialists  are 
loud  ol  say  in);  that  if  the  automobile  industry  had  advanced 
its  tei  hnologies  as  <|ui<.  Idy  as  computers,  we  would  be  driv 

ing  $25  cars  and  gelling  1 ,000  miles  to  the  gallon.  Some  ol 
the  <  Omputei  industrialists  making  this  claim  are  software 

barons  taking  t  redit  for  the  accomplishments  ol  the  silicon 
barons.  And  H  automobiles  were  like  computer  software,  then 

wheels  would  fall  oil  several  limes  a  day. 

You  also  could  say  thai  H  computers  had  advanced  as 

ninth  as  i  ars  have  ovei  the  lasl  50  years,  we'd  be  using  our 
megahei  tZ  for  many  more  pioilut  live  at  livilies  than  typing 

email  01  waiting  foi  Web  pages  to  tlownlo.nl. 

Looking  forward,  software  industrialist  Bill  ( rates  is  pre 

(In  lint',  thai  60%  Ol  Aniei  il  -u\  homes  will  have  personal  torn 

puters  by  2001 ,  And  that  8!  "<>  oi  those  homes  will  be  on 
the  Intel  net. 

Nick  Donatiello  <»i  *  Idyssey  Resean  h  in  San  i  rancisco 
sui  veys  i  f.S.  households  evei  y  six  months  and  found  in  fuly 

I9ij8  thai  45%  had  P(  Is.  Even  with  the  number  ol  households 

growing,  ( iates  is  pushing  it,  he  says,  by  predicting  more  sub 


Internet  time  is 
measured  in  Web 
years-known  as 
months  before  the 
invention  of  the 
World  Wide  Web. 


Stantial  growth  of  PC  households  over  the  next  three  years 
than  has  occurred  over  the  last  three  years,  from  35%  to 
But  Donatiello,  having  been  burned  like  the  rest  of  us 
by  underestimating  the  Internet,  and  wanting  to  be  sure 
to  get  it  right  this  time,- is  willing  to  believe  the  percentage 
ol  homes  hooked  up  to  the  Internet  will  grow  from  53% 
to  85%  by  2001. 

LIFE  AFTER  WINDOWS 

One  factor  limiting  PC  growth,  says  Donatiello,  is  the  pro- 
liferation of  non-PC,  entertainment  oriented  devices  in 
homes,  like  television  set -top  boxes  and  videogames.  So 
maybe  there  is  life  after  Windows. 
Another  complication  in  seeing 
through  Internet  time  is  we  won't 
all  arrive  at  the  next  paradigm  at 
the  same  time.  Science  fiction  writer 
William  dibson  said  it  best.  Accord- 
ing tt)  cyberspace  pundit  John 
Merry  Marlow,  it  was  dawn  in  San 
I  rani  ISCO  on  October  7,  1990  —  the 
same  year  Tim  Berners-Lee  was 
inventing  the  World  Wide  Web 
in  Switzerland  —  when  Gibson 
Said, "The  future  is  already  here.  It's 

just  unevenly  distributed." 

lake,  for  example,  commercial  telephone  service,  which 
has  been  around  for  122  years.  Mut  less  than  hall  ol  the  world 
population  has  ever  made  a  telephone  call.  Seeing  Internet 
time  through  all  those  exponentials  will  inevitably  give  way 
to  lower-order  growth.  The  only  questions  are  when,  and  for 
whom,  and  who  knows  (hat's  why  we  have  markets,  so  you 
can  place  your  best  bets. 

)usl  when  we  might  be  close  to  agreeing  thai  the  Inter 
net's  exponentials,  beginning  with  Moore's  Law,  might  be 

transient,  exaggerated,  or  doomed,  along  tomes  somebody 
like  I  ut  eni  let  hnologies's  ( lerry  Mutters.  I  le  leads  advances 

in  optica]  dala  transmission,  many  of  them  related  to  dense 
wave  division  multiplexing,  thai  are  now  doubling  not  every 
18  but  every  12  months.  And  he's  following  advances  in  wire- 
less communication,  many  related  t<>  spread  spectrum,  that 
are  now  doubling  every  9  months.  While  most  of  us  have  our 
heads  spinning  from  Internet  time  and  are  looking  forward 

to  some  iest  timing  the  nexl  equilibrium,  Mutters  is  saying 
we  just  don't  get  it:  Bandwidth  has  replaced  transistors  as  the 
driving  let  hnology,  and  bandwidth  is  coming  into  gross 
abundance.  It's  wild  exponentials  all  over  again. 

I'll  leav<  vmi  to  reentei  Internet  time  with  this  one 
small,  troubling  fact.  Transistors  are  growing  (shrinking, 
at  In. ill\  i  tV  ice  every  18  months.  I'holoniis  twice  every 
12.  Win  less  every  9.  Trouble  is,  Internet  trallit  is  doubling 
mo nibs.  How  long  can  this  go  on?  When  will 
equilibrium  time  finally  be  reinstated  so  we  can  all  take 
a  vacat  ■ 

alfe  invented  Ethernet  networking  technology  in  If7.i  and 
•  om  m  i ..1 1 1  later,  He  is  now  *i  vice  president  foi  tei hnol 
ei  Mai /mm/  Data  Croup  and  a  weekly  i  olumnist  foi  InfoWortd 
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BY    RAY 
KURZWEIL 


The  times  they  are  a-changin'.  Actually,  it  is  time  itself 
that  is  changing.  Epochal  events  pass  at  breathtaking 
speed.  "Turning  and  turning  in  the  widening  gyre,"  as 
Yeats  lamented.  "Things  fall  apart;  the  center  cannot 
hold."  Take  the  economic  meltdown  in  Asia,  Russia,  and 
Latin  America.  Why  these  countries  and  regions?  What's 
going  on  here?  Has  anyone  heard  a  coherent  explanation  of 
why  such  chaos  has  been  unleashed? 

We've  heard  about  weak  banks,  catastrophic  currency 
collapses,  halfhearted  attempts  at  fiscal  stimulation,  uncol- 
lected taxes,  a  lack  of  budgetary  discipline.  But  these  are  more 
symptoms  than  causes. 

The  real  answer  has  to  do  with  the  changing  nature  of 
time.  The  viability  of  the  business  model  of  some  of  these 
countries  just  went  out  the  window.  And  it  went  out  real  fast. 
Too  fast.  Usually,  we  — or  they  — would  have  had  time 
to  notice  and  attempt  to  react.  But  there's  just  no  time  for 
that  anymore. 


Consider  Japan's  business  model.  It  took  inexpensive 
raw  materials  and  turned  them  into  well-manufactured 
products  such  as  the  Walkman.  Some  of  these  products, 
particularly  the  Sony  ones,  showed  some  innovation.  But 
innovation  —  the  creation  of  new  knowledge — was  not  at 
the  heart  of  the  model.  Rather  the  emphasis  was  on  disci- 
plined, even  sophisticated,  manufacturing — the  ultimate  in 
what  the  Industrial  Revolution  has  epitomized. 

That  is,  the  first  industrial  revolution.  But  the  second 
one  —  the  revolution  we're  now  in,  the  one  that  requires  the 
creation  of  mental  rather  than  physical  products  —  has  a 
totally  different  set  of  stipulations.  It  requires  a  culture  of 
risk  taking  and  institutions  that  support  it,  such  as  ven- 
ture and  angel  capital,  hot  new  issue  markets,  and  incentive 
stock  options.  And  it  requires  intimate  knowledge  of  all  the 
world's  peoples. 

And  we've  got  those  things.  Our  American  history,  honed 
on  the  frontier  and  washed  by  immigrant  waves,  has  ideally 
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positioned  us  for  the  new  knowledge-based  economic  par- 
adigm. I'm  talking  here  about  the  creation  of  software  in  its 
broadest  form:  not  just  computer  programs  but  music, 
movies,  television,  books,  information  services  —  a  splen- 
did diversity  of  products  that  go  beyond  material  form. 

Splendid  enough  to  create  a 
trillion  dollars  of  new  market  cap- 
italization in  Silicon  Valley  alone 


My  point  here  is  not  simply  to  call  attention  to  a  new 
principle  but  to  note  just  how  quickly  this  transforma- 
tion has  taken  place.  And  it's  going  to  happen  again.  And 
then  again.  By  the  time  some  of  these  Asian  countries 
figure  out  how  to  produce  software,  that  particular  type  of 
software  will  be  obsolete. 

Yes,  Europe  and  Asia  are 
gradually  beginning  to  adopt 


To  succeed  today, 

naiizauon  in  silicon  vauey  aione  j  i  1*1  •  j_  graauany  Degu         g  10  aaopi 

in  the  last  10  years.  And  a  few  hun-     U/P      166Q  16     3  D  I        tV     suc^  entrePreneuria'  institutions 

dred  billion  dollars  each  in  other  .  J      as  stock  options  and  venture  cap- 

to  learn. 


geographic  areas  such  as  my 
home  state  of  Massachusetts. 

That's  real  money,  and  it's  lifting  all  boats.  That's 
why  our  economy  has  such  buoyancy,  and  why  economies 
built  on  an  obsolete  strategy  are  such  deadweights.  That 
money  constitutes  the  difference  between  our  several-per- 
cent economic  growth  and  their  several-percent  economic 
contraction. 


options  ana  venture  cap- 
ital. But  not  fast  enough,  partic- 
ularly not  in  Asia.  Speeding  up 
this  process,  not  short-term  stimulation,  is  what  our 
international  economic  institutions  and  experts  should  be 
focusing  upon. 

Individuals  can  learn  lessons  in  the  United  States  as  well. 
The  idea  of  training  for  a  lifelong  career  is  out  the  window. 
To  succeed  today,  we  need  the  ability  to  learn  new  ►64 
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Impatient  Pendulum 

BY    DANNY     HILLIS 


Hanging  in  the  atrium  of  the  Smithsonian  Museum 
of  American  History,  in  front  of  the  Star-Spangled 
Banner,  is  a  great  pendulum  stretching  52  feet  from 
its  suspension  point  in  the  domed  roof  to  the 
bottom  of  the  second  floor.  The  240-pound  brass 
bob  makes  an  unhurried  swing  every  two  and  a 
half  seconds,  its  path  slowly  rotating  as  the  earth  turns 

Painting   by    Salvador    Da  1 1 


underneath  during  the  course  of  a  day. 

This  Foucault  pendulum  is  a  great  crowd  pleaser,  although 
I  am  convinced  it  is  for  reasons  having  nothing  much  to  do 
with  Monsieur  Foucault,  nor  with  the  principles  of  physics 
demonstrated  by  his  pendulum.  A  patient  observer,  watch- 
ing the  spectators  gather  around  the  pendulum,  will  occa- 
sionally hear  parents  discuss  those  topics  with  their  >66 
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One  day,  20,000  years  ago,  somebody  in  a  cave  in  south- 
western France  notched  the  phases  of  the  moon  on  a  bone 
and  we  lost  control  of  our  lives.  From  then  on,  you  hunted 
when  the  shaman  said,  or  lunch  got  away  and  the  tribe 
starved.  Fifteen  thousand  years  later,  when  the  sun  hit  a  par- 
ticular rock  in  your  local  Neolithic  stone  circle,  either  the 
community  planted  or  its  members  didn't  make  it  through 
the  next  winter.  Three  thousand  years  ago,  on  the  day  when 
the  star  Sirius  rose  just  before  dawn  in  Egypt,  a  thousand 
hands  opened  the  sluice  gates,  irrigating  rows  upon  rows 
of  furrows. 

Time  saved  ancient  populations  from  extinction  and 
their  numbers  proliferated.  Time  made  civilization  possible, 
and  civilized  people  did  everything  at  the  right  moment. 
Messengers  arrived  when  they  were  supposed  to,  everybody 
knew  when  a  public  event  occurred,  criers  announced 
noon  in  the  market  squares.  The  organized,  civilized 
empires  conquered  the  disorganized,  uncivilized  world.  In 
the  East  the  timekeeping  colonizers  were  Chinese.  In  the 
West,  Roman. 

What  finally  gave  the  entire  world  a  Western  shape 
was  Christianity,  with  its  "go  out  and  improve  the  world" 
ethic,  systematized  by  the  daily  schedule  of  saying  prayers. 
This  strict  religious  agenda  triggered  the  late- 13th-century 

Installation   by   Zadok   Ben-David 


development  of  the  mechanical  clock.  Migrating  to 
the  community  outside  the  monasteries,  this  invention 
kicked  the  medieval  European  textile  industry  into 
high  gear.  All  other  forms  of  business  followed.  Work 
came  to  cities  that  had  clocks. 
The  new,  high  tech  virtue  was 
punctuality  —  known,  because 
of  its  rarity,  as  the  courtesy 
of  princes. 

It  was  a  clock  that  took  18th- 
century  explorers  out  to  search  for 
raw  materials  because  now,  with 
the  chronometer,  they  were  able  to 
keep  track  of  the  exact  time  back 
at  home  port.  When  they  com- 
pared a  moonrise,  for  instance, 
with  what  it  would  have  been  back 
home,  they  knew  the  time  difference  and  where  they  were. 
Thus,  they  could  navigate  east  and  west  across  the  trackless 
oceans  and  plunder  the  planet.  The  precision  tools  developed 
to  make  navigational  clocks  made  the  machines  that  pow- 
ered the  Industrial  Revolution. 

Today,  a  cesium  clock  splits  a  second  into  9,192,631,770 
parts.  Noodlers  can  capture  the  smallest  elements  of  exis- 


The  clock  that 

took  us  to  church  and 

herded  us  into  offices 

may  soon  send  us  back 

to  the  caves  from 

which  we  came. 


tence  and  learn  more  and  more  about  less  and  less.  It  is  no 
accident  that  the  term  used  to  describe  the  alienation  felt 
by  mid-20th-century  individuals  in  a  mass,  time-driven  soci- 
ety was  that  they  felt  like  cogs  in  a  clock. 

Ironically,  the  same  ticking 
clock  that  sent  us  to  hunt  on  the 
savanna,  or  took  us  to  church  for 
matins,  or  herded  us  into  offices 
and  factories  for  the  working  day, 
may  soon  scatter  us  apart,  back 
to  the  caves  from  which  we 
came.  This  time,  the  clock  will 
tick  unseen  in  devices  that  will 
bring  an  end  to  the  coordinated 
rhythm  of  mass-production  work, 
uniformity  of  behavior,  top-down 
decision  hierarchies,  unrepresen- 
tative democracy,  and  all  the  other  conformities  by  which  we 
have  lived  so  far.  In  the  explosion  of  heterogeneity  and  indi- 
vidualism in  the  next  century,  we  won't  need  to  know  the 
time  anymore.  In  cyberspace  it's  any  hour  you  want  it  to 
be,  somewhere. 

In  the  next  few  decades,  the  culture  of  time  constraint  will 
loosen,  first  at  the  level  of  the  corporation,  then  at  the  >64 
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you@breakfast.com 

you@backofcab.com 

you@asleepinairport.com 

you@dullmeeting.com 

you@airportbar.com 

you@backofcab.com 

you@home.com 


With  PageNet®  Two- Way,  you  can 
stay  in  touch  with  the  office  no 
matter  where  you  are.  Receive 
e-mails  in  a  cab.  Send  an  e-mail 
in  the  middle  of  a  meeting.  Get 
pages,  news  and  market  updates, 
or  any  piece  of  information  that's 
critical  to  your  business.  For  more 
information,  call  1-888-PAGENET. 


DEO" 


wum.pagenet.com/2way 


The  Final  Frontier 


BY     ARTHUR     C.     CLARKE 


BUT  at  my  back  I  always  hear 
|  Time's  winged  chariot  hurrying  near." 
— Andrew  Marvell 
I  Since  the  dawn  of  evolution,  mankind  has  been 
involved  in  a  battle  against  time  —  a  battle  in  which 
there  have  been  few  victories.  Perhaps  the  first  occurred  when 
some  unknown  ancestor,  a  thousand  generations  ago,  left 
the  imprint  of  his  hand  on  a  cave  wall  and  achieved  anony- 
mous immortality. 

The  invention  of  writing  and 
the  pictorial  arts  marked  a  far 
greater  advance,  but  it  was  not 
until  the  last  century  that  the  real 
breakthroughs  occurred.  Today 
we  may  laugh  at  those  skeptics 
who  thought  the  camera  and  the 
phonograph  were  hoaxes  —  but  if 

you  had  never  heard  of  either,  would  you  have  believed  in 
them?  To  earlier  ages,  the  ability  to  capture  fleeting  images 
and  sounds  would  have  seemed  miraculous. 

And  what  would  Ben  Franklin  —  to  choose  a  name  not 
quite  at  random  —  have  thought  of  the  VCR,  with  its  ability 
to  carry  one  swiftly  backward  and  forward  in  time?  When 
I  press  the  fast-forward  key,  I  feel  a  certain  kinship  with 
H.  G.  Wells's  Time  Traveller,  who  saw  night  following  day 
"like  the  flapping  of  a  black  wing." 

What  discoveries  lie  ahead?  First,  I'd  like  to  wipe  away  a 
tear  for  the  watchmakers,  whose  profession,  except  for  the 
production  of  beautiful  works  of  art,  has  come  to  a  techno- 
logical dead  end.  There  are  now  time-measuring  devices  that 
won't  lose  a  second  in  a  billion  years.  One  would  imagine 
that  was  good  enough  for  all  practical  purposes,  though  I 
am  sure  improvements  are  still  being  made  out  around  the 
20th  decimal  place. 

We  can  measure  time  as  accurately  as  we  wish,  but  can 
we  do  anything  about  it?  There  are  many  occasions  (board 
meetings,  Sunday  sermons)  where  one  would  like  to  speed 
up  the  external  world.  Wells's  "Accelerator"  would  be 
extremely  useful.  Even  if  the  rate  of  perception  could  be  sped 
up  only  two-  or  threefold,  there  are  times  when  that  might 
be  invaluable,  e.g.,  for  presidential  bodyguards.  Whereas  the 
opposite,  the  "Decelerator,"  would  certainly  be  an  effective 
way  of  killing  time,  for  those  people  who  like  it  better  dead. 

However,  as  many  Olympic  competitors  have  discovered, 
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A  Decelerator,  a 

Chronovisor,  and  other 

future  machines. 


this  line  of  approach  is  very  limited:  No  amount  of  drugs 
will  ever  enable  someone  to  run  10  miles  in  a  minute.  The 
sheer  inertia  of  the  human  body,  and  the  rate  at  which  it  can 
produce  energy,  sets  fundamental  limits  to  the  rate  at  which 
it  can  move. 

So  let's  go  out  into  science  fictional  territory.  One  could 
conceive  of  a  device  that  produces  a  field  or  zone  within 
which  time  could  be  accelerated  or  decelerated.  What  an 
ideal  tool  for  criminals,  who  could  rob  a  bank  while  the 
guards  were  frozen  statues.  I  can't  see  any  road  to  such  a 
technology,  but  it  seems  possible 
in  principle. 

Another  device  that  does  not 
appear  to  defy  the  laws  of  physics 
would  be  a  Time  Probe  or  Chron- 
ovisor. How  wonderful  to  look 
into  the  past  to  see  the  dinosaurs 
in  their  glory  —  as  well  as  to  be 
able  to  scan  the  whole  of  human  history.  Curiously  enough, 
only  a  few  writers  have  explored  this  concept  in  any  detail. 
Its  achievement  depends  on  the  answer  to  a  question  now 
engaging  theoretical  physicists:  Can  information  ever  be 
totally  lost?  If  it  is  conserved  in  some  way  then  in  principle 
it  should  be  possible  to  access  it. 

Finally,  what  about  exploring  time  as  we  explore  space? 
According  to  Albert  Einstein,  there  is  no  real  distinction 
between  the  two,  but  we  are  still  faced  with  the  uncomfort- 
able fact  that  whereas  it  is  easy  to  move  in  the  three  dimen- 
sions of  space,  we  seem  capable  of  moving  in  the  fourth  only 
at  a  constant  rate  of  60  minutes  per  hour  —  always  in  the 
same  direction. 

What  generations  of  science  fiction  writers  have  imag- 
ined—  again  starting  with  Wells  —  is  a  machine  that  can 
enable  travel  in  time  backward  and  forward.  It's  the  reverse 
gear  that  causes  problems.  What  happens  —  to  repeat  the 
cliche  —  if  you  go  back  and  accidentally  kill  your  grandfather? 
Such  paradoxes  have  given  rise  to  innumerable  stories.  One 
solution  is  that  if  you  did  do  anything  so  stupid,  another  uni- 
verse is  created  at  that  point  in  which  you  don't  exist — and 
it  would  serve  you  right. 

Perhaps  the  ultimate  in  time  travel  paradoxes  was  the  late, 
great  Robert  Heinlein's  All  You  Zombies.  His  hero  went 
into  the  past,  had  a  sex  change,  and  became  his  own  father — 
and  mother.  What  a  recipe  for  an  identity  crisis. 

The  best  argument  against  time  travel  into  the  past  >64 
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What  if  we  could  treat  our  TV  like  a  PC? 

Surf  die  Net  with  it  -  as  well  as  hundreds  of  channels- 
Use  it  as  a  videophone?  Or  simply  to  order  a  pizza? 
What   if?  Today's  vision,   tomorrow's   reality  -  our  digital 
■  solutions  help  you  narrow  the  gap. 
At  .  we  can  all  ou  our  highly-featured 

digital  TV  systems  -  fully  supported  with  software  and  reference  designs.  Or  our 


Global  TV  concept,  allowing  you  to  make  single  chassis  systems  with  ofF-the-i 
design  and  manufacturing  effort  -  with  features  like  Electronic  Program  Guides 
reen  modes.  And  with  a  complete,  highly  integrated  chipset 
modular  software  concept  for  interactive  set-top  boxes.  Developed  with  custor 
,<:id  supported  by  future  roadmaps,  it  dramatically  shortens  your  design  til  ' 
to  hit  ever  narrower  market  windows.  All  built  around  powerful  embec 
;    ls  MIPS  cores.  Or  ourTriMedia  processor,  easily  powerful  enc 
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nr  full  ATSC  digital  TV  support.  Providing  flexible,  programmable  performance 
o  differentiate  your  products  and  provide  tomorrow's  functionality, 
tomorrow's  TV  technology  depends  on  everyone  who's  asking,  What  if?  And  wher- 
■ver  your  imagination's  going,  we  can  shorten  the  journey.  So  see  the  future  today  at 

because  together  we  can  redefine  television. 
JSA  tel.  +1-800-447-1500,  ext.1315.  Europe  fax.  +31-10-284-3181,  quote  V. 
♦  852-2811-9173,  quote  "Forbes". 
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Ripping  the  Envelope 

BY    CHUCK    YEAGER 
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Painting   by   August   Mosca 


My  life  has  been  spent  converting  speed  into  time.  When 
I  first  entered  the  army  air  corps  in  September  1941, 1  was 
an  18-year-old  kid,  and  speed  was  just  the  thrill  of  driving 
a  pickup  truck  at  50  miles  per  hour.  But  when  I  became  a 
fighter  pilot,  speed  became  time,  and  time  was  an  advantage 
over  the  enemy.  In  World  War  II  our  P-51  Mustangs  not  only 
had  tremendous  range  but,  just  as  important,  were  a 
little  faster  than  the  German  Me  109s  and  Fw  190s  that  we 


were  fighting.  Speed  meant  that  you  could  catch  the  enemy 
and  destroy  him.  Since  our  job  was  to  escort  B-17s,  which 
were  not  very  fast  in  relation  to  the  fighters,  we  would  take 
bomber  groups  all  the  way  to  the  target  and  back,  protect- 
ing them  from  the  Germans. 

When  jet  aviation  arrived  at  the  end  of  the  war,  many 
people  asked  why  pilots  wanted  to  go  faster  and  faster.  Once 
again  the  answer  was  time.  Our  objective  was  to  either  ►  67 
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A  box  designed  to  transform  sound  waves 
will  soon  be  sending  shock  waves. 


The  NelBlozer  8500,  a  Voice  over 
IP  gateway  and  remote  access 
server,  has  support  for  up  to  120 
ports  per  unit.  It  is  compliont  with 
all  major  industry  standards 
(H.322,  G.723.1,  G.729A), 
employs  least-cost  routing  to 
maximize  long  distance  cost 
savings  and  features  leading  voice 
compression  techniques  for  high- 
quality  voice  transmission 


If  your  business  has  several  locations  around 
the  world,  here's  some  earth-shaking  news:  The 
NetBlazer®  8500  VoIP  gateway  can  substantially 
reduce  your  long  distance  costs.  It  converts 
voice  signals  to  TCP/IP  for  transmission  over 
standard  IP  networks.  This  means  voice 
communications  can  now  travel  with  out- 
standing quality  over  the  Internet.  And  the 
NetBlazer  8500  can  be  seamlessly  integrated 


into  existing  IT  and  telecom  infrastructures,  s< 
the  savings  can  begin  right  away. 

To  learn  about  the  NetBlazer  8500 — th< 
VoIP  gateway  that's  shaking  up  long  distance 
visit  www.dgii.com  or  call  1-800-437-7251. 
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The  Digi  logo  and  NetBlazer  arc  registered  trademarks  ol  Oij:i  International  toe  6  I  w.s  Digi  International  be. 
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Friction  Freedom 


BY     ESTHER     DYSON 


ie're  moving  toward  a  culture  where  every- 
thing moves  faster,  where  no  one  has  any  time, 
where  we  measure  out  our  days  not  in  coffee 
spoons  but  in  emails,  beeper  buzzes,  timed  phone 
calls,  children's  scheduled  play  dates,  and  vaca- 
tions with  cell  phone  and  laptop  at  hand. 
This  obsession  with  time  and 
our  ability  to  measure  it  will  ulti- 
mately affect  our 
perception  and  pric- 
ing  of  tangible 
goods.  We  already 
speak  of  "disinter- 
mediation,"  where 
we  eliminate  the  re- 
tail sector,  thus 
stretching  back  into 
the  manufacturing 
sector  and  forward 
into  pricing.  We 
also  will  take  out 
the  friction  of  time, 
which  kept  pricing 
relatively  static. 

"Friction-free" 
—  Bill  Gates's  cute 
word  for  "profit- 
less"—  means  that 
pricing  becomes  in- 
creasingly efficient.      ^ 
In    response,    vendors 
will  have  to  figure  out  how  to  col- 
lect money  before  the  fact.  The  challenge:  How 
do  you  reduce  the  fungibility  of  fungible  goods  in  such 
a  friction-free,  timeless  world?  Branding  is  one  solution.  But 
how  can  manufacturers  maximize  the  reach  of  their  brands? 
The  answer:  through  the  artificial  segmentation  of  time. 

We  used  to  see  objects  as  more  or  less  fixed  things,  without 
a  time  element.  Yes,  there  were  disposable  or  perishable  items, 
such  as  razor  blades  or  food,  but  people  tended  to  buy  things, 
not  the  rights  to  use  them.  Even  when  we  rented  things,  such 
as  land,  we  saw  them  as  permanent  —  "fixed  assets." 

Now  we  have  started  to  look  at  goods  as  a  flow  of  services 
or  usage  rights  over  time:  not  just  housing  rentals  but  also 


video  rentals,  condo  time-shares,  executive  jet  partnerships, 
even  so-called  serial  monogamy. 

But  let's  go  back  one  step  further  in  time,  before  the  good 
is  even  created.  I  believe  we  will  soon  look  at  goods  as  the  em- 
bodiment of  time  on  a  production  line.  Pricing  will  no  longer 
be  fixed  but  will  reactively  shift  up  and  down  over  time. 
Consider  the  airline  seat.  You  used  to  pay  a 
fixed  price  for,  say,  a  flight 
from    New   York 
to  San  Francisco, 
whatever  the  time  of 
day,  whatever  the 
airline,  whenever 
you    bought    the 
ticket.  Certain  flights 
would  sell  out  early, 
but  that  was  just  life. 
Of  course,  rich  peo- 
ple could  buy  first- 
class  seats,  but  that's 
about  all  the  flexi- 
bility there  was. 
Once  the  plane  took 
off,  a  vacant  seat 
had  no  value  for  the 
airline.  (But  it  did 
add  value  for  the 
people  in  the  seats 
nearby:  An  empty 
seat  let  them  have  a 
more  comfortable  flight.) 
fci  J"^^^  Then,  as  everyone  knows, 

r/*K^        "  we  got  deregulation  on  one  side 

'  and  yield  management  on  the  other.  In 

the  airlines,  and  later  in  the  hotel  and  car 
rental  businesses,  canny  businesspeople  began  to  under- 
stand how  demand  varied  over  time  and  place  right  up 
to  the  moment  of  departure.  However,  the  genius  of 
yield  management  is  not  just  to  predict  demand  and  adjust 
prices  accordingly  but  to  segment  the  market  into  different 
levels  of  price  sensitivity.  This  is  hard  to  do  because  if  you 
advertise  a  cheap  price,  even  people  who  are  willing  to 
pay  more  are  likely  to  take  you  up  on  your  offer.  It's  no 
cheaper  for  the  airlines  to  serve  you  if  you  stay  over  >62 
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November    30.   1998      FORBES  ASAP 


61 


f\  V  C  f\  M  <61  Saturday  night,  but  that  arbitrary 
\J  I  0  \J  IN  restriction,  along  with  time  windows  for 
ticket  purchases,  keeps  many  less  price-conscious  people 
paying  higher  fares. 

Two  well-known  results  of  yield  management  have 
been  special  sales  and  last-minute,  seat-bumping  auctions. 
Many  college  students,  retirees,  and  people  with  flexible 
schedules  now  buy  tickets  hoping  to  get  bumped  and  win 
a  free  travel  voucher  or  even  cash.  The  airlines,  for  their 
part,  use  these  people  to  manage  the  inevitable  variations 
in  no-show  rates. 

Such  practices, 
aided  and  abetted 
by  the  Internet, 
which  collapse  the 
time  once  allocated 
for  distribution  and 
marketing,  are 
about  to  spread  to 
physical  goods. 
Vendors  have  to 
ask:  How  can  we 
put  market  seg- 
mentation into 
products  when  any- 
one can  compare 
prices  over  the  Net? 
While  vendors  can't 
let  consumers  use  a 
CD  player,  for  in- 
stance, on  Sundays  only,  they  can,  for  a  25%  discount,  give 
customers  the  option  of  downloading  content  at  midnight 
when  bandwidth  is  more  plentiful. 

It  used  to  be  that  convenience  was  at  least  one  factor 
in  pricing.  Buy  the  CD  player  at  a  nice  neighborhood  store 
for  list  price  or  go  to  the  crowded  discount  outlet  for  a  bet- 
ter deal.  But  the  Internet  is  scotching  that  approach  even  as 
it's  creating  more  of  a  market  (as  in  Priceline.com)  for  cheap 
airline  seats  that  would  otherwise  go  unused  (and  reducing 
the  bumping  market).  In  a  world  where  distribution  becomes 
increasingly  efficient  and  competitive,  everyone  has  access 
to  the  same  deals. 

So  instead  of  thinking  of  a  good  as  something  tangible, 
we  can  now  think  of  it  as  a  stretch  of  time  on  the  assembly 
line.  If  a  product  is  produced  without  being  ordered,  it  begins 
to  lose  value.  As  margins  get  squeezed  by  Net-based  com- 
petition, every  producer  will  be  trying  to  maximize  use 
of  production  facilities  and  charge  the  highest  amount  pos- 
sible while  minimizing  inventories.  Most  manufacturers 
simply  won't  produce  without  orders  in  advance  since  they'll 
be  losing  money  from  the  moment  they  acquire  the  raw  mate- 
rials or  parts  until  they  finally  deliver  the  goods.  As  more 
and  more  manufacturers  build  primarily  to  order,  not  only 
will  there  be  less  inventory  in  general  but  also  fewer  goods 
available  at  the  customer's  convenience. 

It  will  simply  be  too  expensive  for  a  manufacturer  to  make 
things  that  may  or  may  not  be  deman.'  >d  in  the  market  — 


Our 

obsession 

with  time  will 

ultimately  affect 

our  pricing  of  tangible  goods. 


just  as  a  plane  wouldn't  fly  without  advance  bookings  and 
a  resort  wouldn't  open  without  advance  reservations.  There 
still  will  be  some  goods  available  on  demand  from  manu- 
facturers that  produce  goods  on  spec.  But  those  companies 
will  be  competing  with  firms  that  will  offer  consumers  early- 
sign-up  prices  (that  is,  discounts  for  ordering  a  product  before 
it's  manufactured) — just  as  the  seat  auctions  compete  with 
the  airlines'  own"  restricted  advance-purchase  fares.  And  at 
the  other  end  of  the  scale,  there  will  also  be  very  expensive 
items,  kept  in  stock  for  the  customers  willing  to  pay  a  pre- 
mium to  get  them  immediately,  with  the  cost  of  inventory 
included  in  the  price. 

Currently,  goods  are  priced  cheaper  after  they  fail 

to  sell,  as  in  most  retail  stores  where,  complain  managers, 

shoppers  have  now  become  conditioned  to  wait  for  sales. 

Goods  are  most  valuable  when  they  are 

^=5,  wanted.  But  in  the  future, 

'^^■^r^-^.  it  probably  won't 

jylflf    g.  ».      pay  to  keep  any 

inventory  at  all  in 
retail  stores,  except 
possibly  in  fancy 
showrooms  for  the 
rich  or  bargain 
stores  for  the  less 
prosperous.  Manu- 
facturers trying  to 
maintain  prices  won't 
want  their  brand  names 
on  unordered  surplus  merchan- 
dise, and  they  won't  put  their  brand  names  on  production 
made  for  spec. 

So  how  can  manufacturers  keep  prices  up  among 
people  who  are  willing  to  pay  more?  One  way  is  to  post  high 
prices  to  begin  with  and  have  the  odd  unannounced  sale  to 
catch  people  who  didn't  bite  at  the  regular  price.  Another 
way  might  be  to  limit  the  low  prices  to  the  equivalent  of  a 
Saturday-night  stayover,  i.e.,  all  goods  ordered  between  2  a.m. 
and  6  a.m.,  in  the  time  zone  to  which  they  are  to  be  shipped, 
get  a  25%  discount.  Yes,  some  people  will  hire  their  teenage 
kids  to  stay  up  late  or  get  a  friend  in  France  to  place  the  order. 
Others  will  program  software  agents  to  catch  such  specials 
and  order  for  them.  The  manufacturers  will  counter 
with  clever  tricks  such  as  simple  questions  to  which  an  agent, 
or  the  average  French  person,  would  not  know  the  answer, 
such  as  "What  is  Monica's  mother's  first  name?"  And  if 
your  teenage  kid  can't  answer,  well,  those  are  the  breaks. 
And  from  the  vendor's  point  of  view,  it  wouldn't  have 
been  a  very  profitable  sale  anyway,  but  it  keeps  the  assembly 
line  running. 

As  the  Net  makes  shopping  for  the  best  prices  convenient 
for  everyone,  manufacturers  will  need  to  find  some  way  to 
create  artificial  market  segmentation.  The  only  inconvenience 
left  in  a  friction-free  world  is  time.  ■ 


Esther  Dyson  is  the  chairman  of  EDventure  Holdings,  which  publishes 
the  influential  newsletter  "Release  1.0"  and  sponsors  industry  forums. 
She  is  the  daughter  of  fellow  "Rig  Issue"  contributor  Freeman  ].  Dyson. 
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Most  business 

locations 

have  a 

Web  address. 

Fairfax  County 

is  the 
Web's  address. 


If  you're  wondering  where  all  this  Internet  business  came  from,  it  came  from  Fairfax  County.  Some  of  our  1600 
information  technology  companies  helped  create  the  Net.  Many  others  support  and  sustain  it.  But  what  really 
made  Fairfax  County  the  mother  of  all  Web  sites  are  advantages  that  would  benefit  any  business:  Access 
to  three  major  airports.  A  stimulating  quality  of  life.  And  a  customer  the  size  of  the  federal  government  next 
door  in  Washington,  DC.  For  details,  get  online  or  call  703-790-0600.  And  join  us.  You'll  be  wired  for  it. 


FAIRFAX  COUNTY,  VIRGINIA.  HOME  OF  THE  1998  WORLD  CONGRESS  ON  INFORMATION  TECHNOLOGY. 


www.fairfaxcountyeda.org 


r  a  s\  r>  I  |k  I  <40  difficult  to  foresee  and  even  more 
r  f\  \J  \J  I  IN  difficult  to  imagine,  thus  broadening  our 
awareness  of  the  immense  richness  of  the  universe. 

But  what  about  the  subjective  time  of  our  everyday  expe- 
rience? During  the  last  100  years,  science  and  technology 
have  definitely  changed  the  way  we  experience  and  relate  to 
time:  Information  now  travels  at  the  speed  of  light  instead  of 
at  the  speed  of  a  horse  or  boat.  We  experience  jet  lag,  arriving 
"before"  leaving.  We  are  slaves  to  our  watches.  We  can  see  our 
planet  from  space  and  observe  both  night  and  day  painted  on 
its  blue-white  face.  We  can  experience  in  real  time  the  open- 
ing ceremony  of  the  Olympic  Games  or  the  funeral  of 
Princess  Diana  no  matter  where  we  are  on  earth,  sharing  sim- 
ilar emotions,  at  the  same  time,  with  a  billion  or  more  people. 

But  in  many  other  important  ways,  science  and  technology 
have  changed  little  our  experience  of  time.  When  we  are 
bored  or  ill  or  anxious,  time  moves  excruciatingly  slow.  When 
we  are  having  fun,  or  are  engaged,  peaceful,  or  in  love,  time 
seems  to  move  very  fast.  Can  future  science  and  technology 
give  us  the  tools  to  change  in  any  appreciable  way  this  very 
personal  experience  of  time?  I  believe  it  can.  Our  sense  of 
time  is  inextricably  tied  to  our  emotional  state,  and  I  believe 
that  one  of  the  greatest  promises  of  virtual  reality  is  to  edu- 
cate us  to  become  aware  of  and  to  control  those  emotions. 

I  believe  that  the  greatest  challenge  facing  humanity  is  the 
education  of  the  billions  of  people  inhabiting  our  planet. 
However,  contemporary  education  is  inadequate  to  our  future 
needs.  Educating  our  rational  mind  is  good,  but  it  isn't 
enough.  We  also  have  to  educate  our  emotional  mind.  What 
good  does  it  do  to  train  a  kid  to  become  a  computer  program- 
mer if  the  kid  then  uses  that  skill  to  steal  money  over  the 
Internet?  We  need  to  break  the  long  chain  of  dis-education 
that,  moving  from  generation  to  generation,  has  implanted 
and  perpetuated  in  our  minds  hatred,  fear,  violence,  abuse, 
dishonesty,  and  cruelty. 

How  can  we  train  our  children  to  experience  that  violence 
and  dishonesty  don't  pay?  Here  is  where  virtual  reality  can 
have  its  greatest  societal  impact.  Within  a  few  decades,  it  will 
be  possible  to  create  a  safe  environment  for  becoming  aware 
of  our  emotions  and  acting  on  those  emotions  in  positive 
ways.  In  a  controlled,  risk-free  setting,  it  will  be  feasible  to 
experience  the  consequences  of  our  actions,  the  pain  and  suf- 
fering as  well  as  the  joy  and  goodness  caused  by  them,  in  the 
process  learning  how  to  make  wiser  decisions  in  real  life. 

By  altering  subjective  time,  we  could  experience  living 
many  lifetimes  in  one,  capturing  and  holding  the  essential 
lessons  we've  learned  during  each  of  our  virtual  lifetimes 
to  make  our  single,  real  lifetime  a  more  wonderful  experi- 
ence. If  there  is  any  truth  to  the  claim  of  the  physicist  and  of 
the  mystic  that  only  the  eternal  present  exists,  it  may  be  pos- 
sible to  learn  to  live  in  the  present  by  transforming  our  fears, 
anxiety,  and  stress  into  a  sense  of  peace  and  well-being.  A 
•ng  shot?  Perhaps.  But  if  we  have  the  will,  the  technology 
be  available  to  take  us  there.  ■ 

r<     Federico  Faggin  led  the  design  and  development  of  the  world's  first  nncro- 
rocessor.  He  is  the  cofounder  of  Synaptics,  a  company  creating  tech- 
i  based  on  the  senses  of  sight,  sound,  and  touch. 


1/  I  I  n  7  11/  C  I        *^    knowledge  as  well  as  the 

j\  U  l\  L  VV  L  I  L  ability  to  create  it.  In  other  words, 
we  all  need  to  become  entrepreneurs.  Which  means  be- 
coming comfortable  with  uncertainty,  with  risk,  and  with 
ambiguity.  It  means  absorbing  diverse  and  apparently  unre- 
lated ideas,  and  developing  a  sense  for  serendipity. 

And  it  means  following  our  hearts.  Because  the  primary 
ingredient  needed  to  create  any  meaningful  —  and  valu- 
able—  new  knowledge  is  passion.  ■ 


I  Ray  Kurzweil  developed  the  first  print-to-speech  reading  machine  for  the 
blind.  He  is  the  author  of  The  Age  of  Intelligent  Machines  and  the  soon- 
to-be-released  The  Age  of  Spiritual  Machines. 


CI  A  D  1/  C  ^^  's  ^e  remarkable  absence  of  vis- 
L  n  l\  l\  L  itors  from  the  future — at  least,  none  has 
yet  appeared  on  Larry  King  Live.  But  there  is  a  possible 
answer  to  this.  Perhaps  a  receiving  station  is  necessary,  and 
one  hasn't  been  built  yet.  When  such  a  station  is  on  the  mar- 
ket, tourists  will  start  pouring  in ...  if  they  think  we  are  worth 
visiting.  (Well,  surely  a  few  history  professors  will  arrive,  after 
having  received  their  anti-everything  shots  and  a  crash  course 
in  medieval  American.) 

And  I've  just  made  an  amazing  discovery  while  leafing 
through  the  thousand  pages  of  the  invaluable  Encyclopedia 
of  Science  Fiction.  One  author — way  back  in  a  1903  Argosy 
magazine  —  suggested  that  we  should  expect  a  flood  of 
visitors  in  the  magical  year  2000. 

And  you  thought  we  only  had  the  Millennium  Bug  to 
worry  about...  ■ 


■ 


Arthur  C.  Clarke,  one  of  the  most  celebrated  science  fiction  authors  of 
our  time,  has  written  more  than  70  books.  He  was  recently  knighted  in 
the  New  Year's  Honours  List  for  services  to  literature. 


niini/r  *51  individual,  and  finally  and  most  dis- 
D  U  l\  l\  L  ruptively  at  the  level  of  social  institutions. 
Those  institutions  are  doing  little  to  prepare.  Their  opera- 
tions are  rooted  firmly  in  centralized  control  systems  and,  as 
defenders  of  continuity  and  the  status  quo,  they  will  con- 
tinue to  cling  to  the  19th  century  for  as  long  as  possible. 
However,  sooner  rather  than  later  they  will  cease  to  have 
a  physical  presence  in  the  community.  This  is  already 
happening  with  banks,  schools,  hospitals,  shops,  libraries, 
and  to  an  extremely  limited  extent,  in  those  areas  of  activ- 
ity involving  the  state.  The  early  symptoms  of  this  change 
can  be  seen  in  a  gradual  erosion  of  respect  for  authority 
of  all  kinds. 

But  if  the  discipline  of  time  no  longer  holds  us  together, 
what  will?  Or  is  this  question  an  artifact  of  the  culture  of 
synchrony  in  which  we  have  lived  for  millennia?  If  we  sur- 
vive the  turbulence  of  the  transformation  to  no-structure, 
we  will  face  the  problem  of  what  to  do  when  true  individ- 
ual freedom  becomes  reality.  Nothing  has  prepared  us  for 
this  event.  ■ 


A 


lames  Burke  is  an  award-winning  television  host,  author,  and  educator.  His 
1979  PBS  series  Connections  achieved  the  largest-ever  audience  for  a 
documentary  and  spawned  several  popular  sequels. 
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Happy  New  Year. 


If  your  embedded  systems  aren't  Year  2000 
ready,  the  New  Year  isn't  going  to  be  very 
happy.  Or  busy.  That's  why  TAVA,  the  nations 
leading  independent  provider  of  manufacturing 
information  technology  solutions,  developed 
Plant  Y2k0neTM.  It's  a  proven,  factory  floor 
solution  that  will  help  you  pinpoint  the 
problem  areas  in  your  embedded  systems  and 
supply  chain.  Then  fix  them. 

Our  CD-ROM-based  methodology  is  already  in 
use  by  more  than  100  of  the  Fortune  1000. 
To  learn  more  about  it  or  our  audit,  testing 
and  remediation  services,  call  877.828.2832. 
Visit  us  at  www.tavatech.com,  or  contact  one 
of  our  14  locations  across  the  U.S.     ^ 


TAVA 

TECHNOLOGIES 


INDUSTRY  EXPERTISE:  Aerospace#Automotive,Chemical/Petrechemical,Foo<t/Beveraqe,Forest  Products^efa^Mining/Minerals.PharmaceuticaLPulp&Paper.Semiconductor.Utilities.Water/Wastewater. 


HI  I  I  I  C  *49  children,  but  the  explanations  are 
I  L  L  I  0  always  short  and  usually  false. 

What  is  striking  is  not  so  much  the  conversations  but  the 
lack  of  them.  The  pendulum  inspires  silence.  The  same  fam- 
ily of  rambunctious  children  and  bedraggled  parents  that 
races  through  the  Ceremonial  Court  as  if  it  were  an  obsta- 
cle course  will  stand  in  awe  at  this  swinging  bob  of  brass  for 
minutes  at  a  time.  I  suspect  that  the  real  reason  that  the  pen- 
dulum is  so  well  loved  is  because  it  is  slow.  Its  leisurely  swing, 
just  slower  than  the  human  breath,  calms  audiences  and 
entrances  them  with  a  slower  beat. 

When  I  was  a  child,  the  pendulum  swung  even  slower. 
It  was  longer  then,  too.  It  was  shortened  (and  therefore  quick- 
ened) in  one  of  those  paradoxical  compromises  of  museum 
management:  People  stood  mesmerized  for  so  long  that  they 
blocked  the  flow  of  traffic.  To  me,  this  speedup  of  an  icon 
of  slowness  is  symbolically  fitting.  The  tempo  of  life  has 
quickened. 

But  it  is  not  just  the  slowness  that  attracts  the  crowd,  it  is 
the  promise  of  order.  Temporal  disorientation  is  an  unwanted 
side  effect  of  modern  life.  We  are  dazzled  by  progress,  rushed 
by  events,  and  disconnected  from  the  stable  rhythms  of  time. 
Our  technology  has  isolated  us  from  the  natural  cycles  (day, 
month,  year)  that  once  governed  the  pace  of  life. 

Anyone  who  has  survived  a  long  power  blackout  or  a 
camping  trip  knows  that  the  proverbial  difference  between 
night  and  day  is  much  more  dramatic  without  electric  lights. 
In  true  darkness,  the  stars  become  important.  In  a  world 
without  flashlights,  the  lunar  month  governs  what  can  be 
seen  and  hidden.  A  full  moon  allowed  our  ancestors  to  work 
all  night  to  bring  in  the  harvest.  A  new  moon  kept  them  from 
travel.  Not  so  long  ago  life  was  ruled  by  the  moon's  phases, 
yet  today  we  are  hardly  aware  of  them. 

The  year,  too,  means  less  than  it  once  did.  In  a  world  with 
artificial  climate,  even  the  seasons  lose  their  power  to  regu- 
late. We  go  about  our  business  much  the  same  in  every 
season.  The  shortening  of  winter  days  is  a  curiosity,  not  a 
serious  constraint.  The  patterns  of  rain  and  temperature, 
once  issues  of  life  and  death,  are  now  reduced  to  topics  of 
idle  social  banter.  In  the  dead  of  winter,  we  play  tennis  and 
eat  strawberries  shipped  from  the  other  hemisphere,  where 
it  is  still  summer. 

One  might  suppose  that  weakening  our  ties  to  the  nat- 
ural cycles  of  time  would  cause  our  artificial  substitutes  to 
gain  importance,  but  as  nearly  as  I  can  tell,  these  too  have 
lost  authority.  Our  annual  cycle  of  holidays  now  serves  more 
to  stimulate  commerce  than  to  regulate  lives.  Feasts  and  days 
of  fast  mean  little  in  times  of  plenty.  Rituals,  once  our  most 
powerful  device  for  restraining  the  passage  of  time,  seem 
to  have  lost  their  potency. 

In  the  time  of  my  childhood,  Monday  was  wash  day,  Tues- 
day was  market  day,  and  Sunday  was  worship  and  a  day  for 
rest.  In  this  age  of  24-hour  a-day,  seven-day-a-week  conve- 
nience, I  have  begun  to  lose  my  bearings.  I  fly  from  time  zone 
to  time  zone,  living  in  CNN  time,  out  of  touch  even  with  the 
rhythms  of  my  own  flesh. 

I  have  a  recurring  dream  of  a  big,  slow  clock  in  a  faraway- 


place —  somewhere  empty  and  difficult  to  reach,  perhaps 
in  the  middle  of  a  desert,  or  on  a  mountaintop,  or  in  a  deep, 
cool  cave.  This  is  the  clock  that  connects  the  motions  of 
the  sun  and  the  moon  and  the  stars  to  the  mundane  calen- 
dars of  humankind.  Wound  by  human  caretakers  in  quiet 
ceremony,  it  patiently  counts  the  millennia. 

This  is  the  clock  that  provides  what  the  pendulum  only 
promises:  the  calibration  of  the  rhythm  of  life,  the  definition 
of  Now.  I  am  certain  that  if  I  could  only  visit  it... I  would 
regain  my  sense  of  time.  ■ 


n 


Danny  Hillis  is  credited  with  having  pioneered  the  concept  of 
massively  parallel  computers.  He  cofounded  Thinking  Machines  and  is 
now  a  Disney  Fellow  at  Walt  Disney  hnagineering. 


CRINGELY 


<  36  believes  he  understands  — 
than  he  worries  about  the  startup 

that  will  inevitably  clean  Microsoft's  clock.  His  nightmare  has 

no  name. 

4.  Past  performance  is  a  predictor  of  future  results  but 
not  a  good  one.  Statistical  regression  predicts  quite  reliably 
that  whatever  mutual  fund  manager  had  the  best  perfor- 
mance last  year  won't  have  the  best  performance  this  year. 
That's  because  there  is  a  tendency  to  stick  with  what  worked 
last  year  even  when  it  stops  working  this  year.  He  or  she  can 
do  well,  but  it  is  very  hard  to  stay  at  the  top  of  any  game. 
This  applies  to  technology,  too.  Those  who  have  had  success 
with  a  particular  technology  will  tend  to  stick  with  that  tech- 
nology until  it  is  too  late.  This  describes  Prime  and  Wang  in 
minicomputers.  Today's  hard-disk  drives  are  likely  in  the  long 
run  to  be  supplanted  by  some  new  type  of  storage  mecha- 
nism and  it  is  unlikely  those  devices  will  be  built  by  a  Sea- 
gate or  a  Quantum. 

5.  The  most  reliable  predictions  are  those  that  follow 
established  trends.  George  Soros's  big  killing  in  the  currency 
markets  several  years  ago  was  based  on  his  understanding 
of  human  nature  and  nationalistic,  rather  than  economic, 
interests.  Knowing  that  the  Bank  of  England  would  defend 
the  pound  sterling  purely  because  that's  what  the  bank  saw 
as  its  duty,  Soros  bet  that  trend  would  continue  and  used  it 
to  quickly  make  more  than  a  billion  dollars.  More  recently, 
a  consolidation  is  taking  place  among  networking  compa- 
nies in  which  giant  telecommunications  outfits  are  buying 
up  smaller  data  communications  outfits.  This  trend  suggests 
that  Cisco,  Lucent,  and  Northern  Telecom  are  predators  while 
Ascend,  Cabletron,  and  3Com  are  prey  Following  the  trend 
means  buying  a  basket  of  these  latter  companies.  Find  the 
trend,  but  don't  sweat  the  details  or  the  timing  because  you'll 
always  be  wrong. 

Even  with  rules  to  follow,  prognostication  hardly 
ever  works.  The  best  we  can  hope  for  is  to  be  right 
more  than  we  are  wrong.  If  we  are  right  early  enough  to 
compound  that  advantage,  the  reward  can  be  a  Microsoft 
or  a  Cisco  to  balance  our  fleets  of  dirigibles  and  tracts  of 
Dymaxion  homes.  ■ 


jR 


Robert  X.  (  ringefy  wrote  the  best-selling  hook  .-Accidental  Empires.  Hi'  was 
the  host  and  writer  of  the  hit  PBS-  TV  documentary  Triumph  of  the  Nerds. 
His  new  documentary  is  Nerds  2.01:  A  Brief  History  of  the  Internet. 
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VC  A  TCD  459  catch  the  enemy  or  outrun 
I  Ln\]  L  l\  him  —  to  close  or  extend  the  distance  in 
time.  But  we  ran  into  a  problem.  Approaching  the  speed  of 
sound,  airplanes  suffered  a  tremendous  amount  of  buffeting 
and  shaking.  In  our  P-51s  this  wasn't  a  hazard,  merely  a 
nuisance  as  we  tried  to  track  some  guy  at  high  speed.  But 
jets  were  a  different  story.  In  1944  the  army  air  corps,  real- 
izing that  the  problem  had  to  be  solved,  awarded  a  contract 
to  Bell  Aircraft  in  New  York  to  build  a  little  rocket  airplane 
called  the  Bell  X- 1 .  The  airplanes  single  mission  was  to  some- 
how fly  faster  than  sound. 

When  I  returned  from  the  war  in  the  spring  of  1945,  I 
was  assigned  to  Wright  Field  as  a  maintenance  officer,  then 
was  sent  to  test-pilot  school.  When  the  air  force  took  over 
the  X- 1  program  from  Bell  Aircraft  and  the  National  Advi- 
sory Committee  for  Aeronautics  (NACA),  I  was  selected  as 
primary  pilot  because  I  understood  systems,  and  the  X-l  was 
a  very  complex  airplane.  My  backup  was  a  first  lieutenant 
named  Bob  Hoover,  who  was  one  of  the  better  pilots  in  the 
Flight  Test  Division. 

It  took  nine  flights  in  the  X-l  over  a  period  of  69  days 
before  we  had  accomplished  our  mission  and  flew  the  air- 
plane faster  than  the  speed  of 
sound.  That  was  October  14, 
1947.  Once  again,  we  were  in 
control  of  time. 

Breaking  the  sound  bar- 
rier meant  that  we  could 
develop  fighters  that  had 
greater  speed  capability  and 
could  either  escape  from  or 
catch  the  enemy.  But  my 
thoughts  and  feelings  at  that 
time  went  beyond  combat. 
Controlling  time  also  meant 
we  had  finally  opened  up  the 
whole  universe  to  travel. 

After  getting  the  X-l 
above  the  speed  of  sound,  we 
developed  swept  wings,  delta 
wings,  thin  wings,  and  jet 
engines  with  afterburners.  We 
were  able  to  smoke  right  on 
out  to  twice  the  speed  of 
sound.  As  time  went  on,  we 
were  even  able  to  cruise  at 
speeds  three  times  the  speed 
of  sound  and  fly  across  the 
United  States  in  an  hour's 
time.  This  was  a  great  advan- 
tage for  the  military  because 
it  meant  that  we  could  fly 
reconnaissance  planes  at 
various  altitudes  and  at  very 
high  speeds  and  get  data  on 
the  military  readiness  of  dif- 
ferent countries  —  and  do  it 


so  quickly  the  enemy  had  no  time  to  respond. 

Today  we  have  the  capability  to  develop  aircraft  that  can 
not  only  fly  easily  at  four  or  five  times  the  speed  of  sound 
but  also  carry  passengers.  Now  the  control  of  time  is  not  just 
in  the  hands  of  fighter  pilots. 

People  talk  about  going  into  space,  traveling  to  the  moon 
in  two  or  three  days,  or  to  Mars  in  a  few  weeks.  I  suppose 
that  is  controlling  time,  too.  But  in  my  opinion,  there  is  no 
reason  to  travel  to  Mars,  especially  when  we  pretty  much 
know  what's  there. 

Time  remains  for  me  a  very  difficult  concept.  Time  is  a 
period  that  elapses  between  your  birth  and  your  death.  What 
you  accomplish  during  this  time  is  your  legacy.  My  legacy,  I 
suppose,  is  speed.  But  looking  back,  I  don't  think  many 
people  really  save  a  lot  of  time  by  moving  faster  from  one 
point  to  the  next,  because  from  the  time  you're  born  until 
the  time  you  die,  it's  pretty  cut-and-dried.  When  that  time 
comes,  that's  it.  You  have  to  take  advantage  of  time,  not  speed. 
That's  the  way  I  look  at  it.  ■ 


Chuck  Yeager  became  the  world's  first  supersonic  pilot  by  breaking  the 
sound  barrier  in  1947.  Currently  a  consultant  test  pilot  for  the  air  force, 
he  has  published  two  books,  Yeager  and  Press  On. 


Not  just  big,  but  full,  rich,  and  lifelike.  It's  the  Bose"  Wave"  radio.  It's  small  enough  to  fit  just 
about  anywhere,  yet  its  patented  acoustic  waveguide  speaker  technology  enables  it  to  fill  your 
room  with  high-fidelity  sound.  No  wonder  Radio  World  called  the  sound  "simply  amazing." 
There's  even  a  credit  card-sized  remote  control.  You  truly  have  to  hear  the  Wave  radio  to 
believe  it.  It's  available  directly  from  Bose  for  just  $349.  Simply  call  the  toll-free  number 
to  learn  more  about  our  in-home  trial  and  100%  satisfaction  guarantee. 

Call  today,  1-800-681-BOSE,  ext.  R9797. 

For  information  on  all  our  products:  www.bose.com/r9797 
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To  your  computer,  it  might 

Businesses  everywhere  are  wringing  their  hands  over  the  "Year  200fl 
Problem.''  That's  when  computers  will  become  totally  confused  oveJ 
what  century  it  is  —  because  many  were  allocated  only  two  digits  tdj 
identify  the  year  in  a  date  field.  To  them,  the  year  "02"  has  alway| 
meant  1 902  —  not  2002.  8S  The  problem  is  most  urgent  for  thos* 
who  deal  with  dates.  Like  actuaries.  And  benefits  administrators,  who! 
face  the  prospect  of  benefits  that  may  terminate  before  they  begin 
GS  What  can  they  do?  Find  Year  2000  experts  to  reprogram  all  o 
their  software?  Replace  their  entire  system?  Yes.  Or,  they  can 
download  their  data  to  ABR,  and  let  us  deal  with  it.  We  have  1,40(| 
people  performing  benefits  outsourcing  services  for  thousand, 
of  companies  (who  won't  have  to  worry  about  the  year  2000-1 
or  much  of  anything  else).  COBRA.  HIPAA.  Flex.  401(k).  We  do  i| 
all  UxUn  —  and  we're  ready  for  tomorrow.      ^^^\   ML   W^  W^l 
83   If  you're  short  a  couple  of  digits,      Vjj^Jr'^W&m 
give  us  a  call:  l-800-3()6-3  1  30.      Information  Services,  Inc 
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"Methinks  I  see  the  wanton  hours  flee, 

And  as  they  pass,  turn  back  and  laugh  at  me." 

-  George  Villiers,  2nd  Duke  of  Buckingham 


ENETICALIY,  THE  LAST  20,000  YEARS  have 

been  too  brief  to  have  changed 
human  beings  even  one  iota.  Yet  we 
are  not  the  same  people  as  our 
Paleolithic  ancestors.  Our  inven- 
tiveness has  given  us  increasingly 
powerful  tools,  and  those  tools  in  turn 
have  enabled  us  to  construct  the  greatest 
invention  of  all:  civilization. 

It  is  civilization  that  has  irrevocably 
changed  us,  made  us  for  better  or  worse 
into  something  altogether  different.  And 


civilization  has  done  this  through  its  end- 
less manipulation  of  time. 

We  now  finish  our  adolescence  at  an 
age  when  our  early  ancestors  died  of  old 
age.  And  the  average  man  or  woman 
today  has  a  life  expectancy  that  would 
have  been  the  stuff  of  widespread 
curiosity  and  myth  in  ancient  Greece. 

Yet  these  gains  have  come  at  consid- 
erable cost.  Life  for  early  man  may  have 
been  brutish  and  short,  but  it  was  also 
literally  pastoral  compared  to  the  hyper- 


accelerated  world  in  which  we  shockingly 
now  find  ourselves. 

Weren't  all  those  new  electronic  in- 
ventions supposed  to  give  us  more  time? 
Yet  we  seem  to  have  less  time  with  every 
passing  year.  We  now  work  seven  days 
per  week,  answer  emails  on  Sunday  morn- 
ing, take  our  beepers  and  cell  phones  with 
us  during  the  few  hours  we  have  left  to 
play.  And  there  is  that  gnawing  fear  inside 
us  that  it  is  going  to  get  much  worse 
before  it  gets  any  better.  ► 
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Put  Windows  in  the  palm 
of  your  hand— a  feat  that, 
until  recently,  could  only  be 
accomplished  by  people 

with  enormous  palms. 

Get  a  Palm-size  PC  with  an  operating  system  you're  already  familiar  with— one 
with  Windows*  CE.  These  Palm-size  PC  manufacturers  use  Windows  CE:  Casio, 
Everex,  Philips  and  Uniden. 
If  you  know  Windows,  you  know  Windows  CE. 


www.microsoft.com/windowsCE/ppc    IWfW  WSPCff  £ 

where  do  you  want  to  go  today? 


<£J1998  Microsolt  Corporation  All  rights  reserved.  Microsoft.  Where  do  you  want  to  go  today?,  Windows,  the  Windows  Start  logo  and  the  Windows  CE  logo  are  either  registered  trademark  or 
trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  Other  product  and  company  names  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 
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Does  this  look  like 
the  Year  2000  to  you? 
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To  your  computer,  it  might 

Businesses  everywhere  are  wringing  their  hands  over  the  "Year  20( 
Problem."  That's  when  computers  will  become  totally  confused  ovei 
what  century  it  is  —  because  many  were  allocated  only  two  digits  tcl 
identify  the  year  in  a  date  field.  To  them,  the  year  "02"  has  always| 
meant  1902  —  not  2002.  w  The  problem  is  most  urgent  for  the 
who  deal  with  dates.  Like  actuaries.  And  benefits  administrators,  whcl 
face  the  prospect  of  benefits  that  may  terminate  before  they  begin. 
w  What  can  they  do?  Find  Year  2000  experts  to  reprogram  all  oil 
their  software?  Replace  their  entire  system?  Yes.  Or,  they  can 
download  their  data  to  ABR,  and  let  us  deal  with  it.  We  have  1,40C 
people  performing  benefits  outsourcing  services  for  thousands 
of  companies  (who  won't  have  to  worry  about  the  year  2000- 
or  much  of  anything  else).  COBRA.  HIPAA.  Flex.  401(k).  We  do  iij 
all  today—  and  we're  ready  for  tomorrow.      rtVT\  JL    ■%  V 
©  If  you're  short  a  couple  of  digits,      Q^^%^9^1 
give  us  a  call:  1-800-366-3  1  30.      Information  Services,  Inc 
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The  changing  human  clock 
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I  has  passed  through  four  distinct  ages,  the  stages  of  life  and  the  breakdown  of 
the  day  have  fluctuated  noticeably.  Spurred  on  by  a  wide  range  of  inventions,  discoveries, 
and  lifestyle  improvements,  our  life  expectancy  has  steadily  increased.  All  the  while,  the  stages 
of  our  development  within  that  life  span  have  changed.  In  earlier  times,  old  age  was  a 
period  of  life  rarely  encountered;  for  modern  man,  it  is  expected.  Adolescence  in  the  first  three 
ages  was  merely  a  fleeting  year  or  two.  Now  it  is  an  institution,  creating  demand  for  books 
and  psychologists  on  how  to  deal  with  it,  as  well  as  clothes,  music,  and  culture  to  signify  it. 
As  our  life  periods  changed,  so  changed  our  daily  biological  clocks,  portioned  into  three 
periods:  work,  sleep,  and  play.  Some  of  the  change  can  be  traced  to  the  same  developments 
that  have  changed  our  life  expectancy,  some  to  a  changing  of  priorities.  Sleep  is  still  sleep — 
only  now  .\e  get  slightly  less  of  it  and  those  hours  are  filled  with  different  dreams. 


infancy  birth  to  5  years  old 
childhood  5  to  14  years  old 
adolescence  14  to  15  years  old 
adulthood  15  to  40  years  old 
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tars  old 


fancy 
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rary  to  what  you  may  have  learned  in  school,  the  life  of  Stone  Age  man — both  how 
te  filled  his  day  and  how  he  lived  his  life  —  is  largely  unknown.  For  example,  there  js  even 

bout  how  long  early  man  slept  each  night  What  we  do  know  is  largely  guesswork 
derived  from  cave  paintings,  old  tools,  and  studies  of  today's  primitive  peoples.  We  can 
assume,  however,  that  Hobbes  was  at  least  partly  right:  Life  was  short.  Stone  Age  man 
was  old  at  40 — and  few  ever  saw  old  age.  Infancy,  thanks  to  nursing,  was  long,  as  was 
childhood.  But  adulthood,  marriage,  and  parenthood  arrived  together,  and  early. 
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^rth  to  3  years  old 
xt  3  to  15  years  old 
1 15  to  16  years  old    'jM 
d  16  to  46  years  old 
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Classical  m 


piay  6  hours 


36 yea, 

'age  46+  years  old 


Egypt,  Greece,  and  Rome  are  a  culmination  of  the  agricultural 
revolution  that  began  about  7000  B.C.  The  cultivation  of  crops  and 
the  breeding  of  livestock  led  to  commerce,  language,  money — and 
civilization.  Thanks  to  better  nutrition.  Classical  man  lived  longer  than 
his  Stone  Age  ancestors.  But  civil  society  also  brought  with  it 
ipidemics,  mass  warfare,  taxes,  and  bureaua 

y  was  busier  and  more  stressful.  The  first  forms  bffl| 
Hmost  of  them  bloody,  appeared.  Infancy  was  shonB 

Wger,  as  was  old  age,  though  it  was  still  rare  enough  ^ 
to  be  venerated.  r  .>" 
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^rth  to  3  years  old 
Wtp  15  years  old 
>  15  to  16  years  old 
16  \o  46  years  old 
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Egypt,  Greece,  and  Rome  are  a  culmination  of  the  agricultural 
revolution  that  began  about  7000  B.C.  The  cultivation  of  crops  and 
the  breeding  of  livestock  led  to  commerce,  language,  money — and 
civilization.  Thanks  to  better  nutrition,  Classical  man  lived  longer  than 
his  Stone  Age  ancestors.  But  civil  society  also  brought  with  it  a  I 
pic's,  mass  warfare,  taxes,  and  bure^M 
insier  and  more  stressful.  The  first  forms  o™| 
plnost  of  them  bloody,  appeared.  Infancy  was  shoW 
longer,  as  was  old  age,  though  it  was  still  rare  enough  ^ 
to  be  venerated .  W ./ 


icy  birth  to  7 years  old 
childhood  7  to  14  years  old 
14  to  16  years  old 
16  to  45  years  old 
45+  years  old 


47years 


In  a  single  century,  beginning  in  1795,  most  of  the  developed  world 
moved  from  the  country  into  the  city,  the  most  extraordinary  migration 
Hi  history.  What  they  found  there  was,  contrary  to  myth,  better  nutrition, 
better  medicine,  and  longer  lives.  Thanks  to  public  education,  the  perio? 
of  formative  years  was  longer,  and  we  began  to  see  the  rise  of  adolescence. 
Marriage  still  came  early,  creating  another  new  phenomenon:  the  golc 
wedding  anniversary.  Despite  labor  laws,  Industrial  man  had  less 
le  and  city  life  was  fraught  with  peril:  crime,  disease  anonymit 

leassembly  line. 


'.•?? 


9  hours 


infancy  birth  to  2  years 
childhood  2  to  11  years  old 
adolescence  11  to  19  years 

lulthood  19  to  65  yeai 
old  age  65+  years 


Modern  man 


The  technology  revolution  of  the  second  half  of  the  20th  century 
seems  to  deliver  a  miracle  a  day  in  medicine,  communications, 
and  entertainment.  For  now,  at  least,  disease  has  largely  been 
defeated  in  the  developed  world,  as  has  hunger — resulting  in  an 
unprecedented  jump  in  life  expectancy.  For  the  first  time,  old  age 
is  a  common  experience,  lasting  a  decade  or  more.  Adolescence  has 
grown  to  be  a  defining  part  of  life,  while  marriage  and  parenthood 

HovBut  childhood  gS 
)f  it,  is  now  the  dominant  force.  Day 
and  workirw  motherhood  have  all  but  erased  infancy.  And  in 
ir  daily  life,  work  at     jlay — now  nearly  indistinguishable  — 
have  carved  away  at  sleep.  ;  ■-..,,  ^B 
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before  whisking  us  across  continents  as  we  nap.  It  is  all  so 
fantastically  fine. 

Lately  this  leaves  me  uneasy.  Does  it  you?  Do  you  won- 
der how  and  why  exactly  we  have  it  so  different,  so  nice  com- 
pared to  thousands  of  years  of  peasants  eating  rocks?  Is  it 
possible  that  we,  the  people  of  the  world,  are  being  given  a 
last  great  gift  before  everything  changes?  To  me  it  feels  like 
a  gift.  Only  three  generations  ago,  my  family  had  to  sweat  in 
the  sun  to  pull  food  from  the  ground. 


Another  thing.  The  marvels  that  are  part  of  our  every- 
day lives  —  computers,  machines  that  can  look  into  your  body 
and  see  everything  but  your  soul  —  are  so  astounding  that 
most  of  us  who  use  them  don't  really  understand  exacdy  what 
they're  doing  or  how  they  do  it.  This  too  is  strange.  The 
day  the  wheel  was  invented,  the  crowd  watching  understood 
immediately  what  it  was  and  how  it  worked.  But  I  cannot 
explain  with  any  true  command  how  the  MRI  that  finds  a 
tumor  works.  Or  how,  for  that  matter,  the  fax  works.     ►  78 
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birth  to  3  years  old 
gfeft  f  o  15  years  old 
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Egypt,  Greece,  and  Rome  are  a  culmination  of  the  agricultural 
revolution  that  began  about  7000  B.C.  The  cultivation  of  crops  and 
the  breeding  of  livestock  led  to  commerce,  language,  money — and 
civilization.  Thanks  to  better  nutrition,  Classical  man  lived  longer  than 
cestors.  But  civil  society  also  brought  with  it  a  host 
reats:  epidemics,  mass  warfare,  taxes,  and  buieaucra 
ay  was  busier  and  more  stressful.  The  first  forms  ofnH 

Hmost  of  them  bloody,  appeared.  Infancy  was  shot™ 
longer,  as  was  old  age,  though  it  was  still  rare  enough  ^ 
be  venerated.  w  ../':■ 
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suppose  it  is  commonplace  to  say  it,  but  it's  true:  There 
is  no  such  thing  as  time.  The  past  is  gone  and  no  longer 
exists,  the  future  is  an  assumption  that  has  not  yet  come, 
all  you  have  is  the  moment  —  this  one  —  but  it  too  has 
passed... just  now. 

The  moment  we  are  having  is  an  awfully  good  one, 
though.  History  has  handed  us  one  of  the  easiest  rides  in 
all  the  story  of  man.  It  has  handed  us  a  wave  of  wealth  so 
broad  and  deep  that  it  would  be  almost  disorienting  if  we 
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thought  about  it  a  lot,  which  we  don't.  But:  We  know  such 
comfort!  We  sleep  on  beds  that  are  soft  and  supporting,  eat 
food  that  is  both  good  and  plentiful.  We  touch  small  levers 
and  heat  our  homes  to  exacdy  the  degree  we  desire;  the  pores 
of  our  bare  arms  are  open  and  relaxed  as  we  read  the  Times 
in  our  T-shirts,  while  two  feet  away,  on  the  other  side  of 
the  plate  glass  window,  a  blizzard  rages.  We  turn  levers  and 
get  clean  water,  push  a  button  for  hot  coffee,  open  doors  and 
get  ice  cream,  take  short  car  trips  to  places  where  planes  wait 
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before  whisking  us  across  continents  as  we  nap.  It  is  all  so 
fantastically  fine. 

Lately  this  leaves  me  uneasy.  Does  it  you?  Do  you  won- 
der how  and  why  exacdy  we  have  it  so  different,  so  nice  com- 
pared to  thousands  of  years  of  peasants  eating  rocks?  Is  it 
possible  that  we,  the  people  of  the  world,  are  being  given  a 
last  great  gift  before  everything  changes?  To  me  it  feels  like 
a  gift.  Only  three  generations  ago,  my  family  had  to  sweat  in 
the  sun  to  pull  food  from  the  ground. 


Another  thing.  The  marvels  that  are  part  of  our  every- 
day lives  —  computers,  machines  that  can  look  into  your  body 
and  see  everything  but  your  soul  —  are  so  astounding  that 
most  of  us  who  use  them  don't  really  understand  exactly  what 
they're  doing  or  how  they  do  it.  This  too  is  strange.  The 
day  the  wheel  was  invented,  the  crowd  watching  understood 
immediately  what  it  was  and  how  it  worked.  But  I  cannot 
explain  with  any  true  command  how  the  MRI  that  finds  a 
tumor  works.  Or  how,  for  that  matter,  the  fax  works.     ►  78 
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<  77    We  would  feel  amazement,  or  even, 

again,  a  mild  disorientation,  if  we  were  busy 

feeling  and  thinking  long  thoughts  instead 

of  doing  —  planning  the  next  meeting, 

appointment,  consultation,  presentation, 

vacation.  We  are  too  busy  doing  these  things  to  take  time 

to  see,  feel,  parse,  and  explain  amazement. 

Which  gets  me  to  time. 

We  have  no  time!  Is  it  that  way  for  you?  Every- 
one seems  so  busy.  Once,  a  few  years  ago,  I  sat  on  the 
Spanish  Steps  in  Rome.  Suddenly  I  realized  that  every- 
one, all  the  people  going  up  and  down  the  steps,  was 
hurrying  along  on  his  or  her  way  somewhere.  I 
thought,  Everyone  is  doing  something.  On  the  streets 
of  Manhattan,  they  hurry  along  and  I  think,  Everyone 
is  busy.  I  don't  think  I've  seen  anyone  amble,  except  at 
a  summer  place,  in  a  long  time.  I  am  thinking  here 
of  a  man  I  saw  four  years  ago  at  a  litde  pier  in  Martha's 
Vineyard.  He  had  plaid  shorts  and  white  legs,  and  he 
was  walking  sort  of  stiffly,  jerkily.  Maybe  he  had  mild 
Parkinson's,  but  I  think:  Maybe  he's  just  arrived  and 
trying  to  get  out  of  his  sprint  and  into  a  stroll. 

All  our  splendor,  our  comfort,  takes  time  to  pay 
for.  And  affluence  wants  to  increase;  it  carries  within 
it  an  unspoken  command:  More!  Affluence  is  like 
nature,  which  always  moves  toward  new  life.  Nature 
does  its  job;  affluence  enlists  us  to  do  it.  We  hear  the  com- 
mand for  "More!"  with  immigrant  ears  that  also  hear  "Do 
better!"  or  old  American  ears  that  hear,  "Sutter  is  rich,  there's 
gold  in  them  hills,  onward  to  California!"  We  carry  Califor- 
nia within  us;  that  is  what  it  is  to  be  human,  and  American. 
So  we  work.  The  more  you  have,  the  more  you  need,  the 


more  you  work  and  plan.  This  is  odd  in  part  because  of  all 
the  spare  time  we  should  have.  We  don't,  after  all,  have  to 
haul  water  from  the  crick.  We  don't  have  to  kill  an  antelope 
for  dinner.  I  can  microwave  a  Lean  Cuisine  in  four  minutes 
and  eat  in  five.  I  should  have  a  lot  of  extra  time  —  more, 
say,  than  a  cavewoman.  And  yet  I  feel  I  do  not.  And  I  think: 
That  cavewoman  watching  the  antelope  turn  on  the  spit,  she 


was  probably  happily  daydreaming  about  how  shadows 
played  on  the  walls  of  her  cave.  She  had  time. 

It's  not  just  work.  We  all  know  the  applications  of  Parkin- 
son's Law,  that  work  expands  to  fill  the  time  allotted  to  com- 
plete it.  This  isn't  new.  But  this  is:  So  many  of  us  feel  we  have 
no  time  to  cook  and  serve  a  lovely  three-course  dinner,  to 
write  the  long,  thoughtful  letter, 
to  ever  so  patiently  tutor  the 
child.  But  other  generations,  not 
so  long  ago,  did.  And  we  have 
more  timesaving  devices  than 
they  did. 

We  invented  new  technolo- 
gies so  that  work  could  be  done 
more  efficiently,  more  quickly. 
We  wished  it  done  more 
quickly  so  we  could  have  more 
leisure  time.  (Wasn't  that  the 
plan?  Or  was  it  to  increase  our 
productivity?) 

But  we  have  less  leisure 
time,  it  seems,  because  these 
technologies  encroach  on  our 
leisure  time. 

You  can  be  beeped  on  safari! 
Be  faxed  while  riding  an  ele- 
phant and  receive  email  while  menaced  by  a  tiger.  And  if 
you  can  be  beeped  on  safari,  you  will  be  beeped  on  safari. 
This  gives  you  less  time  to  enjoy  being  away  from  the 
demands  of  time. 

Twenty  years  ago  when  I  was  starting  out  at  CBS  on  the 
radio  desk,  we  would  try  each  day  to  track  down  our  roving 
foreign  correspondents  and  get  them  to  file  on  the 
phone  for  our  morning  news  broadcasts.  I  would 
go  to  the  daily  log  to  see  who  was  where.  And  not 
infrequently  it  would  say  that  Smith,  in  Beirut,  is 
"out  of  pocket,"  i.e.,  unreachable,  unfindable  for  a 
few  days.  The  official  implication  was  that  Smith 
was  out  in  the  field  traveling  with  the  guerrillas.  But 
I  thought  it  was  code  for  Smith  is  drunk,  or  Smith 
is  on  deep  background  with  a  really  cute  source.  I'd 
think,  Oh,  to  be  an  out-of-pocket  correspondent  on 
the  loose  in  Cairo,  Jerusalem,  Paris  —  what  a  thing. 
But  now  there  is  no  out  of  pocket.  Now  every- 
one can  be  reached  and  found,  anywhere,  anytime. 
Now  there  is  no  hiding  place. 

We  are  "in  the  pocket."  What  are  we  in  the  pocket 
of?  An  illusion,  perhaps,  or  rather  many  illusions: 
that  we  must  know  the  latest,  that  we  must  have  a 
say,  that  we  are  players,  are  needed,  that  the  next 
score  will  change  things,  that  through  work 
we  can  quench  our  thirst,  that,  as  they  said 
in  the  sign  over  the  entrance  of  Auschwitz, 
"Work  Brings  Freedom."  That  we  must  bow 
to  "More!"  and  pay  homage  to  California. 

I  live  a  life  of  only  average  intensity,  and 
yet  by  9  p.m.  I  am  quite  stupid,  struck     i 
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dumb  with  stimuli  fatigue.  I  am  tired  from  10  hours  of  the 
unconscious  strain  of  planning,  meeting,  talking,  thinking. 
It  vou  clench  your  fist  for  10  hours  and  then  let  go,  your  hand 
will  jerk  and  tremble.  My  brain  trembles.  I  sit  on  the  couch 
at  night  with  my  son.  He  watches  TV  as  I  read  the  National 
Enquirer  and  the  Star.  This  is  wicked  of  me,  I  know,  but  the 
Enquirer  and  the  Star  have  almost  more  pictures  than 
words;  there  are  bright  pictures  of  movie  stars,  of  tele- 
vision anchors,  of  the  woman  who  almost  choked  to 
death  when,  in  a  state  of  morning  confusion,  she  acci- 
dentally put  spermicidal  jelly  on  her  toast.  These  stories 
are  just  right  for  the  mind  that  wants  to  be  diverted  by 
something  that  makes  no  demands. 

I  have  time  at  9.  But  I  am  so  flat-lined  that  I  find  it  very 
hard  to  make  the  heartening  phone  call  to  the  nephew, 
to  write  the  long  letter.  Oftei>  I  don't. 
I  feel  guilty  and  treat  myself  with 
Haagen-Dazs  therapy.  I  will  join  a 
gym  if  I  get  time. 

When  a  man  can  work  while  at 
home,  he  will  work  while  at  home. 
When  a  man  works  at  home,  the  wall 
between  workplace  and  living  place, 
between  colleague  and  family,  is  low- 
ered or  removed.  Does  family  life  spill 
over  into  work  life?  No.  Work  life 
spills  over  into  family  life.  You  do  not  wind  up  taking  your 
son  for  a  walk  at  work,  you  wind  up  teleconferencing  dur- 
ing softball  practice.  This  is  not  progress.  It  is  not  more  time 
but  less.  Maybe  our  kids  will  remember  us  as  there  but 
not  there,  physically  present  but  carrying  the  faces  of  men 
and  women  who  are  strategizing  the  sale. 

I  often  think  how  much  I'd  like  to  have  a  horse.  Not  that 
I  ride,  but  I  often  think  I'd  like  to  learn.  But  if  I  had  a  horse,  I 
wouldn't  be  making  room  for  the  one  hour  a  day  in  which 
I  would  ride.  I  would  be  losing  hours,  seeing  to  Flicka's  feed- 


ing and  housing  and  cleaning  and  loving  and  overall  well- 
being.  This  would  cost  money.  I  would  have  to  work  hard  to 
get  it.  I  would  have  less  time. 

Who  could  do  this?  The  rich.  The  rich  have  time  because 
they  buy  it.  They  buy  the  grooms  and  stable  keepers  and 
accountants  and  bill  payers  and  negotiators  for  the  price  of 
m  oats.  Do  they  enjoy  it?  Do  they  think,  It's  great  to 
lap  be  rich,  I  get  to  ride  a  horse?  Oh,  I  hope  so.  If  you 
J  can  buy  time,  you  should  buy  it.  This  year  I  am 
going  to  work  very  hard  to  get  some. 

During  the  summer,  when  you  were  a  kid,  your 
dad  worked  a  few  towns  away  and  left  at  8:30; 
Mom  stayed  home  smoking  and  talking  and  ironing.  You 
biked  to  the  local  school  yard  for  summer  activities  — 
twirling,  lanyard  making,  dodgeball  —  until  afternoon.  Then 
you'd  go  home  and  play  in  the  street.  At  5:30  Dad  was  home 
and  at  6  there  was  dinner,  meat  loaf,  mashed  potatoes,  and 
canned  corn.  Then  TV  and  lights  out. 

Now  it's  more  like  this:  Dad  goes  to  work  at  6:15,  to  the 
city,  where  he  is  an  executive;  Mom  goes  to  work  at  the  bank 
where  she's  a  vice  president,  but  not  before  giving  the 
sitter  the  keys  and  bundling  the  kids  into  the  car  to  go 
to,  respectively,  soccer  camp,  arts  camp,  Chinese  lessons,  ther- 
apy, the  swim  meet,  computer  camp,  a  birthday  party,  a  play 
date.  Then  home  for  an 
impromptu  barbecue  of 
turkey  burgers  and  a 
salad  with  fresh  Parme- 
san cheese  followed 
by  summer  homework, 
Nintendo,  and  TV  — 
the  kids  lying  splayed 
on  the  couch,  dead- 
eyed,  like  denizens  of  a 
Chinese  opium  den  — 
followed  by  "Hi,  >-80 
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<  79     Mom,"  "Hi,  Dad,"  and  bed. 

Life  is  so  much  more  interesting  now!  It's  not  boring,  like 
1957.  There  are  things  to  do:  The  culture  is  broader,  more 
sophisticated;  there's  more  wit  and  creativity  to  be  witnessed 
and  enjoyed.  Moms,  kids,  and  dads 
have  more  options,  more  possibilities. 
This  is  good.  The  bad  news  is  that  our 
options  leave  us  exhausted  when  we 
pursue  them  and  embarrassed  when 
we  don't. 

Good  news:  Mothers  do  not  be- 
come secret  Valium  addicts  out  of 
boredom  and  loneliness,  as  they  did  30  and  40  years  ago. 
And  Dad's  conversation  is  more  interesting  than  his  father's. 
He  knows  how  Michael  Jordan  acted  on  the  Nike  shoot,  and 
tells  us.  The  other  night  Dad  worked  late  and  then  they  all 
went  to  a  celebratory  dinner  at  Rao's  where  they  sat  in  a 
booth  next  to  Warren  Beatty,  who  was  discussing  with  his 

publicist  the  media  campaign  for  Bulworth. 

Beatty  looked  great,  had  a  certain  watchful 

dignity,  had  the  vodka  penne. 

Bad  news:  Mom  hasn't  noticed  but  she's 

half  mad  from  stress.  Her  face  is  older  than 
her  mother's,  less  innocent,  because  she  has  burned  through 
her  facial  subcutaneous  fat  and  because  she  unconsciously 
holds  her  jaw  muscles  in  a  tense  way.  But  it's  okay  because 
the  collagen,  the  Botox,  the  Retin-A  and  alpha  hydroxy,  and 
a  better  diet  than  her  mother's  (Mom  lived  on  starch,  it  was 
the  all-carbo  diet)  leave  her  looking  more...  fit.  She  does  not 
have  her  mother's  soft,  maternal  weight.  The  kids  do  not  feel 
a  pillowy  yielding  when  they  hug  her;  they  feel  muscles  and 
smell  Chanel  body  moisturizer. 

When  Mother  makes  fund-raising  calls  for  the  school,  she 
does  not  know  it  but  she  barks:  "Yeah,  this  is  Claire  Marietta 
on  the  cookie  drive  we  need  your  cookies  tomorrow  at  3  in 
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the  gym  if  you're  late  the 
office  is  open  'til  4  or  you 
can  write  a  check  for  $12  any 
questions  call  me."  Click. 

Mom  never  wanted  to  be 
Barbara  Billingsley.  Mom 
got  her  wish. 

What  will  happen?  How 
will  the  future  play  out? 
Well,  we're  going  to  get  more 
time.  But  it's  not  pretty  how 
it  will  happen,  so  if  you're  in 
a  good  mood,  stop  reading 
here  and  go  hug  the  kids 
and  relax  and  have  a  drink 
and  a  nice  pointless  conver- 
sation with  your  spouse. 

Here  goes:  It  has  been 
said  that  when  an  idea's  time 
has  come  a  lot  of  people  are 
likely  to  get  it  at  the  same 
time.  In  the  same  way,  when 
something  begins  to  flicker  out  there  in  the  cosmos,  a 
number  of  people,  a  small  group  at  first,  begin  to  pick  up  the 
signals.  They  start  to  see  what's  coming. 

Our  entertainment  industry,  interestingly  enough,  has 
plucked  something  from  the  unconscious  of  a 
small  collective.  For  about  30  years  now,  but 
accelerating  quickly  this  decade,  the  industry  has 
been  telling  us  about  The  Big  Terrible  Thing. 
Space  aliens  come  and  scare  us,  nuts  with  nukes 
try  to  blow  us  up. 

This  is  not  new:  In  the  '50s  Michael  Rennie 
came  from  space  to  tell  us  in  The  Day  the  Earth 
Stood  Still  that  if  we  don't  become  more  peaceful  our  planet 
will  be  obliterated.  But  now  in  movies  the  monsters 
aren't  coming  close,  they're  hitting  us  directly.  Meteors 
the  size  of  Texas  come 
down  and  take  out  the 
eastern  seaboard,  vol- 
canoes swallow  Los 
Angeles,  Martians  blow 
up  the  White  House. 
The  biggest-grosser  of 
all  time  was  about  the 
end  of  a  world,  the  cata- 
strophic sinking  of  an 
unsinkable  entity. 

Something's  up.  And 
deep  down,  where  the 
body  meets  the  soul, 
we  are  fearful.  We  fear, 
down  so  deep  it  hasn't 
even  risen  to  the  point  of 
articulation,  that  with  all 
our  comforts  and  amuse- 
ments, with  all  our  toys 


and  bells  and  whistles...  we  wonder  if  what  we  really  have 
is.. .a  first-class  stateroom  on  the  Titanic.  Everything's 
wonderful,  but  a  world  is  ending  and  we  sense  it. 

I  don't  mean:  "Uh-oh,  there's  a  depression  coming."  I 
mean:  We  live  in  a  world  of  3  billion  men  and  hundreds  of 
thousands  of  nuclear  bombs,  missiles,  warheads.  It's  a  world 
of  extraordinary  germs  that  can  be  harnessed 
and  used  to  kill  whole  populations,  a  world 
ot  extraordinary  chemicals  that  can  be  har- 
nessed and  used  to  do  the  same. 

Three  billion  men,  and  it  takes  only  half  a 
dozen  bright  and  evil  ones  to  harness  and  deploy. 

What  are  the  odds  it  will  happen?  Put  it  another  way: 
What  are  the  odds  it  will  not?  Low.  Nonexistent,  I  think. 

When  you  consider  who  is  gifted  and  crazed  with 
rage...  when  you  think  of  the  terrorist  places  and  the  ter- 
rorist countries. ..who  do  they  hate  most?  The  Great  Satan, 
the  United  States.  What  is  its  most  important  place?  Some 


would  say  Washington.  I  would  say  the  great  city  of  the 
United  States  is  the  great  city  of  the  world,  the  dense  10- 
mile-long  island  called  Manhattan,  where  the  economic 
and  media  power  of  the  nation  resides,  the  city  that  is 
the  psychological  center  of  our  modernity,  our  hedonism, 
our  creativity,  our  hard-shouldered  hipness,  our  unthink- 
ing arrogance. 

If  someone  does  the  big,  terrible  thing  to  New  York  or 
Washington,  there  will  be  a  lot  of  chaos  and  a  lot  of  lines 
going  down,  a  lot  of  damage,  and  a  lot  of  things  won't  be 
working  so  well  anymore.  And  thus  a 
lot  more. ..time.  Something  tells  me  we 
won't  be  teleconferencing  and  faxing 
about  the  Ford  account  for  a  while!  The 
psychic  blow  —  and  that  is  what  it  will 
be  as  people  absorb  it,  a  blow,  an  insult 
that  reorders  and  changes  —  will  shift 
our  perspective  and  priorities,  dramatically,  and  for  longer 
than  a  while.  Something  tells  me  more  of  us  will  be  pray- 
ing, and  hard  (one  side  benefit  of  which  is:  There  is  some- 
times a  quality  of  stopped  time  when  you  pray.  You  get  out- 
side time). 

Maybe,  of  course,  I'm  wrong.  But  I  think  of  the  friend 
who  lives  on  Park  Avenue  who  turned  to  me  once  and  said, 
out  of  nowhere,  "If  ever  something  bad  is  going  to  happen 


to  the  city,  I  pray  each  day  that 
God  will  give  me  a  sign.  That 
He  will  let  me  see  a  rat  stand 
up  on  the  sidewalk.  So  I'll  know 
to  gather  the  kids  and  go." 

I  absorbed  this  and,  two 
years  later,  just  a  month  ago, 
poured  out  my  fears  to  a  for- 
mer high  official  of  the  United 
States  government.  His  face 
turned  grim.  I  apologized  for 
being  morbid.  He  said  no,  he 
thinks  the  same  thing.  He 
thinks  it  will  happen  in  the 
next  year  and  a  half.  I  was  surprised,  and  more  surprised 
when  he  said  that  an  acquaintance,  a  former  arms  expert  for 
another  country,  thinks  it  will  happen  in  a  matter  of  months. 
So  now  I  have  frightened  you.  But  we  must  not  sit  around 
and  be  depressed.  "Don't  cry,"  Jimmy  Cagney  once 
said.  "There's  enough  water  in  the  goulash  already." 
We  must  take  the  time  to  do  some  things.  We 
must  press  government  officials  to  face  the  big,  ter- 
rible thing.  They  know  it  could  happen  tomorrow; 
they  just  haven't  focused  on  it  because  there's  no 
Armageddon  constituency.  We  should  press  for 
more  from  our  foreign  intelligence  and  our  defense 
systems,  and  press  local,  state,  and  federal  leaders 
to  become  more  serious  about  civil  defense  and 
emergency  management. 

The  other  thing  we  must  do  is  the  most  impor- 
tant. I  once  talked  to  a  man  who  had  a  friend  who'd 
done  something  that  took  his  breath  away.  She  was 
single,  middle-aged  and  middle  class,  and  wanted  to  find  a 
child  to  love.  She  searched  the  orphanages  of  South  Amer- 
ica and  took  the  child  who  was  in  the  most  trouble,  sick  and 
emotionally  unwell.  She  took  the  little  girl  home 
and  loved  her  hard,  and  in  time  the  little  girl  grew 
and  became  strong,  became  in  fact  the  kind  of 
person  who  could  and  did  help  others.  Twelve 
years  later,  at  the  girl's  high  school  graduation,  she  won  the 
award  for  best  all-around  student.  She  played  the  piano  for 
the  recessional.  Now  she's  at  college. 

The  man's  eyes  grew  moist.  He'd  just  been  to  the  gradu- 
ation. "These  are  the  things  that  stay  God's  hand,"  he  told  me. 
I  didn't  know  what  that  meant.  He  explained:  These  are  the 
things  that  keep  God  from  letting  us  kill  us  all. 

So  be  good.  Do  good.  Stay  his  hand.  And  pray.  When 
the  Virgin  Mary  makes  her  visitations  —  she's  never  made  so 
many  in  all  of  recorded  history  as  she  has  in  this  century — 
she  says:  Pray!  Pray  unceasingly! 

I  myself  don't,  but  I  think  about  it  a  lot  and  sometimes 
pray  when  I  think.  But  you  don't  have  to  be  Catholic  to  take 
this  advice. 

Pray.  Unceasingly.  Take  the  time.  ■ 


Peggy  Noonan  was  a  special  assistant  to  President  Reagan  and  chief 
speechwriter  for  George  Bush  in  1988.  She  is  the  author,  most  recently, 
of  Simply  Speaking. 
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CAN  still  remember  when  time  was  too  abundant  to 
seem  valuable.  As  a  boy  in  New  Orleans,  I  could  flush 
whole  months  down  the  drain  without  concern  that  I  was 
depleting  a  scarce  resource,  that  I  was  somehow  spend- 
ing time.  Of  course,  to  a  child,  time  is  the  gray  brick  wall 
that  stands  between  you  and  Christmas  morning. 

But  it  wasn't  just  childhood.  Old  Southern  attitudes, 
especially  when  united,  as  they  were  in  New  Orleans,  with 
economic  impotence,  encourage  the  opposite  of  urgency. 
In  New  Orleans  even  the  grown-ups  seemed  to  have  all  the 
time  in  the  world.  When  two  New  Orleaneans  bumped  into 
each  other  on  the  street,  they  didn't  exchange  pleasantries, 
they  exchanged  genealogies.  Old  New  Orleaneans  could  be 
almost  ironic  in  their  timelessness.  A  simple  telephone  call, 
the  ostensible  purpose  of  which  was  to  find  a  time  to  visit, 
could  last  an  hour,  at  the  end  of  which  both  parties  would 
apologize  for  not  having  more  time  to  talk. 

The  first  inkling  I  had  that  time  could  be  something  other 
than  infinite  was  when  I  saw  my  college  roommate,  a  Korean 
immigrant,  plan  his  day.  His  life  was  as  synchronized  as  the 
Normandy  invasion.  Every  night  before  he  went  to  bed,  he 
laid  a  single  sheet  of  white  typing  paper  out  on  his  immac- 
ulate desk.  Using  a  ruler  and  a  No.  2  pencil,  he  divided  the 
paper  into  perfect  little  rectangles.  Each  rectangle  represented 
15  minutes  of  the  following  day.  Into  these  blocks  went  every- 
thing he  would  do,  including  three  visits  to  the  men's  room. 
To  a  Korean  immigrant,  time  was  so  precious  it  could  not  be 
left  to  chance. 

In  their  attitudes  toward  time,  the  new  Korean  immigrant 
and  the  old  New  Orleanean  probably  describe  the  two  ends 
of  the  American  spectrum.  The  behavior  at  each  end  makes 
sense,  in  its  way.  On  one  end  is  the  quintessential  climber, 
spurred  on  by  his  fear  that  he  will  somehow  fail  to  gain  a 
grip  on  his  society.  On  the  other  end  is  the  quintessential 
faller,  unaware  of  the  erosion  of  the  toehold  his  forebears 
have  taken  for  granted  for  a  hundred  years. 

Less  comprehensible  is  the  behavior  across  the  rest  of  this 
American  spectrum,  especially  where  fortunes  are  essentially 
secure.  In  the  great  arenas  of  American  ambition  —  Wall 
Street,  Capitol  Hill,  Hollywood,  Silicon  Valley  —  you  can 
see  the  richest  and  most  powerful  Americans  treating 
time  with  something  akin  to  the  grim  fanaticism  of  >84 


Painting   by   George    Tooker 
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•^  83  the  Korean  immigrant.  Consider  the 
following  examples  (which  I  have  numbered 
to  save  time): 

1.  A  dozen  engineers  join  a  new  Silicon  Valley  startup 
company.  These  young  men  are  not  quite  millionaires,  but 
they  are  about  as  permanently  employable  as  people  can  be. 
When  hired,  they  agree  to  the  most  onerous  terms:  For  the 
first  nine  months  of  the  startup,  they  must  forsake  their  pri- 
vate lives.  Sunday  is  officially  a  workday;  there  is  no  such 
thing  as  quitting  time,  and  so  on.  All  quite  happily  agree. 
And  for  the  next  nine  months,  the  young  engineers  spend 
100  hours  a  week  in  their  cubicles.  They  tell  friends  and  fam- 
ily they  have  no  time  for  anything  else. 
But  later,  when  they  share  war  stories, 
they  will  recall  the  countless  hours  in 
the  office  they  spent  shooting  the  shit 
and  playing  field  hockey  with  each 
other  in  the  hallways. 

2.  A  New  York  financier  who  has 
made  hundreds  of  millions  of  dollars 
buying  companies  and  carving  them 
up,  leaving  ordinary  workers  with  a  great  deal  of  time  on 
their  hands,  does  not  have  time  to  fit  everyone  he  must  see 
into  normal  working  hours.  Many  mornings  he  schedules 
not  one  but  two  breakfast  meetings.  He  does  not  eat  break- 
fast. He  hasn't  time.  Indeed,  he  does  not  remain  at  either 
breakfast  long  enough  for  the  people  to  eat.  He  lets  all  who 
have  arisen  at  5:30  in  the  morning  to  meet  with  him  know 
how  sorry  he  is  that  he  must  hurry  off. 

3.  A  freshman  congressman  from  Arizona  sleeps  on  the 
floor  of  his  Capitol  Hill  office.  He  could  easily  afford  to  rent 
an  apartment  and  sleep  in  a  bed,  but  he  claims  he  doesn't 
want  to  waste  time  by  going  home.  Oddly,  he  is  a  libertarian 
Republican.  That  is,  the  government  of  his  dreams  is  a  gov- 
ernment in  which  congressmen  do  nothing  but  drive  back 
and  forth  from  home  to  office. 

4.  A  leading  Silicon  Valley  venture  capitalist  finds  he  has 
no  time  for  his  family.  Specifically,  he  is  unable  to  do  both 
his  job  and  his  life.  To  avoid  becoming  a  stranger  in  his  own 
household,  he  announces  that  he  will  take  a  six-month  leave 
of  absence  from  work.  At  a  time  when  the  average  German 
worker  finds  it  unthinkable  to  be  granted  fewer  than  five 
weeks  of  vacation  a  year,  an  American  male  with  a  quarter 
of  a  billion  dollars  to  his  name  cannot  afford  to  take  a  week 
off  without  guilt. 

5.  A  famous  American  magazine  editor  telephones  writ- 
ers to  commission  articles.  He  does  not  place  these  calls 
himself.  His  secretary  does  it  for  him.  When  she  reaches 

the  writers,  she  says,  "Mr.  K is  calling  for  you.  Please 

hold."  The  editor  keeps  the  writers  waiting  on  the  line  for 
three  minutes  before  he  picks  up. 

These  five  examples  mav  be  extreme,  but  they  are  not 
atypical  of  the  treatment  of  lime  at  the  top  of  the  American 
pyramid.  They  illustrate  several  unspoken  truths.  The  first  is 
that  even  the  most  successful  Americans  — perhaps  especially 
the  most  successful  Americans — have  no  free  time.  Or  perhaps 
they  consider  that  free  time  indicates  second-rate  behavior. 
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On  the  face  of  it,  this  comes  as  a  shock:  You  would 
think  that  rich  and  powerful  people  would  have  much 
more  free  time  than  lesser  mortals.  And  once  upon  a  time 
they  did.  But  in  what  once  was  called  the  leisure  class  there 
is  now  no  leisure. 

The  second  related  point  is  that  time  is  not  merely  a  mat- 
ter of  minutes  and  hours  and  days.  It  is,  in  and  of  itself, 
a  status  good.  And'  a  strange  status  good  it  is,  because  it 
is  a  negative  status  good.  The  more  one  appears  to  have  of 
it,  the  worse  off  one  appears  to  be.  Only  through  a  con- 
spicuous absence  of  free  time  can  one  signal  the  value  of 
one's  time,  and  thus  of  oneself.  No  self-respecting  billion- 
aire would  be  caught  dead  with  holes 
in  his  schedule. 

Of  course,  once  it  is  firmly  estab- 
lished as  a  status  symbol,  time  can  be 
manipulated  in  all  sorts  of  interesting 
ways.  Consider  examples  2  and  5. 
These  illustrate  a  common  technique 
for  signaling  one's  place  in  the  world: 
wasting  other  people's  time  without 
spending  a  moment  of  one's  own.  Another  technique  of 
manipulating  time  to  boost  one's  stature  is  to  band  together 
with  a  group  to  deceive  others  about  your  time  (example  1). 
Actually  to  work  all  the  time  is  unpleasant;  people  rarely 
do  it.  Instead,  they  fake  it.  Silicon  Valley  startup  companies 
and  Hollywood  movies  are  especially  useful  for  this  purpose. 
As  long  as  everyone  involved  agrees  to  make  a  secret  of  his 
leisure,  the  world  will  believe  all  to  be  perfectly  free  of  time. 
This  tacit  agreement  among  the  rich  and  the  powerful 
to  transform  time  into  a  negative  status  good  has  all  sorts  of 
interesting  little  social  effects.  It  boosts  the  credibility  of  things 
that  happen  quickly,  for  instance.  After  all,  no  truly  inspired 
decision  or  event  could  take...  time.  It  also  infuses  with  won- 
derful new  prestige  any  new  timesaving  device.  After  all,  who 
most  needs  such  a  device?  People  who  have  no  time!  And 
who  has  the  least  time?  The  best  people!  One  of  the  young 
geniuses  at  Xerox  PARC  —  the  research  facility  where  most 
of  what  we  now  know  as  the  personal  computer  was  dreamed 
up  —  has  created  an  interesting  timesaving  device.  His  name 
is  Ramana  Rao,  and  he  is  the  founder  of  a  Xerox  startup  com- 
pany called  Inxight  Software,  which  shows  how  the  contents 
of  the  World  Wide  Web  are  arranged  in  ways  that  enable  the 
user  to  get  at  them  more  quickly.  When  Rao  gets  up  in  front 
of  attentive  crowds,  as  he  often  does,  to  explain  the  amount 
of  time  his  invention  saves,  he  opens  with  a  self-deprecat- 
ing comment.  "I  would  trade  everything  we  have  done  at 
PARC  for  one  simple  invention,"  he  says.  "The  25th  hour  of 
the  day." 

You  can  almost  hear  the  shrieks.  Yet  another  hour  that 
must  be  jammed  to  the  hilt  with  poindess  meetings!  Another 
hour  in  which  one  must  scheme  to  waste  lesser  people's  time! 
Another  hour  to  hide  from  the  wife  and  kids!  Another  empty 
hour  in  the  diary!  An  hour!  Please,  God...Nooooooo!       ■ 


m 


Michael  Lewis  is  the  author  of  the  best-selling  books  Liar's  Poker  and 
The  Money  Culture.  He  is  a  contributing  editor  to  the  New  Republic.  His 
next  book,  due  out  in  the  fall  of  1999,  is  about  Silicon  Valley. 
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^  SAP  business  software. 
Because  big  ideas  apply  to  every  size  business. 


. 


CIO 
500  employee  f 


Slnttton  Corporation 
James  maciolelt 
t-ctor  of  Enterprise  Wide 
II  Systems 

$1.3  billion  in  revenues 


SAP  business  software  helps  you  think  big,  just  like  these  growing  companies.  It 


connects  your  people  by  linking  their  departments  together.  So  you  can  all  share 


information,  work  faster  and  cut  costs. To  help  big  ideas  take  shape  fast,  we'll 


get  you  up  and  running  according  to  your  schedule  and  budget. 


SAP  business  software  lets  you  think  outside  the  box, 


because  success  comes  in  all  shapes  and  sizes. 


For  more  information,  visit  www.sap.com/usa  or  call  1-800-283-1  SAP. 
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A  Better  Return  On  Informationf 


Tempus  Fugit 

BY   JACOB    N  EEDLEMAN 


\hink  often  of  the  speed  with  which  all  that  is  and 
comes  to  be  passes  away  and  vanishes. ...Scarcely  any- 
thing is  stable,  even  that  which  is  close  at  hand.  Dwell, 
too,  on  the  infinite  gulf  of  the  past  and  the  future,  in  which 
all  things  vanish  away. 

— Marcus  Aurelius 

What  the  Roman  emperor  Marcus  Aurelius  understood 
nearly  2,000  years  ago  throws  light  on  one  of  the  great  ironies 
of  history:  Since  the  start  of  the  Industrial  Revolution,  two 
centuries  of  accelerating  technological  innova- 
tion —  including,  of  course,  countless  inventions 
designed  to  save  time  —  have  brought  us  lives 
where  time  seems  to  be  disappearing.  We  live 
in  a  culture  that  traps  us  into  doing  too  many 
things,  taking  on  too  many  responsibilities,  fac- 
ing too  many  choices,  and  saying  yes  to  too 
many  opportunities.  As  Jeremy  Rifkin  pointed 
out,  we  are  "overwhelmed  by  plans  that  cannot 
be  carried  out,  appointments  that  cannot  be 
honored,  schedules  that  cannot  be  fulfilled,  and 
deadlines  that  cannot  be  met."  This  is  the  new  poverty:  We 
are  a  time-poor  society,  materially  rich  but  experientially 
impoverished.  Humanly  meaningful  time  has  all  but  disap- 
peared from  our  lives. 

Wasn't  this  problem  of  onrushing  time  essentially  the 
same  for  Marcus  Aurelius?  Didn't  he,  too,  soberly  reflect 
on  the  way  time  slips  through  our  fingers?  In  fact,  every  great 
philosopher  and  teacher  of  wisdom,  in  every  spiritual 
tradition  of  the  world,  has  emphasized  the  same  need  to  ques- 
tion our  experience  of  time.  In  finding  its  own  question 
of  time-poverty,  our  culture  is  actually  confronting  the 
eternal  question  of  the  meaning  of  human  life.  What  at  first 
may  seem  like  a  problem  unique  to  our  era  is  in  fact  our 
version  of  a  question  written  into  the  heart  of  human 
nature  itself. 

What  does  the  wise  Roman  emperor  advise  us  to  do? 
He  does  not  offer  a  program  of  "time  management,"  nor  does 
he  propose  we  change  anything  external  or  give  up  pleas- 
ure or  wealth.  What  he  asks  us  to  do  is  to  step  inside  our- 
selves and  attend  to  with  calm  concern  and  interest  what  is 
actually  going  on  in  our  minds  in  the  present  moment.  It  is 
with  our  "attention"  that  we  can  free  ourselves  from  the 
clamor,  excitement,  and  speed  of  external  events  and  new 
ideas,  and  reclaim  meaningful  time. 
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"Were  you  to  live  three  thousand  years,"  wrote  Aurelius, 
"or  even  thirty  thousand,  remember  that  the  sole  life  which 
a  man  can  lose  is  that  which  he  is  living  at  the  moment.... 
For  the  sole  thing  of  which  any  man  can  be  deprived  is  the 
present;  since  this  is  all  he  owns ." 

It  is  a  secret  revealed  in  all  the  wisdom  of  the  world:  Our 
lives  mirror  our  relationship  to  our  minds.  The  onrushing 
mind  has  no  present  moment.  If  our  lives  have  so  little  mean- 
ingful time,  it  is  because  our  minds  are  never  quiet  enough 
to  perform  the  action  they  were  meant  to  perform:  to  reflect, 
like  a  still,  clear  lake,  the  whole  of  reality  both 
outside  and  within  ourselves.  For  all  the  good 
our  advancing  technology  promises  us,  it  also 
seduces  us  with  thought  that  has  no  present 
moment.  The  technology  of  our  era  requires  so 
little  of  our  physical  body  or  emotional  sensi- 
bility that  we  lose  the  sensation  of  our  present 
existence.  Inclined  more  and  more  to  identify 
ourselves  only  with  our  thinking,  we  forget  that 
true  human  experience  involves  the  participa- 
tion of  head,  heart,  and  body. 
In  any  case,  there  are  times  when  life  stops  us  in  our  tracks 
and,  by  itself,  drops  us  into  ourselves,  into  the  real  time 
of  the  present  moment:  death,  grief,  moments  of  immeas- 
urable happiness  or  wonder  or  sudden  overwhelming 
disappointment,  the  ecstasies  of  love,  the  joy  of  seeing  the 
face  of  a  child,  the  shock  of  remorse.  We  know  such  expe- 
riences sometimes  have  the  power  to  put  us  in  question  — 
not  merely  to  have  a  question,  but  to  be  in  question.  In  such 
moments  we  are  present  to  ourselves,  and  the  momentum  of 
onrushing  thought  and  onrushing  time  completely  ceases. 
It  was  surely  pondering  such  moments  that  led  Marcus 
Aurelius  to  prize  the  state  of  questioning.  It  brought  him 
back  into  the  reality  and  dignity  of  true  self- awareness  and 
moral  freedom. 

If  we,  and  our  whole  culture,  can  feel  our  great  question 
about  time  deeply  enough  —  if  we  can  be  troubled  enough 
by  it  to  realize  that  we  cannot  answer  its  problem  with  more 
ingenuity  or  projects  —  then  the  question  can  point  us  to  the 
answer.  We  can  reclaim  time  by  reclaiming  the  power  to 
live  in  the  present  even  as  we  act  vigorously  and  creatively 
in  the  new  world  that  stretches  ahead  of  us.  ■ 

/<ico/>  Xecdlenuin  is  a  professor  at  San  Francisco  State  University.  He  is 
,  *m-    also  a  noted  author  ami  philosopher.  His  books  include  Money  and  the 


Meaning  of  I  ife  and  Time  and  the  Soul. 
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We  just 
won't  let  you 
go  it  alone. 


Buying  business  computers  involves  decisions 
about  a  number  of  complex  issues.  Not  the  kind 
of  decisions  a  department  store  or  mail  order 
clerk  can  help  you  make.  AST  wants  you  to 
build  the  computer  system  that  perfectly  fits 
your  business  needs.  That's  why  AST  computers 
are  available  only  through  Value  Added 
Resellers — technology  experts  who  specialize  in 
turning  our  hardware  products  into  your  busi- 
ness solutions.  They  understand  network  and 
systems  integration,  web  enablement  and  the 
many  issues  you  face  in  making  computers  work 
for  you  instead  of  the  other  way  around. 
Working  with  AST,  your  local  VAR  can  combine 


expert  applications  knowledge  with  superior  PC 
hardware  to  give  you  complete  solutions  and  a 
quality  experience.  Even  with  the  most  sensible 
PCs,  business  computing  is  a  complicated  process. 

Call  (800)  876-4278  for  your  nearest  AST 
reseller — the  expert  with  solutions  to  all  your 
business  computing  needs.  And  visit  our  website 
at  www.ast.com  for  more  detailed  product  profiles. 


So  remember:  when  there's 
an    AST    computer    in 
front   of  you,    there's 
someone  at  your  side. 


COMPUTER 


Bravo  Desktops 

These  high-productivity  business 
PCs  feature  the  fastest  available  Intel 
chips-the  Intel®  Pentium*  II  processor 
450MHz  and  440BX  AGPset-for 
outstanding  system  performance  and 
graphics.  Plus  exclusive  system  noise 
reduction  technology. 


M 


Ascentia "  Notebooks 
Desktop  video  performance  made 
mobile  with  blazingly  fast  2X  AGP 
3D  graphics  and  ,\n  Intel  Pentium 
II  mobile  processor  300MHz. 
Unmatched  security  features  are 
also  included. 


AST  Premium    Servers 

Maximum  versatility  and  performance 
in  a  server  that  supports  dual  Intel 
Pentium  II  processors.  Both  running 
at  up  to  450MHz  depending  on  the 
model.  And,  there's  easy  expansion 
with  the  best  service,  support  and 
warranty  programs. 


(800)  876-4278  •  AST  Research,  Inc.  •  16225  Alton  Parkway  •  Inane,  CA  •  92618-3618  •  WWW«aSt,COm 
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The  Unbeatable 
Lightness  of  Keyboards 

BY    REYNOLDS    PRICE 


IN  the  14  years  since  I  first  turned  to  writing  on  a  word 
processor,  my  appetite  for  and  understanding  of  time  has 
shifted  radically. 

In  my  precomputer  workdays,  time  was  a  heavy  weight 
on  my  shoulder— a  granite  wheel  I  had  to  edge  uphill  by 
tiny  fractions  of  an  inch  each  day.  Time  seemed  an  enemy 
of  sanity  and  satisfaction.  But  by  1984,  once  I'd  undergone 
my  self-led  computer  training,  I  was  beginning  to  do  virtu- 
ally all  my  writing  at  the  keyboard.  Since  then,  time  is  far 
more  like  a  well-poised  wheel,  made  of  light  blond  wood,  set 

Video   Installation    by   Nam  June   Paik 


precisely  perpendicular  to  the  ground  and  immensely  invit- 
ing in  its  promise  to  move  and  climb  — in  frank  precision 
and  lucid  grace  — if  I'll  only  touch  and  impel  it  forward. 

In  other  words,  I  write  a  good  deal  more  rapidly — 18 
books  in  the  past  14  years,  as  opposed  to  12  in  the  previous 
22. 1  strongly  suspect  that  the  writing  is  better,  in  its  narra- 
tive ease  and  seductiveness;  but  the  price  I've  paid  for  so  much 
gain  is  peculiarly  large  — not  necessarily  a  painful  or  drain- 
ing gain,  but  one  that's  oddly  large.  For  the  fact  is  that  now 
I  can  hardly  stop  writing.  I'm  not  chained  to  the  ►  124 
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L&H  Voice  Xpress  Professional™ 

is  the  ultimate  continuous  speech  dictation 

software  for  today's  business  professional. 

L&H  Voice  Xpress  Professional™  turns  speech  into  text 
on  screen  quickly  and  accurately  -  without  typing. 
Build  letters,  reports,  spreadsheets,  presentations  and 
virtually  any  other  document  simply  by  talking  normally! 

<E>  Advanced  Natural  Language  Technology  offers  an 
extensive  command  language  that  lets  you 
"Say  It  Your  Way." 

«2E>  Dictate  to  virtually  all  Windows8  applications 
creating  documents  as  fast  as  you  speak. 

<EE>  Extensive  command  and  control  to  format  and  edit 
documents  in  Microsoft®  Office,  including  Word  97/95, 
Excel  97,  PowerPoint®  97,  Outlook®  98,  and  Outlook® 
Express.  And,  it's  optimized  for  Windows®  98. 

<E>  Four  FREE  special  plug-in  vocabularies  for  Business 
&  Finance,  Leisure,  Technology,  and  In  The  News. 

d>  "Talk  and  Go""  capability  for  certain  hand-held 
devices  -  perfect  for  the  mobile  professional. 

CEO  Reads  documents  back  to  you  -  making  editing  a  snap. 


To  order,  visit  our  web  site,  call  toll  free  at  1-800-236-616S 
■  or  visit  one  of  our  fine  dealers  listed  below. 

CompUSA     Office  Depot      Best  Buy 
OfficeMax     ComputerCity     MicroCenter 
Staples  Fry}s 


"Lemout  &.  Hauspie" 
www.ms.com 


The  Irresistible  Memory 

BY    WILLIAM    F.    BUCKLEY    JR. 


nothing  puzzles  me  MORE  than  time  and  space, 
and  yet  nothing  puzzles  me  less,  as  I  never  think 
about  them."  — Charles  Lamb 

In  1980  I  starkly  confronted  one  of  those  cob- 
blestones in  history's  highway  toward  modern  times. 
The  cobblestone  was  time.  I  was  sailing  my  boat 
across  the  Atlantic,  and  at  a  stop  at  San  Miguel  in  the  Azores, 

Photograph    by   Cindy   Sherman 


a  resident  Englishman,  retired  from  the  diplomatic  service, 
entertained  me  and  my  companions  at  a  cocktail  party  in  his 
effervescent  garden.  He  took  me  to  his  study  to  show  me  the 
journal  of  his  grandfather,  who  at  age  12  had  shipped  out  as 
a  hand  on  a  whaler.  The  boy  recorded  in  his  journal  that  after 
departing  Halifax,  he  next  saw  land  287  days  later;  Saigon, 
as  it  happened. 

How  was  that  psychologically  possible?  I  suddenly  >12& 
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A  SOFTWARE  SOLUTION  FOR  COMPANIES  THAT 
AREN'T  EXACTLY  CORPORATE  GIANTS. 

PeopleSoft  Select.  Designed  for  medium-sized  companies,  it  combines  software,  hardware, 
and  services  to  help  you  run  your  business  more  effectively.  It  comes  with  Financial, 
HR,  and  Distribution  applications,  and  the  assurance  of  working  with  industry  leaders. 


rsize.  Simply  call  1-888-7'. 
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Running  Out 

BY    OWEN    EDWARDS 


The  first  mechanical  clocks,  appearing  in  the  13th 
century,  signaled  a  subtle  shift  in  the  way  we  com- 
prehend the  nature  of  time.  This  paradigm  shift,  while 
giving  the  world  a  remarkable  concept  we  now  call 
"exact  time,"  usurped  one  of  the  great  temporal 
metaphors:  the  hourglass. 
Sand  flows  through  the  neck  of  an  hourglass  at  a  con- 
stant rate,  but  creates  the  opposite  illusion.  When  the 
top  is  full,  it  is  as  if  nothing  is  changing.  Then  as 
the  sand  passes  the  halfway  point,  the  rate  of 
change  appears  to  accelerate,  until,  at  the 
point  when  the  top  chamber  empties,  the 
pace  seems  frantically  fast.  This,  of  course, 
is  exactly  how  time  passes  in  life. 

When  we're  young,  years  unfold  at 
such  a  leisurely  pace  that  we  constantly 
hurry  them  along,  unable  to  wait  unti 
we're  seventh  graders,  or  16,  or  finally 
in  college,  or  at  the  legal  drinking  age. 
At  some  point,  perhaps  when  we're 
30  or  40  (or  even  50  for  the  reality 
challenged),  we  realize  the  top  glass 
is  half  empty,  and  the  falling 
sand  is  picking  up  speed 
From  this  point  on 
acceleration  rules. 
By  the  time  we're 
old,  the  grains  are 
so  few  we  feel  we 
can  count  them  — 
if  only  they'd  hold 
still.  The   last 
pinch  of  sand 
races  down  so  fast 
that  no  one  could 
have  warned  us  how 
precious  those  few 
grains  would  become. 
For  monks,  princes,  poets, 
and  anyone  else  who  could  watch  an  hourglass, 
a  fundamental  irony  of  time  stood  revealed:  It  is  a  constant 
that  always  varies. 

Conversely,  the  round  face  of  a  mechanical  clock  seduces 
us  with  different  and  false  impressions  of  time.  The  first  of 
these  is  that  time  is  circular,  not  linear,  and  that  it  endlessly 

Engravings    by    M.C    Escher' 


repeats  itself.  This  may  be  true  in  a  cosmic  sense,  but  in 
the  intimate  span  of  a  single  human  life,  not  one  minute 
will  be  repeated  at  the  same  time  tomorrow.  In  fact,  even 
in  an  age  that  has  invented  "exact  time,"  the  reassuring  term 
"same  time"  is  a  hoax,  elevating  routine 
to  the  level  of  holy  medita- 
tion. Because  of  modern 
clocks,  we  are  suckered 
into  believing  that  the 
double  orbit  of  hands 
during  the  passage  of  24 
hours  brings  us  back  to 
where  we  were  yesterday. 
I  remember  an  old 
woman  saying  to  me  with 
real  surprise,  as  if  she'd  just 
come  out  of  a  long  sleep,  "How 
did  I  get  here?"  What  she  meant 
by  "here"  was  old  age  —  the  final 
destination  we  somehow  imagine 
we'll  travel  toward  forever  but,  with 
time  circling  around  and  around,  some- 
how never  reach.  Fooled  by  the  slow  passage 
of  minute  and  hour  hands,  we  are  able  to  deny 
all  the  things  —  the  graying  hair,  aching  knees, 
sagging  chins  —  that  try  to  remind  us  that  the 
sand  is  running  out. 

A  clock's  second  false  impression  is  that  its 

smooth  regularity  describes  a  continuum  that 

we  assume  will  move  at  a  dependable  rate 

whether  we're  young  or  old,  feeling  joy  or  pain, 

anticipating  the  future  or  clinging  desperately  to 

the  present,  facing  a  firing  squad  or  taking  a  spring 

walk  in  the  woods.  Capable  as  we  are  of  chalking  off 

seconds,  minutes,  hours,  days,  and  months,  we  imagine 

we  can  also  measure  life.  And  so  we  become  the  victims 

of  a  joke  as  old  as. ..well,  as  old  as  time. 

Think  of  how  arrogantly  we  deal  with  time,  as  we  infer 
that  the  ability  to  track  its  increments  gives  us  the  power 
to  manipulate  its  unimaginable  totality.  Such  hubris  is 
famously  punished  by  the  gods,  and  so  we  are  sentenced  to 
endless  confusion  in  time's  mind-boggling  taffy  pull.  We  con- 
stantly look  forward  to  things,  taking  our  minds  off  the  pre- 
sent to  obsess  about  the  future.  Then,  like  the  broken  lines 
in  the  middle  of  a  highway  devoured  by  a  speeding  car,  >94 
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Er^\A/ADf^C  <93  moment  after  moment  slips 
U  WAKU  W  by  unnoticed.  We  push  time  along, 
and  when  we  finally  reach  our  goal  —  the  big  birthday,  the 
month's  vacation  in  "timeless"  Venice,  the  cool  autumn  after 
a  suffocating  summer  ("If  only  October  would  come!")  —  we 
then  try  to  bring  time  to  a  halt.  "I  hope  this  day  never  ends." 
Which,  of  course,  it  does,  all  the  faster  because  we're  so  deter- 
mined to  hold  it  in  place. 

Then  comes  the  punch  line  of  this  crushing 
chronological  joke:  nostalgia.  The  awaited 
day,  or  week,  goes  by  at  an  unvarying 
pace,  and  we  begin  to  think  that  our 
backward  longing,  with   its 
entourage  of  snapshots,  post- 
cards, and  videotapes,  can  slow    i 
time's  inevitable  disappear-    / 
ance.  And,  again,  as  we  crane 
around  to  see  behind  us,  the 
present  rushes  past  un- 
observed. The  next  thing  we 
know,  it  is  we  who  are  ask- 
ing, "How  did  I  get  here?" 

As  if  the  classic  clock 
weren't  misleading  enough,  we 
now  have  digital  time,  with  its 
idiot  savant  accuracy  and  total 
lack  of  context.  Looking  at  the  dis 
embodied  numbers  in  the  marg 
of  our  computer  screens  or  on  the 
trol  panels  in  our  coffeemakers,  we  see  a 
kind  of  icy,  soulless  time,  with  no  "then"  and  ^ 
no  "later,"  but  only  a  relentless,  meaningless  now, 
now,  now.  Plucked  out  of  the  continuum,  seen  naked,  the 
pointless  present  is  time  at  its  most  monstrous.  There  was  a 
time,  only  a  few  centuries  ago  (the  blink  of  a  fruit  fly's  eye  in 
the  stately  march  of  epochs),  when  few  humans  knew  the 
hour  or  even  the  year.  Now  we  can  never  avoid  it,  with  cheap 
digital  clocks  winking  off  the  minutes  and  seconds  in  every 
"timesaving"  device  known  to  man. 

Which  brings  us  to  the  well-known  but  always  vexing 
modern  conspiracy  to  take  away  what  little  time  we  have 
while  proffering  the  illusion  that  we'll  have  more.  Just  as 
the  clock  defines  our  civilization,  the  dream  of  beating  the 
clock  defines  the  latter  half  of  the  20th  century.  Everything 
from  the  automobile  to  the  vacuum  cleaner  has  been  sold 
with  the  promise  of  shimmering  green  fields  of  leisure.  Yet 
today  many  of  us  spend  hours  in  our  cars,  trapped  on  sludge- 
filled  moving  rivers  of  traffic,  as  time  passes  with  its  usual 
remorseless  momentum.  And,  since  more  and  more  people 
work,  and  the  workweek  takes  up  more  and  more  of  our  lives, 
most  of  us  do  our  housekeeping  chores  during  the  hours 
once  devoted  to  relaxation.  Wasting  time,  a  once  honorable 
anti-endeavor,  is  now  a  source  of  shame. 

With  the  rapid  approach  of  the  millennium,  the  longest  mea- 
surement of  human  time,  the  computer  has  raised  the  stakes.  In 
the  irresistible  guise  of  the  ultimate  productivity  machine,  this 
technology  may  have  the  power  to  steal  time  in  a  way  not  even 


automobiles  and  television  managed  to  do.  Given  the  perva- 
siveness of  wired  and  wireless  connection,  some  of  us  —  the  slav- 
ishly computer  savvy — can  now  work  almost  every  waking  hour. 
And,  since  time  is  money,  many  of  us  do.  I  remember  the  days 
when  my  father  would  come  home  from  his  office  at  6  in  the 
evening,  mix  a  couple  of  vespers  martinis  for  himself  and  my 
mother,  and  embark  on  evenings  that  belonged  to  him  (and 
his  family),  not  his  business.  Thirty  years 
later,  I  rarely  turn  off  my  computer 
until  10  p.m.  And,  in  order 
to  deal  with  that  new  time- 
saver,  email,  I  turn  on  the 
machine  half  an  hour 
earlier  each  morning. 
Weekends?  They  are 
becoming  week- 
days in  disguise. 
The  Web,  perhaps 
the  most  appro- 
priately named 
medium  of  our 
age,  has  already 
caught  millions  in 
its  sticky  strands 
of  vanished  time. 
Because  of  this  per- 
nicious pleasure  drain, 
some  of  us  —  a  recent 
tudy  suggests  —  are  slighdy 
\  ,x&--'''S^j5^'  depressed  when  we  use  the 
Internet.  So  we  go  off  to  the  old 
cities  of  Europe,  where  the  sight  of  ruins 
and  peeling  frescoes  reminds  us  not  that  time 
is  of  the  essence  but  that  time  has  an  essence. 

Recently  the  GartnerGroup,  eminent  computer  consul- 
tants, created  a  peculiar  device,  as  unnatural  as  the  centaur, 
mermaid,  or  griffin:  a  large  hourglass  that  incorporates  a 
digital  clock  counting  down  to  January  1,  2000 — Y2K.  Pre- 
sumably, the  irony  of  this  mixed  metaphor  will  not  be 
missed.  That  most  of  the  world's  computers  can't  tell  the 
difference  between  one  century  and  another  seems  an 
important  message.  To  be  able  to  do  things  faster,  to  accom- 
plish feats  of  calculation  in  nanoseconds,  to  compress  what 
once  took  months  into  a  few  minutes,  is  not  to  understand 
time.  To  understand  time,  even  to  experience  what  we  now 
knowingly  refer  to  as  "real  time,"  takes  time.  Even  to  get  a 
hint  of  what  it  does  and  what  it  means  may  take  all  the  years 
of  a  long  life. 

No  doubt  we  know  we  should  step  back,  take  awhile,  and 
think  about  why  a  minute  can  last  forever  or  why  a  month 
can  pass  in  an  instant.  But  we  won't.  Our  eyes  will  be  on  that 
digital  countdown  to  2000  A.D.,  a  date  we  anticipate  vari- 
ously with  dread  or  delight.  It  will  be  here  before  we  know 
it.  Where  did  the  time  go?  ■ 

■^V  Owen  Edwards  is  a  consulting  editor  for  Forbes  ASAP,  a  contributing 
^B9  writer  for  GQ,  former  executive  editor  of  American  Photographer,  and 
■EB    founding  editor  of  Parenting  magazine. 
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The  threat  of  global  warming 
is  on  the  rise 


So  we're  looking  to  the  sun 
for  practical  solutions. 


«/hy  are  the  best  and  brightest  ideas  so  often 
verlooked?  Most  life  on  earth  draws  its  energy  from 
ie  sun,  yet  the  potential  of  solar  energy  as  a  reliable 
ower  source  is  largely  unrealized.  Except  by  Kyocera 

While  others  debate  the  likely  impact  of  global  warming, 
yocera  is  developing  efficient,  affordable  solar  energy  solutions 
lat  work  today.  Helping  to  reduce  greenhouse  gases  and  lessen 
ur  dependence  on  fossil  fuels. 

Back  in  the  1 970s,  when  solar  cell  technology  was  still  young, 
ther  companies  shied  away  from  the  costly  research  required  to 
reate  more  effective  cell  systems.  Not  Kyocera.  We  were  the  first 
ompany  to  perfect  the  technology  for  multicrystal  cells.  These 
fficient,  less  expensive  cells  make  solar  energy  a  more  practical 


option  for  the  average  homeowner. 

Today,  Kyocera  is  one  of  the  world's  leading 
producers  of  solar  cells.  We're  setting  records  for 
energy  conversion  efficiency*  We  mass-produce  the 
largest  functional  solar  cell.  And  our  R&D  team  continues  to 
look  for  new  ways  to  convert  more  sunlight  into  more  energy, 
more  efficiently. 

Our  goal  is  to  help  place  solar  energy  systems  on  one  million 
rooftops  by  2010.  Because  every  solar  cell  that  Kyocera  puts  into 
circulation  helps  to  reduce  carbon  dioxide  emissions  and  perhaps 
the  threat  of  global  warming. 

Kyocera  is  working  today  for  a  better  world.  One  in  which  our 
planet's  delicate  natural  balance  remains  intact  for  future  generations. 


Kyocera  holds  the  world  record  for  conversion  efficiency  in  a  1 5cm  by  1  5cm  multicrystal  photovoltaic  cell:  1  7.1  %. 


KYOCERA  CORPORATION    FAX:  JAPAN  (81)75-604-3516    WWW.kyOCera.COITl 
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BY    PICO 
IYER 


TIME,  LIKE  VALUE  OR  PROPORTION, 
is  one  of  those  currencies  we  ex- 
change (at  the  going  rate)  every 
time  we  cross  a  border.  An  hour 
in  Japan  (where  everything  is 
timed  to  the  second)  is  equiva- 
lent to  a  day  in  laid-back  India,  yet  a 
single  day  in  crazy  Cuba  can  feel  like 
a  year  in  any  calmer  place.  Time,  like 
the  money  for  which  it  is  often  ex- 
changed, is  treated  most  cavalierly  by 
those  with  the  greatest  supplies  of  it: 
In  Bali,  I've  shown  up  for  an  8  p.m.  rit- 
ual dance  only  to  watch  the  minutes — 
the  hours  —  leak  away  until  it's  almost 
dawn.  The  gods  can't  be  made  to  per- 
form on  cue,  the  locals  always  tell  me; 
they  have  a  time  frame  of  their  own. 
When  Aldous  Huxley  once  re- 
marked that  the  greatest  invention  of 
the  20th  century  was  speed,  he  could 
not  have  guessed  that  soon  history 
would  be  flying  by  so  quickly  that  the 
21st  century  would  begin  a  few  years 
early.  For  already  we're  moving  ►  126 
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Painting   by   Nicholas   Roerich 
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oik  Southern  and  Conrai!  are  putting  their  heads  together  to  begin  a  new  era  in  transportation 


Sea  of  Tranquility 

BY    ANDREW     SULLIVAN 


write  this  staring  at  the  incoming  tide  at  the  very  tip 
of  Cape  Cod.  There  was  a  time  when  an  active  journal- 
ist who  wrote  about  Washington  would  retire  once  a  year 
to  New  England  tor  a  vacation.  The  time  he  spent  at  the 
beach  would  be  parceled  away  discretely  from  his  work. 
Time  itself  would  have  a  more  organized  quality,  its  com- 
partments sealed  from  one  another,  its  roles  carefully 
assigned.  Hed  receive  the  papers  perhaps  spasmodically,  catch 
up  with  gossip  on  the  phone,  and  write  the  occasional  laconic 
piece  about  life  inside  the  Beltway  viewed 
from  the  contemplative  dunes. 

Within  the  last  few  years,  all  that  has 
changed.  With  a  laptop  and  a  modem,  I  can 
learn  within  seconds  of  the  latest  permu- 
tation of  a  Washington  scandal  or  a  mili- 
tary strike.  I  can  gossip  with  colleagues 
through  a  daily  torrent  of  email  and  catch 
the  latest  rumor  in  the  media  world  sooner 
than  anyone  at  the  office  watercooler.  I  can 
read  any  paper  anywhere,  from  London  to 
Tokyo.  1  can  peruse  the  latest  stock  quivers 
and  the  smallest  gossip  item  from  the  New  York  Post's  page 
six.  And  I  can  do  all  that  while  taking  a  break  in  the  mid- 
dle of  writing,  say,  this  article,  by  going  for  a  swim  in  the  icy 
currents  of  the  North  Atlantic.  Far  from  being  settled  into 
compartments,  time  has  become  shattered  into  tiny,  simul- 
taneous fragments  of  experience,  interacting  like  shards  in  a 
kaleidoscope.  I  can  be  "inside  the  Beltway"  while  on  a  New 
England  peninsula.  I  can  vacation  as  I  work.  I  can  take  a  bike 
ride  while  I  meet  a  deadline.  Marx's  dream  of  a  communist 
society  where  one  could  work  in  the  morning,  relax  all  after- 
noon, and  write  poetry  in  the  evening  has  not,  it  seems,  been 
accomplished  by  the  collapse  of  capitalism  but  by  the  oppo- 
site, and  by  the  technology  that  capitalism  has  uniquely 
spawned.  At  times  I  feel  completely  overwhelmed  by  this, 
hemmed  in  by  the  clutter  of  modern  technology.  But  then 
I  realize  that  all  this  has  done  is  give  me  more  choice  and 
freedom.  Whether  I  take  it  or  leave  it  is  not  a  function  of 
technology.  It  is  simply  a  function  of  will. 

Technology  has  done  other  things,  too.  Within  the 
last  three  years,  medical  advances  have  ensured  that  what  I 
had  once  envisaged  to  be  a  life  span  of  possibly  another 
five  years  (I  am  HIV-positive)  has  now  stretched  to  some- 
thing almost  interchangeable  with  anyone  else's.  Around  me, 
a  whole  generation  has  had  to  adjust  to  one  of  the  most 


Even  death 
can  be 

defeated, 

if  only 

temporarily. 


dramatic  turnarounds  in  epidemiology  in  human  history — 
and  the  turnaround  has  meant  a  deeply  difficult  reassess- 
ment of  time  itself.  What  once  seemed  immediate  now  seems 
distant;  what  once  seemed  urgent  seems  calm.  So  time  has 
come  both  to  bewilder  and  to  exhilarate.  It  has  become 
both  more  precious  and  then  more  liberating,  more  com- 
plex and  somehow  more  simple.  My  relationship  to  time 
is  for  these  reasons  perhaps  odder  than  most.  I  value  it 
so  much  more  now  and  am  more  amazed  at  the  freedom 
technology  has  given  me  to  enjoy  it.  But  at 
the  same  time,  it  is  difficult  to  banish  from 
my  mind  the  memory  of  its  transience.  I  lost 
my  best  friend  when  he  was  31.1  am  now 
35.  Did  his  life  mean  less  than  mine  because 
it  was  four  years  shorter?  Is  my  life  somehow 
worth  more  because  it  may  last  twice  as  long? 
Sometimes  I  wonder  what  this  particular 
fin  de  siecle  will  be  remembered  for.  Its  scan- 
dal politics?  Its  cultural  warfare?  Its  material 
plenty?  And  then  the  answer  seems  obvious. 
Our  time  will  be  recalled  for  the  way  in  which 
technology  changed  the  very  spatial  and  lineal  dimensions 
of  our  lives,  for  the  way  in  which  our  choices  have  been 
expanded  while  our  capacity  to  know  how  to  choose  has 
diminished.  In  the  new  century,  the  boundaries  of  choice 
will  recede  beyond  our  vision,  as  our  intuitive  sense  of  what 
to  do  and  when  to  do  it  often  eludes  us.  Perhaps  I've  been 
lucky  enough  to  see  this  more  dramatically  than  most  —  to 
take  36  pills  a  day,  pills  that  must  be  taken  eight  hours  apart, 
pills  that  add  days  to  my  life,  pills  that  were  scientifically 
unimaginable  a  mere  decade  ago.  And  perhaps  I've  been 
blessed  to  live  in  a  part  of  the  world  and  with  enough 
resources  to  see  for  myself  what  information  technology  also 
has  done  for  knowledge  and  its  availability.  But  that  merely 
means  I've  been  able  to  see  sooner  what  all  of  us  will  have 
to  face  later. 

In  this  way,  perhaps,  we  will  be  defined  more  by  the  times 
we  inhabit  than  many  other  generations  have  been  by  theirs. 
The  freedom  that  time  has  given  us  will  not  make  life  easier, 
just  infinitely  more  available.  And  for  me  at  least,  the  response 
can  only  be  a  mixture  of  gratitude,  puzzlement,  and,  of 
course,  relief.  ■ 


M 


Andrew  Sullivan  is  the  former  editor  of  the  New  Republic  and  a  contribut- 
ing writer  to  the  New  York  Times  Magazine.  He  has  written  several  books, 
including  Love  Undetectable:  Notes  on  Friendship,  Sex,  and  Survival. 
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When  ASAP  Isn't 
Soon  Enough... 


Only  QAD  Offers  Industry-Specific  Solutions  for  Automotive,  Consumer  Products, 
Electronics,  Food  &   Beverage,  Industrial   Products,  and   Medical   Industries. 


Get  A  Y2K-Ready 
Solution  Now. 


Face  it,  the  year  2000  is  fast  approaching  and  you 
need  to  get  your  new  ERP  solution  in  place  quickly. 
But  with  some  vendors,  there's  no  telling  when  you'll 
see  results.  A  year  from  now,  two  years  from  now,  or 
maybe  never  is  no  way  to  run  a  business. 

Truth  be  told,  QAD's  MFG/PRO"  supply-chain- 
enabled  ERP  software  has  always  been  Y2K  ready. 
And  our  software  running  on  IBM  RS/6000  and 
Netfinity  servers  is  ideal  for  midrange  to  large 
manufacturing  companies  with  distributed  operations. 

What's  more,  when  it  comes  to  rapid  deployment 
of  single  or  multisite  business  solutions  supporting 
16  to  1,000+  concurrent  users,  no  one  even  comes 
close  to  matching  our  record  for  fast  installations. 


In  less  time  than  it  takes  most  other  vendors  to  defin 
your  requirements,  we  can  roll  out  complete  solutior  i 
that  will  take  you  into  the  next  millennium. 

Thanks  to  our  rapid  implementation  methodolog 
industry-specific  expertise,  and  global  alliances,  QA1 
systems  are  installable  in  four  months  —  more  tha, 
four  times  faster  than  the  industry  norm.  And  becam 
of  the  proven  scalability  of  our  software  running  o ' 
IBM  UNIX  or  Windows  NT  servers,  additional  sitt 
can  be  rolled  out  virtually  overnight,  no  matter  whei 
they  are  located. 

So    if  you're    looking   for    quick    results    an] 
ASAP  isn't  soon  enough,  call  the  people  who  real 
understand  the  need  for  speed. 


n 

QA[ 

The  speed  to  run  your  businel 


QAD  GLOBAL  MARKETING    6450 VIA  REAL    CARPINTERIA.  CALIFORNIA  93013  USA     TEL:  +1  800  218  3434  X333  (USA  ONLY)  +1  80S  565  4333  X333     WWW.QAD.CC 
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BY    JAMES     J.    CRAMER 


Time  starts  for  me  earlier 
than  for  most  people. 
Maybe  earlier  than  every- 
body. For  much  of  my  life 
I  could  not  sleep  past  3:15 
a.m.  I  would  wake  up,  star- 
tled by  some  bizarre  inner 
alarm  clock  that  would  go  off  in 
a  most  unpleasant  and  untimely 
fashion.  For  years  I  lay  awake  at 
night,  alternately  trying  to  read 
or  attempting  to  go  back  to  sleep. 
Sometimes  1  would  drip  with 
sweat,  worrying  about  what 
would  happen  in  the  stock  mar- 
ket that  day.  Was  I  prepared?  Was 
I  ready?  Sometimes  I  would  sim- 
ply try  to  block  everything  from 
my  brain  in  a  desperate  attempt 
to  go  back  to  sleep. 

The  futility  of  it  all  only 
increased  as  I  reached  my  40s.  (I 
am  now  43.)  The  3:15  hurdle 
simply  couldn't  be  passed.  But 
what  was  I  supposed  to  do?  The 
paper  didn't  hit  the  driveway  for 
another  90  minutes.  You  can't 
call  anybody  in  this  hemisphere 
without  chaos  and  fury  erupting 
on  the  other  end  of  the  line.  I 
already  had  done  all  my  home- 
work the  evening  before,  or 
I  wouldn't  have  been  able  to 
fall  asleep. 

Then  I  discovered  the  Inter- 
net and  now  I  cannot  live  with- 
out it.  I  am  one  of  those  people 
whose  life  will  never  be  the  same, 
postmodern.  Like  clockwork  I 
still  get  up  at  3:15.  But  now  I  go 
to  work. 

So  let  me  give  you  a  diary  of  my  life  from  3:15  a.m. 
to  4:15  a.m.  because  that's  when  I  get  everything  done. 
After  taking  almost  exactly  10  minutes  to  shower,  shave, 
and  get  dressed,  I  saunter  down  to  the  kitchen  and  flip  on 


the  PC.  It  opens  immediately  to 
www.thestreet.com,  where  I  scan 
the  story  I  wrote  the  previous 
day  that  got  posted  when  I 
was  asleep.  I  check  other  late 
stories  and  then  it's  off  to  the 
email  box. 

In  the  five  hours  I  sleep,  I  usu- 
ally get  about  50  emails.  None  of 
them  is  junk.  All  deserve  to  be 
answered.  I  tell  everyone  to  email 
me  because  I  have  no  time  for 
calls  once  the  market  opens  at 
9:30  a.m.  in  New  York. 

I  type  like  racer  Jeff  Gordon 
drives,  so  I  have  banged  out  all 
the  email  answers  by  3:40  a.m., 
pausing  only  to  make  a  pot 
of  coffee  for  my  wife  (its  timer 
set  for  a  lazy  6:15  a.m.)  and  take 
out  the  trash.  At  3:40  a.m.  I 
go  to  www.wsj.com  and  read 
the  Wall  Street  Journal.  To  save 
time,  I  read  only  what  I  want 
to  know,  rather  than  reading 
every  page.  That  lets  me  get  to 
www.nytimes.com  by  4  a.m. 
Business,  sports,  and  the  front 
page,  and  then  it's  off  to 
quote.yahoo.com  for  Reuters 
headlines  and  world  markets.  I 
am  out  the  door  by  4:15  a.m. 
and  on  my  way  to  work. 

In  one  bizarre,  lonely,  dis- 
traction-free hour,  I  now  accom- 
plish everything  that  used  to  take 
me  until  8:30  a.m.  For  that  one 
hour  I  have  conquered  time, 
vanquished  and  beaten  it  beyond 
recognition.  And  what  was  once 
the  darkest,  most  depressing  time  of  night  is  now  the  most 
productive  time  I  possess.  ■ 


ft 


lames  J.  Cramer  is  a  hedge  fund  manager,  cofounder  of  TheStreet.com 
and  SmartMoney  magazine,  and  a  regular  guest  on  CNBC's  Squawk  Box. 
He  is  a  frequent  contributor  to  GQ,  Time,  and  Content. 
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At  some  point  it  stops  being  your 


Like  maybe,  j| 
tomorrow.  c 

It's  all  within  your  reach. 


AT&T 


1998  AT&T.  Available  with  new  digital  phones  in  many  areas.  Domestic  calls  only. 


www.att.com/wireless 


To  market,  to  market,  to  pizza 
joint,  to  peewee  soccer.  AT&T 
Digital  One  RateSM  transforms 
your  wireless  phone  from 
something-for-emergencies 
into  something-for-everything. 

One  low  rate  in  all  50  states. 
No  roaming  or  long  distance 
charges.  No  coming  home 
with  the  wrong  parsley. 

Shorter  errands.  Longer 
weekends.  Maybe  you  really 
can  have  it  all,  if  you  get  it  all 
from  the  right  place. 


Feets  of  Fire 

BY    RICH    KARLGAARD 


Never  less  than  once  a  year  it  arrives,  the  dream, 
always  the  same.  It  is  an  overcast  spring  afternoon 
in  Valley  City,  North  Dakota.  I  find  myself  on  the 
fourth  and  final  lap  of  the  one-mile  run  in  the  state 
high  school  championship  track  meet. 
We've  just  passed  the  halfway  point  in  2:08,  the 
three-quarter  mark  in  3:14,  and  now  are  in  the  backstretch, 
opposite  the  wooden  grandstand  filled  with  cheering  family 
and  friends.  The  track's  backstretch  is  cool,  cloudy,  and  silent, 
except  for  rhythmic  breathing  and  the  tshuck,  tshuck,  tshuck 
of  kangaroo-skin  spikes  hitting  the  cinders:  There  are  only 
3  of  us  leading  a  pack  of  12  runners,  the  top  12  milers  in  the 
state  of  North  Dakota.  The  pack  was  bunched  tightly  at  the 
first  quarter,  but  then  it  thinned  out  as  lungs  exploded,  brains 


melted,  and  the  17-year-old  muscles  started  spewing  lactic 
acid.  A  pack  of  6  managed  to  break  away  at  the  660.  Then 
it  was  5  of  us,  then  4,  and  now,  entering  the  backstretch  of 
the  last  lap,  we  are  only  3. 

Precisely  here,  in  my  dream,  I  decide  to  bet  it  all:  a  break- 
away. My  head  down,  I  sprint  like  hell  for  50  yards,  every 
stride  counted  in  a  beat  of  four,  "1-2-3-4,  1-2-3-4. ..quick, 
quick,  quick,  quick"... I  glance  back. ..yes!  a  5-yard  lead! ...a 
surge  of  adrenaline... pain  evaporates  into  thrilled  pleasure... I 
pass  the  pole-vault  pit  at  the  head  of  the  final  curve... now 
rounding  the  final  curve,  arms  pumping... a  quick  glance  left: 
an  8-yard  lead... the  grandstand  comes  into  focus. ..the  cheers 
are  louder,  louder... into  the  stretch. ..50  yards  from  the  fin- 
ish I  am  light  as  a  sparrow  and  happy  as  absolution;  ►  180 


Photographs    of    Billy    Mills    winning   the    1964    10.000-meter    Olympic    Gold    Medal 
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BY  MUMIA  ABU-JAMAL 

Time  is  as  elusive  as  a  thief,  silent  as  death.  Only 
later  does  it  appear,  on  the  day  you  look  into  a 
burnished  metal  slab  solidly  riveted  to  a  cell  wall, 
and  ask,  "Who  is  that  old  man?" 
For  most  prisoners,  time  is  oppressive  and 
liberating.  At  the  beginning  of  a  sentence,  time 
stretches  ahead,  almost  insurmountable  in  its  height, 
almost  unreachable  in  its  distance.  At  the  sentence's 
midpoint,  time  seems  more  navigable,  for  the  time 
one  has  to  do  is  measured  by  the  time  one  has  already 
done.  Toward  the  end,  time  becomes  a  sweet  promise. 
For  the  3,219  men  and  women  on  death  row  in  the 
United  States,  there  is  no  time.  There  is  no  light  at 
the  end  of  the  tunnel,  only  darkness. 

Not  surprisingly,  some  people  flee  from  this  hor- 
rific emptiness  into  the  embrace  of  psychotropics. 
Thorazine,  Prolixin,  and  Haldol  are  readily  available 
from  the  shrinks  and  prison  pharmacy  to  render 
inmates  insensate  to  timelessness.  So  are  illegal  drugs, 
which  are  merely  a  channel  change  that  leads  to  the 
same  obliviousness. 

Others  plunge  into  the  riddled  realm  of  religion, 
making  a  way  to  the  world-to-come  as  they  are  being 
ushered  out  of  this  one.  Some,  for  similar  reasons, 
dabble  in  the  occult. 

In  prison,  time  is  intentionally  dragged  to  a  crawl 
by  intense  regimentation.  Meals  take  place  at  a  certain 
time.  Shaves  are  scheduled  for  a  certain  hour.  The  insti- 
tution strives  to  create  a  routine  that  differs  little  from 
day  to  day.  This  schedule  serves  to  deaden  one's  per- 
ception of  time,  for  under  such  a  regimen,  what  makes 
one  day  differ  from  another?  The  hypnotic  sameness 
makes  it  appear  as  if  every  day  is  like  the  day  that  came 
before,  and  every  week  an  echo  of  the  week  that  pre- 
ceded it,  and  every  month  the  same,  and  every  year 
the  same,  the  same  — the  still,  unchanging  same. 

In  prison,  time  is  a  thick,  dull  mallet  that  pounds 
consciousness  into  a  coma.  Is  it  any  wonder,  then,  that 
the  men  and  women  who  are  blessed  to  emerge  from 
these  hellholes  are  often  stunned  by  the  dizzying  pace 
of  life  in  the  "free  world"?  They  leave  a  dark  ►  128 
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INK/tuh/me 


Our  software  is  used  by  America  Online,  Microsoft,  Yahoo!'and  dozens  of 
other  major  companies  whose  names  are  easier  to  pronounce  than  our  own. 


Inktomi® 

Scaling  the  Internet 


www.inktom  co 


Lost  in  Solitaire 

BY    DOUGLAS     COUPLAND 


M  in  a  737  right  now  headed  south  from  Vancouver,  my 
hometown,  to  Los  Angeles,  a  three-hour  flight.  Out  the 
window  to  my  right  the  sun  is  shining.  A  meal  has  just 
been  served— beef  with  vermicelli— "beef  south,  chicken 
north,"  as  the  old  saying  goes.  My  laptop  PC  tells  me  I've 
just  finished  my  1,523rd  game  of  Eric's  Ultimate  Solitaire. 
My  total  playing  time  has  been  61  hours,  or  roughly  2  min- 

Photography  by  Johnny  Johnson 


utes,  24  seconds  per  game.  I've  won  10%  of  my  games,  and 
my  average  score  is  1 1  out  of  a  possible  52.  But  to  my  credit, 
I've  been  having  much  higher  scores  lately.  Somewhere  around 
game  800  or  900  my  brain  kicked  into  total  game  fluency. 

But  yes,  61  hours  of  solitaire  —  the  game  that  ate  my  brain. 

That's  two  full  days  of  my  life  spent  piling  phantom 
electronic  cards  atop  one  another.  I'm  unsure  if  this  ►  1 10 
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P  f\  I  I  D  I  A  MH  ^,()9  is  pathetic  or  cool.  Maybe 
V  U  U  I  L  A  IN  U  it's  both.  But  life  is  short;  time  is 
precious  —  why  did  I  do  this?  And  why  will  I,  in  all  likeli- 
hood, continue  to  cheerfully  waste  thousands  of  more  hours 
playing  solitaire? 

I  fly  more  than  most  people.  This  is  partly  because  of  my 
work,  and  partly  because  my  father  was  a  Canadian  Armed 
Forces  jet  pilot  who  still  spends  his  weekends  flying  up  and 
down  the  British  Columbia  coast  in  a  seaplane.  I  have  no  mem- 
ories of  ever  not  flying.  Taking  a  taxi  is  weirder  to  me  than 
flying  from  Vancou- 
ver to  Frankfurt  over 
Greenland  and  seeing 
the  aurora  borealis 
dance.  A  quick  and 
very  conservative  tab- 
ulation tells  me  that 
I've  spent  well  over  a 
solid  year  of  my  life 
either  in  the  air  or 
in  airports  —  several 
hundred  times  more 
hours  than  I've  spent 
playing  Eric's  Ulti- 
mate Solitaire. 

A  decade  ago,  fly- 
ing was  fun.  Destina- 
tions were  still  glamorous,  and  no  seat  uncomfortable.  And 
the  meals!  Well,  the  meals  honestly  haven't  changed  much. 
Ten  years  ago  the  in-flight  meal  would  have  been  beef 
and  "noodles."  Over  the  years,  however,  my  zest  for  air  travel 
has  eroded.  Anybody  who's  flown  much  knows  the  progres- 
sion: You  stop  speaking  to  the  person  next  to  you;  you  get 
addicted  to  business  class  and  first  class;  you  perfect  your 
carry-on  luggage  strategy.  And  so  on.  Flying  becomes  a 
deglamorized  chore.  The  final  step  is  the  prayer  that,  as  a 
species,  we  invent  the  Star  Trek  teleportation  device:  "Beam 
me  into  O'Hare,  Scotty!" 

Like  some  people,  I'm  unable  to  either  read  or  sleep  on 
planes,  and  until  recently  I  was  at  my  wit's  end  as  to  how  to 
make  my  hours  in  the  air  more  tolerable.  Flying,  at  a  certain 
point,  had  become  hours  spent  staring  at  the  seat-back  in 
front  of  me.  A  big  change  came  when  I  got  my  first  laptop 
PC  —  wheel  I  thought  my  in-flight  time  problems  were  over, 
and  they  were,  until  the  battery  died  after  37  minutes  of  use. 
So  I  got  another  laptop,  and  the  salesman  lied  to  me,  and  it 
died  after  38  minutes.  So  finally  I  bought  the  laptop  I  now 
use,  not  because  it  has  any  glitzy  features  but  merely  because 
(are  you  listening,  manufacturers?)  it  provides  two  hours  of 
flat-out  usability.  And  with  this  new  PC  came  my  big  dis- 
covery this  year:  Time  spent  playing  computer  solitaire  is 
time  that  vanishes.  Completely.  I  get  on  a  plane,  I  turn  it 
on,  I  play,  I  blink,  and  two  hours  are  gone.  Wow.  Finally,  a 
way  to  genuinely  erase  time. 

To  judge  from  my  internal  excitement,  one  would  think 
I'd  discovered  uranium  or  invented  the  wheel.  But  then  my 
father  quickly  brought  me  down  to  earth.  "Solitaire?"  he  said. 


"We  used  to  kill  whole  days  at  a  time  playing  solitaire  when 
I  was  stationed  in  Thule  up  in  Greenland  in  1958. 1  would 
have  gone  crazy  without  it." 
A  genetic  link! 

Last  Christmas,  at  about  the  same  time  I  got  my  new  lap- 
top, my  brother  got  my  dad  a  small  PC  loaded  with,  yes,  soli- 
taire. My  father  now  plays  it  almost  daily  in  his  den.  I  asked 
him  last  week  why  he  keeps  on  playing  even  though  he's  a 
busy  guy.  He  said,  "That's  easy.  Every  time  I  push  the  key 
and  it  deals  me  a  new  round,  I  get  this  immense  burst  of 

satisfaction  knowing 
that  I  didn't  have  to 
shuffle  the  cards  and 
deal  them  myself.  It's 
payback  time  for  all 
the  hours  I've  ever 
wasted  in  my  life 
shuffling  and  dealing 
cards." 

Some  West  Coast 
Indians  in  British 
Columbia  believe 
that  when  you  travel, 
whether  on  a  canoe 
or  in  the  Concorde, 
your  soul  can  follow 
you  only  as  fast  as 
you're  able  to  walk.  I  think  of  the  times  I've  flown  to 
Australia  or  Chile  or  Italy  and  there's  my  plucky  little  soul 
chugging  along,  only  miles  away  from  the  Vancouver  airport 
where  the  trip  began.  I  think  about  this,  and  about  the  need 
to  kill  time  in  the  air,  and  I  wonder  if  there's  a  connection  — 
if  there's  a  need  to  kill  time  in  the  absence  of  a  guiding  inter- 
nal spirit.  We're  all  so  willing  to  accept  the  strange  reality 
of  geographical  displacement  when  we  travel  —  waking  up 
in  Vancouver  and  going  to  bed  in  Oslo  —  yet  we're  unwill- 
ing to  believe  in  time  sickness.  Not  just  jet  lag  but  genuine 
damage  done  to  the  sense  of  time  and  the  spirit  as  we  hop 
between  continents.  We  look  for  salves.  We  look  for  the  aurora 
borealis.  We  look  for  a  red  eight  to  slap  onto  a  black  nine.  I 
look  for  the  61  hours  I  lost  in  computerized  solitaire,  but  I 
know  I'll  never  find  it.  And  I  know  I'll  lose  far  more  time 
in  the  future. 

The  captain  just  announced  we'll  be  landing  at  LAX  in  20 
minutes.  This  flight  has  been  "fast"  because  I  was  writing  this, 
and  it  involved  emotion  and  reflection.  Maybe  I  should  start 
talking  to  the  people  sitting  beside  me  more.  Maybe  I  should 
start  believing  that  instead  of  just  shuffling  these  glowing 
kings  and  queens  and  jacks  and  aces  every  time  I  push  the 
Return  key,  I'm  building  a  beautiful  house  of  cards  instead. 
It'd  be  a  beautiful  place,  and  my  soul  could  go  there  instead 
of  forever  traipsing  its  way  out  of  the  city  and  back.  I'm  37. 
I've  flown  a  whack  of  miles  and  I'm  going  to  fly  a  whole 
whack  more.  My  soul  must  have  awfully  sore  feet  by  now.  ■ 


Douglas  Coupland  is  the  author  of  Generation  X.  His  fourth  book, 
Microserfs,  explores  the  lives  of  computer  geeks  and  is  being  made  into 
a  movie.  His  most  recent  novel  is  Girlfriend  in  a  Coma. 
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What  family  wouldn't  want 
an  educational  computer? 


This  could  be  the  most  exciting — and  important — gift  your  family  will  get  this  Christmas.  A  family 

computer  specifically  designed  to  help  kids  make  the  grade.  The  Compaq  Presario  Creative  Learning 

Series  PCs  feature  a  wealth  of  educational  software  from  such  trusted  names 

as  Disney,  Corel  and  The  Learning  Company.  Plus,  each  comes  equipped  with 

a  library  of  productivity  and  entertainment  software  that  Mom  and  Dad  can 

use.  It's  a  gift  that  will  make  your  kids  smile,  and  may  even  bring  a  smile  to 

your  face  on  report  card  day.  Give  your  kids  a  head  start,  starting  at  $1099.  * 


COMPAQ. 

PRESARIO 


Offer/price  not  available  at  all  stores.  Please  inquire.  *  Monitor  and  speakers  sold  separately. 
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BY    MARY 
GORDON 


hen  I  was  attempting  to  organize 
my  thoughts  about  a  subject  so  large 
as  tmie,  I  heard  whispers,  words  from 
three  quotes,  spoken  to  me  in  three 
distmct  and  highly  disparate  voices 

a  bedroom  wahWere°Verhear,ngAem^^ 

The  soul  has  no  ass.gnments,  neither  cooks 

"or  referees:  it  wastes  its  time. 

It  wastes  its  time  d     j  „  , 

-Randall  Jarrell 
This  is  from  Jarre]]>s 

»  a  Library"  It  is  a  brilliant,  snobby,  even  snott^ 

cult  vat.n  contemplating  a  young  woman  stu- 
dent (he  surm1Ses  she's  a  home  ec  major)  who 
has  fallen  asleep  over  her  book.  Hd^n 
gushes  between  his  disinterested  love  of  lea  n- 
ng  and  her  practical  "reading."  He  imag  " 
hat  if  he  asked  her  what  she  was  doing  in  the 

1'brary,  she  would  say,  "Studying,"  study! 

something  useful,  "assignments, ! cipes"  he 

holds  up  the  aristocratic  model  of  "the  soul" 
that  wastes  its  time.  That  is,  uses  time  IjL 
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Gf\  D  ft  f\  M  <ni  not  as  a  kind  of  venture  capi- 
V  K  U  V  I  1  tal  but  as  a  kind  of  nourishing  loam, 
in  which  may  or  may  not  be  concealed  seeds  that  may  or  may 
not  sprout.  But  if  they  do,  the  effulgence  will  be  magnificent, 
astonishing,  uncalled-for,  in  contrast  to  the  domesticated 
growths  pictured  on  the  Burpee  seed  packets.  Despite  my 
reservations  about  the  assumption  that  only  aristocrats  really 
have  souls,  I  was  struck  by  the  idea  that  the  soul  —  which  we 
are  leery  of  mentioning  in  polite  conversation,  even  between 
ourselves  and  ourselves  —  is  not  about  function.  It  does  not 
have  a  product;  it  has  nothing 
to  present.  It  does  not  use 
time  well.  It  does  not  use. 

"A  la  recherche  du  temps 
perdu"     — Marcel  Proust 

This  is  simply  the  title  of 
Proust's  masterpiece,  Remem- 
brance of  Things  Past.  The 
English  translation  removes 
the  word  time  as  well  as  the 
complexities  of  the  French 
phrase  temps  perdu,  which 
includes  in  the  word  lost,  sug- 
gestions of  simple  passing,  waste.  One  aspect  of  the  wasted 
time  suggested  in  the  tide  has  its  source  in  the  fears  and  guilts 
of  the  narrator,  Marcel,  who  worries  that  he  has  wasted  too 
much  of  his  time  in  society,  having  superficial  relations  with 
human  beings  instead  of  contemplating  in  solitude  and 
creating  the  art  that  alone  redeems  lost  time.  The  paradox 
is  that  in  his  time  in  society  among  superficial  people  the 
images  that  allowed  him  to  create  his  great  work  came  to  him 
against  (or  having  nothing  to  do  with)  his  will.  Had  he  been 
working  for  inspiration,  the  great  work  never  would  have  come. 

"Don't  waste  time."  —My  mother 

My  mother  was  one  of  nine  children  of  two  immigrants; 
she  worked  as  a  secretary  from  the  age  of  18  to  the  age  of  75. 
Her  parents  had  less  than  a  third-grade  education;  she  fin- 
ished high  school;  I  am  a  writer  who  creates  something  a 
person  like  you  would  want  to  read.  So  you  could  say  in  the 
game  of  American  upward  mobility,  we  were  among  the  win- 
ners. We  did  not  waste  time.  "Don't  waste  time,"  I  heard  my 
mother's  voice  say.  As  a  child,  when  I  was  sitting  and  dream- 
ing, often  perhaps  of  something  foolish,  an  activity  my  mother 
considered  "wasteful,"  I  was  creating  a  self;  I  was  imagining  the 
world  and  a  place  I  might  take  in  it.  I  was  wandering,  graz- 
ing, a  purely  mental  activity  that  partook,  more  than  I  knew 
perhaps,  of  an  animal's  planless  wandering,  a  search  for  suc- 
culence, for  nourishment  —  without  agenda  or  foreordained 
end.  Is  it  not  in  such  times  of  emptiness,  times  that  we  have 
"nothing  to  show  for,"  that  we  come  to  know  ourselves,  come 
to  learn  the  mystery  that  we  are  alone  in  the  world  and  that 
it  is  full  of  others  who,  more  than  ever,  we  know  are  quite 
unlike  us?  How  but  in  the  emptiness  of  a  time  that  does 
not  produce  anything  immediately  visible  can  we  both  go 
deeply  into  ourselves  and  move  far  above  our  narrow  inter- 
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ests?  How  can  we  get  out  of  the  traps  of  the  demands  of  time 
without  empty  time?  Empty  time,  waste  time,  like  wasteland, 
on  which  nothing  is  built.  Not  yet.  Perhaps  not  ever. 

But  at  the  end  of  the  millennium,  is  there  any  such  thing 
as  waste  time?  Anything  not  inhabited  by  noise,  by  demands, 
by  the  requirement  of  a  response,  instandy,  with  as  little  pos- 
sible empty  time  between  the  receipt  of  the  communica- 
tion and  the  return  communication?  More  and  more,  time 
is  money.  Is  it  only  the  very  wealthy  who  do  not  have  to  think 
about  making  money,  who  have  the  luxury  of  wasting  time? 
Is  the  idea  of  the  creation  of  a 
soul  an  archaic  concept,  out 
of  place  in  an  internationally 
corporate  world?  Or  is  it  only 
the  poor  who  have  time?  Is 
that  what  we  see  in  their  faces 
when  they  wait  in  the  lines  in 
clinics  or  in  unemployment 
offices,  when  they  stand  on 
street  corners  with  nothing  to 
do?  But  those  of  us  who  are 
capable  of  converting  our  time 
into  money,  we  have  no  time. 
Even  our  sleeping  hours  are 
invaded.  A  friend  of  mine  once  said  that,  in  New  York,  "You 
look  rested"  is  considered  an  insult,  an  accusation  of  laziness. 
It  is  as  if  we  suffer  from  a  new  disease:  Parasabbath,  fear 
of  the  Sabbath.  Even  faced  with  the  enormous  labor  of  cre- 
ation, God  made  a  space  for  rest.  For  empty  time.  We  refuse 
it.  We  all  feel  that  someone  is  at  our  heels  —  not  the  angel 
of  death  but  our  global  competitors,  or  the  man  or  woman 
who  is  willing  to  have  no  private  life,  to  work  150  hours  a 
week,  to  be  on  the  StairMaster  at  5:30  a.m.,  to  tune  into  CNN 
before  he  or  she  is  even  awake.  We  are  afraid  to  waste  time 
because  we  feel  there  is  no  margin;  if  it  is  not  immediately 
producing,  it's  a  dead  loss.  Dead.  Do  we  think  that  silence 
and  emptiness  belong  to  the  grave?  In  a  world  that  seems  so 
full  of  the  unpredictable,  are  we  terrified  of  what  might  grow 
if  we  are  not  in  charge  of  the  production?  It  is  not  only  money 
that  we  are  after  but  an  infinitely  extended  youth  as  well,  per- 
haps a  beauty  that,  with  only  a  bit  more  attention,  could  be 
within  our  grasp.  We  no  longer  seem  to  have  the  passion  that 
our  ancestors  had  for  learning  for  its  own  sake,  and  our  sense 
of  using  our  time  for  the  general  good,  whether  political  or 
philanthropic,  has  all  but  vanished.  We  use  our  time  so  that 
we  have  more  of  something  that  is  not  time,  that  we  might 
not  think  about  what  it  is  we  really  have.  Our  time  is  not  our 
own  and  perhaps  we  are  glad  of  that.  In  filling  it  overfull,  we 
are  shielding  ourselves  from  surprise.  As  if  in  doing  so  we 
could  outsmart  time's  last  trick,  death.  We  think  we  are  keep- 
ing ourselves  from  ambush,  from  letting  someone  else  get 
ahead,  and  we  may  be  right  on  one  level,  but  we  are  also  seal- 
ing ourselves  off  from  the  kind  of  miracle  that  appears  only 
when  we  aren't  working  for  its  arrival.  ■ 
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don  is  the  award-winning  author  of  Men  and  Angels,  The 
>any  of  Women,  and  The  Shadow  Man.  Her  most  recent  work  is 
novel  about  women,  art,  sex,  and  money. 
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NEXT  YEAR,  70%  OF  YOUR  PEERS  WILL 

SCALE  BACK  BECAUSE  THEY  CAN'T  FIND 

ENOUGH  TRAINED  PEOPLE. 
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TRY  EXPLAINING  THAT  TO  YOUR 
SHAREHOLDERS. 

According  to  the  latest  Coopers  &  Lybrand  study,  the  fastest-growing  companies 
may  cancel  growth  plans  and  delay  expansions  in  a  scramble  to  find  trained  staff. 
Yet  all  the  guaranteed  training  you  need  can  be  a  single  phone  call  away. 

As  the  world's  largest  network  of  authorized  training  centers,  with  more  than  200 
locations  around  the  globe,  New  Horizons  Computer  Learning  Centers®  offer  more 
classes  than  anyone  else.  Our  professional  instructors 
are  rated  by  every  student,  every  day.  And  our  help 
desk  is  available  for  desktop  support  24  hours,  365  days  a  year. 

To  see  how  our  guaranteed  training  can  keep  your  sharehold- 
ers happy,  call  1  800  PC-LEARN  or  visit  www.newhorizons.com 
for  your  free  guide,  choices  for  the  real  world. 
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>  1998  New  Horizons  Computer  Learning  Centers.  All  trademarks  are  the  property  of  their  respective  owners. 
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BY     PETER 
ROBINSON 

\OTlCE  how  we  are  perpetually  surprised  at 
Time.  ("How  time  flies!  Fancy  John  being 
grown-up  and  married!  I  can  hardly 
believe  it!")  In  heaven's  name,  why? 
Unless,  indeed,  there  is  something  in  us 
which  is  not  temporal.         — C.  S.  Lewis 

My  5-year-old,  Pedro,  has  reached  the  stage  at 
which  children  repeat  phrases  they  only  imperfectly 
understand.  The  other  day  I  found  him  intently 
studying  an  insect.  "Look,  Daddy,  a  dumb  beetle!" 

It  turned  out  he  had  been  watching  a  program 
on  African  animals.  "Dumb  beetle"  was  the  way 
he  had  heard  "dung  beetle." 

Most  of  Pedro's  mistakes  are  funny — he  calls 
his  potatoes  "smashed,"  and  he's  convinced  his 
favorite  Star  Wars  character  is  named  "Dark 
Raider."  But  a  couple  of  weeks  ago,  he  used  a  phrase 
that  hurt.  Showing  me  how  quickly  he  could  dash 
across  the  living  room,  he  sang  out,  "Look,  Daddy! 
Faster  than  the  speed  of  life!" 

Faster  than  the  speed  of  life. 

Although  the  passage  of  time  certainly  has  its 
benefits  —  I  wouldn't  want  to  change  diapers  for- 
ever—  it  has  begun  doing  things  to  me  that  are 
distincdy  unpleasant.  I'm  alarmed  to  discover  how 
gray  I've  become.  At  a  restaurant  the  other  day,  the 
kid  at  the  cash  register  asked  in  all  innocence 
whether  I'd  like  the  55-and-over  discount. 

Wasn't  technology  supposed  to  help  with  this? 
Now  that  I'm  middle-aged  (41,  not  55,  thank  you), 
I  don't  want  any  more  cell  phones,  beepers,  palm- 
held  personal  assistants,  or  other  "timesaving"  high 
tech  devices.  They  only  make  time  move  faster.  I 
want  technology  that  makes  time  stand  still. 

Oddly,  just  such  a  technology  exists.  It  was 
my  mother,  until  recently  one  of  the  most  un- 
technological  people  I  know,  who  brought  it  to 
my  attention. 

Last  year  Mom  announced  that  she  ►i/S 
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Painting   by    Grandma    Mos 
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<  116  wanted  to  buy  herself  a 
computer.  I  tried  to  talk  her  out 
of  it.  She  was  80,  and  during  her  Christmas  visit,  I  sat  next 
to  her  as  she  attempted  to  use  my  computer.  The  icons  con- 
fused her.  She  typed  slowly  (her  brief  career  as  a  secretary 
ended  almost  five  decades  ago).  She  found  even  the  most 
basic  terminology  difficult. 

"A  floppy  disk?  Why  is  it  called  'floppy'?  It  looks  rigid  to 
me,"  she  asked. 

"Because  the  first  disks,  in  use  a  dozen  years  ago,  really 
were  floppy,"  I  replied. 

"Ohr  she  answered.  She  smiled  sweetly,  as  if  indulging  me. 

She  bought  a  computer  anyway.  A  member  of  her  church 
gave  her  lessons.  (The  high  tech  age  has  produced  a  new  work 
of  corporal  mercy — teaching  computers  to  the  elderly — to 
go  along  with  feeding  the  hungry  and  clothing  the  naked.) 
It  took  less  than  a  month  for  Mom  to  master  email  so  com- 
pletely that  she  turned  into  a  spammer;  one  morning  she  sent 
me  five  emails  before  I  told  her  to  knock  it  off. 

For  years  my  mother  had  been  planning  to  write  her 
memoirs.  She  had  put  together  a  fat  file  of  notes  and  news- 
paper clippings,  but  she  had  never  started.  Now  I  suggested 
that  instead  of  writing  a  book,  she  might  tell  her  story 
by  email.  I  advised  her  to  keep  it  simple,  sending  two  or  three 
emails  a  week  to  my  7-year-old  daughter,  Edita. 


Would  you  like  to  hear  about  when  I  was  born?  October 
27,  1916,  I  came  into  the  world.  The  doctor  drove  his  horse 
and  buggy  the  10  miles  from  the  little  town  of  Montrose, 
Pennsylvania,  where  he  lived,  to  the  hamlet  of  Forest  Lake, 
where  our  farm  was.  (When  my  sister,  Ethel,  was  born,  it  was 
January  and  there  was  so  much  snow  the  doctor  couldn't  get 
there.  My  father  had  to  ask  a  neighbor  how  to  cut  the  cord  that 
connects  the  baby  to  her  mother.) 

Soon  Edita  and  I  were  reading  about  the  one-room 
schoolhouse,  about  the  woodstove  on  which  her  mother 
cooked,  about  the  icebox  that  her  father  kept  stocked  with 
blocks  of  ice  from  the  pond  near  his  water-powered  sawmill, 
and  about  the  plumbing  —  water  was  piped  from  a  spring 
downhill  to  the  farmhouse  where  it  ran  into  the  kitchen  sink 
24  hours  a  day,  and  the  outhouse  ("It  was  mighty  snowy  and 
cold  to  get  there  in  the  winter!!"). 

For  my  daughter,  the  fascination  lies  in  reading  about  the 
animals  —  the  collie,  Drummie,  who  rounded  up  the  cows 
every  evening  and  brought  them  back  to  the  barn,  and  the 
horses,  Roxy,  Major,  and  Jewel. 

Roxy  and  Major  were  huge  workhorses.  Roxy,  a  female,  was 
quite  cross  and  I  didn't  dare  go  near  her.  She  was  likely  to 
bite  or  kick.  Major  was  a  male,  a  handsome  horse,  deep  black 
with  white  around  the  feet  and  down  the  middle  of  his  face. 
He  was  happy-natured  and  never  would  bite  or  kick.  >-126 
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Plug  it  in,  turn  it  on.  Now  adding 
network  storage  is  a  Snap! 


Starting  at  just  $995,  the  Snap!  Server"  from  Meridian  Data  is  everything  you  want  in  a  storage  server 

It  comes  preconfigured  to  recognize  your  network,  so  you  really  can  just  plug  it  in  and  turn  it  on  —  with  no 

downtime  for  your  existing  servers.  And  with  prices  ranging  from  $995  for  the  4  GB  server  to  12  GB  for  $  1 795, 

Snap!  Server  redefines  network  storage,  offering  the  perfect  combination  of  quick  and  easy  installation  at  prices 

never-before-seen  for  a  file  server  In  fact,  Snap!  Server  is  so  hassle-free,  it  comes  with  an  unconditional 

30-day  money-back  guarantee.  And  now,  you  could  win  a  Snap!  Server  just  by  visiting  our  web  site 

at  www.snapserver.com/forb  or  simply  call  1-888-343-SNAP  ext.  700. 


A  MERIDIAN 

Network  Storage  Made  Simple 
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You've  delivered  me 


If  you  use  Microsoft®  Exchange 
Server,  now  it's  easier  than  ever 
to  push  the  messaging  envelope 
Just  apply  our  new  collaborative 
work  management  tools.  They 
leverage  Exchange's  proven 
infrastructure  to  create 
powerful  business  solutions. 

•  EASTMAN  SOFTWARE 
WorkFolder  for 
Microsoft®  Exchange 

helps  you  gather, 
organize,  manage, 
and  share  work 
projects  and  processes. 

•  EASTMAN  SOFTWARE 
Document  Manager 
for  Microsoft® 
Exchange  provides  groups 
with  an  intuitive  way 
to  access  and  share 
documents.  Built-in 
controls  keep  things 
on  track. 

•  EASTMAN  SOFTWARE 
Imaging  for  Windows® 
Professional  Edition 

transforms  paper 
documents  and  faxes 
into  electronic  documents 
(via  OCR  and  scanning) 
that  can  be  viewed,  edited, 
and  distributed. 

Eastman  Software's  work 
management  products  for 
Exchange  are  so  powerful 
you  have  to  see  them  to 
believe  them.  Why  wait? 
Request  our  free 
evaluation/demo  CD  at 
1-800-229-2973  or 
www.eastmansoftware. 
com/wmexchange.  As  the 
leading  provider  of  work 
management  software  for 
Microsoft  environments, 
when  we  say  the  answer's 
in  the  mail,  we  mean  it. 


©Eastman  Kodak  Company,  1998 
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God's  Eye  View 

BY    MARK     HELPRIN 


I  discovered,  in  Switzerland  of  all  places,  that  there  is 
no  such  thing  as  time.  I  was  ill,  my  pack  was  heavy,  and 
my  train  many  hours  in  the  future.  I  was  not  fit  to  see  the 
town,  and  rather  than  pay  for  a  hotel 
I  chose  to  wait  out  my  illness,  and  the 
train  schedule,  on  the  railway  plat- 
form. Though  in  a  morning,  afternoon, 
and  evening  the  light  changed;  birds  flew 
in  desperate  maneuvers  through  the  train 
shed;  smoke  billowed  and  dissipated; 
people  appeared,  stood,  pivoted,  and  dis- 
appeared; porters  pulled  wagons;  and 
whistles  shrieked;  I  fell  into  a  near  motionless  trance,  and 
the  hours  flew  by  effortlessly. 

It  was  the  summer  of  1964,  and  I  was  17.  I  had  learned 
that  time  is  malleable.  Until  my  day  in  the  train  shed,  I  had 

Photographs   and    Installation    by   D.A.ST.    Art   Team 


detested  waiting  because  it  slowed  time's  rate  of  advance. 
With  so  much  time  to  pass  without  distraction,  I  had  decided 
to  see  if  the  effect  could  be  reversed.  After  all,  if  it  could  go 
one  way,  it  might  be  able  to  go  the  other. 
And  it  did.  At  the  time,  it  seemed  aston- 
ishing. By  accepting  without  resistance 
the  slow  passage  of  time,  I  slowed  time 
almost  to  the  point  of  nonexistence  and 
succeeded,  paradoxically  and  inversely,  in 
speeding  it  up. 

Soon  thereafter,  in  Rome,  south  of 
Termini  in  a  thoroughly  undistinguished 
suburban  neighborhood  that,  nonetheless,  in  its  particulars, 
was  excruciatingly  beautiful,  I  found  myself  in  a  little  piazza 
with  a  fountain  at  its  center.  Amid  young  shade  trees,  I  sat 
on  a  brick  wall  and  watched  the  stream  of  water  for  ►  122 
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HC  I    D  D  I  IV I  "*  ^  perhaps  six  or  eight  hours. 
t  L  I     K  I  IN  Once  again,  the  nature  of  time  seemed 

to  alter  paradoxically.  The  more  it  slowed,  the  faster  it  went. 

This  time,  however,  the  fountain  offered  a  hint  of  explanation. 
After  concentrating  for  several  hours  upon  the  jet  of  water, 

I  could  not  help  but  see  that  it  broke  into  droplets  not  all 

of  which  behaved  in  the  same  way.  To  left  and  right,  they 

traced  sparkling  parabolas,  but  in  the  center  they  appeared 

to  oscillate  rhythmically.  Each  droplet,  whether  tracing 

a  graceful  curve  or  simply  rising  and  falling,  would  land 

in  the  water  at  the  same  time  as  those  launched  with 

it,  but  the  ones  to  left 

and  right  seemed  to  travel 

languidly,  and  those  in  the 

center  appeared  to  get 

either  bigger  or  smaller 

according  to  whether  they 

were  headed  away  from  or 

toward  me. 

Most  interesting  was 

that  the  droplets  traveling 

on  the  direct  axis  appeared 
simply  to  be  moving  up 
and  down.  If  recession  or 
approach  could  be  per- 
ceived as  movement  in 
place,  could  not  movement  in  place  be  perceived  as  reces- 
sion or  approach?  I  began  to  think  about  why,  in  the 
train  shed  and  here  in  the  fountain  piazza,  slow  time  and 
fast  time  had  seemed  to  unify. 

In  what  condition  might  their  distinctions  fade  and  their 
natures  converge?  How  is  it  that  one  can  alter  the  perception 
of  time  and  time  cannot  fight  back  with  objectivity?  No  clock 
can  check  the  malleability  of  time.  One  can  watch  the  minute 
hand  make  a  revolution  and  feel  that  it  takes  forever,  or  that 
time  has  not  passed  at  all.  Precise  measurement  is  immate- 
rial. If  the  world  were  to  freeze  for  a  billion  years,  and  then 
start  again,  that  billion  years  would  not  seem  like  even  a  sec- 
ond. And  if  a  billion  years  were  to  collapse  into  a  second, 
who  would  know? 

What  if  time  does  not  exist,  what  if,  in  fact,  it  is  malleable 
because  it  is  merely  a  perception,  an  illusion  by  which  we 
perceive  something  that  is  actually  timeless  and  still?  If  you 
stand  very  close  to  a  painting,  you  must,  to  see  the  whole 
thing,  track  with  your  eyes,  and  you  will  perceive  your  rate 
in  doing  so  as  the  product  of  how  much  of  the  painting 
you  see  relative  to  the  "time"  that  passes.  But  were  you  to  step 
back  you  could  see  the  whole  thing  at  once  and  in  no  time 
whatsoever.  If  it  is  a  huge  canvas,  even  though  you  have 
stepped  back  you  still  might  have  to  sweep  your  eyes  across 
it —  but  if  you  keep  up  your  retreat,  eventually  you  will  be 
able  to  see  the  whole  thing  at  once,  no  matter  how  vast  it 
is.  If  you  go  far  enough  it  w  ill  become  just  a  point,  and  then, 
in  fact,  it  will  disappear. 

Theoretical  physics  suggests  that  the  pa: 
light  may  be  the  sine  qua  non,  the  essential  < 
for  the  existence  of  time.  Should  the  light  free 


push  ahead  no  longer,  time  would  cease  to  exist. 

Think  of  a  ray  of  light  beaming  from  the  earth  and  trav- 
eling, let  us  say,  the  25,000  light-years  to  the  center  of  the  Milky 
Way.  That  is  a  lot  of  distance  and  a  lot  of  time.  But  from  a  suf- 
ficiently immense  distance  the  galaxy  would  appear  to  be 
the  size  of  a  quarter,  and  then  the  size  of  a  period  on  this  page, 
and  then  even  smaller  than  a  quark.  Eventually,  from  an  infi- 
nite perspective,  it  will  cease  to  exist.  From  God's  perspec- 
tive in  the  regions  of  infinity,  light  does  not  travel  and  time 
does  not  pass.  Or,  as  such  a  condition  might  be  described, 
it  all  happened  at  once,  it  is  all  happening  at  once,  and  its 

serial  nature  is  merely  an 
illusion  on  the  part  of  those 
who,  though  they  can  grasp 
the  idea  of  infinity,  can  nei- 
ther sense  nor  perceive  it. 
If  this  is  so,  by  the  way,  it 
nicely  explains  how  free 
will  and  predestination  can 
exist  simultaneously  and 
without  contradiction. 

How  could  it  be  so? 
How  is  it  that  you  can  sit 
for  three  hours  in  a  movie 
(six  hours  if  you  are  Russ- 
ian), and  then  the  projec- 
tionist puts  the  film  in  a  can  and  the  many  scenes,  so 
languid  or  so  quick  in  their  execution,  so  full  of  life  and 
procession,  are  still,  in  one  place,  absolutely  unmoving?  How 
is  it  that  although  you  can  spend  many  months  (if  you  care 
to)  reading  a  100,000-page  mathematical  description  of  the 
North  Face  of  the  Eiger,  with  every  dihedral  charted  and 
every  plane  encompassed;  you  can  also  stand  on  the  ter- 
race of  a  hotel,  open  your  eyes,  and  see  the  whole  thing  in 
an  instant?  How  is  it  that  a  single  note  of  music  can  be 
sounded  for  as  long  as  it  can  be  sustained  or  as  quickly  as 
it  can  be  cut  off — and  yet  it  is  the  same  note,  indistin- 
guishably?  How  is  it  that  you  can  sense  deja  vu;  that  great 
art  and  transcendent  emotion  seem  to  fix  time  in  place;  that, 
to  painters,  paintings  can  seem  to  move,  and  that  for  musi- 
cians music  can  seem  to  still;  that  in  times  of  peak  inten- 
sity motion  and  stillness  are  one;  that  ecstasy  is  both  the 
fastest-moving  thing  in  the  world  and  the  most  time-arrest- 
ing thing  too? 

Perhaps  it  is  because,  from  the  perspective  of  infinity 
(which  is  not  conjectural),  light  does  not  actually  move  and 
time  does  not  actually  exist.  And  perhaps  at  death  the  illusion 
of  time  and  motion  ends,  with  light  standing  still  as  in  the 
bursting  sun  and  all-encompassing  glare  at  the  close  of 
Mishima's  Runaway  Horses,  or  in  Dante's  vision  of  God. 

This  was  the  tenor  of  my  thought  on  the  railway  platform 
in  Switzerland  and  by  the  fountain  in  Rome,  in  the  sum- 
mer of  1964,  but  I  was  young  then,  and  it  was,  of  course,  a 
very  long  time  ago.  ■ 


a 


Mark  Helprin,  a  contributing  editor  to  the  Wall  Street  Journal,  served 
in  the  Israeli  infantry  and  air  force.  His  best-known  novels  are 
Winter's  Tale  and  A  Soldier  of  the  Great  War. 
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The  power  to  simplify: 

Sometimes,  it  means  being  the  first 
to  give  drivers  a  little  traveling  music. 


no  ic  j  < 


11 
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Delphi  Automotive  Systems  offered  the  first  standard  dash-mounted  radio  as  a  way 

talk     to  dnvers  back  in  1936.  Today,  we  continue  to  develop  advanced  vehicle 
communication  systems  like  Radio  Telemetry  that  help  Indy  Racing  teams  win  races 
by  mon,tor,ng  real-time  performance  data  of  cars  on  the  track.  Soon,  Delphi  will  brinq 
two-way  computer  communication,  information  and  entertainment  into  the  vehicles 
ou  drive.  W.th  operations  in  37  countries,  Delphi  is  uniquely  positioned  to  meet  the 
.  of  auto  manufacturers  around  the  world.  To  learn  more  about  our  innovative 
business,  visit  us  at  www.delphiauto.com. 


The     power     to     simplify 


Pr\  I  s\  n  <  89  keyboard  of  my  Macintosh  Ilsi  or  my 
K  I  V  L  PowerBook  laptop.  But  I  do  find  that  when 
I'm  in  my  own  home,  which  is  also  my  office,  the  nearness 
of  those  machines  exerts  a  far  more  powerful  attraction  than 
any  legal  pad  and  fountain  pen. 

I  use  my  computers  for  a  fairly  small  number  of  tasks  — 
writing  my  novels,  stories,  poems,  and  essays,  my  corres- 
pondence, a  good  deal  of  email,  occasional  forays  onto  the 
Internet  to  read  the  New  York  Times  or  to  locate  some  odd, 
elusive  fact.  But,  for  me,  the  present  slowness  of  Internet 
surfing  is  a  serious  discouragement  to  entertainment 
or  research  on  the  Web,  and  I've  yet  to 
acquire  the  other  common  computer 
addictions  —  playing  actual  games, 
entering  chat  rooms,  spending  hours 
leapfrogging  from  one  relatively  incon- 
sequential Web  site  to  another.  The 
cyberlure  for  me  seems  to  lie  in  the  only 
partly  illusory  ease  of  word  processing. 
I've  heard  of  no  studies  that  evaluate 
the  degree  to  which  enforced  computer 
time  —  computing  as  a  required  part  of 
one's  daily  job  —  is  anywhere  near  as 
inviting  or  pleasurable  as  older  work 
methods  (if  they  were  pleasurable  at  ail). 
My  own  keyboard  time  is  very  seldom 
enforced — only  when  I'm  driven  to  com- 
plete some  essay  or  book  review  for  an 
immediate  deadline.  Otherwise,  I  work 
under  no  supervision  or  schedule  but  my 
own.  So  my  experience  may  differ  sig- 
nificantly from  that  of  the  average  con- 
temporary office  worker  or  the  student 
completing  his  term  paper  under  the  dire  threat  of  failure 
in  the  remorselessly  advancing  clock  time  of  a  difficult  aca- 
demic class.  But  let  me  make  one  more  attempt  to  under- 
stand the  nature  of  my  own  occasionally  unnerving  near 
addiction  to  word  processing. 

First,  obviously,  the  videogame  aspect  is  real — the  steadily 
blinking  cursor  on  the  screen,  the  rapidly  accumulating  and 
easily  readable  words,  the  ease  of  immediate  revision  (which 
was  so  cumbersome  on  even  the  most  sophisticated  type- 
writer: copying,  deleting,  moving  blocks  of  material  from 
one  place  to  another,  etc.).  The  small  but  dire  possibility  of 
accidental  deletions,  malicious  viruses,  and  hard-drive  crashes 
is  also  real  and  lends  a  not-displeasing  gambler's  edge  to  the 
act  of  computer  writing.  For  a  professional  imaginative  writer, 
perhaps  there's  also  the  small  but  potent  whiff  of  seeing  one's 
work  in  instantaneous  "lights."  The  ability  to  justify  lines, 
the  extreme  clarity  and  neatness  of  one's  moment-to-moment 
composition,  and  the  gain  in  speed  that  such  resources  pro- 
vide are  also  by  no  means  trivial  attractions. 

Yet  I'm  sure  that,  for  me,  there's  something  more  at  the 
center  of  my  compulsion  for  the  keyboard  (it  may  be  rele- 
vant to  add  that  I  only  began  word  processing  at  the  age  of 
51).  Again,  I've  seen  no  studies,  but  I  suppose  it's  conceiv- 
able that  the  radiating  light  of  a  computer  screi  i  may  exert 


Since  I 

acquired  a 

computer,  time 

less  like  an 

immovable 

granite  wheel 

and  more  like  a 

wheel  made  of 

light  blond 

wood. 


is 


a  physiological  attraction  —  and  even  organic  damage  — of 
which  we're  consciously  unaware.  Certainly  anyone  observ- 
ing a  normally  restless  young  child  at  the  keyboard  is  likely 
to  see  that  child  gripped  in  a  way  that  nothing  else  but  the 
television  screen  has  rivaled.  Beyond  any  such  subliminal 
physical  influences,  I  can  only  guess  that  many  human  brains 
literally  welcome  the  sheer  process  of  computing  — and, 
almost  equally  as  welcome,  its  readiness  to  serve  as  a  mobile, 
but  somehow  enormously  still,  object  for  meditation  and  all 
the  calming  effects  that  flow  from  such  intent  concentration. 
That  calm  alone  is  a  gain  as  sizable  as  any  since  the  19th- 
century  rise  of  literacy  in  the  West. 

If  I'm  describing  a  phenomenon  that 
applies  to  a  substantial  percentage 
of  computer  users,  then  I'm  likewise 
describing  what  may  soon  prove  to  be  a 
major  change  in  our  civilization's  sense 
of  clock  time  —  work  time  and  leisure 
time  alike,  and  perhaps  the  two  inextri- 
cably combined.  Anyone  who's  taught 
young  Americans  to  read  and  write  the 
English  language  through  the  same  four 
decades  in  which  I've  taught  those  skills 
at  Duke  University  will  probably  share 
my  sense  that  television  alone  has 
severely  limited  the  independence  of  the 
imagination  of  any  person  reared  in  its 
ravenous  presence.  For  TV  will  not  rest 
in  its  demands  on  the  watcher  until  the 
flickering  image  has  amputated  and 
removed  the  watcher's  own  imagination 
and  replaced  it  with  the  tube's. 

Before  I  permit  myself  to  worry  that 
word  processing  will  intensify  that  curse  —  a  curse  that 
reduces  our  time  to  a  form  of  enslavement — let  me  note  in 
closing  that  watching  TV  is  an  overwhelmingly  passive  expe- 
rience. The  simplest  hour  of  word  processing,  by  urgent  con- 
trast, is  profoundly  interactive.  Time  at  any  computer  screen 
is,  for  now  at  least,  a  time  of  dialogue,  and  while  we  know 
that  the  screen  is  a  function  of  an  inanimate  machine,  many 
computer  workers  come  to  suspect  a  degree  of  consciousness 
in  that  machinery.  Our  working  hours  are  thus  spent  in  a  form 
of  that  most  fertilizing  of  mental  activities:  dialogue,  the 
exchange  of  minds.  Born  sanguine  as  I  was,  I'm  inclined  to 
think  that  the  intimations  of  a  cyberfuture,  though  scary  as 
any  future  seems,  are  more  hopeful  than  not  for  us  and  the 
earth  —  provided  of  course  we  choose  not  to  hie  ourselves 
exclusively  to  the  muck  that  has  already  setded  to  the  bottom 
of  the  Web  and  proliferates  there,  prowled  and  plowed  and 
harvested  nighdy  by  the  merely  desperate.  But  even  they  are 
likely  to  prove  no  more  deadly  hereafter  than  they've  always 
been:  the  occasional  pale-faced  molester,  assassin,  or  soul- 
dead  starveling.  Maybe,  indeed,  computers  will  learn  to  detect 
their  dangerous  users  and  delete  them  in  time.  ■ 

Price,  a  former  Rhodes  scholar,  is  now  a  James  B.  Duke  pro- 
'  ill  Duke  University.  His  novel  A  Long  and  Happy  Life 
William  Faulkner  Award  in  1962. 
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The  power  to  simplify: 

Sometimes,  it  means  inventing  new  ways 
to  keep  you  in  touch  as  you  travel. 


slphi  Automotive  Systems  is  leading  the  way  in  bringing  satellite  communications 
into  the  car  you  drive.  Our  Mobile  Media  System  will  deliver  E-mail,  provide 

ctions.  let  you  order  a  movie,  play  a  game  and  more,  all  through  your  car's 
computer.  Developed  in  combination  with  IBM*   Netscape8  and  Sun  Microsystems 
many  of  these  advanced  features  are  already  being  designed  into  vehicles  you  will 
be  driving  in  the  coming  years.  By  developing  the  smart  systems  of  tomorrow, 
Delphi  is  uniquely  positioned  to  meet  the  needs  of  auto  manufacturers  around  the 
world.  To  learn  more  about  how  we  simplify  things  for  car  and  truck  makers, 
visit  www.delphiauto.com. 

All  product  names  and  trademarks  are  the  registered  marks  of  the  respective  companies. 


Automotive  System: 


The      power 


IVC  D  ^^  at  tne  posthuman  speed  of  light.  Time 
I  L  l\  seems  to  be  speeding  up  and  shrinking  all  at 
once.  The  bombardment  of  the  instant  crowds  our  sense  of 
time;  our  minutes  are  so  packed  we  cannot  grasp  the  hours. 
Yesterday  is  two  centuries  ago:  Who  thinks  of  Mikhail 
Gorbachev  now?  And  Princess  Diana's  life  already  feels  to  me 
like  ancient  history.  Our  moments  flash  by  as  quickly  as  the 
rapid-fire  images  on  the  latest  music  videos. 

Even  as  we  try  to  save  time,  time  begins  to  seem  a  non- 
renewable resource  we're  using  up  as  fast  as  we  do  trees  or 
soil.  We  long  not  just  for  an  earlier  time  but  for  an  earlier 
sense  of  time.  We  miss  not  just  the  sense  of  life  without  a 
clock  (the  boundless  dissolution  of  hours  we  knew  as  chil- 
dren) but  a  sense  of  time  as  something  beyond  our  reach.  In 
Shakespeare's  day,  time  was  "the  king  of  men,"  and  some- 
times what  we're  losing,  in  our  hubris,  is  a  proper  deference 
before  a  force  that  can  wound  as  much  as  heal. 

Having  cut  down  time,  we  find  we  cannot  restore  it.  The 
archetype  of  this  new  temporal  limbo  is  that  cathedral  of  the 
temporary,  the  airport.  Time,  in  a  terminal,  is  almost  explic- 
idy  a  form  of  money  (as  we  are  offered  vouchers  if  we  will 
wait  two  extra  hours,  or  will  pay  extra  to  stand  in  shorter  lines), 
yet  everyone  has  a  different  value  for  it.  Half  the  people  we  see 
are  killing  time,  half  are  racing  to  catch  up  with  it.  Everyone's 
looking  at  his  watch,  but  all  the  watches  show  different  times. 
Around  us,  in  a  crush  of  cell  phones,  deadlines,  departure 
times  (and  seldom  lifelines),  the  signs  extol  a  gospel  of  high 
speed:  Panda  Express,  Federal  Express,  Pizza  Hut  Express. 

In  the  midst  of  such  commotion,  my  own  impulse  is  to 
try  to  find  my  way  back  to  a  more  spacious  sense  of  time. 
Sometimes  that  means  going  back  to  rural,  atavistic  cultures 
where  time  is  seen  in  the  same  way  it's  always  been,  as  cycli- 
cal, and  progress  is  not  mistaken  for  forward  movement. 
Other  times,  that  means  taking  myself  to  places  that,  how- 
ever industrialized,  preserve  an  old-world  sense  of  time  as 
something  above  us,  not  within  (as  in  Japan,  where  the  sea- 
sons are  observed  as  solemnly  as  a  religion). 

Even  in  jet-propelled,  wound-up  California,  I  find  ways 
to  step  out  of  fast-forward,  into  slow-backward.  Every  few 
months,  I  drive  up  the  coast  to  a  Catholic  hermitage  high 
above  the  sea,  where,  though  no  Catholic  myself,  I  receive 
temporary  absolution  from  the  moment.  In  the  absence  of 
phones,  of  beepers  and  palmtops,  time  falls  away  and  gets 
spun  into  air  till  it's  as  expansive  as  the  horizon.  White- 
hooded  monks  make  the  centuries  dissolve,  and  each  day 
is  measured  only  by  the  tolling  of  a  bell.  There  is  a  clock  in 
the  hermitage,  but  the  day  is  so  released  from  appointments 
and  alarms  that  when  I  see  it  reading  7:15, 1  sometimes  can't 
tell  whether  that  denotes  sunset  or  daybreak.  In  this  place 
where  moments  fade  and  eternity  reawakens,  I  find  I  have  all 
the  time  in  the  world  —  so  little  sense  of  time,  I  have  no 
thought  of  wasting  it. 

Time  is  a  goddess  who  flees  the  minute  we  would  make 
use  of  her.  ■ 


r\  r\  q  ■  |l  j  o  s\  &  I  <118  They  did  look  beautiful 
K  U  D  I  IN  5  U  IN   when  hitched  up  together. 

Jewel  was  a  pony.  She  was  black  and  white,  much  the  same 
coloring  as  Major.  My  sister  ami  I  would  put  a  saddle  on  her. 
I  loved  riding  off  into  the  country  on  Jewel.  In  the  summer  she 
also  pulled  a  wagon  for  us. 

For  me  the  fascination  lies  elsewhere.  My  mother's  emails 
present  an  America  that  no  longer  exists.  The  hardness  of 
life  comes  through.  Mom  was  the  only  member  of  her  school 
to  go  on  to  high  school.  ("I  had  to  leave  home  to  room  in 
Montrose,  where  the  high  school  was  located,  because  Mont- 
rose was  10  miles  away  and  too  far  to  drive  every  day") 
Although  her  father  owned  six  farms,  none  of  his  tenants 
could  pay  their  rent. 

One  fanner  gave  us  a  turkey  every  year  for  Thanksgiving, 
and  that  was  his  rent.  There  was  another  who  had  a  BIG  fam- 
ily but  wasn't  a  very  successful  farmer.  1  don't  think  he  ever 
paid  us  any  rent,  and  sometimes  in  the  middle  of  the  night 
my  mother  would  go  to  his  farm  to  help  his  wife,  who  was 
having  another  baby. 

The  sense  of  faith  is  palpable.  School  days  began  with  a 
Bible  verse  and  the  Lord's  Prayer.  In  high  school,  students 
wrote  religious  inscriptions  in  each  other's  "autograph  books." 
One  inscription  read: 

A  place  for  me  in  your  album, 

A  place  for  me  in  your  heart, 

A  place  for  us  in  Heaven, 

Where  true  friends  never  part. 

Each  story  my  mother  tells  represents  a  victory  over  time, 
a  fragment  of  the  old  world  she  has  snatched  from  oblivion 
to  give  to  her  grandchildren.  Yet  her  emails  convey  a  still  more 
decisive  victory.  It  lies  not  in  what  she  writes  but  in  her  voice. 

Mom  is  now  82.  She  uses  a  cane  indoors  and  a  walker  out- 
doors. On  good  days,  she  paints  —  she's  working  on  portraits 
of  my  children  —  but  she  has  to  tuck  her  walker  under  her 
easel  for  support.  On  bad  days,  she  sits  in  her  easy  chair.  Her 
age  presents  itself  in  the  quavery  handwriting  in  her  letters, 
the  phrases  she  misses  when  we  speak  over  the  telephone. 
The  exception  is  her  emails.  The  voice  they  convey  is  the 
voice  that  I  knew  as  a  child.  Her  sense  of  humor,  her  plea- 
sure in  telling  a  story,  her  eye  for  detail  and  color — all  are 
present,  unmediated  by  old  age.  When  I  read  my  mother's 
emails,  time  stands  still. 

Or  rather,  my  mother  stands  outside  time.  It  is  Aristotle's 
distinction  between  "accidents'"and  "substance."  Accidents 
are  the  inessential  aspects  of  an  entity,  substance  is  its  essence. 
In  humans,  accidents  include  eye  color,  hair  color,  height, 
weight,  and  age.  Substance  is  the  voice  in  Mom's  emails. 
Email  —  prosaic  email  —  has  permitted  me  to  glimpse  that 
which,  in  C.  S.  Lewis's  words,  is  "not  temporal." 

For  now  my  mother's  emails  continue  to  arrive,  faster, 

so  to  speak,  than  the  speed  of  life.  Even  when  they  cease,  I 

will  know  that  despite  the  accidents  of  old  age  —  despite 

vlent  of  death  itself — time  never  touched  her.        ■ 


m    Travel  writer  timl  novelist  Pico  Iyer  divides  Ins  time  between  I  oi 
r  t  ■    lapan.  He  is  .1  contributor  M  Condi  Nasi  Traveler  and  Tune  maga 
•  Jt9    the  niithoi  »/  tropical  (  lassical:  1  ssays  from  Several  Directions 
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ton  is  .1  fellow  at  the  Hoover  Institution.  He  is  the  author 
selling  Snapshots  from  Hell:  The  Making  of  an  MBA,  and 
PBS  television  program  Uncommon  Knowledge. 
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B|  I  />  1/  I  r  \i  <91  wondered — and  still  do.  Andrew 
U  vl\  L  L  I  Carnegie,  at  about  the  same  age,  arrived 
in  America  with  his  parents  and  brother,  and  the  voyage  from . 
Scotland  took  seven  weeks.  Two  decades  later,  during  our 
Civil  War,  he  visited  England  and  crossed  the  same  ocean 
in  two  weeks. 

Recently,  another  one  of  those  cobblestones  in  history 
I  encountered  was  memory. 

At  a  lecture  this  summer  by  a  neurobiologist,  I  heard  one 
scientist  quoted  as  remarking  that  if  we  had  a  perfect  mem- 
ory, the  first  act  of  love  would  suffice  each  of  us  on  through 
our  lifetime.  (This  observation  was  rendered  in  the  vernac- 
ular.) If,  when  communicating  with  a  friend  in  what  was 
called  Saigon  you  can  exchange  missives  in  seconds,  how 
does  your  notion  of  time  impinge  on  distance  —  does  it 
occlude  distance?  Is  Saigon,  for  all  intents  and  purposes,  only 
seconds  away?  But  since  it's  in  fact  some  7,000  miles  away,  is 
a  paradox  then  generated  that  confuses  contemporary 
thought  and  calculation? 

First,  ask  about  biology.  The  revolution  in  time  is  only  ten- 
uously related  to  advances  in  medicine.  We  live  now  about  a 
dozen  years  longer  than  our  grandparents,  but  the  "life  span" 
does  not  extend:  Longevity  is  effected,  lather,  by  gobbling 
up  impediments  to  health  by  bacterial  aggressors.  We  can 
fight  to  a  standstill  almost  any  affliction  now  save  old  age. 

This  means  that  whatever  the  speed  of  intercommuni- 
cation or  of  calculation  in  the  cyberworld,  the  time  given 
to  us  to  take  it  all  in  isn't  much  greater  than  it  was  when  our 
forebears  studied  sundials.  In  a  moment,  or  10  or  100 
moments,  we  have  to  take  it  all  in,  or  at  least  as  much  as  we 
elect  to  take  in. 

We  will  never  be  given  the  time  to  peruse  everything  that 
justifies  the  spending  of  intellectual  energy  or  gratifies  our 
curiosity — which  means  that  every  generation  will  need  to 
justify  the  triage  of  books  off-loaded  from  our  working 
libraries  in  order  to  make  time  for  books  that  still  cling  to 
relevance  as,  individually,  we  weigh  that  relevance.  Time  is 
in  this  sense  inelastic. 

My  view  of  it  is  that  the  apparent  compression  of  time, 
defined  as  the  ability  to  do  in  a  moment  what  in  days  gone 
by  required  weeks  and  months  and  years,  is  a  poetical  and 
spiritual  challenge.  The  reordering  of  our  priorities  needs  to 
be  done  with  knowledge  of  what  can't  be  compressed  by 
cyberscience:  the  act  of  love,  to  cite  the  neurobiologist  whose 
focus  was  the  orgasm;  and  the  experience  of  love,  to  cite  the 
unending  curiosity  about  and  concern  for  the  kind  of  love 
that  sustains  us  other  than  in  bed. 

A  prescient  clue  to  the  latter  can  be  found  in  a  book  that 
engrossed  me  as  a  teenager:  Portrait  of  Jennie  by  Robert 
Nathan,  published  in  1939. 

In  an  otherwise  conventional  love  story  about  a  strug- 
gling 28-year-old  artist  and  his  true,  eternal  love,  Jennie,  the 
author  used  a  wonderfully  effective  device.  The  girl,  when 
first  encountered  by  the  artist  in  a  mall  in  New  York  ( 
8  years  old.  The  young  artist  and  the  little  girl  are  instai 
attracted  to  each  other,  and  alter  a  single  hour  ol  idle  co 
versation,  the  protagonist  writes,"]  held  out  my  hand  to  hei 
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and  she  took  It  gravely.  'Do  you  know  the  game  I  like  to  play 
best?'  she  asked.  'No,'  I  said.  'It's  a  wishing  game.'  I  asked 
her  what  she  wished  for  most.  'I  wish  you'd  wait  for  me  to 
grow  up,'  she  said.  'But  you  won't,  I  guess.'  " 

A  few  months  later,  he  runs  into  her  again  and  she  is 
unaccountably  older,  perhaps  12  or  13.  There  are  a  few  more 
encounters  before  the  final  one.  A  mere  year  or  so  later  in 
the  artist's  life,  Jennie,  now  20,  materializes  on  the  beach  in 
Cape  Cod  during  a  hurricane,  then  dies  in  his  arms. 

We  are  all  dealing  with  a  love  for  "Jennie,"  the  attractive 
world  of  technology  that  is  moving  at  a  mysterious  pace  dif- 
ferent from  our  own.  In  the  novel,  the  writer  manages  the 
compression  of  time,  done  by  juxtaposing  one  character 
against  another  whose  time-treadmill  is  conventionally  paced. 
This  hyperspeed  relationship  is  best  understood  as  a  dream, 
properly  likened  to  the  recitations  of  entire  lives  we  read 
about,  and  perhaps  will  experience  on  our  deathbed.  We 
do  not  know  whether  it  is  possible  to  expunge  that  moment 
or  whether  it  will  assert  itself  in  the  memory  no  matter  how 
much'we  resist.  In  that  instant,  our  end  will  be  congruent 
with  the  revolution  in  time,  when  a  lifetime  is  compressed 
into  a  single  moment.  We  will  join  Jennie  at  last.  ■ 

r  William  F.  Buckley  Jr.  is  a  nationally  syndicated  columnist  and  longtime 
host  of  the  PBS  show  Firing  Line.  He  founded  National  Review  in  1955, 
where  he  remains  as  editor  at  large. 

A  Q  I  I  A  U  A  I  <  107  place  where  time  crawled 
/»  IJ  w  "  J  l\  I VI  l\  L  and  are  expected  to  find  a  mean- 
ingful, productive  niche  in  a  social  order  that  races  at  baud 
rates  and  dances  to  the  surging  rhythms  of  the  Dow  Jones 
industrial  average.  Is  it  any  wonder  that  so  many  soon  flee 
to  the  deceptive  relief  of  recidivism? 

Time  is  a  burden,  a  blur,  a  blessing. 

Still,  for  at  least  some  of  the  imprisoned,  time  can  be  a 
friend.  For  them,  it  is  a  space  to  study,  learn,  and  unlearn 
that  which  is  helpful  to  interpret  life's  misery.  The  prison 
becomes  a  school,  and  the  cell  is  transformed  into  a  class- 
room. For  them,  time  can  be  liberating. 

Dr.  James  Gilligan,  a  Massachusetts  state  prison  psychia- 
trist, has  written,  "While  several  [antirecidivism]  programs  had 
worked,  the  most  successful  of  all  and  the  only  one  that  had 
been  1 00  percent  effective  in  preventing  recidivism  was  the  pro- 
gram that  allowed  inmates  to  receive  a  college  degree  in  prison." 

But  some  states,  Massachusetts  and  Pennsylvania,  for  ex- 
ample, have  terminated  their  prison  college  programs  because 
they  see  them  as  gifts  to  prisoners.  In  doing  so,  they  have 
stripped  inmates  of  the  one  worthwhile  use  of  time. 

How  politically  driven  institutions  like  prisons  treat  time 
is  the  clearest  reflection  of  the  social  order's  deepest  and 
truest  concerns.  When  what  works  gets  sacrificed  to  what 
is  politically  popular,  time  becomes  leadened,  deadened, 
and  illogical. 

Such  a  shortsighted  approach  is  itself  a  crime  — one  that 
will  become  manifest  in  time.  ■ 

ier  Mumia  Abu-Jamal  was  convicted  of  murdering  a  Phila- 

•olice  officer  in  1982.  His  conviction  and  death  sentence  are  on 

is  the  author  of  Live  from  Death  Row  and  Death  Blossoms. 
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Economic  Development: 

The  Connect  Ohio  Economic  Development  section  provides  general 
information  about  Ohio  and  specific  information  on  the  state's  incentive 
packages  for  businesses  making  relocation  and  expansion  decisions. 
Links  to  Ohio  Site  and  Building  information,  the  First  Frontier  Fund,  Ohio's 
County  Profiles,  the  12  Regional  Economic  Development  Offices  and  the 
International  Trade  Division  Web  sites  are  also  available. 
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opportunities,  job  training,  labor  statistics  and  wages.  Through  this  area, 
the  Ohio  Department  of  Development  helps  business  and  industry  meet 
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opment challenges.  In  fact,  The  New  York  Times  recently  recognized 
the  Department's  efforts  to  draw  companies  and  workers  to  Ohio. 
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the  Ohio  Department  of  Development 
and  Ameritech,  the  Connect  Ohio  Web 
site  (www.connectohio.com)  provides  a 
powerful  new  tool  to  Ohio  organizations 
for  strategic  placement  on  the  Web.  The 
Connect  Ohio  program  is  working  to 
promote  public-private  partnerships, 
nurture  the  growth  of  electronic  com- 
merce in  Ohio,  spark  entrepreneurial 
enterprise  and  provide  easy  access  to 
state  government  and  its  agencies. 
Connect  Ohio  is  linking  a  growing  num- 
ber of  resources  in  the  state  with  busi- 
nesses that  can  benefit  from  them. 
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"It  is  this  invisible  substance  of  time 
that  I  have  tried  to  isolate."-  Marcel  Proust 


E  EXIST  WITHIN  A  MERE  TICK  of  nature's 

,  clock,  trapped  in  the  narrow 
interval  between  an  eye  blink  and 
the  rare  life  span  of  a  centenarian. 
But  beyond  our  reality,  there 
are  other  timescapes.  Out  in  the  universe, 
time  extends  backward  and  forward  to 
uncountable  billions  of  years  -and  within 


the  heart  of  an  atom  a  trillion  events 
occur  in  a  single  second. 

As  human  beings  we  have  always 
struggled  to  escape  our  prison  of  time 
through  our  inventions -from  language 
to  linear  accelerators,  history  to  the 
Hubble  telescope.  But  even  as  we  do, 
our  inventions  escape  us,  fleeing 


into  their  own  private  timescapes. 
Electronics,  that  blur  of  activity  on  a 
computer  motherboard  or  on  the  surface 
of  a  microprocessor,  leaves  us  far 
behind,  reaching  down  into  the  billionths 
of  seconds  and  out  into  life  spans  of 
thousands  of  years,  inhabiting  worlds 
of  time  we  can  never  know. 


nlmg   by    Robefl    Rauschenbci 2 


FORBES  ASAP      "|33 


.1 


£f 


I 


lid 


L^t 


« 


C/ 


i:>- 


o 


i^^y 


#   /* 


r< 


i  ? 


L;« 


**>! 


v^ 


V 


^  t 


♦   ' 


r    sJ 


©1998  NEC  USA,  Inc. 


"It's  an  unsettling  thought, 
but  if  every  other  technology  company  in  the 

world  mysteriously  disappeared, 
we  could  probably  get  by  on  NEC  alone." 

—  THE  RED  HERRING 


That's  because  NEC's  expertise  spans  the  computer,  communications,  imaging  and  semiconductor  technologies 
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computers  let  you  slip  your  office  into  your  briefcase.  Our  new,  flat  panel  monitors 
are  delivering  superior  image  quality  from  almost  any  angle.  And  our  virtual  micro- 
scopes are  creating  a  whole  new  way  to  study  the  motions  of  molecules.  Discover 
the  world  of  multimedia.  Because  it's  your  world.  And  NEC  can  help  you  run  it. 
WWW.nec.COm   1.800.338.9549 
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In  the  time  it  lakes 
Id  read  this  sentence, 
uncountable  events 
.ire  occurring  .it  the 


atomic  le\el.  lor  a 


moment  compare 
these  int1nitesim.il 
activities  to  the  greatest 
duration  of  all,  the 
existence  of  the  uni- 
verse. Between  the  two 
lies  all  known  lime. 

Our  own  conscious- 
ness lalK  somewhere 
in  the  middle  of  this 
timescape.We  van 
experience  the  passing 
ol  the  seasons,  the 


aging  of  our  parents, 
our  children  growing 
up,  and  perhaps  even 
gape  at  a  passing 
comet  overhead.  Hut 
the  brevity  of  our 
short  life  span  deprives 


directly  observe  events 


occur  on  a  cosmic 


scale.  While  we  can 
admire  the  beauty  of 
the  Appalachian 
Mountains, we  will  never 
have  the  ability  to 


watch  their  formation. 

Nonetheless, 
mankind  has  made 
a  valiant  effort  to 
chart  —  if  never  to 
fully  know — all 
the  events  of  our 


Unlike  any  other 
creature,  we  possess 
imagination,  the 


ability  to  vividly 
dream  of  this  im- 
mense spectrum, 
and  transcend  our 
brief  interval 
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So  let's  see  how  the  three  immensities  were  discovered 
and  ask  what  their  further  investigation  may  have  in  store 
for  us  as  the  new  millennium  dawns.  » 

The  immensity  of  time  was  the  first  to  reveal  itself. 
As  often  happens  in  science  —  which 
works  mostly  from  the  ground  up  and 
so  lacks  the  assurance  of  top-down 
proclamations  of  the  sort  favored  by 
priests  and  philosophers  —  the  discov- 

eryofthe.mmenskyofthepastcame  ^\^^  fo  3  g  ^QQf] 
in  through  the  back  door,  from  research 
that  wasn't  originally  intended  to  explore 
time  at  all.  This  work  started  in  geology, 
but  the  key  figure  was  the  naturalist 
Charles  Darwin. 

When  Darwin  realized  that  species 
originate  through  random  mutation 
combined  with  natural  selection,  it  soon 
became  clear  to  him  and  to  every  other  scientist  who  stud- 
ied the  matter  that  for  so  many  species  to  have  evolved  in 
such  proliferation  from  a  single  common  ancestor,  the  earth 
must  be  very  old — hundreds  of  millions  of  years  old,  at  least. 
This  was  startling.  The  great  physicists  of  the  19th  century — 


The  greatest 
attainment  of 


the  discovery  of 

time,  space,  and 

human  ignorance. 


Lord  Kelvin,  Hermann  von  Helmholtz,  Rudolf  Clausius,  and 
Ludwig  Boltzmann,  as  imposing  an  array  of  brainpower  ever 
brought  to  bear  on  a  single  issue  until  the  Manhattan  Proj- 
ect—  could  find  no  basis  for  estimating  the  age  of  the  sun 
and  the  earth  at  anything  like  the  aeons 
implied  by  Darwin's  theory.  The  prob- 
lem was  that  the  physicists  had  no 
knowledge  of  nuclear  fusion  and  radio- 
activity. Without  it,  they  were  at  a  loss 
to  explain  how  the  sun  could  keep  shin- 
ing or  the  core  of  the  earth  remain 
hot  for  more  than  a  few  million  years. 
Darwin  was  vexed  by  the  disparity,  and 
he  went  to  his  grave  without  seeing  it 
resolved.  "I  take  the  sun  much  to  heart," 
he  remarked. 

Still,  Darwin  remained  confident  that 
the  disparity  would  be  repaired,  and  he 
was  right.  Scientists  today  have  a  pretty  good  idea  of  how  the 
stars  shine  and  at  what  rate  various  radioactive  isotopes  decay. 
By  using  these  and  other  tools,  they  have  managed  to  gauge 
the  antiquity  of  terrestrial  life,  the  earth,  and  the  universe 
in  several  mutually  independent  ways  —  all  of  which  ►  142 
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Fr  n  D  I  C  ^  ^  converge  upon  an  essentially  con- 
L  l\  l\  I  0  vergent  estimation  of  where  we  stand  on 
the  vastly  expanded  stage  of  universal  history.  These  stud- 
ies indicate  that  the  universe  is  between  10  billion  and  20 
billion  years  old,  that  the  sun  and  the  earth  are  4.65  billion 
years  old,  and  that  life  on  earth  got  started  early — at  least 
3.5  billion  years  ago,  the  age  of  the  oldest  fos- 
sils yet  identified,  and  probably  much  sooner 
than  that. 

The  fossil  record  offers  no  evidence  to  sup- 
port the  popular  supposition  that  evolution 
worked  progressively,  building  "lower"  crea- 
tures into  "higher"  ones  like  us.  Instead,  it 
reveals  extremely  long  periods  of  stasis  punc- 
tuated by  sudden  bursts  of  creativity.  For  3 
billion  years,  terrestrial  life  remained  stabi- 
lized, primarily  in  the  form  of  madike  colonies 
of  bacteria  and  algae.  Then  the  Cambrian  explosion  came 
along,  and  most  of  the  body  types  found  on  the  planet  today 
suddenly  appeared. 

To  illustrate  this  odd  evolutionary  dynamic  for  an  upcom- 
ing PBS  documentary  titled  Life  Beyond  Earth  (scheduled 
to  air  in  1999),  I  spent  four  days  last  summer  driving  a 
lacing-prepped  Porsche  C4S  coupe  up  and  down  4.65  kilo- 
meters of  two-lane  blacktop  at  the  Bonneville  Salt  Flats.  Wed 
painted  the  road  with  big  yellow  numbers  to  designate  events 
in  the  long  history  of  life  on  earth,  at  a  scale  of  1  kilometer 


for  each  1  billion  years.  The  idea  was  to  help  viewers  gain  a 
better  sense  of  the  enormity  of  the  past. 

It  worked  unsettlingly  well.  Driving  this  "highway  through 
time,"  as  we  styled  it,  at  1 50  mph  —  the  equivalent  of  66  mil- 
lion years  per  second  —  it  took  just  over  one  minute  to  cover 
the  entire  time  from  the  formation  of  the  earth  to  the  pres- 
ent. Of  this,  only  13  seconds  were  required  to 
get  from  the  origin  of  the  earth  to  the  appear- 
ance of  the  earliest  known  fossils.  But  getting 
from  there  to  the  Cambrian  consumed  most 
of  the  rest  of  the  drive  time  —  fully  53 
seconds.  Only  thereafter  did  one  encounter 
virtually  everything  that  we  customarily 
regard  as  ancient.  The  dinosaurs,  for  instance, 
didn't  show  up  until  the  last  three  and  a  half 
V63fS    tO    rC3  0.      seconds  of  the  drive  — and  they  were  gone 


The  atlas 
of  the  Milky 
Way  would 
take  10,000 


two  seconds  later. 
Humanity  flashed  by  literally  too  quickly  to  be  noticed: 
The  entire  human  story,  from  the  origin  of  speech  and  the 
control  of  fire,  took  up  only  the  last  half  meter  of  highway 
and  all  recorded  history,  from  the  building  of  the  pyramids 
to  the  moon  landings,  was  confined  to  the  final  few  mil- 
limeters. I  found  the  experience  rather  frightening,  noi 
because  of  the  speed  of  the  car,  but  because  of  the  sheei 
immensity  of  the  past  and  the  galling  incidentality  of  oui 
status  in  it.  I  was  reminded  of  Marcus  Aurelius's  remark  tha 
to  "look  at  the  yawning  void  of  the  future,  and  at  that  ►  14*. 
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rrnniC   ^142  other  limidess  space,  the  past,"  is  to 
(    L  l\  l\  I  0   "deem  not  life  a  thing  of  consequence." 

Equally  daunting  is  the  immensity  of  space.  Doors  began 
opening  onto  this  long,  dark  corridor  early  in  the  20th  cen- 
tury, when  astronomers  determined  that  the  sun  is  but  one 
among  several  hundred  billion  stars  in  just  one  galaxy,  the 
Milky  Way.  The  Milky  Way  is  a  mighty  big  affair,  and  sci- 
entists who  restricted  their  attention  to  it  alone  would  be 
in  no  danger  of  running  out  of  subject  matter.  If,  for  instance, 
we  had  an  atlas  of  the  Milky  Way  that  devoted  but  a  sin- 
gle page  to  each  star  in  our  galaxy,  so  that 
the  sun  and  its  planets  took  up  just  one  page, 
merely  to  flip  through  that  atlas  at  a  rate  of      •    •  , 

one  page  per  second,  without  taking  so 
much  as  a  daily  coffee  break,  would  consume 
10,000  years. 

Yet  the  Milky  Way  is  but  one  galaxy 
among  many.  The  observable  universe 
(which  means  that  part  of  the  universe  from 
which  light  has  had  time  to  reach  us  in  the 
roughly  15  billion  years  since  the  big 
bang)  contains  something  like  100  billion 
galaxies.  Paging  through  an  atlas  of  all  their 
stars  would  exceed  the  capacity  of  an  assid- 
uous student  who'd  been  at  it  since  the 
universe  began. 

Nor  is  the  observable  universe  the  whole 
story.  If  the  inflationary  versions  of  the  big 
bang  theory  are  correct,  the  totality  of  the 
cosmos  is  a  great  deal  larger  than  what  we 
can  so  far  observe.  In  these  models,  were  the 
universe  to  be  mapped  on  the  entire  surface 
of  the  earth,  the  observable  part  of  it  might 
amount  to  about  the  area  covered  by  one  sil- 
ver dollar.  Moreover,  these  same  theories 
imply  in  some  of  their  versions  that  there 
may  be  many  other  universes,  perhaps  an 
infinite  number  of  them... 

Which  leads  us  to  the  third  immensity 
revealed  by  science  —that  of  human  igno- 
rance. Einstein  once  remarked  to  Pablo  Casals,  "You  know, 
when  once  it's  been  given  to  a  man  to  do  something  sensi- 
ble, afterward  life  is  a  little  strange."  Much  the  same  might 
be  said  of  the  human  species:  Having  at  last  learned  a  few 
facts  about  the  universe,  we  find  that  our  vaunted  intellec- 
tual history  looks  a  little  strange.  Western  thinkers  (with 
a  few  notable  exceptions,  among  them  Socrates  and  Dio- 
genes) have  long  been  in  the  habit  of  writing  as  if  they  knew 
everything.  Now,  with  the  benefit  of  hindsight,  we  can  appre- 
ciate that  we've  been  blind  to  just  how  much  nobody  knew. 
So  science  speaks  more  modesdy.  We  hear  its  voice  in  the 
words  of  the  philosopher  of  science  Karl  Popper:  "The  more 
we  learn  about  the  world,  and  the  deeper  our  learning,  the 
more  conscious,  specific,  and  articulate  will  be  our  knowl- 
edge of  what  we  do  not  know,  our  knowledge  of  our  igno- 
rance." And  in  the  words  of  the  physicist  John  Archibald 
Wheeler:  "We  live  on  an  island  of  knowledge  surrounded  by 


a  sea  of  ignorance.  As  our  island  of  knowledge  grows,  so  does 
the  shore  of  our  ignorance."  And  the  physician  Lewis  Thomas: 
"The  greatest  of  all  the  accomplishments  of  20th-century  sci-  - 
ence  has  been  the  discovery  of  human  ignorance."  We  don't 
have  to  go  so  far  as  the  physicist  Niels  Bohr  did  when  he 
declared,  "All  that  philosophers  have  ever  written  is  pure  driv- 
el," to  accept  that  our  little  island  of  the  known  sits  amid  an 
ocean  of  the  knowable  so  vast  that  none  will  ever  command  it. 
Small  wonder  that  we  feel  small.  But  that  does  not  nec- 
essarily mean  that  we're  insignificant.  Although  science  is 
a  creative  activity,  and  as  such  inherently 
unpredictable,  it  may  be  possible  to  read,  in 
■  '.  "•  ■ , '       a  few  clues  to  the  future  of  science,  indica- 
tions that  humanity  is  in  some  sense  central 
to  nature  after  all. 

One  such  clue  resides  in  the  bald  fact  that 
science  itself  is  possible.  We  may  be  the  puny 
inhabitants  of  an  ordinary  planet  in  the 
suburbs  of  an  average  galaxy,  subject  to  the 
deprecations  of  those  science  popularizers 
who  liken  us  to  scum  and  rust.  But  for  some 
reason  we're  able  to  understand,  or  at  least 
to  predict,  how  nature  works.  We  can  fuse 
atoms,  cure  disease,  land  a  spacecraft  on 
Mars.  Nobody  knows  why  this  should  be  so. 
It's  not  enough  to  say,  as  some  of  the  more 
housebroken  mystics  do,  that  we  can  com- 
prehend nature  because  we're  part  of  it. 
Crows  and  carp  are  part  of  nature,  too,  but 
they  can't  do  science.  There  seems  to  be 
some  sort  of  intellectual  critical  mass  that, 
once  attained,  enables  a  species  to  master 
symbolic  language  and  do  science.  We  have 
it,  and  its  possession  certainly  does  not 
oblige  us  to  think  poorly  of  ourselves. 

Another  clue  lies  in  the  fact  that  life 
got  started  so  early  in  earth's  history.  This 
suggests  that  life  may  be  commonplace,  an 
ordinary  part  of  the  vast  workings  of  nature. 
If  so,  to  be  alive  is  not  to  be  estranged. 
The  origin  of  intelligence,  however,  came  much  later,  in 
the  wake  of  the  mass  extinction  of  the  dinosaurs.  The  moral 
of  that  is  harder  to  read.  On  one  hand,  our  evolution  may 
have  sprung  from  a  set  of  accidents,  and  if  history  had  been 
a  bit  different,  there  wouldn't  be  any  intelligent  creatures 
on  earth  to  this  day.  On  the  other  hand,  we  know  of  only 
one  life-bearing  planet,  and  it  has  an  intelligent  species. 
So,  based  on  that  statistical  sample,  we'd  expect  there  to  be 
a  lot  of  intelligence  in  the  universe.  Some  researchers  work- 
ing in  complexity  science  think  that  intelligence  is  an 
"emergent  property,"  meaning  one  that  may  be  expected  to 
appear  naturally  in  almost  any  complex  biological  system. 
If  so,  then  thinking  is  not  something  odd  and  marginal 
but  a  mainstream  cosmic  activity,  and  we  needn't  feel  so 
out  of  it. 

An  interesting  twist  on  such  considerations  is  provided 
by  the  new  cosmological  models  that  postulate  the  >  178 
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A  Certain  Approximation 

BY     STEVEN     WEINBERG 


i  was  Galileo  who  first  brought  time  into  science  400 

years  ago.  Aristotle  had  been  happy  enough  to  describe 

what  everyone  had  always  seen,  that 

earth  and  water  tend  to  fall  while  air 

and  fire  tend  to  rise. ..without  trying 

to  say  how  fast  they  rose  or  fell.  The 
more  practical  physicists  working  in  the 
military-industrial  complex  in  Hellenis- 
tic Alexandria  had  been  interested  only 
in  the  shapes  of  the  trajectories  of  stones 
and  arrows,  not  in  their  time  of  flight.  Galileo  for  the  first 
time  took  on  the  task  of  predicting  just  where  a  falling  body 
would  be  at  every  moment. 


Box   Construction   by  Joseph   Cornel 


In  modern 
physics,  time 
becoming 
unimportant. 


is 


In  the  centuries  that  followed  Galileo's  pioneering  work, 

the  instruments  used  to  measure  time  became  much  more 

precise  than  Galileo's  primitive  water 

clock.  Gradually  the  idea  spread  that  it 

should  be  possible  to  calculate  what 

would  happen  to  any  sort  of  system  at 

every  moment  in  time.  Time  itself  was 

thought  to  be  outside  our  control,  a 

relentless  and  objective  flow  unaffected 

by  anything  that  happened  in  it. 

All  this  has  now  been  changed  by  the  work  of  physicists 

in  this  century.  Einstein  showed  in  1905  that  the  constancy 

of  the  speed  of  light  could  be  understood  only  if  ►  178 
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Star  Warps 

BY  pau  l     ' 

DAV I E  S 


I  ore  than  a  century  has  passed  since  H.  G.  Wells 
wrote  The  Time  Machine,  but  the  theme  of  time 
travel  is  as  popular  as  ever,  with  movies  like  Back 
to  the  Future  and  Terminator  providing  a  con- 
temporary twist.  Clearly  the  idea  of  traveling 
through  time  has  an  enduring  appeal.  But  can  it 
really  be  done? 
Just  10  years  after  Wells  published  his  book,  Albert  Ein- 
stein unveiled  the  weird  notion  of  flexi-time.  Drawing  upon 
his  celebrated  special  theory  of  relativity,  Einstein  hypothe- 
sized that  time  cannot  be  fixed 


speed,  leaving  her  twin  sister,  Betty,  at  home.  When  Alice 
returns  10  earth  years  later,  she  doesn't  look  much  older.  In 
fact,  she  isn't  much  older.  In  her  frame  of  reference,  only  1 
year  has  elapsed  to  Betty's  10.  The  twins  are  no  longer  the 
same  age,  for  Alice  has  traveled  9  years  into  Betty's  future. 

Though  traveling  forward  in  time  is  a  reality,  going 
backward  into  the  past  is  another  matter  entirely.  Speed 
alone  can't  do  it,  but  some  physicists  suspect  that  gravity 
might.  Currently  fashionable  as  a  potential  time  machine 
is  the  so-called  wormhole,  made  famous  in  the  Hollywood 
movie  Contact. 


and  universal  but  must  vary  blflCC    H.   U.   W6IIS,   1116  Wormholes,  if  they  exist, 

W  It  took  decades  before  this  1 1  ITl  C    fTI  8  C  H  I  fl  C    ll9S    C3ptUre(J    OUT  whereas  the  latter  merely  offer 

idea  could  be  properly  tested,  j  m  3  2  J  0  3 1 J  0  fl ,    but   JS    SUCh    3    deVJCC  aone-wayjourney  to  nowhere, 

but  today  scientists  agree  that  ",,wb,"*»*,w     >    v  u             >  a  wormhole  is  like  a  tunnel  or 

time  is  indeed  flexible.  A  clock  f  j  C  t  J  0  fl    Of   C  0  U  I  (J    \{   b6    f  3  C  t  ?  tube  connecting  two  distant 

flown  in  an  airliner,  for  exam-  points  in  space  in  such  a  way 

pie,  runs  slightly  slower  than  a  duplicate  left  on  the  ground,      as  to  provide  a  shortcut.  In  Contact,  the  actress  Jodie  Fos- 


The  effect  is  tiny— a  few  billionths  of  a  second  over  several 
hours  — but  readily  measurable  with  modern  technology. 
Thus,  compared  with  sedentary  folk,  airline  passengers  travel 
a  split  second  ahead  into  the  future. 

To  demonstrate  a  large  time  warp  requires  speeds 
approaching  that  of  light  —  a  dizzying  186,000  miles  per  sec- 
ond. This  is  well  beyond  the  capability  of  any  known  propul- 
sion system.  However,  subatomic  particles  can  move  very 
close  to  light  speed.  When  they  do,  their  distinctive  inter- 
nal heartbeats  become  drastically  slowed. 

Speed  isn't  the  only  way  to  stretch  time;  gravity  will  do 
it  too.  Clocks  aboard  spacecrafts  have  proved  that  time  runs 
slightly  faster  in  space  than  it  does  on  the  earth's  surface.  The 
satellite-based  global  positioning  system  must  factor  this 
gravitational  time  warp  into  its  computations,  or  planes  and 
boats  could  travel  miles  off  course.  Astronomers  have  found 
objects  in  the  galaxy  whose  gravitational  field  is  so  intense 
they  seriously  distort  time,  slowing  it  down.  On  the  surface 
of  a  neutron  star,  for  example,  a  clock  ticks  at  about  80%  of 
the  rate  it  does  on  earth.  Near  the  surface  of  a  black  hole, 
time  literally  stands  still. 

One  consequence  of  this  temporal  elasticity  is  the  "twins 
effect."  Astronaut  Alice  zooms  off  to  a  nearby  star  at  high 


ter  enters  a  wormhole  in  Japan  and  exits  near  the  center  of 
the  galaxy  moments  later. 

The  movie  was  based  on  a  novel  by  the  late  Carl  Sagan, 
who  took  the  trouble  to  check  out  the  science  with  theoret- 
ical physicist  Kip  Thorne  and  his  colleagues  at  Caltech.  After 
some  tortuous  mathematics,  several  physicists  concluded  that 
a  wormhole  could  in  principle  be  constructed  without  vio- 
lating any  known  physical  laws.  Intriguingly,  the  researchers 
discovered  that  a  wormhole  would  not  only  offer  near  instan- 
taneous transportation  across  space,  it  could  also  serve  as  a 
time  machine. 

To  go  into  the  past,  you  would  first  travel  through  the 
wormhole,  then  zoom  back  home  through  ordinary  space, 
thus  completing  a  closed  loop.  According  to  the  bizarre 
rules  of  relativity,  this  trip  would  form  a  loop  in  time  as 
well  as  in  space,  meaning  that  you  would  return  home 
before  you  left! 

If  travel  into  the  past  is  possible,  it  creates  some  disturb- 
ing paradoxes  long  known  to  philosophers:  Suppose  Bob 
goes  back  50  years  and  kills  his  mother  as  a  child.  If  his 
mother  is  dead,  Bob  is  never  born,  so  how  can  he  become 
a  time  traveler?  But  if  Bob  never  exists,  his  mother  will  live 
after  all.  The  result:  contradictory  nonsense.  ►  179 
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WE  PUT  PEOPLE  FIRST 

Technology  today  doesn't  stand  still.  Neither 
do  we.  At  LG  Electronics,  we're  always  working  to 
deliver  better  products  and  higher  performance.  Products  like  our  revolutionary  new 
Flatron™  monitor.  With  its  geometrically  flat  screen,  it  eliminates  distortion  and  reduces  glare  i 
to  25%  over  conventional  flat  square  screens.  Or  our  high-speed,  high-capacity  CD-ROM  and 
DVD-ROM  drives.  Or  our  more  powerful,  more  portable  Phenom  Handheld  PCs.  At  LG  Electroi 
we  have  people  all  around  the  world  making  technology  more  efficient  and  more  affordable  tha 
ever  before.  See  how  LG  is  making  it  work  for  you.  Call  1-800-243-0000  or  visit  www.lgeus.cor 

©  1998  LG  Electronics  US  A  .  Inc  All  trademarks  and/or  registered  Ira  properly  of  their  respective  owners. 
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Earth's  Steward 

BY    GREGORY    BENFORD 


IN  a  half  century  our  mastery  has  extended  from  the  thin 
skin  of  earth's  atmosphere  to  the  rim  of  the  solar  system. 
Far  less  obvious  is  our  growing  reach  through  time. 
Looking  backward  is  a  major  intellectual  industry. 
Archaeology's  ever-sharpening  tools  can  now  peek  at  the 
earliest  towns,  into  the  burial  pits  of  the  Neolithic,  and 
beyond  to  the  simplest  australopithecine  tools.  Biology  has 
read  fragments  of  DNA  from  a  fossilized  magnolia  leaf.  Evo- 
lutionary theory  speaks  almost  offhandedly,  epochs  piled 
upon  epochs,  until  the  fates  of  mere  species  are  as  dust  in 
the  wind. 

We  are  less  aware  of  our  reach  into  the  future.  The 
Voyager  probes  ried  gold-coated  copper  records  about 
our  culture,  possibly  to  be  read  billions  of  years  from  now. 
Deep  within  us  lies  a  need  for  some  visible  continuity 
of  the  human  enterprise  to  offset  our  own  mortality.  The 
pharaohs  were  champions  at  reaching  dowfi  to  their  pos- 
terity, a  legacy  covering,  at  last  count,  about  6,000  years.  A 
yearning  for  connection  also  explains  ancestor  worship;  the 
worshiper  enters  into  a  sense  of  progression,  expecting  to  be 

aintings    by   Anselm    Kiefer 


included  eventually  in  their  company.  This  longing  for  per- 
petuity has  stimulated  mankind  to  erect  vast  edifices  and 
bury  considerable  treasures  —  all  to  extend  across  time  some 
lasting  shadow  of  the  passing  present. 

We  can  use  this  innate  hunger  for  time  in  managing  our 
current  crises.  Consider  the  coming  catastrophic  loss  of  bio- 
diversity, especially  in  the  tropics.  In  the  broad  sweep  of 
millennia,  our  era  is  unique.  The  press  of  human  numbers, 
plus  our  wasteful  predation,  now  threatens  to  doom  a  sizable 
fraction  of  all  the  world's  species  within  the  next  century. 

In  1992  I  proposed  that  biologists  create  a  systematic  sam- 
ple of  the  earth's  threatened  natural  habitats,  freezing  them 
in  liquid  nitrogen  to  permit  long-term  storage.  This  "library 
of  life"  would  resemble  an  emergency  salvage  operation, 
rather  than  a  careful  inventory,  because  we  would  pay  min- 
imal attention  to  studying  the  sample  before  freezing  it.  The 
essential  aim  is  to  save  what  we  can,  relying  on  better  bio- 
logical technology  of  the  future  to  extract  benefits  from  the 
specimens.  Extinct  species  might  then  be  reanimated.  In 
any  case,  we  would  pass  on  a  vast  store  of  genetic  ►  152 
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Br  K I  r  f\  n  r\  "*  151  information.  Saving  whole 
L  I  l  r  V  l\L/  organisms  intact  could  convey  far 
more  than  the  random  deposits  of  time  capsules. 

If  this  seems  radical,  consider  that  we  have  already 
inadvertently  sent  down  through  history  another  sort  of 
crucial  deep-time  message:  the  world  itself,  as  we  have 
made  it.  Our  planet  is  itself  a  mixed  message  from  antiquity, 
shaping  our  unconscious  assumptions. 

Humans  have  been  stewards  of  the  planet  for  quite  some 
time — and  rather  poor  ones.  What  we  now  regard  as  a  pris- 
tine landscape  was  actually  fashioned  by  100,000  years  of  our 
forebears'  interven- 
tion. Our  present 
view  of  the  natural 
world  is  a  fiction. 
Western  society  did 
not  inherit  a  wild, 
untamed  world, 
either  in  Europe  or 
in  North  America. 
Paleolithic  commu- 
nities around  the 
world  set  fires  to 
shape  their  land  — 
starting   at   least 

60,000  years  ago  in  -^&T- 

Africa.  For  millen- 
nia tribes  have  heavily  managed  the  Serengeti  Plain,  burn- 
ing grass  to  provoke  new  growth,  and  pruning  herds.  Slash- 
and-burn  farming  already  thrived  in  Costa  Rica  and  Panama 
6,000  years  ago,  in  lands  thought  until  recently  never  to  have 
been  spoiled. 

This  realization  can  affect  our  response  to  another  gath- 
ering problem:  global  climatic  change  driven  by  human 
industrialization.  A  little-noticed  1992  National  Academy 
of  Sciences  panel  report  asked  several  radical  questions: 
Could  we  intervene  to  offset  possible  future  global  warming? 
Can  we  accept  that  greenhouse  gases  will  inevitably  rise,  and 
find  ways  to  compensate? 

One  answer  would  be  to  decide  not  to  ban  fossil  fuels  out- 
right since  that  would  condemn  most  of  the  world's  people 
to  a  slower  climb  out  of  their  poverty.  The  question  instead 
should  be  how  best  to  design  our  global  experiment  to  max- 
imize benefits  and  minimize  costs.  Such  a  geoengineering 
approach  would  depend  on  our  accepting  that  we  have  been 
managers  of  the  landscape  throughout  history.  The  princi- 
ple of  becoming  the  earth's  steward  is  not  new. 

Some  geoengineering  systems  appear  to  be  deployable 
now  and  at  reasonable  cost.  For  example,  the  simplest  way 
to  remove  carbon  dioxide  from  the  air  is  to  grow  plants  — 
preferably  trees,  since  they  convert  carbon  into  cellulose,  and 
this  photosynthetic  process  keeps  the  carbon  from  return- 
ing to  the  air  for  a  season  or  two.  Soaking  up  the  world's 
present  carbon  dioxide  increase  would  take  an  Australia-sized 
land  area,  i.e.,  a  continent.  Forestation  would  be  the  oppo- 
site of  our  ancient  burning  strategies  — a  technique  that  was 
appropriate  in  its  time,  and  time-honored. 


And  there  are  other  ways  to  sequester  carbon  dioxide.  We 
could  foster  the  growth  of  plankton,  which  could  consume 
a  high  percentage  of  the  CO2  we  emit  each  year,  by  adding 
iron  to  the  ocean  regions  that  lack  this  ingredient  vital  to  the 
organisms'  proliferation.  This  method,  only  now  being  stud- 
ied, also  stimulates  the  food  chain,  giving  greater  fish  yields, 
which  could  pay  for  the  cost  of  spreading  the  iron. 

As  stewards,  we -can  also  geoengineer  our  planet's  appear- 
ance. What  environmental  solution  could  be  more  intuitive 
or  appealing  than  simply  reflecting  more  sunlight  back 
into  space  before  it  can  be  emitted  as  heat  radiation 

and  then  absorbed 
by  carbon  dioxide? 
Adding  sand  and 
glass  to  blacktop 
roads  can  cool 
cities,  as  would 
using  light-colored 
roofing.  Producing 
clouds  can  cool 
large  regions.  Many 
of  the  small  mea- 
sures we  can  take 
would  be  simple 
but  effective. 

A  decision  to 
face  our  historical 
role  as  stewards,  and  intervene  consciously  and  globally, 
would  be  a  watershed  in  human  history.  Once  taken  up,  such 
a  monumental  task  cannot  be  relinquished.  As  long  as  we 
exert  so  powerful  a  custodial  presence,  we  shall  have  to  be 
mindful  of  it.  By  electing  to  guide  the  planet  so  that  it  may 
support  most  of  us  in  highly  technological  cultures,  we  will 
have  to  exert  wisdom  and  cleverness  across  centuries. 

Nature  in  her  largeness  and  largesse  responds  with  pon- 
derous grace  on  the  scale  of  millennia  or  more,  while  our 
frenetic  energies  expend  themselves  within  a  decade  or  two, 
the  customary  scale  for  even  our  most  far-reaching  projects. 
This  mismatch  between  human  and  global  timescales  implies 
that  we  must  cultivate  a  farsighted  judgment  typically 
unknown  in  our  societies,  ancient  or  modern. 

Today,  when  hatred  and  technology  can  combine  to  cause 
the  slaughter  of  millions  in  months,  or  even  minutes,  such 
terrors  deprive  life  of  that  scarce  quality:  meaning.  Conscious 
stewardship  redeems  this  lack  of  meaning,  rendering  the 
human  prospect  again  large  and  full  of  import.  We  gain 
stature  with  the  ambition  of  our  works. 

Becoming  aware  of  how  we  leave  our  mark  on  the  world 
will  demand  a  cultural  evolution  that  will  be  profound  and, 
to  many,  unsettling.  Yet  doing  so  will  explicitly  connect  us 
with  distant  eras,  which  unknowingly  bequeathed  us  an 
altered  landscape.  Changing  our  planet  has  been  a  tradi- 
tion since  the  Pleistocene.  Changing  it  for  the  better  would 
be  our  era's  lasting  testimonial.  ■ 


Btnford  is  a  professor  of  physics  at  the  University  of 
California  at  Irvine.  He  is  the  author  o/Timescape  and  most  recently 
Deep  Tine. 
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Imagine  finding  a  company  like  KeySpan  Energy  right  in  your  own 
backyard.  Our  Brooklyn  Union  subsidiary  is  the  {  second  largest  gas 
distribution  company  in  the  nation  )  with  $2.8  billion  in  expected  rev- 
enues. Through  a  recent  merger,  Brooklyn  Union  has  grown  to  serve 
an  area  of  7  million  people  from  Staten  Island  to  Montauk  Point.  Or 
about  1,400  square  miles  and  a  heck  of  a  cab  fare. 


ENERGY 

www.keyspanenergy.com 
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BY    HARRIET 
RITVO 


UNTIL  THE  present,  even  taking  into  account 
age  variations  among  individuals  and 
social  groups  at  sexual  maturity  and 
marriage,  human  generations  have  been 
more  uniform  than  human  lifetimes  — 
about  four  per  century.  And  still  more 
than  a  lifetime,  a  generation  defines  the  relations 
that  organize  a  society  and  hold  it  together: 
who  belongs  with  whom,  who  is  responsible 
for  whom,  and  how  those  responsibilities 
are  discharged. 

All  these  definitions  have  been  seriously  chal- 
lenged by  modern  reproductive  technology.  One 
side  effect  of  reliable  birth  control  has  been 
an  expansion  of  the  chronological  gap  between 
generations,  as  some  women  have  chosen  a  life 
pattern  previously  available  only  to  men  and 
put  off  childbearing  until  they  have  established 
themselves  professionally.  Such  choices,  combined 
with  advances  in  infertility  therapy  that  similarly 
tend  to  slow  down  the  biological  clock,  make  it 
difficult  to  distinguish  new  parents  from  new 
grandparents  in  many  cases.  Most  people  can  take 
this  kind  of  confusion  in  stride.  But  the  scandal 
often  provoked  by  extreme  applications  of  ►  1 76 


154     FORBES  ASAP      November    30.   1998         Photograph  by  Tina   Barnc 


GREAT  PERFORMANCES 


BEETHOVEN 





f 


I 


COMPOSING  SYMPHONIES 

OPTIMIZING  SUPPLY  CHAINS 


E 


GRERT  PERFORMRNCES  DON'T  JOST  HAPPEN 

It  takes  genius  to  create  a  masterpiece  in  music 
-and  in  business. 

Orchestrating  all  the  players  across  the  supply  chain  with  strategic 
tactical  and  operational  software,  SynQuest  is  optimizing  supply 
chain  performance.  Which  translates  into  lower  costs  and  greater 
profitability  for  our  customers. 

What  do  we  consider  a  great  performance? 

Delivering  office  furniture  products  in  two  days  while  the 
competition  takes  five  weeks.  Slashing  $72  million  out  of  a 
European  consumer  goods  supply  chain.  Driving  market  share 
up  for  a  sporting  goods  manufacturer  from  50  to  62  percent 
without  additional  capital  investment. 

At  SynQuest,  we  optimize  performance  for  our  customers 
around  the  world. 

TOGETHER.  ME  CRN  MARE 

THE  NEXT  GRERT  PERFORMANCE  YOURS. 

Call  us  for  your  free  copy  of  Performance  Optimized, 

a  guide  to  the  Financial  Optimization  of  complex  supply  chains. 

800.844.3228  (Europe  +31.0.183.610.610) 
www.synquest.com 
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Scale  Models 


BY    STEPHEN   JAY    GOULD 


|xactly  100  years  ago,  Alfred  Russel  Wallace  summed 
up  the  19th  century  in  a  single  thesis:  More  techno- 
logical progress  had  occurred  in  the  past  100  years, 
he  wrote,  than  in  all  the  past  history  of  humanity.  But, 
he  added,  our  moral  failings  had  translated  this  progress 
into  more  danger  than  benefit. 
This  basic  vision  of  exponential  growth  for  social  and 
technological  transformation,  matched  by  stagnation  in 

painting   by    Alexis    Rockman 


our  mental  and  moral  equipment,  has  continued  unabated 
into  these  times  of  Hiroshima,  the  Internet,  Dolly  the  sheep, 
and  Mark  McGwires  marriage  of  genetic  gifts  with  scientific 
training.  The  consequent  idea  that  time  continues  to  accel- 
erate in  a  maddening  manner — making  yesterday's  products 
obsolete  before  we  can  reap  the  benefits  of  their  use  — 
becomes  compelling  as  a  defining  metaphor  for  the  incep- 
tion of  the  new  millennium.  ►  176 
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TAKE  HOLD  OF  THE  FASTEST  GROWING  MARKETS  WITH  Tl  DSPs. 


Digital  Signal  Processing  Solutions  from  Texas  Instruments  are 
providing  the  competitive  edge  in  the  battle  between  innovation  and 
obsolescence.  From  cellular  phones  to  digital  cameras,  from  smart 
appliances  to  next-generation  visinning  systems,  consumers  of  | 
electronics  touch  a  TI  DSP  every  ten  minutes. 

As  the  world  leader  in  DSP  Solutions,  TI  has  a  proven  track  record 

,ng  the  industry's  largest  portfolio  of  programmable  DSPs  and 

the  best -in-class  product  development  and  support  environments. 

Our  three  DSP  platforms  with  software-compatible  road  maps, 

t   third-party   products   and   industry-leading 
analog  portfolio  make  it  easier  for  you  to  create  TI  DSP 

mis.  Systems  you  can  bring  to  market  faster  and  upgrade 
with  future  feature  enhancements  for  longer  life  cycles. 

TI  is  constantly  evolving  our  DSP  technologies.  We  spend  more  on 
DSP  research  and  development  than  some  manufacturers  realize  in  total 
revenues  from  then-  DSP  products.  Plus  our  commitment  to  leading- 
edge  process  technology  and  ultrasmall  packaging  allows  you  to 
differentiate  your  products  and  li  it  l  ire-proof  your  designs. 

More  than  40,000  DSP  customers  have  entrusted  us  with  their  digital 
futures.  Let  TI  help  you  take  hold  of  the  future  of  digital,  today. 
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At  2.000  MIPS,  the  TMS320C6000  is  the 
highest  performance  DSP  in  the  industry, 
and  thanks  to  the  world's  most  efficient 
DSP  C  compiler,  it's  also  easy  to  program.  This 
powerful  combination  makes  the  'C6000  the 
ultimate  DSP  engine  for  today's  demanding 
multichannel/multifunction  applications. 


Couple  the  lowest  power  consumption 
with  the  best-in-class  performance,  and 
it's  easy  to  see  how  hundreds  of  millions 
of  TMS320C5000  DSPs  are  driving  today's 
portable  products. 


Priced  as  low  as  $2  00  by  the  year  2000, 
TMS320C2000  DSPs  can  help  reduce 
system  costs  and  improve  performance 
and  reliability  in  a  variety  of  motion  and 
motor  control  applications. 
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Gravity  Is 

BY    FREEMAN 
J.    DYSON 
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In  the  19th  century,  natural  historians  of  the  earth  were 
divided  into  catastrophists  and  uniformitarians.  Catas- 
trophists  believed  time  molds  the  earth  by  means  of  sudden 
catastrophes,  most  famously  Noah's  flood.  Uniformitarians 
believed  time  works  slowly,  molding  the  earth  by  the  same 
processes  we  observe  at  work  today. 

We  now  know  that  both  sides  in  the  debate  were  right. 

Time  loves  to  sit  quietly  for  millions  of  years  and  then 
to  pounce  suddenly  in  a  single  hour  of  fury.  Nothing  is 
permanent,  but  the  illusion  of  permanence  can  last  for  a 
long  time.  We  see  in  the  Channeled  Scabland  of  Washing- 
ton Suite  the  traces  of  a  flood  more  violent  than  Noah's, 
when  a  huge  lake  formed  by  the  melting  North  American 
ice  cap  broke  through  an  ice  dam  and  destroyed  everything 
in  its  path  as  it  roared  down  to  the  Pacific.  And  we  see,  a 
few  hundred  miles  to  the  north,  the  Burgess  Shale,  where 
delicate  fossils  of  our  ancient  ancestors  have  been  mar- 
velously  preserved  in  rocks  that  have  been  largely 
unchanged  for  500  million  years. 

Photograph    by   Lois   Conn< 
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When  we  move  from  the  earth  to  the  heavens,  the  con- 
trast between  the  quiet  and  the  stormy  faces  of  time  becomes 
even  starker.  In  our  quiet  little  corner  of  the  universe,  the  sun 
and  moon  and  planets  serenely  ride  in  their  orbits,  the  stars 
shine  steadily  for  billions  of  years.  Elsewhere,  in  places  remote 
from  us  in  space  and  time,  sudden  cataclysms  fill  the  sky  with 
violence  as  heavenly  bodies  are  born  or  die.  The  birth  of  our 
moon  was  such  a  cataclysm,  more  than  4  billion  years  ago, 
when  the  earth  was  young.  Another  planet,  smaller  than  the 
earth  but  larger  than  the  moon,  collided  obliquely  with  the 
earth.  In  a  few  minutes  the  incoming  planet  was  disrupted, 
half  of  it  plunged  into  the  earth,  the  other  half  formed  a  ring 
of  orbiting  debris  that  condensed  to  make  our  moon.  What- 
ever structures  existed  on  the  earth  before  the  collision  were 
totally  obliterated.  The  heat  of  impact  made  the  earth  shine 
white-hot  with  an  atmosphere  of  vaporized  rock.  Afterward 
the  earth  cooled  down  and  became  the  planet  we  now  know. 

No  object  of  comparable  size  has  collided  with  the  earth 
in  more  recent  times.  Later  impacts  were  smaller  and  did 


only  superficial  damage.  But  we  see,  across  the  universe, 
cataclysms  vastly  more  violent  than  the  collisions  of  plan- 
ets—  supernova  explosions  in  which  the  core  of  a  massive 
star  collapses  in  a  fraction  of  a  second  and  the  envelope  of 
the  star  is  ejected  trillions  of  miles  into  space.  We  know 
that  such  an  explosion  must  have  occurred  in  our  neighbor- 
hood shortly  before  the  earth  and  the  sun  were  born  to  pro- 
duce the  mixture  of  heavy  atoms  that  we  see  on  earth  today. 
And  we  see  other  cataclysms  even  more  abrupt  and  energetic 
than  supernova  explosions.  We  call  these  events  gamma- 
ray  bursts,  but  nobody  knows  how  or  why  they  happen. 

The  universe  is  full  of  cataclysms.  Luckily  for  us,  they  are 
separated  by  immense  distances  and  by  aeons  of  time.  Dur- 
ing the  intervals  between  cataclysms,  time  shows  her  quiet 
face  and  life  can  survive  and  prosper.  The  existence  of  life 
depends  crucially  on  the  fact  that  time  has  these  two  faces, 
the  quiet  and  the  violent,  cleanly  separated  from  each  other. 
The  violent  face  created  us.  The  quiet  face  sustains  us  and 
allows  us  to  evolve.  It  is  important  to  understand  the  ►  180 
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Recently,  Lexmark  International,  a  leading 
provider  of  printing  solutions,  made  a  decision 
that  made  everyone  a  lot  happier — employees, 
suppliers  and,  most  important,  customers.  They 
decided  to  integrate  every  stage  of  their  supply 
chain.  The  goal?  To  assure  customers  consistent, 
on-time  product  delivery. 

The  solution?  Customer  focused  processes 
and  enterprise  software  from  J.D.  Edwards.  Says 
Dr.  Paul  J.  Curlander,  President  and  Chief  Executive 


Officer,  "Keeping  promises  and  delivering  the 
best  solutions  is  what  Lexmark  is  about. 
J.D.  Edwards  is  about  the  same  thing.  Every 
contact  we  had  with  them — from  sales  to 
implementation  to  software  support — was  with 
people  who  were  committed  to  making  the 
Lexmark  story  a  success." 

And  that  it  is.  The  J.D.  Edwards  solution  is 
key  to  helping  Lexmark  make  major  improvements 
in  customer  responsiveness  and  paving  the  way 

JDEdwards 

Enterprise    Software 

How  it  ought  to  be  - 


for  long-term  customer  relationships. 

And  things  keep  looking  better  for  Lexmark  a: 
its  customers.  Customer  deliveries  have  improv 
three  fold  while  cycle  times  have  been  reduc 
by  over  70%.  As  Dr.  Curlander  says,  "Becau 
J.D.  Edwards  is  a  company  that  keeps  its  promi' 
to  customers,  we're  better  able  to  keep  ours." 

That's  how  enterprise  software  ought  to  1 
It  can  be  for  you,  too.  To  find  out  more,  c 
l-800-727-5333OTviatwwwjdedwardscom/custom 
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Gray  Matter 

BY    BRUCE    D.   P  E  R  RY 


IE  ARE  time-bound  creatures.  We  have  a  begin- 
ning and  an  end.  Within  these  boundaries,  time 
passes  at  a  constant  rate  —  the  hour  of  our  birth  is 
as  long  as  the  hour  of  our  death.  Yet  while  time  is 
constant,  we  are  not.  Hours  in  infancy  have  more 
power  to  shape  us  than  months  in  middle  age.  The 
relative  impact  of  time  —  time  lost  or  time  invested  —  is  great- 
est early  in  life.  Indeed,  humanity  is  created  in  childhood. 

This  is  so  because  of  biological  relativity,  which  posits  that 
the  power  of  experience  increases  in  a  rapidly  changing  sys- 
tem. By  the  time  a  child  reaches  age  3, 
the  brain  is  near  90%  of  its  adult  size,  and 
the  emotional,  behavioral,  cognitive,  and 
social  foundation  for  the  rest  of  the 
child's  life  is  in  place.  During  early  child- 
hood the  organizing  neural  networks  that 
are  developing  require  touch,  sight, 
sound,  to  evolve  normally.  If  experiences 
of  sufficient  duration  or  quality  are 
absent,  the  individual  will  lose  some  of 
his  or  her  genetic  potential.  An  infant 
born  in  a  hunter-gatherer  clan  20,000 
years  ago  had  the  genetic  potential  to 
read  and  write,  to  play  piano,  use  a  joy- 
stick, and  understand  the  double  helix 
of  DNA  —  but  not  the  opportunity.  Instead,  he  learned  to 
distinguish  between  two-  and  five-day-old  antelope  tracks, 
to  throw  a  stick  with  incredible  precision,  and  to  read  the 
visual-spatial  cues  of  terrain. 

Even  a  prodigy  like  Mozart  could  not  have  composed 
had  he  never  heard  music  in  the  first  years  of  life.  Our 
hunter-gatherer  infant  could  make  the  transition  to  the 
modern  world  with  no  problem,  but  the  hunter-gatherer 
adult  wouldn't  ever  be  able  to  adjust.  Once  developed  —  once 
organized  —  the  brain  is  hard  to  modify.  Childhood  expe- 
riences, therefore,  create  the  person.  These  organizing  child- 
hood experiences  should  be  consistent,  nurturing,  structured, 
and  enriched  —  resulting  in  flexible,  responsible,  empathic, 
and  creative  adults.  Conversely,  neglect,  chaos,  violence, 
and  threat  create  impulsive,  aggressive,  remorseless,  and 
antisocial  individuals. 

An  appreciation  of  biological  relativity  and  the  crucial 
organizing  power  of  childhood  experience  has  never  been 
more  important  to  our  species.  Human  groups  —  family, 
clan,  society  —  are,  after  all,  dynamic  and  interdependent 
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biological  units.  The  rate  of  change  in  these  groups  has  been 
increasing  dramatically.  Indeed,  sociocultural  evolution  has 
been  accelerating  so  fast  that  humankind  has  changed  more 
in  the  past  2,000  years  than  in  the  previous  90,000  —  and  more 
in  the  past  200  years  than  in  the  previous  2,000.  Humankind 
now  lives  in  such  a  dynamic,  human-modified  world  that  in 
some  areas  (such  as  transportation  and  communications) 
more  change  takes  place  in  a  single  lifetime  than  in  the 
previous  1,000  generations. 

The  implications  of  this  are  sobering.  We  are  changing  so 
rapidly  that  the  structures  of  our  fami- 
lies, social  systems,  and  communities  are 
not  stable  from  generation  to  generation. 
At  the  same  time,  the  collective  experi- 
ence of  our  cultures  —  the  sociocultural 
distillate  —  carried  in  our  myths,  values, 
belief  systems,  child-rearing  practices, 
language,  literature,  laws,  history,  arts, 
and  sciences  is  expanding  explosively. 
Our  modern  society  must  face  the  diffi- 
cult choices  about  what  we  value  and  pass 
on:  elements  of  our  history  (social  or 
military),  the  language  we  speak  in 
schools  (Spanish  or  English),  belief 
systems  (lying  is  sometimes  okay),  skills 
(football  or  dance),  and  actions  that  mandate  instruction 
(driving  a  car  or  child  rearing).  And  more  important,  how 
do  we  divide  these  responsibilities  among  the  adults  in  a 
child's  life  —  parents,  grandparents,  neighbors,  child-care 
workers,  teachers?  How  should  our  modern  society  create 
and  support  stable  systems  to  protect,  nurture,  educate,  and 
enrich  our  children?  We  must  recognize  that  early  childhood 
is  a  critical  time. 

Time  is  short.  Thoughtful  dialogue  about  our  society's 
child-rearing  values,  beliefs,  and  practices  must  take  place 
now.  The  choices  we  make  will  have  profound  impact  on 
the  trajectory  of  our  society — and  our  species.  If  we  choose 
well,  untapped  potentials  will  emerge.  If  we  remain  passive 
and  let  the  momentum  of  our  dissolving  social  structures 
sweep  us  into  the  next  generation,  we  lose  the  creativity 
and  productivity  of  millions  of  children.  And  we  lose 
our  future.  ■ 
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Bruce  D.  Perry,  M.D.,  Ph.D.,  is  chief  of  psychiatry  for  Texas  Children's 
Hospital  in  Houston,  Texas.  He  is  an  authority  on  posttraumatic  stress 
disorder  in  children  and  the  author  of  more  than  150  articles. 
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If  We  Loved  Time,,, 


BY    CHARLES    VAN    DOREN 


Time  is  mankind's  oldest  invention.  Even  before  our 
ancestors  tamed  fire,  they  must  have  recognized  the 
periodicities  in  human  life.  The  sun  rises,  sets,  rises 
again;  seasons  return;  children  grow  to  adulthood;  death 
overtakes  all. 
Awareness  of  time  was  what  first  distinguished  us 
from  the  animals  with  whom,  until  very  recently,  we  shared 
the  world.  We  knew  time;  they  did  not.  We  could  foresee 
the  future  and  they  could 
not.  Time  was  what  made 
us  human. 

To  be  human  was  both 
a  sorrow  and  a  glory.  We 
envied  the  animals  their 
ignorance;  the  invention 
of  time  created  the  expec- 
tation of  death,  an  idea  no 
animal  had  to  share.  Aware 
ness  of  time  opened  to  us 
the  idea  of  eternity,  where 
there  is  no  change.  Animals 
existed  in  an  unchanging 
now,  whereas  we  did  not 
and  had  to  regain  it.  Yet 
the  invention  of  time  also 
opened  the  way  to  hope  — 
the  last  and  best  gift  in 
Pandora's  box  —  hope  for 
an  eternal  future  no  ani- 
mal could  ever  conceive. 
For  aeons,  time  was  not 
the  measure  but  rather  the 
form  of  human  days,  years, 
and  lives.  Each  was  an  arc  having  beautiful  words  that  named 
its  parts:  morning,  noon,  and  night;  spring,  summer,  fall,  and 
winter;  childhood,  maturity,  and  old  age.  Time's  arc  left  the 
earth,  reached  toward  the  stars,  and  returned  to  earth  again. 
Birth  and  death  were  life's  limits.  All  humans  everywhere 
are  aware  of  the  arc  of  time;  only  recently,  in  the  long 
history  of  humankind,  have  some  of  us  begun  to  measure 
time  itself.  For  us,  measuring  has  become  an  obsession,  even 
a  madness.  We  divide  the  arc  of  time  into  hours,  minutes, 
seconds,  even  the  tiniest  parts  of  seconds.  Division  without 
end  allows  us  to  schedule,  forecast,  and  predict  moments  of 
time  and  time's  events  with  a  precision  unimaginable  to 
our  ancestors. 
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Perhaps,  if  they  knew,  they  would  not  envy  us.  For  when 
we  measure  time,  when  we  divide  our  days  and  years  into 
the  smallest  conceivable  units,  when  we  number  them  with 
a  multitude  of  zeros  and  ones,  we  cease  to  be  aware  of  the 
time  of  our  lives. 

The  parts  of  a  human  life  are  not  temporal;  they  cannot 
be  measured  with  clocks  and  watches.  They  are  activities  and 
powers,  different  kinds  of  things  to  do  and  be.  Love  is  a  part  of 

■5'^tjs^"3fa*Ka5  '"c  ant' so  's  work;  sleep  is 
a  part  of  life  and  so  is 
learning;  thought  is  a  part 
of  life  and  so  is  singing. 
The  time  for  any  of  these 
parts  cannot  be  legislated 
or  scientifically  deter- 
mined. These  and  other 
parts,  like  eating  and 
praying,  playing  and  sit- 
ting still,  make  up  a  good 
life.  Mixed  together,  they 
make  a  life  lovely;  regi- 
mented or  required,  time 
itself  becomes  a  prison. 

We  invented  time  to  be 
free  from  the  ignorance  of 
the  animals,  who  had  no 
past  and  no  future,  but  we 
who  measure  time  are  in 
danger  of  turning  our  free- 
dom into  slavery. 

If  we  loved  time  instead 
of  fearing  it,  we  would 
always  have  time  to  do 
whatever  we  desired  to  do.  The  fear  of  time  —  of  time  lost, 
of  time  wasted  —  is  a  mortal  disease.  It  shortens  a  life  to  an 
instant  —  this  instant  —  which  will  be  followed  by  other 
instants  that  are  equally  fleeting.  There  can  be  no  joy  in 
moments  that  are  carefully  measured  and  doled  out. 

It  is  said  that  there  is  not  enough  time  to  do  everything 
that  has  to  be  done.  But  what  has  to  be  done?  There  is 
only  one  thing;  that  is  to  live.  There  is  all  the  time  in  the 
world  for  that.  In  fact,  there  is  no  time,  real  time,  for  any- 
thing else.  ■ 


Charles  Van  Doren  was  the  famously  controversial  game  show  contestant 
on  NBC's  Twenty-One/rom  1956  to  1957.  He  is  the  author  of  A  History  of 
Knowledge  and  is  currently  writing  a  book  about  the  future  of  knowledge. 
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Yes,  the  cyberworld  is  truly  wonderful,  and  within  it 
humanity  has  seized  an  infinite  new  possibility  for 
imagination  and  simulacrum.  But  that  is  all  the  more 
reason  to  stay  intellectually  sober.  Let  us  remember  the 
fundamental  constraint  of  our 
species:  We  are  organisms.  We 
evolved  biologically,  like  other 
organisms,  and  as  a  consequence  are 
closely  adapted  in  body  and  mind  to 
the  earth.  No  matter  how  far  afield  in  space  and  time  imag- 
ination may  now  lead,  our  genetic  origin  will  always  pull 
us  home  to  this  cradling  planet. 

A  feeble  sense  of  time  is  part  of  this  constraint.  Every  per- 
son's direct  experience  of  reality  is  squeezed  down  to  a  span 
reaching  from  a  few  thousandths  of  a  second,  the  minimum 
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interval  required  for  an  electrical  and  chemical  transmission 
among  cells  of  the  brain,  to  about  a  century,  the  maximum 
life  span  of  a  brain.  From  our  mortal  perspective  the  span 
seems  immense.  After  all,  a  full  lifetime  is  equal  to  a  sequence 

of  about  a  trillion  brain  events.  But 
WARD  'ts  reacn  shrinks  to  the  infinitesimal 

when  placed  within  the  whole  spec- 
5     0      N  trum  of  conceivable  time  —  that  is, 

from  quantum  events  among  sub- 
atomic particles  to  the  potentially  infinite  duration  of  the 
universe.  Some  of  the  trip  from  one  end  of  this  spectrum 
to  the  other  can  be  simulated  with  the  aid  of  computers,  by 
altering  the  parameters  of  equations  and  then  the  velocity  of 
changing  images.  What  our  brains  see,  however,  is  no  more 
than  a  highly  distorted  glimpse.  Like  starlight  collected  in 
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The  giant  .organic  molecule 
among  four  levels  of  time. 


the  mirror  of  a  reflecting  telescope,  the  data  represents  the 
real  world,  but  it  must  be  bent  and  focused,  then  filtered  and 
coded  by  our  cellular  systems. 

CUR  perception  of  time  is  trapped  this  way  because  the 
[  human  body  is  essentially  an  aqueous  suspension 
I  of  giant  organic  molecules.  The  human  engine  is  pre- 
I  scribed  by  nucleic  acid  polymers  (DNA)  and  then 
I  driven  by  enzymes,  the  proteins  that  catalyze  its 
chemical  reactions.  To  function  at  a  sustainable  rate, 
vast  numbers  of  these  molecules  and  other  vital  substances 
must  be  packaged  precisely  into  cells.  The  cells  in  turn  are 
bounded  by  active  membranes  that  draw  in  nutrients  while 
passing  out  wastes  and  other  substances.  Simple  physics  dic- 
tates that  to  reach  a  life-sustaining  rate,  the  cell  must  be  small 


enough  for  substances  to  diffuse  across  it  in  short  periods 
of  time.  All  larger  organisms  like  us  are  built  from  masses  of 
such  cells,  which  are  aggregated  into  specialized  tissues  and 
organs  that  exchange  materials  by  membrane  pumps  and  fluid 
circulation.  The  most  advanced  of  these  specializations  is  the 
act  of  thinking.  To  create  a  thinking  person  requires  tens  of 
billions  of  nerve  cells,  intricately  connected  to  one  another 
by  networks  of  cables  (axons)  and  terminal  branches  (den- 
drites). All  this  mass  together  forms  the  quart-sized  brain. 
The  demanding  architectural  requirements  of  thought  in 
particular  explain  why  human  beings  are  among  the  largest 
animals  on  earth.  And  why  insects  cannot  think.  You  have 
to  be  big  to  be  smart.  Our  six-legged  companions  have  had 
more  than  350  million  years  to  try  it,  ever  since  their 
origin  in  the  late  Paleozoic  era.  But  their  lack  of  an  ►  168 
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<\67  internal  skeleton  that  would  grow 
steadily  while  still  permitting  uninter- 
rupted support  and  movement  has  kept  insects  small. 
And  even  though  they  have  miniaturized  their  nerve  cells 
drastically  and  packed  as  many  as  possible  into  their  tiny 
crania,  they  still  come  up  short.  The  relative  geniuses  among 
insects,  the  ants  and  honeybees,  appear  able  to  learn  little 
more  than  the  distinctive  smell  of  their  nestmates  ("Me  and 
you  sisters,  she  enemy")  and  the  way  home  after  foraging 
trips.  The  rest  of  their 
repertory  consists  of 
hardwired  instinct. 

The  human  brain, 
more  than  a  million 
times  larger  than  that 
of  an  ant,  performs  pro- 
digiously better.  Yet, 
like  that  of  all  animals, 
it  is  trapped  in  a  small 
box  of  time.  To  trigger 
the  encrypted  message 
of  one  cell  requires 
thousandths  of  a  sec- 
ond, and  to  summon 
complex  conscious  thought  by  the  action  of  multitudes  of 
such  cells  consumes  at  least  tenths  of  a  second.  Consequently, 
the  brain  works  far  too  slowly  to  monitor  the  quantum-level 
events  of  physics  and  chemistry,  and  far  too  swiftly  to  sense 
the  geological  history  transforming  the  planet. 

Could  evolution  have  done  better?  Somewhere  in  the  uni- 
verse there  may  be  microscopic  organisms  whose  brains, 
made  not  from  giant  molecules  but  from  nanoelectronic 
atomic  arrays,  can  think  in  millionths  of  a  second.  Elsewhere 
there  may  be  planet-sized  living  clouds  that  take  years  to 
compose  equally  sophisticated  thoughts.  But  I  doubt  it.  More 
likely,  extraterrestrials  (E.T.'s)  everywhere  are  carbon  based, 
cellular,  and  moderately  big  in  comparison  with  other  motile 
organisms  around  them.  In  other  words,  they  are  similar  to 
us  in  the  fundamentals. 

I  suspect  their  scientists  also  would  say  something  like 
the  following:  Modern  biology  teaches  that  all  intelligent  life 
must  ground  knowledge  of  its  own  existence  on  four  levels 
of  time.  The  first  is  molecular  time,  the  passage  of  atomic 
and  molecular  events  that  compose  the  foundation  of  life  but 
are  too  small  and  swift  to  be  perceived  by  the  unaided  senses. 
The  second  is  organismic  time,  which  is  operational  from 
seconds  to  years  and  where  we  truly  live  in  conscious  expe- 
rience. Ecological  time,  the  next  level,  passes  too  slowly  to 
be  comprehended  by  direct  observation.  In  an  evolving 
ecosystem,  most  organisms  come  and  go  across  flurries  of 
generations.  To  visualize  a  vegetation-choked  pond  meta- 
morphosing into  a  bog,  for  example,  or  a  forest  emerging 
from  an  abandoned  field  requires  a  succession  of  photographs 
or  maps  made  over  a  period  of  years. 

Finally,  in  evolutionary  time,  embracing  centuries  to 
millennia,  even  the  rotation  of  local  ecosystems  is  an  inde- 
cipherable blur.  Only  the  genes  of  entire  populations  (such 


as  red  maples,  house  finches,  and  human  beings)  persist 
as  an  unbroken  continuum.  Yet  if,  godlike,  we  could  watch 
them  for  long  enough  periods  of  time,  we  would  see  them 
changing,  because  heredity  itself  is  modified  in  response  to 
challenges  from  the  inconstant  ecosystems. 

These  divisions  in  space-time  require  that  the  science  of 
biology  be  sliced  into  corresponding  specialties.  That  is  the 
reason  molecular,  cell,  organismic,  and  evolutionary  biology 
are  treated  academically  as  disciplines  unto  themselves.  Sci- 
entists simultaneously 
dice  the  same  biologi- 
cal knowledge  at  right 
angles  to  distinguish 
the  kind  of  plant,  ani- 
mal, or  microorganism 
under  scrutiny.  It  is 
quite  common,  indeed 
it  is  the  rule,  for  re- 
searchers to  spend 
their  entire  careers  in- 
side such  specialties  as 
the  molecular  genetics 
of  colon  bacteria  or 
the  evolution  of  birds. 
To  think  about  the  multiple  levels  of  space-time,  and  our- 
selves as  organisms,  is  to  align  our  self-perception  truthfully 
and  fundamentally.  It  also  suggests,  incidentally,  that  we  are 
unlikely  ever  to  travel  physically  to  the  stars  or  to  sustain 
indefinitely  much  interest  in  life  beyond  the  solar  system. 
The  argument  for  this  conservative  (and  admittedly  fallible) 
view  is  the  following:  In  a  century  or  two,  biology  will  be  a 
mature  science,  able  not  just  to  take  the  full  measure  of  life 
on  earth  but  also  to  imagine  in  detail  the  possible  range  of 
life-forms  that  have  evolved  elsewhere.  As  biology  matures 
we  will  ask  ourselves,  "Why  wait  thousands  of  years,  longer 
than  the  average  life  span  of  civilizations,  for  a  round  trip 
expected  to  add  relatively  little  to  knowledge?"  The 
window  is  opening  now  for  venturing  into  deep  space.  I  pre- 
dict that  within  a  generation  or  two  it  will  close,  and  by 
intellectual  choice. 

The  same  reasoning,  if  correct,  may  explain  why  earth  has 
evidently  never  been  visited  by  extraterrestrials.  Chance  alone 
dictates  that  we  are  not  the  first  in  our  part  of  the  galaxy  to 
have  achieved  space  travel.  Other  civilizations  could  have 
reached  the  same  competence  as  humankind  and  taken  the 
leap  anytime  during  the  past  billion  years.  But  they  have  not, 
dreams  of  alien  abductees  notwithstanding.  There  has  been, 
moreover,  no  sign  yet  that  any  are  trying  to  make  contact 
through  interstellar  broadcasts. 

Why  not?  Pessimists  might  conclude  that  all  techno- 
scientific  cultures  quickly  self-destruct,  and  ours  will  be  no 
exception.  In  opposition,  I  like  to  think  that  the  E.T.'s  have 
tound  wisdom  and  fulfillment  in  their  own  solar  systems, 
and  so  will  we.  ■ 
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Life  in  Quantum-Fuzz 

BY    GEORGE    F.   SMOOT 


|hy  is  it  that  time  only  runs  forward?  That  it  is  nec- 
?ssary  to  be  born,  grow  older,  and  eventually  die? 
That  we  plan  our  daily  activities  starting  in  the 
morning  and  progressing  through  the  day?  That 
we  can  remember  the  past  but  only  guess  at  the 
future?  What  kinds  of  answers  does  science  offer 
for  these  and  a  million  questions  like  them  that  make  up  our 
whole  fabric  of  life  and  our  view  of  the  world? 

Modern  science  has  scrutinized  this  arrow  of  time  for 
nearly  300  years.  The  scientific  concept  of  time  is  intimately 
connected  with  the  development  of  physics.  Following 
Galileo  in  the  17th  century,  Newton  developed  the  first  great 
laws  of  physics:  the  equations  of  motion  for  mechanics  and 
gravitation.  These  laws  were  strictly  time  symmetric  —  that 
is,  the  world  works  the  same  going  either  forward  or  back- 
ward in  time.  No  distinction  exists  in  these  equations  to 

'holographs    by    Lee    Friedlander 


point  the  arrow  of  time  in  one  direction. 

The  next  great  advance  in  classical  physics  came  with  19th- 
century  Scotsman  James  Clerk  Maxwell  and  his  theory  of 
electromagnetism.  Again,  these  laws  are  time  symmetric.  Great 
physicists  are  left  to  wonder:  Why  does  "shaking"  an  electron 
(for  example,  changing  a  current's  flow)  in  an  antenna  cause 
electrons  to  move  (that  is,  a  current  to  flow)  in  a  distant 
antenna  a  few  moments  later?  Why  not  earlier?  A  strict  math- 
ematical solution  of  the  equations  of  electromagnetism  allows 
both  solutions.  The  principle  of  cause  and  effect  and  New- 
ton's closely  related  third  law  ("Every  action  requires  an  equal 
and  opposite  reaction")  require  both  solutions. 

If  the  laws  of  classical  physics  are  time  symmetric,  where 
can  we  find  some  indication  of  the  time  asymmetry  that  per- 
meates our  world?  How  about  nonclassical  quantum  mechan- 
ics or  relativity?  These  have  shown  that  time  is  more  ►772 
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SKA  f\  f\T  *171  complicated  than  the  absolute, 
I VI  \J  \J  I  smoothly  flowing  time  of  Newton.  Still, 
their  equations  remain  time  symmetric,  though  in  a  more 
sophisticated  and  less  obvious  manner. 

For  example,  how  is  it  that  one  can  see  a  set  of  movie 
frames  of  a  building  being  demolished  and  easily  put  the 
frames  in  the  correct  time  order?  Classical  thermodynam- 
ics and  statistical  mechanics  tell  us  that  there  is  an  arrow 
of  time  that  is  set  by  the  increase  ^.. 
of  disorder  in  a  system,  a  property  i 

known  as  entropy.  Because  of 
entropy,  there  is  an  overwhelming 
probability  that  a  system  will 
degrade  and  tend  toward  a  more 
highly  disordered  state. 

Yet  while  the  laws  of  physics  say 
systems  will  tend  toward  entropy, 
they  do  not  pick  out  a  direction 
in  time.  One  recent  discovery  indi- 
cates that  the  weak  interaction  (one 
of  the  four  forces)  may  violate 
time-reversal  symmetry  at  the  level 
of  one  part  per  billion.  This  result 
caused  a  great  deal  of  interest  and 
follow-up  experiments,  but  in  no 
other  instance  have  scientists 
observed  the  violation  of  time- 
reversal  symmetry.  In  my  opinion, 
the  uniqueness  and  great  weakness 
of  the  observed  effect  serve  to 
underline  the  actual  time-reversal 
symmetry  of  the  laws  of  physics. 

Perhaps  Newton's  greatest  dis- 
covery was  to  divide  the  formal  description  of  the  world  into 
the  laws  of  nature  and  initial  conditions.  If  the  laws  of  nature 
are  time  symmetric  but  the  world  is  not,  then  it  must  be 
because  of  the  initial  conditions.  What  are  those  initial  con- 
ditions? They  have  to  be  how  the  universe  started.  Scien- 
tists debate  the  initial  conditions  that  were  necessary  for  its 
formation.  This  controversy  focuses  on  what  it  means  for  the 
universe  to  have  been  created  out  of  nothing.  That  is,  can  the 
universe  create  itself? 

If  the  universe  has  such  a  singular  beginning,  then  the 
past  of  everyone  and  everything  begins  at  a  common  point 
(quantum-fuzzed  point).  All  backward-  and  forward-going 
processes  must  match  at  that  point  so  only  those  going 
forward  could  emerge. 

If  there  is  a  singular  end  to  the  universe  — the  "big 
crunch"— isn't  that  the  same  as  what  happened  at  the  begin- 
ning? On  one  level,  yes,  but  there  is  a  big  difference  between 
the  beginning  and  the  ending  of  the  universe.  Gravity  dur- 
ing the  big  crunch  would  act  as  a  cosmic  meat  grinder,  pulling 
in  and  forcing  everything  together  in  a  big,  complicated  mish- 
mash. The  beginning  of  the  universe,  especially  according  to 
the  "creation  from  nothing"  scenario,  was  a  very  smooth  and 
orderly  extrusion  process.  This  ties  back  to  the  thermo- 
dynamic idea  of  entropy,  as  well  as  to  our  own  experience  of 


time  (e.g.,  knowing  which  way  the  film  of  the  collapsing 
building  runs).  The  initial  boundary  conditions  for  the 
creation  of  the  universe,  therefore,  give  us  a  direction  for 
time,  both  in  terms  of  physical  motion,  which  acts  accord- 
ing to  the  Newtonian  laws  of  cause  and  effect,  and  of  entropy, 
the  process  of  increasing  thermodynamical  disorder. 

Thanks  to  science  and  history,  disciplines  that  require  the 
formulation  of  precise  time  lines,  we  know  more  about  what 
.  .   ,  .  "time  it  is"  than  ever  before.  We 

know  that  the  sun  is  middle-aged, 
about  5  billion  years  old.  It  is  about 
halfway  through  its  life  cycle  as  a 
shining  star.  The  sun  has  been 
shining  steadily  for  most  of  its  life 
and  will  for  another  billion  years 
before  it  grows  hotter  and  begins 
to  expand,  leading  to  serious 
global  warming.  Eventually,  the 
human  race  will  have  to  make  an 
adjustment  to  this  climate  change, 
although  it  is  a  long  way  off — 
nearly  1,000  times  longer  than 
man  has  existed. 

Our  galaxy,  the  Milky  Way,  has 
been  around  nearly  twice  as  long 
as  the  sun,  or  about  10  billion 
years.  But  our  galaxy  is  effectively 
younger,  having  used  up  only 
about  10%  of  its  original  material 
to  produce  such  stars  as  the  sun. 
Thus  if  humans  have  to  move  to 
other  star  systems  because  of  the 
sun's  heat,  our  galaxy  can  extend 
enough  light  and  energy  to  provide  us  a  haven  for  at  least 
100  billion  years  more. 

We  know  how  old  our  sun  and  our  galaxy  are.  How  about 
the  universe?  It's  roughly  15  billion  years  old,  not  that  much 
older  than  our  galaxy.  We  have  a  good  idea  how  the  universe 
will  develop,  within  the  range  of  parameters  we  can  measure. 
But  we  are  not  sure  how  long  the  universe  will  last,  although 
we  do  know  that  the  universe  will  last  for  quite  some  time, 
longer  by  a  large  factor  than  it  has  existed  to  the  present. 

As  the  20th  century  comes  to  a  close,  we  know  a  lot  about 
the  conditions  at  the  beginning  of  the  universe  and  the 
laws  of  physics  that  govern  its  development.  We  have  a  broad 
outline  of  the  history  of  the  universe  and  of  the  earth, 
and  we  have  also  been  able  to  trace  the  evolution  of  life. 
We  know,  too,  how  the  galaxies,  stars,  and  planets  formed 
and  developed.  With  all  of  this  information,  we  now  have  a 
deeper  and  more  comprehensive  context  for  the  simple  ques- 
tion "What  time  is  it?"  And  we  can  answer  that  question  in 
greater  detail  and  with  more  precision  than  ever  before. 

But  it  is  a  sure  bet  that  our  human  curiosity  and  our  fasci- 
nation with  time  will  always  impel  us  to  learn  even  more.  ■ 
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George  F.  Smoot  is  a  renowned  experimental  astrophysicist.  A  professor 
liversity  of  California  at  Berkeley,  he  wrote  the  critically 
.  Wrinkles  in  Time. 
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computer  security  products 
but  they  may  not  effectively 
protect  your  valuable  information. 
At  ICSA,  Inc.,  we  focus  on 
specific  actions  that  maximize 
your  security  investment  and 
dramatically  improve  your 
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The  Porsche  996 

Weight 3,064  pounds 

Power 296  horsepower 

Engine 3.4  liters,  flat  6 

Top  speed 171  mph 

Range 214  miles  per  tank 

Transmission Tiptronic  S 

Storage  capacity 4.6  cubic  feet 

Body Steel  with  aluminum 


The  Sony  VAICf  505 

Weight 2.9  pounds 

Power 266  Mhz* 

Engine Windows  98 

Top  speed V.90  modem 

Range 6  hours  battery  life** 

Transmission i.LINK™(IEEE-1394) 

Storage  capacity 4.3  GB 

Body Magnesium-alloy  case 


Also  available  in  a  4-door  and  luxury  sedan. 
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Introducing  the  sporty  Sony  VAIO  505  SuperSlim  notebook  computer.  And  for  those  who  prefer 

something  slightly  roomier,  our  700  and  800  series  come  lo  extras.  For  a  test  drive,  visit       SONY 

participating  Sony  retailers. To  buy  directly,  calltoll-free  I  y  or  visit  www.sony.com/505  ^^ 


Forget  Me  Not 

BY    REGIS     McKENNA 


David  Traxel  makes  a  case  for  1898  as  the  year  that 
[  set  the  stage  for  the  20th  century.  That  year  Sir 
I  Joseph  John  Thomson  began  to  unravel  the  secrets 
I  of  the  atom  —  work  that  led  to  the  nuclear  age  and 
r  to  Silicon  Valley. 
That  year  also  happens  to  be  the  year  in  which 
my  parents  were  born  in  what  was  the  Silicon  Valley  of 
that  era,  Pittsburgh,  Pennsylvania  —  then  the  steel  capital 
of  the  world.  For  the  next  three-quarters  of  this  century, 
they  witnessed  the  birth  of  the  age  of  electricity  and  the 
transition  to  the  age  of  electronics.  Their  life  spans  /^ 
encompassed  the  development  and  prolific  use  of  elec- 
tricity, the  birth  and  evolution  of  radio  broadcast, 
moving  pictures,  the  airplane,  and  television.  They  wit- 
nessed technology  attaining  its  full  promise  with  the 
landing  of  men  on  the  moon.  My  parents  have  since  I 
left  us,  but  I  often  find  myself  in  a  reflective  dia-  M 
logue  with  their  worldview. 

I  am  not  one  to  pine  for  the  good  old  days, 
but  to  know  who  we  are,  we  must  understand 
the  path  we  have  traveled. 

My  parents'  sense  of  reality,  firmly 
embedded  in  Newtonian  certainties, 
has  been  replaced  by  the  uncertain 
and  contemporary  view.  The  shift  is 
so  deep  that  it's  as  if  Heisenberg's 
uncertainty   principle   has 
come  to  characterize  al 
spheres  of  observation, 
ence,  representation, 

In  my  parents 
for  physics,  Freud 
for  art,  Beckett 
the  novel.  They 
solutes.  Their 

aspect  of  our  social,  economic,  and  political  envi 
ronment.  We  today  live  in  an  ambiguous 
world  of  their  creation. 

In  our  day-to-day  lives,  follow-  jg" 
ing  the  lead  of  art  and  theoretical 
science,  there  has  been  a  progres-  ~»|jSB 
sive  destabilization  of  our  sense  of  ~v 
time  and  space,  and  an  undermining  of  the 
authority  of  institutions  of  all  kinds.  We  live  in  a 
world  of  now,  a  world  without  boundaries,  with  immediate 
access  to  people  and  events  the  world  over,  with  uncertain 
rules  and  ever  changing  frames  of  reference. 

Sculpture    by   Pablo   Picasso 
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My  parents'  frame  of  reference  was  local.  Their  neigh- 
borhood, from  the  front  porch  to  the  local  church,  domi- 
nated much  of  their  experience.  New  technologies  created 
new  experiences,  which  changed  their  perspectives  —  but 
almost  always  with  a  reference  to  the  stable,  predictable  past. 
I  remember  my  father  telling  and  retelling  stories  about  his 
and  a  friend's  adventures  traveling  in  his  Model  T  Ford 
beyond  the  boundaries  of  Pittsburgh.  On  one  such  trip,  they 
traveled  into  the  deep  South  and  witnessed  the  lynching  of 
black  man  —  for  what  reason  they  were  not 
told.  That  experience  had  a  profound  impact 
on  him  and,  years  later,  he  became  the 
first  manager  in  his  company  to  hire 
African  Americans.  One  can  only 
wonder  whether  today's  life  stories, 
passed  on  from  parents  to  children,  will 
carry  the  same  weight  when  sent  via 
k  email,  which  can  be  instantaneously 
ragged  to  the  digital  trash. 

We  are  now  so  preoccupied 
with  keeping  up  with  the 
bombardment  of  new  facts, 
new  developments,  and  new 
points  of  view  that  we  have 
no  time  to  listen  to  the  past,  or 
fleet  on  even  the  most  recent  his- 
tory much  less  to  make  a  judicious 
reckoning  of  its  significance.  As  much 
as  digital  media  permit  the  deliberate 
manipulation  of  context  and  images — 
the  true  identity  of  the  singers  on  a 
CD,  the  length  of  a  model's  legs  —  they 
warp  our  view  of  things.  And  there  is  no 
time  left  for  us  to  learn  to  trust. 
^^  Nevertheless,  I  am  not  a  pes- 

^^^^  simist.  People  still  struggle  to 
Q  remain  whole  within  their  own 
histories  and  subcultures,  even 
as  they  connect  to  broader  communi- 
ties on  a  global  scale.  We  will  learn  to  live  in 
this  high-speed  world.  We  will  learn  to  neither  over- 
value nor  depreciate  the  past,  present,  or  future,  but 
assign  each  its  proper  weight,  understanding  this  to  be  a  suc- 
cessful adaptation  at  this  anxious  moment  in  our  evolution.  ■ 


ft 


Regis  McKenna,  founder  of  the  consulting  firm  The  McKenna  Group, 
helped  launch  such  technological  innovations  as  the  first  microprocessor 
from  Intel  and  the  first  personal  computer  from  Apple. 
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Rl  T  %  I  f\  *  154  reproductive  technology  suggests  how 
I  Y  \J  easy  it  has  become  to  violate  ingrained 
assumptions  about  age,  gender,  social  role,  and  even  species, 
assumptions  based  on  now-outmoded  biological  limits: 
postmenopausal  childbirth,  posthumous  fertilization,  surro- 
gate parentage  too  complex  for  our  legal  system  to  compre- 
hend, children  conceived  in  batches  more  characteristic  of 
kittens  than  of  babies. 

So  far,  human  reproductive  technology  has  tended  to 
retain  the  sequence  of  generations.  A  woman  who  carried 
her  daughter's  embryo  to  term  was  still  the  infant's  grand- 
mother, not  its  mother.  But  the  technology  of  cloning,  so 
far  confined  to  a  small  number  of  mammals,  has  the  poten- 
tial to  collapse  our  notion  of  "generations"  altogether.  If 
Dolly,  the  famous  Scottish  sheep,  is  an  exact  replica  of  her 
mother,  does  she  represent  a  different  generation  or  not? 
This  is  complicated  by  the  fact  that  her  mother  had  died 
long  before  Dolly  was  even  a  gleam  in  scientist  Ian  Wilmut's 
eye,  so  that  her  biological  parent  was  just  a  bunch  of  pre- 
served cells.  The  techniques  of  genetic  engineering  raise 
converse  questions  of  lineage  and  species  identity.  Does  a 
person  treated  with  genetic  material  from  a  pig  or  a  cow 
become  more  or  less  than  human?  Is  it  cannibalism  to  eat 
a  tomato  that  includes  human  DNA? 

Although  the  imminent  possibility  of  human  cloning  pre- 
sents more  urgent  issues  than  these,  Dolly's  paradoxical  rela- 
tion to  her  ancestry  is  no  idle  brainteaser.  It  signals  another 
large,  recent  shift  in  the  way  we  think  about  long  spans  of 
biological  time.  As  it  was  formulated  by  Darwin,  and  as  it 
has  been  understood  by  most  of  his  followers,  evolution  by 
natural  selection  requires  vast  periods  during  which  small 
adaptive  variations  can  accumulate,  ultimately  producing 
new  species.  It  is  an  intensively  linear  and  uniformitarian 
process,  assuming  an  unending  sequence  of  generations,  with 
children  maturing  into  parents  within  a  restricted  repro- 
ductive circle. 

The  classic  graphic  representation  of  Darwinian  evolu- 
tion has  been  the  branching  tree,  which  implies  that  after  lin- 
eages have  split,  their  subsequent  histories  are  independent. 
But  it  now  seems  clear  that  organisms  can  exchange  genetic 
material  across  taxonomic  barriers  once  considered  impen- 
etrable. Cell  components  such  as  chloroplasts  and  mito- 
chondria started  out  as  independent  organisms;  the  mixing 
and  matching  among  different  kinds  of  viruses  produces  the 
annual  variation  in  our  flu  epidemics.  At  least  some  of  the 
branches  of  the  evolutionary  tree  appear  to  have  been  inter- 
woven like  a  basket. 

So,  while  the  stars  remain  steady  in  their  courses,  they  no 
longer  correspond  to  a  regular  and  predictable  terrestrial 
progress.  Advances  in  reproductive  technology  and  in  sci- 
entific understanding  have  made  social  and  biological 
chronology  less  absolute  — or,  to  put  it  another  way,  have 
revealed  the  extent  to  which  sublunary  time  has  always  been 
relative,  whether  we  knew  it  or  not.  ■ 


a 


Harriet  Ritvo  is  the  Arthur  /.  Conner  Professor  of  Histot 
Massachusetts  Institute  oj  Technology.  Her  most  recent  hook  is  The 

Platypus  and  the  Mermaid. 


r>  r\  \\  \  T\  *157  But  my  fellow  paleontologists  and 
\J  \J  U  L  \J  I  can  only  laugh  at  the  notion  of  a  mil- 
lennium as  the  longest  interval  for  calibrating  a  meaningful 
human  history— for  1,000  years,  to  us,  represents  an  eye 
blink  of  geological  time,  a  moment  well  below  the  resolv- 
ing power  of  our  best  dating  techniques. 

We  can  hardly  measure  the  entire  history  of  "civilization" 
since,  say,  the  dawn  of  agriculture  some  10,000  years  ago,  not 
to  mention  the  full  span  (perhaps  250,000  years)  of  our 
species,  or  even  our  complete  history  since  the  split  of  the 
human  lineage  from  common  ancestry  with  chimps  and 
gorillas  (some  5  million  to  8  million  years  ago).  All  of  human 
time,  to  use  the  conventional  metaphors,  represents  one  inch 
along  the  mile  of  earth's  history  (some  4.5  billion  years  for 
the  planet  and  at  least  3.5  billion  for  life),  or  10  minutes  before 
midnight  on  December  31  if  we  portray  geological  time  as 
a  single  year.  But  I  like  John  McPhee's  metaphor  best  of  all 
(from  his  book  Basin  and  Range):  If  we  represent  the  history 
of  the  earth  by  the  old  measure  of  the  English  yard — namely, 
the  distance  between  the  king's  nose  and  his  outstretched 
hand  —  then  one  stroke  of  a  nail  file  on  the  third  finger 
removes  human  history. 

Moreover,  we  don't  even  hold  power  over  our  planet.  Oh, 
we  can  surely  eliminate  ourselves  by  nuclear  holocaust  or 
environmental  destruction,  and  we  can  take  many  large 
species  with  us.  But  we  will  probably  only  dent  the  500,000 
or  so  species  of  beetles,  while  the  truly  dominant  bacteria 
will  laugh  and  persist  as  they  have  done  for  3.5  uninterrupted 
billion  years.  The  planet  will  simply  bandage  up,  heal  herself 
in  a  millisecond  of  her  own  time,  and  go  on  about  her  busi- 
ness. Consider  this  sobering  testimony  to  our  weakness: 
All  the  megatonnage  of  all  the  nuclear  weapons  on  earth 
equals  about  one  ten-thousandth  the  "oomph"  of  the  single 
extraterrestrial  object  that  struck  the  earth  65  million  years 
ago,  wiping  out  dinosaurs  and  giving  mammals  a  chance  to 
prosper  and  (along  one  little  lineage)  to  evolve  our  own  dan- 
gerous selves.  The  earth,  obviously,  survived  and  nourished. 

I  would  not  take  this  message  about  our  cosmic  impo- 
tence in  either  a  sanguine  (why  worry?)  or  depressing  (why 
hope  to  improve?)  manner.  The  majesty  of  geological  time 
measures  the  earth  but  does  not  regulate  the  moral  and  prac- 
tical issues  surrounding  our  own  lives  and  present  realities. 
We  have  a  perfectly  legitimate  parochial  interest  in  the  scales 
of  our  own  lives  and  histories.  If  we  continue  to  follow  the 
acceleration  of  human  technological  time  so  that  we  end  in 
a  black  hole  of  oblivion,  the  earth  and  its  bacteria  will  only 
smile  at  us  as  a  passing  evolutionary  folly.  Why  don't  we, 
instead,  surprise  these  haughty  survivors  of  the  aeons  and 
use  our  volatile  and  fascinating  evolutionary  invention  of 
mind  to  achieve  something  truly  more  precious  than  rubies: 
the  persistence  of  our  species  (maybe  even  with  those 
distinctively  human  attributes  of  glory  and  honor) 
into  the  alien  scale  of  planetary  time?  Let's  spite  them  all 
and  survive.  ■ 

9    Stephen  Jay  Gould  is  a  Harvard  professor  of  geology,  zoology  and 
and  a  noted  scientist  and  writer  focusing  on  evolutionary 
ies.  His  books  include  Full  House  and  Questioning  the  Millennium. 
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Dead  Man  Sings 

BY    WILLIAM    GIBSON 


Time  moves  in  one  direction,  memory  in  another. 
We  are  that  strange  species  that  constructs  artifacts 
intended  to  counter  the  natural  flow  of  forgetting. 
I  sometimes  think  that  nothing  really  is  new;  that 
the  first  pixels  were  particles  of  ocher  clay,  the  bison 
rendered  in  just  the  resolution  required.  The  bison  still 
function  perfectly  all  these  millennia  later,  and  what  screen 
in  the  world  today  shall  we  say  that  of  in  a  decade?  Yet  the 
bison  will  be  there  for 
us,  on  whatever  screens 
we  have,  carried  out  of 
the  primal  dark  on 
some  impulse  we  each 
have  felt  as  children, 
drawing.  But  carried 
nonetheless  on  this 
thing  we  have  always 
been  creating,  this  vast, 
unlikely  mechanism 
that  carries  memory  in 
its  interstices,  this  global, 
communal  memory  that 
we  have  been  building 
since  before  we  learned 
to  build. 

We  live  in,  have  lived 
through,  a  strange  time. 
I  know  this  because 
when  I  was  a  child  the 
flow  of  forgetting  was 
relatively  unimpeded.  I 
Know  this  because  the 
dead  were  less  of  a  con- 
stant presence  then. 
Because  there  was  once 
no  rewind  button.  Be- 
cause the  soldiers  dying 
in  the  Somme  were  in 
black-and-white  and  did  not  run  as  the  living  run.  Because 
the  world's  attic  was  still  untidy.  Because  old  men  in  the 
mountain  valleys  of  my  Virginia  childhood  remembered  a 
time  before  recorded  music. 

When  we  turn  on  the  radio  in  a  New  York  hotel  room  and 
hear  Elvis  singing  "Heartbreak  Hotel,"  we  are  seldom  struck 
by  the  peculiarity  of  our  situation:  that  a  dead  man  sings. 
In  the  context  of  the  longer  life  of  the  species,  it  is  some- 
Photograph  by  Mario  Ruspoli 


thing  that  changed  only  a  moment  ago.  It  is  something  new, 
and  I  sometimes  feel  that,  yes,  everything  has  changed.  (This 
perpetual  toggling  between  nothing  being  new  under  the 
sun,  and  everything  having  very  recently  changed  absolutely, 
is  perhaps  the  central  driving  tension  of  my  work.) 

Our  "now"  has  become  at  once  more  unforgivingly  brief 
and  unprecedentedly  elastic.  The  half-life  of  a  media  prod- 
uct grows  shorter  still,  until  it  threatens  to  vanish  altogether, 

reverting  into  some 
weird  quantum  logic  of 
its  own,  the  Warholian 
15  minutes  becoming  a 
quarklike  blink.  Yet 
once  admitted  to  the 
culture's  consensus- 
pantheon,  certain  things 
seem  destined  to  be 
with  us  for  a  very  long 
time  indeed.  This  is  a 
function,  in  large  part, 
of  the  rewind  button. 
And  we  would,  all  of 
us,  to  some  extent  wish 
to  be  in  heavy  rotation. 
And  as  this  capacity 
for  recall  grows  more 
universal,  history  itself 
is  seen  to  be  even  more 
obviously  a  construct 
subject  to  revision.  If  it 
has  been  our  business, 
as  a  species,  to  dam  the 
flow  of  time  through 
the  creation  and  main- 
tenance of  mechanisms 
of  external  memory, 
what  will  we  become 
when  all  these  mecha- 
nisms merge,  as  they  now  seem  intended  ultimately  to  do? 
The  end  point  of  human  culture  may  well  be  a  single 
moment  of  effectively  endless  duration,  an  infinite  digital  Now. 
But  then  again,  perhaps  there  is  nothing  new  in  the  end  of  all 
our  beginnings,  and  the  bison  will  be  there  waiting  for  us.  ■ 


e 


William  Gibson  is  credited  with  having  coined  the  term  cyberspace  in 
his  1984  novel,  Neuromancer.  His  most  recent  book,  Idoru,  features  a 
detailed  scenario  of  what  our  online  world  might  be  like  in  the  near  future. 
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FE  D  D  I  C  "*  ^  existence  of  many  universes.  If  each 
L  l\  l\  I  0  has  its  own  set  of  physical  laws,  or  even 
evolves  differently  under  similar  laws,  then  many  universes 
presumably  are  incapable  of  giving  birth  to  living  creatures. 
Lacking  observers,  may  these  universes  be  said  to  exist?  And, 
if  not,  then  don't  intelligent  observers,  even  those  as  unpre- 
possessing as  we  are,  confer  upon  the  entire  universe  its  very 
claim  to  existence? 

To  these  could  be  added  other  clues,  such  as  the  poten- 
tial of  information  theory  to  root  the  scientific  worldview 
not  in  space,  time,  matter,  and  energy  but  in  the  data  of  obser- 
vation or  the  puzzlements  of  the  quantum  observership  prob- 
lem—  both  of  which  stress  the  importance  of  observers.  Are 
these  indications  reliable,  pointing,  as  I  believe  they  do,  to 
a  prouder  role  for  intelligence  in  the  cosmos,  or  are  they  red 
herrings?  Time  will  tell. 

In  the  end,  the  question  of  whether  we  count  for  much  is 
just  one  more  item  on  the  roster  of  human  ignorance.  We 
may  be  gods  or  pond  scum;  it's  too  soon  to  say.  The  answers 
depend,  I  suppose,  on  what's  yet  to  be  revealed,  as  logs  are 
heaped  on  the  campfire  and  the  firelight  of  the  known 
expands  into  the  darkness  of  the  unknown.  The  one  cer- 
tainty, in  my  opinion,  is  that  scientific  inquiry  remains  as 
limitless  as  the  star-strewn  void. 

Stay  tuned.  ■ 


Timothy  Ferris  is  a  professor  at  the  University  of  California  at  Berkeley 
and  author  of  The  Whole  Shebang:  A  State-of-the-Universe(s)  Report. 
He  is  at  work  on  a  book  titled  Seeing  in  the  Dark. 


WC  I  Ki  D  C  D  f*  *  147  motion  slows  the  flow  of 
L  I  IN  D  L  l\  VJ  time.  The  changes  in  the  rates  of 
moving  clocks  had  escaped  notice  until  then  because  these 
changes  are  tiny,  except  at  speeds  close  to  that  of  light.  There 
is,  however,  no  doubuhat  Einstein  was  right.  For  instance,  it 
has  been  recently  observed  that  the  explosions  of  stars,  known 
as  supernovas,  in  galaxies  that  are  rushing  away  from  us  at 
very  high  speed  take  longer  than  the  same  sort  of  explosions 
in  our  own  galaxy.  Observers  who  are  moving  rapidly  past 
each  other  may  even  disagree  about  which  events  come  before 
and  which  come  after.  Einstein  realized  a  few  years  later  that 
the  flow  of  time  is  also  slowed  by  gravitation.  Time  is  not  the 
background  to  the  natural  world  —  it  is  a  part  of  nature,  like 
energy  or  matter. 

The  role  of  time  in  our  theories  has  lately  become  even 
weirder.  As  we  understand  nature  better,  we  sometimes  find 
that  what  we  thought  had  to  be  key  ingredients  of  our  deepest 
theories  are  only  secondary  concepts;  that  they  are  relevant 
only  in  certain  limited  contexts.  For  instance,  through  most 
of  the  19th  century,  it  was  thought  that  temperature  was  a 
universal  attribute  of  matter.  But  for  100  years  we  have  under- 
stood that  the  idea  of  temperature  makes  sense  only  in  an 
approximate  way  for  collections  of  any  finite  number  of  atoms 
or  molecules,  and  not  at  all  for  a  single  atom.  The  same  demo- 
tion now  seems  to  be  happening  to  time,  and  to  space  as  well. 

In  the  most  promising  fundamental  theories  being  devel- 
oped these  days,  time  and  space  do  not  enter  in  the  equa- 
tions but  only  appear  when  we  make  certain  approximations 
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to  solve  those  equations.  It  these  theories  are  right  then  it 
makes  no  sense  to  talk  about  intervals  of  time  shorter  than 
about  a  billion-billion-billion-billion-billionth  of  a  second. 
We  can  now  understand  pretty  well  what  happened  when  the 
universe  was  three  minutes  old,  and  we  have  good  hopes  of 
understanding  what  happened  when  it  was  a  second  old,  but 
if  we  try  to  say  what  the  universe  was  like  when  it  was  less 
than  a  billion-billion-billion-billion-billionth  of  a  second  old, 
we  find  ourselves  dealing  with  a  strange  state  in  which  time 
and  space  have  no  meaning. 

Some  people  have  suggested  that  changes  in  the  scientists' 
concept  of  time  should  affect  the  way  we  look  at  time  in 
human  affairs.  The  great  psychologist  Jean  Piaget  thought 
that  Einstein's  theory  of  relativity  would  help  us  understand 
how  infants  perceive  time.  I  have  my  doubts.  In  our  daily 
Iks  we  do  not  move  around  at  speeds  near  the  speed  of  light, 
nor  visit  strong  gravitational  fields  like  those  around  black 
holes  and  neutron  stars,  nor  notice  time  intervals  of  a  bil- 
lionth of  a  second,  much  less  a  billion-billion-billion-billion- 
billionth  of  a  second.  As  far  as  human  affairs  are  concerned, 
time  is  what  it  was  to  Galileo:  an  inexorable  progression  of 
instant  after  instant.  As  always,  the  most  important  thing 
about  time  is  that,  as  Dylan  Thomas  put  it,  time  holds  us 
green  and  dying.  Each  of  us  only  gets  so  much  time,  and  our 
fate  in  to  watch  this  stock  steadily  diminish.  ■ 


SI 


Steven  Weinberg  won  a  Nobel  Prize  in  pliysics  in  I971).  He  is  a  professor 
of  physics  ami  astronomy  nt  the  University  o)  Texas  at  Austin.  His  latest 
hook  lor  the  general  reader  is  Dreamt  of  a  Final  fheory. 


davies  : 


148  Or  consider  the  professor  who 
travels  ahead  to  the  year  2000,  scans  the 
mathematics  journals  for  a  new  theorem,  and  returns  to  1998 
with  the  details.  He  then  gives  the  proof  of  the  theorem  to 
his  student  who  publishes  it  in  the  very  same  journal  that 
the  professor  read.  Where  has  the  proof  of  the  theorem  come 
from?  Not  the  professor,  for  he  merely  read  it.  Not  the  stu- 
dent either,  who  got  it  from  the  professor.  Can  meaningful 
information  just  appear  out  of  nowhere? 

Such  paradoxes  have  convinced  many  scientists  and 
philosophers  that  time  travel  is  bunk.  Stephen  Hawking  once 
proposed  a  "chronology  protection  hypothesis,"  a  sort  of  no- 
go  rule  that  would  forbid  such  crazy  causal  contortions 
in  nature.  It  would,  as  he  put  it,  make  the  universe  safe 
for  historians.  Hawking  has  since  softened  his  stance, 
and  the  study  of  wormholes  and  other  tantalizing  temporal 
technology  has  become  something  of  a  cottage  industry 
among  physicists. 

It's  fair  to  say  that  the  jury  is  still  out  on  the  matter  of  vis- 
iting the  past.  One  thing  is  agreed,  however:  Building  a  time 
machine  would  be  enormously  expensive.  But  then  again, 
because  of  the  offbeat  logic  of  time  travel,  it  wouldn't  mat- 
ter. Once  you  had  the  machine,  it  would  be  simple  to  pop 
back  to  the  year  1990  armed  with  a  few  winning  lottery  num- 
bers and  return  with  enough  cash  to  pay  for  the  ride!        ■ 

■  Australia's  best-known  scientist,  Paul  Davies,  has  written  extensively  on 
i  osmology,  gravitation,  and  quantum  field  theory.  He  has  authored  more 
than  25  hooks  including  Aboul  Time  and  his  latest,  The  Fifth  Miracle. 
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i/  a  p  i  c  a  a  p  n <105  my  arms  llft  to  the 

l\  #1  IX  L  VJ  l\  t\  l\  U   sky.  I  dance  across  the  finish 
line  in  4:16.  A  state  record. 

It  didn't  happen.  Yes,  I  did  actually  make  it  to  the  state 
finals  in  my  senior  year.  My  best  time  going  into  the  race  was 
4:36,  not  bad  for  North  Dakota,  but  assessing  it  coolly...  the 
great  marathoner  Frank  Shorter  once 
said  that  God  himself,  every  autumn, 
dropped  4:30-something  high  school 
milers  onto  college  campuses  like 
leaflets.  What  Shorter  meant  was  that 
a  4:30  mile  represented  generic  compe- 
tence —  no  more  —  and  that  there  were 
countless  hundreds  of  us  who  ran  that 
every  year. 

No  matter.  At  the  state  finals  in  1972, 
I  decided  to  go  for  broke  and  stay  roped  to  the  lead  pack,  no 
matter  what.  The  night  before,  in  the  motel  in  Jamestown, 
North  Dakota,  I  stoked  up  on  courage  by  rereading  the  story 
of  Billy  Mills,  the  South  Dakota-born  Sioux  who,  against 
all  odds,  won  the  Olympic  10,000  meters  in  1964.  His  win 
was  as  huge  an  upset  as  has  ever  occurred  in  the  Olympics. 

If  courage  could  do  it,  I  was  ready.  But  what  really  hap- 
pened on  May  26,  1972,  was  this:  The  gun  fired,  and  we  12 
top  milers  in  the  forgotten,  cold-weather  state  of  North 
Dakota  took  off  at  an  insane  pace.  The  leaders  hit  the  first 
quarter  in  62,  the  half  in  2:07.  Through  the  fog  of  my  brain, 
I  heard  the  lap  official  bark  off  numbers  I'd  never  heard 
before...  "2:09! ...2:10!.. .2:11!"... as  I  hit  the  half.  Already  I 
was  confused  and  dead.  It  was  like  having  a  bad  flu  and 
trying  to  push  a  grand  piano  up  a  ramp.  Around  the  curve 
my  legs  buckled  — and  then  runners  of  every  color  of  jersey 
started  passing  me  on  the  backstretch  of  the  third  lap. 

About  a  minute  and  a  half  later,  I  distinctly  remember 
hearing  cheers  rise  up  from  the  crowd.  The  roar  must  have 
been  thunderous,  because  I  heard  it  easily  from  the  far-off 
backstretch.  As  the  noise  reached  my  ears,  I  looked  ahead  to 
see  three  runners,  one  wearing  the  maroon  jersey  of  my  team, 
sprinting  for  the  finish  line.  All  three  would  dip  under  4:20 
and  break  the  state  record.  I  straggled  home  in  4:47.  I  beat 
one  runner,  I  think.  There  were  no  cheers. 

In  the  digital  age,  time  has  become  the  great  delineator 
of  success  and  failure.  Great  wars  in  microprocessor  archi- 
tectures are  fought  over  hundredths  of  a  millionth  of  a  sec- 
ond. To  the  victors  of  this  microcosmic  mad  dash  go  slices 
of  trillions  of  dollars  in  market  capitalization.  In  software, 
everything  depends  on  first-to-market,  or  first-to-platform 
dominance  — or  it's  certain  death.  Financial  arbitrageurs  coil 
to  leap  through  windows  of  opportunity  that  might  last  half 
a  second.  A  30-year  mortgage  is  sliced  into  years,  months, 
weeks,  days  — and  no  doubt  someday  maybe  hours,  minutes, 
seconds  — by  sellers  of  derivatives.  Bill  Gates  got  to  be  the 
richest  man  in  the  world,  starting  from  scratch,  in  two 
decades.  The  founders  ofAmazon.com  and  Yahoo!  reached 
billionaire  status  in  three  years. 

All  of  us,  whether  we  know  it  or  not,  now  measure  our 
lives  in  the  nanoseconds  of  personal  computer  operating 


speeds  and  the  microseconds  of  Internet  transmission  speeds. 
And  the  footrace  grows  faster  by  the  year.  In  the  business 
world  we  have  all  become  champion  milers  —  and  there  are 
millions,  soon  billions,  of  4:30  runners.  We  are  all  running 
at  a  pace  we  never  trained  for,  nor  can  long  maintain.  And 
when  we  look  over  ouf  shoulders,  there  are  multitudes  round- 
ing the  turn  just  behind  us. 

I  am  now  44  years  old,  the  father 
of  two  small  children.  The  mile  run  that 
still  haunts  my  dreams  took  place 
almost  three  decades  ago.  I  always 
thought  it  was  my  own  personal  night- 
mare. Now  I  wonder  if  it  may  be  the 
common  fear  of  my  time. 

The  finish  line  is  far  ahead.  Our  sides 
ache  and  our  legs  grow  weak.  Faster 
runners  pass  us  by.  For  most  of  us,  there  will  be  no  cheers.  ■ 


ft 


Rich  Karlgaard  is  a  founding  editor  of  Upside  and  Forbes  ASAP  mag- 
azines. Earlier  this  year,  he  was  promoted  to  publisher  of  Forbes,  where 
he  spends  his  time  sprinting  from  one  engagement  to  another. 


FhVC  AM  *161  two  reasons  —  one  superfi- 
•  \J  I  U  \J  IN  cial  and  one  fundamental  —  why 
these  faces  exist.  The  superficial  reason  is  that  the  uni- 
verse is  extravagantly  large.  Distances  are  so  great  that  col- 
lisions hardly  ever  happen.  Planets  can  run  like  clocks,  with 
orbits  undisturbed  by  close  encounters  with  alien  stars, 
for  billions  of  years. 

The  fundamental  reason  for  the  two  faces  of  time  is  that 
the  universe  is  dominated  by  the  force  of  gravitation.  Grav- 
itational energy  is  quantitatively  the  largest  reserve  of  energy, 
and  qualitatively  the  least  disordered.  Because  of  its  superior 
quality,  gravitational  energy  can  change  easily  and  irreversibly 
into  other  forms  of  energy.  Other  energy  sources  are  asso- 
ciated with  disorder  and  heat,  but  gravitational  energy  is  cool. 
This  is  why  gravitational  energy  can  drive  turbines  in  a 
hydroelectric  power  station  with  almost  100%  efficiency  while 
other  kinds  of  power  stations,  run  by  coal  or  oil  or  natural 
gas  or  uranium,  struggle  to  reach  50%. 

The  gravitational  energy  of  the  North  American  ice  cap 
waited  quietly  for  centuries,  until  the  thaw  and  the  break  in 
the  ice  dam  released  it.  It  changed  into  the  turbulent  energy 
of  the  flood  that  excavated  a  trillion  tons  of  rock  and  formed 
the  Scabland.  Similarly,  the  gravitational  energy  of  the  planet 
that  collided  with  the  earth  stayed  cool  for  millions  of  years 
and  then  suddenly  changed  into  heat  at  the  moment  of 
impact  when  the  moon  was  born.  All  over  the  universe,  when 
conditions  are  right  for  gravitational  energy  to  be  released, 
it  can  change  instantly  into  heat  and  radiation,  and  a  cata- 
clysm results.  The  two  faces  of  time  are  a  consequence  of  the 
two  faces  of  gravitation.  Gravitation  is  the  ordering  princi- 
ple that  holds  our  earth  together  as  a  stage  for  us  to  walk  on, 
and  gravitation  is  the  ultimate  reservoir  of  energy  that  can 
smash  our  world  to  pieces.  ■ 


/  )yson  is  an  award-winning  physicist  and  author  of  Weapons 
nd  Origins  of  Life,  among  other  books.  He  is  professor  emer- 
itutefor  Advanced  Study  in  Princeton,  New  Jersey. 
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convergence 

DEFINED       BY       SONY.        REFINED       FOR       YOU. 

convergence : 


N 


VAIO  WORLD 

The  products  that  make  up  VAIO  World  feature 
state-of-the-art  AV/IT  convergence  capabilities. 
Individually,  they  work  exceptionally  well. 
Connected,  they  enable  you  to  do  so  much  more. 
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vN    EMPOWERING    BLEND   OF  AUDIO, 
/IDEO  AND    INFORMATION   TECHNOLOGIES. 


Convergence  starts  with  our  world-class  consumer 
ectronics  products  and  a  vision  of  video-audio 
itegrated  operation  (VAIO').  The  introduction  of 
ur  distinctively  styled  VAIO  computer  products 
brought  us  a  giant  step  closer.  Now, 

with  the  combination  of  Sony 
original  software. 


iUNK™  (IEEE- 1394)  interface,  S-Link™  technology 
(Control-Al)  and  digital  AV  products,  you  can 
enjoy  the  benefits  of  AV/IT  convergence  firsthand. 

You  can  experience  VAIO  World. 

See  how  selected  Sony  products  work  together  to 
enable  exciting  new  possibilities.  Now  you  can 
easily  edit  digital  video  right  on  your  desktop, 
manage  your  CD  collection,  edit  MiniDiscs,  add 
voice  messages  to  your  e-mail  and  more. 

Convergence  makes  things  simpler.  More  fun. 
More  enriching.  And  as  the  only  company  that 
has  fully  converged  AV/IT  products  today, 
Sony  is  Defining  the  Digital  Future.™ 


convergence : 


\s 


2  www.sony.rom/vaioworlri 
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If  you  want  to  create  home  videos  people  will 
really  enjoy,  just  use  a  DCR-TRV9  and  edit 
them  with  our  exclusive  DVgate  Motion  software 
and  a  PCV-E308DS  VAIO  Digital  Studio  PC. 
Sony's  AV/TT  convergence  gives  you  a  complete, 
easy-to-use  digital  video  editing  solution. 


sophisticated  digital  video 
:diting  solution  for  the  homl 


lonlinear  digital  video  editing''  sounds  complicated. 
it  thanks  to  Sony's  AV/TT  convergence,  it's  really 
sy  and  fun.  You  get  impressive  results  the  first 
ne  and  ever 

ray's  DVgate    Motion  digital  video  editing  soft- 
are  (included  with  your  VAJO  Digital  Studio  PC) 
ovides  an  easy-to-use  interface  from  which  to 
ntrol  a  Sony  Digital  Handycam*  camcorder.  It 
cs  you  preview  digital  video  on  your  computer 
splay  with  onscreen  Play,  Pause,  Fast  Forward, 
bwind  and  Stop  buttons.  Select  the  best  parts  of 
)ur  video  by  marking  the  in  and  out  points.  Then, 
ck  "Capture."  DVgate  Motion  will  automatically 
ansfer  them  to  your  Sony  PCV-E308DS  VAIO 
igital  Studio    hard  drive  as  a  complete,  edited 
ovie.  Using  Adobe"  Premiere"  LE  (included  with 
e  VAIO  Digital  Studio  system),  you  can  also 
lect  and  transfer  clips  individually  to  apply 
ectacular  effects. 

DV  software  codec  and  i.LINK  (IEEE-1394) 
rface,  an  amazingly  fast  connection  between 
e  Digital  Handycam  camcorder  and  the  VAIO 
igital  Studio  PC,  let  you  quickly  transfer  fun- 
ction video  with  no  loss  in  quality.  In  fact,  you 
ib  download  up  to  25  MB  of  razor-sharp  digital 
deo  in  a  matter  of  seconds! 

fith  the  Sony  DCR-TRV9  Digital  Handycam 
imcorder  and  the  PCV-E308DS  VAIO 
igital  Studio  PC,  you  have  everything 
du  need  to  effortlessly  create 


^^^ 


Sony's  200  MB  MFD  floppy  disk 
drive  is  ideal  for  archi\ing  up  to 
20  minutes'  worth  of  full-motion 
MPEG-1  video. 


entertaining  videos  you,  your 
family  and  your  mends  can  enjoy. 

The  Sony  DCR-TRV9  Digital 
Handycam  camcorder  is  easy  to 
use  and  produces  stunning,  high- 
quality  digital  video.  The  PCV- 
E308DS  provides  the  power  and 
an  enormous  13.6  GB  hard  drive 
that  gives  you  lots  of  space  to  be  creative  with 
your  work.  It  also  processes  MPEG-1  video.  So,  if 
you  want  to  archive  compressed  versions  of  your 
videos,  just  add  a 
Sony  HiFD"  floppy 
disk  drive.  Its  200 
MB  HiFD  media 
easily  stores  up  to 
20  minutes  of  full- 
motion  video.  You 
can  also  transfer 
your  videos  back  to 
DV  tape  via  i.LINK 
(IEEE-1394)  cable 
for  pristine  viewing  in  their  original  format  or 
transfer  them  to  VHS  for  sharing  with  friends. 

Sony's  innovative  video  and  IT  products  give  you 
all  the  necessary  elements  to  bring  professional- 
style  editing  capabilities  into  your  living  room,  your 
family  room  and  your  life.  And  that's  just  one  way 
Sony  defines  AV/IT  convergence. 


Sony's  DVgate"  Motion  editing  software  makes  it  easy 
to  transfer  and  edit  in  high-quality  digital  video. 


KV-S6XBR200 


convergence: 

PCG  81^VaS8k!  D¥tal  MaV1Ca'  C—  -d 

easUv  aHH  ^^  C°mpUter  helP  >™ 

easily  add  images  to  presentations  for  greater  impact 
Even  better,  they're  highly  portable,  so'you  can  work 
and  create  wherever  you  happen  to  be. 
Sony  PjctureGear"  photo  management  software 

rTat  eeScf  ^  T  *"*  ^  «™'  Sfa 

creative  effects  and  helps  you  organize  your  images 
he  way  y      thlnk    f  ^  ^  J  S 

and  PictureGear  software  will  show  you  thumb- 
nails of  each  image  file.  You  can  also 
print  floppy  disk,  CD, 
MD  and  DV 


A  COMPLETE   DIGITAL   IMAGING   SUITEI 
THAT  GOES   WHEREVER   YOU    GO. 

tape  labels  with  pictures  and  text  so  you  can  mstantW 
identify  what  you've  stored. 

rcc  Sb  VASaKT2-5KS0fTare  (availab,e  Wlth  *« 

PCG-818  VAIO  Notebook)  you  can  even  create  a 
seamless  panorama  from  a  series  of  overlapping 
shots,  automatically  F    s 

The  Sony  MVC-FD81  Digital  Mavica  Camera  is  as 
easy  as  a  floppy  to  use  with  PictureGear  software 
t  uses  inexpensive  readily  available  3.5"  floppy  disl 

or  PC°rcardOUr  F^  ^  $°  yOU  *»*  ** !  cabl 

An^     IT.?  erS  t0  transfer  them  to  y™  compute 

And  for  added  versatility,  it  also  captures  short  MPEG 

totraoand  TiF  ***  *!  ""^  P^S 
to  grab  and  hold  your  audience's  attention 

The  PCG-818  VAIO  Notebook  with  DVD  movie 
playback,  a  large,  13.3"  XGA  active-matrix    ' 
screen,  2X  battery  life*  and  the  maximu  , 
mobility  afforded  by  its  light  weigh 
(Jess  than  6  lbs.)  and  slim  desig i 
(less  than  1.75"  thin),  make] 
stand  out  as  a  stand-alon  | 
digital  imaging  system. 
The  Digital  Mavica 
Camera  and  the  PCgJ 
818  VAIO  Notebookf 
give  you  simplicity, 
power  and  freedom! 
They're  another 
example  of  what 
AV/IT  convergence 
is  all  about. 


Sony's  PictureGear  software 
helps  \ou  organize  all  of 
smir  digital  images. 


ttWW.sonv  i-»m/vHjfnVftr|f|     hi 


Ifl 


convergence 

Z  PCG-748  VAIO-  Notebook  Computer,  you  can 

■rence.  then  e-mail  it  to  anyone  on  the  Internet. 
b  ICD-70  makes  commute  time  and  downtime 
derive  ume!  The  supplied  WAV  LINK  software 
you  download  your  recorded  m«go^ 
>748  as  sound  files.  You  can  then  attach  them 
|U  add  some  text  and  eliminate  a  whole 

of  typing  and  transcnbing! 

e  lightweight  ICD-70  gives  you  up  to  24 
Jes  of  reLdmgnme  and  lets  vou  access 


THE  ABILITY  TO    BE   HEARD 
AROUND  THE  WORLD. 


I  «,  :„  anv  file  so  vou  can  easily  manage 

Recordmg  (VOR)  helps  conserve  recording  time. 
The  PCG-748  provides  ample  value  for  business 
apphcations-a  large,  13"  HPA screen  with  XGA 
resolution.  2X  battery  life,**  light  weight  and  a 

,m  profile  (6  lbs.  and  1.9"  thin).  It  also  includes 
|  a  V90  compatible  data/fax  modem  for  high-speed 
I  Internet  connectivity. 

Sonv  AV/IT  convergence  at  work-redefining 
"freedom  of  speech.' 


PCC-748 


,  luctive  •mi.    'ill'  '''• 

ZsonyPCC^S  VAIO  Notebook  to  e-nu.,1 
them  to  Otter,  on  the  Internet 


convergence : 


The  Sony  CDP-CX260  200-Disc  MegaStorage"  CD 
Changer  puts  your  favorite  CDs  at  your  fingertips. 
A  Sony  MDS-PC1  MD  Recording  Deck  can  capture 
your  music  in  all  of  its  digital  glory.  And  a  Sony 
MZ-R50  Portable  MiniDisc  Player/Recorder  frees 
your  music  from  the  confines  of  your  home  so 
you  can  enjoy  it  anywhere. 

But  how  do  you  keep  track  of  all  that  music,  edit 
your  favorites  on  MiniDisc  and  still  have  time  to 
listen  to  it? 

The  answer  is  Sony  AV/IT  convergence. 

Sony  Digital  Media  Park"  software  helps  you 
build  a  database  of  your  entire  CD  music  collection 
so  you  can  find  your  favorite  tracks  instantly. 
It  lets  you  enter  artists'  names  and  song  titles  with 
the  computer's  keyboard  for  faster,  easier  cataloging. 
It  also  updates  the  tables  of  contents 
of  your  existing 
MiniDisc  recordings! 


Making  new  MD  mixes  with  Digital  Media  Park 
software  is  also  very  easy.  Just  select  the  titles 
and  tracks  you  want  to  record,  arrange  them  in 
the  proper  order  and  click  "Record."  Sony  AV/IT 
convergence  does  the  rest  automatically! 

S-Link'M  technology  (Control-Al)  allows  compati 
Sony  home  electronics*  to  easily  share  data  and 
communicate  intelligently.  It's  the  link  that  turns 
your  VAIO  Digital  Studio"  PC  into  an  easy-to-us 
— ^^=S|  "drag-and-drop"  interface  for 
^BH  managing  MiniDisc  recordin 

1H  and  cataloging  the  contents 

I^^^^B  of  the  200  CDs  in  your 

MegaStorage  CD  changer. 


S-Link  technology  (Control- 
A  I)  and  the  optical  digital 
audio  output  (shown  above) 
make  it  simple  to  record 
music  digitally. 


The  optical  digital  audio 
output  enables  your 
Sony  CD  player, 


-: 
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HE   POWER  TO    MASTER   YOUR    MUSIC. 


)isc  Player/Recorder  and  PCV-E302DS  VAIO 
gital  Studio  PC  to  transfer  music  with  virtually 
loss  in  sound  quality.  So,  you  can  record  music 
i  CDs,  MiniDiscs  and  the  Internet** 

I  course,  the  Sony  VAIO  Digital  Studio  PC  is 
ich  more  than  a  convenient  interface  for  an 
|digital  recording  studio.  Its  l.LINK    (IEEE- 1394) 

jrface  and  pre-installed  Sony  DVgate    Motion 

ital  video  editing 

/are  enable 
Ih-quality  digital 
leo  editing  nght 
(your  own  home. 
Is  it  features 


outstanding  graphics,  audio  and  a  fast  5X  DVD- 
ROM/24X  CD-ROM  (max.  performance)  drive. 
Because  of  the  way  Sony's  defined  AV/IT 
convergence,  you  can  spend  less  time  finding 
your  favorite  songs  and  more  time  enjoying 
them  on  custom  MiniDiscs 
you've  edited  yourself 


omr  _J 

(Vtr 

Onr 


Sony's  exclusive  Digital  Media 
Park  software  makes  mixing 
and  recording  your  own  MiniDiscs 
as  easy  as  "point"  and  "click." 


ures  available  on  selected  models  only-please  see  www  sony.com/varaworld  for  compaobihry  list 
vays  observe  apphcable  copynght  laws.  Internet  access  requrres  an  Internet  semce  provider. 


convergence: 


THE   CAPABILITY  TO    FREEZE 
THE  ACTION. 


With  an  ordinary  camera,  it's  easy  to  miss  the  perfect 
shot.  They  go  by  so  quickly! 

Fortunately,  Sony  AV/IT  convergence  will  change  the 
way  you  think  of  photography.  Rather  than  hoping 
you'll  press  the  shutter  button  precisely  when  the 
perfect  moment  occurs,  shoot  some  digital  video 
with  a  Digital  Handycam®  camcorder  instead. 

Then,  using  a  VAIO  505FX  SuperSlim  Notebook 
Computer  with  i.LINK™  (IEEE-1394)  interface  and 

Sony  DVgate™  Still  software, 
you  can  instantly  select 
your  favorite  shot 
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or  shots  from  a  continuous  stream  of  crystal-clear 
digital  video,  then  delete  the  rest.  And  because  it's 
full-motion  digital  video,  you  can  capture  action  at3 
rates  up  to  30  fps — much  faster  than  you  could  clici 
a  shutter! — virtually  guaranteeing  that  nothing  will 
escape  your  lens. 

The  combination  of  the  ultra-compact  DCR-PC1 .' 
Digital  Handycam  camcorder,  which  weighs  less ' 
than  a  pound,  and  the  VAIO  505FX  SuperSlim 
Notebook  completes  an  extremely  portable  digital 
imaging  solution.  The  VAIO  505FX  Notebook  weigl( 
just  under  3  lbs.  and  measures  less  than  1"  thin.  Bui 
it's  loaded  with  DVgate  Still  software — also  availat 
on  VAIO  Notebooks  and  Digital  Studio  Computer! 
with  i.LINK  (IEEE-1394)  interface — to  give  you  instat 
out-of-the-box  digital  imaging  capabilities. 

At  Sony,  we're  not  just  defining  AV/IT 
convergence,  we're  redefining  photograpt 


The  Sony  VAIO  505FX  SuperSlim  Notebook 
includes  Sony  DVgate  Stitl  software  and  a 
high-speed  i.LIMK  (IEEE-1394)  interface  to 
create  a  complete  digital  imaging  solution. 


If  you're  looking  for  art  extremely  portable 
digital  imaging/digital  \ideo  solution,  you 
can't  beat  the  passport-size  Sony  DCR-PCl 
Digital  Handycam  camcorder  with  Carl  Zeiss 
lens  block  and  the  VAIO  505FX  SuperSHm 
Notebook  Computer. 


www.rMmy.rmn/vaimYOiKl 


On 


convergence: 


ENHANCED    PERFORMANCE 
FOR   VIDEO. 


leo  is  a  critical  part  of  the  multimedia  experience. 
t.  its  optimal  monitor  settings  don't  match  those 
standard  applications. 

e  Sony  CPD-201VS  VAIO'  Multimedia  Display 
th  IntelliLight   technology  and  a  compatible  VAIO 
mputer  let  you  watch  a  video  clip  or  a  DVD  movie 
i  window  optimized  for  video  while  simultaneously 
playing  Internet  pages  or  other  applications. 

elliLight-compatible  VAIO  Computers  recognize 
CPD-201VS  and  automatically 
able  this  feature.  ^^^^H 

hen  you  watch  a 
)vie,  IntelliLight 


instantly  adjusts  the  video  area  to  the  optimal 
settings — no  buttons  to  push,  no  knobs  to  tweak. 
The  CPD-201VS  also  provides  twin,  integrated 
stereo  speakers  and  a  microphone  to  complete 
the  AV  solution. 

Let  IntelliLight  technology,  a  compatible  VAIO 
Computer  and  the  CPD-201VS  define  AV/IT 
convergence  right  on  your  desktop. 


•n  a  compatible  Som  V  \l(> 
ifwltr  and  a  CPD-20IVS 

comerge,  \ou  get 
OiLight — a  technology  that 
you  viru-  \ideo  and  standard 
Hcation\.  each  optimized  in 
own  u-im/ous 
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PCV-BiOZDS 


xperience  Sony  AV/IT  convergence  today! 

Sony,  AV/IT  convergence  is  real  and  available  right  now.  To  see 
w  AV/IT  convergence  is  enabling  new  possibilities,  malting  tilings 
sier  and  more  fun  and  defining  the  21st  century  lifestyle,  point  your 
owser  to  www.sony.com/vaioworld. 


SONY 


Sony  Electronics  Inc. 

Information  Technologies  of  America 

3300  Zanker  Road 

San  Jose,  CA  95134 

www.sony.com/vaioworld 

©  1998  Sony  Electronics  Inc.  All  rights 
reserved.  Reproduction  in  whole  or  in 
part  without  written  permission  is 
prohibited  Sony,  the  Sony  logo,  VAIO, 
Mav,ca,  Handy  cam,   FD  Trinitron 
XBR   and   Trinitron   are    registered 
trademarks  of  Sony   !«» 
D-WAVE  Zuma,  VAIO  World,  VAIO 
Digital  Studio.  Defining  the  Digital 
Future,   DVgate,   HiFD,  PictureGear 
MegaStorage,  Digital  Media  Park  and 
Intellibght  are  trademarks  of  Sony 
Adobe  and  Premiere  are  trademarks  ot 
Adobe   Systems,   Inc.   Features  and 
specifications  are  sublet  to  change 
without  notice    Non-memc  weights 
and  measurements  are  approximate 
Pnnted  in  USA. 
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V100 


"If  all  time  is  eternally  present 
time  is  unredeemable."-  T.S.  Eliot 


I 


UILDING  A  BUSINESS  ENTERPRISE   is   3 

I   deeply  human  act  -  a  microconstruct 

of  civilization  itself. 

Perhaps  not  surprisingly,  then, 

businesses  exhibit  the  same  time 
complexity  as  people,  only  magnified. 
Companies  have  life  spans,  some  short, 
some  astonishingly  long.  And  within  this 
life  span,  there  are  a  vast  number  of 
activities -some  of  them  measured  in 
years,  like  a  complicated  merger,  others 


in  fractions  of  seconds,  like  stock  volatil- 
ity. And  the  activities  all  combine  in  a  great 
narrative  that  is  best  understood  only  by 
outsiders  long  after  the  story  is  over! 
Just  as  it  is  difficult  to  live  a  life 
well -to  deal  with  the  immediate  daily 
obstacles  while  working  toward  a  larger 
goal-so  too  is  it  almost  impossible  to 
build  a  great  and  enduring  company  while 
dealing  with  customer-service  response 
speeds  and  quarterly  earnings  state- 


ments. And  the  task  grows  more  difficult 
by  the  year. 

How  do  you  construct  a  company  that 
will  last  decades,  even  centuries,  when 
you  must  also  deal  with  the  milliseconds 
of  Internet  time  and  new  product  turnover 
speeds  measured  in  months,  not  years- 
can  you  be  fast  and  enduring? 

How  ironic  that  even  as  technology 
lengthens  human  life,  it  shortens  the  lives 
of  the  businesses  at  which  we  work.  ► 


fi li no    bv    Rober 
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The  next  era  is  here.  Now  any  size  to 
communications  power,  service  and  sa 


i 


f 


Morse's  telegraph.  Bell's  telephone.  There  have  only  been  a  few  extraordinary  moments  in  the  history  of 
communications.  And  this,  we  not-so-humbly  declare,  is  one  of  them.  Because  Teligent  has  arrived.  Which 
means  small  and  mid-sized  companies  now  have  an  amazingly  powerful  alternative  to  their  regular  phone 
company.  And  a  great  new  tool  that  will  make  them  more  productive — and  competitive — than  ever  before. 


Local,  long  distance,  Internet  and  more.  From  one  company,  on  one  bill. 

Until  now,  only  the  largest  companies  could  have  real  communications  nower.  No  longer.  With  our  12-inch  antenna 

on  the  roof  of  your  office  building,  Teligent  DigitalWave™  technology  oives  you  many  of  the  advantages 

of  a  fiber-optic  connection.  High-quality  local  and  long  distar..;;  Internet  access  that's  up 

to  100  times  faster  than  a  dial-up  connection.  Even  enough  ;j0n  videoconferencing. 

All  from  one  company,  all  on  one  bill.  And  with  Teligent,  you  ait  months  for  service; 

you're  ready  to  go  in  as  few  as  10  business  days 

©1998  Teligent 
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Get  up  to  30%  off  your  current  rate.  No,  we're  not  kidding. 

This  is  not  an  introductory  claim,  or  some  attempt  at  "new  math."  From  here  on  out,  Teligent  promises 
to  save  you  up  to  30%  on  local  phone  service,  long  distance  and  the  Internet.  We  simply  take  the 
average  of  two  months'  bills,  and  apply  our  discount  to  that  figure.  Larger  companies  have  enjoyed 
substantial  savings  for  years.  Now,  thanks  to  Teligent,  everyone  can. 

Teligent  Chairman  &  CEO, 

Customer  service  that  actually  acknowledges  your  existence. 

Alex  Mandl,  our  CEO,  left  the  presidency  of  AT&T  with  one  mission.  To  give  smaller  companies  the  same  preferential 
treatment  and  responsive  service  as  the  big  guys.  It's  a  philosophy  we  guarantee:  If  during  the  first  90  days  you  want  to 
switch  back  to  your  old  local  service  provider,  we'll  pay  for  it — up  to  $1 ,500.  But  we  doubt  that      ^^N. 
will  happen.  Because  once  you've  experienced  the  power  of  Teligent,  there's  no  going  back.     [■    ii 
Only  forward.  For  more  information,  visit  www.teligent.com.  H&l! 


Teligent 

The  Smart  Way  To  Communicate' 


II 


SONY 


Sony  Electronics  Inc. 

Information  Technologies  of  Amenca 

3300  Zanker  Road 

San  Jose,  CA  95134 

www.sony.com/vaioworld 

©  1998  Sony  Electronics  Inc.  All  rights 
reserved.  Reproduction  in  whole  or  in 
part  without  wntten  permission  is 
prohibited.  Sony,  the  Sony  logo.  VAIO. 
Mavica,  Handycam.  FD  Trinitron 
XBR  and  Trinitron  are  registered 
trademarks  of  Sony  i.UNKj  S-link, 
D-WAVF.  Zuma,  VAIO  World.  VAIO 
Digital  Studio.  Defining  the  Digital 
Future.  DVgate,  HiFD,  P.ctureGear 
MegaStorage.  Digital  Media  Park  and 
IntelkLight  are  tradernrks  of  Sony 
Adobe  and  Premiere  a:e  trademarks  ot 
Adobe  Systems,  be  Features  and 
specifications  are  sublet  to  change 
without  nonce  Non-metnc  weights 
and  measurements  are  approximate 
Pnnted  in  U.S.A. 
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company  can  have  the 

savings  of  a  mega -si  zed  company. 


Get  up  to  30%  off  your  current  rate.  No,  we're  not  kidding. 

This  is  not  an  introductory  claim,  or  some  attempt  at  "new  math."  From  here  on  out,  Teligent  promises 
to  save  you  up  to  30%  on  local  phone  service,  long  distance  and  the  Internet.  We  simply  take  the 
average  of  two  months'  bills,  and  apply  our  discount  to  that  figure.  Larger  companies  have  enjoyed 
substantial  savings  for  years.  Now,  thanks  to  Teligent,  everyone  can. 

Teligent  Chairman  &  CEO, 
Alex  Mandl 


Customer  service  that  actually  acknowledges  your  existence. 

Alex  Mandl,  our  CEO,  left  the  presidency  of  AT&T  with  one  mission.  To  give  smaller  companies  the  same  preferential 
treatment  and  responsive  service  as  the  big  guys.  It's  a  philosophy  we  guarantee:  If  during  the  first  90  days  you  want  to 
switch  back  to  your  old  local  service  provider,  we'll  pay  for  it — up  to  $1 ,500.  But  we  doubt  that 
will  happen.  Because  once  you've  experienced  the  power  of  Teligent,  there's  no  going  back. 
Only  forward.  For  more  information,  visit  www.teligent.com. 

The  Smart  Way  To  Communicate" 
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Patchwork 
of  Old  and  New 


BY    VIRGINIA    POSTREL 


Why  an 

old  te 

is  still 

the 


|F  YOU  want  TO  see  what  progress  really  looks  like,  the  best 
place  to  start  is  an  81 -year-old  telescope. 

The  Mount  Wilson  Observatory  sits  on  a  mountain 
above  Los  Angeles,  where  the  city's  infamous  inversion 
layer  makes  the  air  still  and  clear,  the  best  "seeing"  in 
North  America.  The  100-inch  Hooker  telescope  is  an  engi- 
neering marvel,  the  largest  telescope  in  the  world  when  it 
opened  in  1917.  Every  bolt,  rivet,  and  sheet  of  steel  —  not 
to  mention  the  9,000-pound,  precisely  ground  mirror  —  had 
to  be  hauled  up  the  mountain  on  a  steep 
road  that  was  barely  more  than  a  wide 
hiking  trail.  The  vast  dome  was  built  in 
Chicago,  disassembled,  and  rebuilt  on 
the  mountain;  the  telescope  tube  came 
through  the  Panama  Canal  from  a  Mass- 
achusetts shipyard  that  normally  built 
battleships.  The  tube,  which  weighs  100 
tons,  moves  smoothly,  almost  silently,  on 
a  film  of  mercury,  controlled  by  hand-finished  gear  works  as 
precise  as  a  Swiss  watch  but  several  hundred  times  larger.  You 
can  still  direct  the  telescope  the  old-fashioned  way,  with  brass 
buttons  and  a  carefully  calibrated  prism  system. 

Here,  in  the  1920s,  Edwin  Hubble  sat  night  after  cold  night 
in  a  rickety  bentwood  chair,  always  dressed  properly  in  a  suit 
and  tie,  taking  pictures  of  the  sky.  In  those  pictures,  our 
universe  for  the  first  time  in  human  imagination  became  infi- 
nite and  expanding.  Hubble's  observations  showed  the  Milky 
Way  to  be  not  the  whole  of  creation  but  one  galaxy  among 
hundreds  of  billions  —  all  of  them  apparently  racing  away 
from  ours.  The  static  universe  vanished.  Even  the  stars,  it 
seemed,  had  a  history.  Time,  which  had  crept  into  geology  and 
biology  in  the  18th  and  19th  centuries,  entered  the  cosmos. 
Mount  Wilson  would  make  a  fine  museum,  a  monument 
to  the  age  of  brass  and  steel.  And  in  one  view  of  progress, 
that's  all  the  old  observatory  could  ever  be  today:  either  pre- 
served for  the  ages  as  pristine  and  authentic  as  in  Edwin  Hub- 
ble's day,  or  scrapped  as  obsolete.  Progress  in  this  view  is  — 
to  its  critics  and  fans  alike  —  a  process  that  destroys  what  has 
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gone  before.  It  proceeds  by  starting  over. 

In  Hubble's  own  time,  leading  thinkers  imagined  progress 
as  a  series  of  discrete  and  largely  static  stages,  each  obliter- 
ating the  last.  "By  this  immense  step  in  evolution,  so  brutal 
and  so  overwhelming,  we  burn  our  bridges  and  break  with 
the  past,"  declared  Le  Corbusier  in  his  1929  urban  plan- 
ning manifesto,  The  City  of  Tomorrow.  "Our  world,  like  a 
charnel-house,  is  strewn  with  the  detritus  of  dead  epochs," 
he  wrote.  "The  great  task  incumbent  on  us  is  that  of  making 
a  proper  environment  for  our  existence, 
X|-yP2f-  and  clearing  away  from  our  cities  the 
dead  bones  that  putrefy  in  them." 

Although  it  sounds  revolutionary,  even 
violent,  this  is  the  vision  of  progress  we 
have  come  to  take  for  granted  in  the  20th 
century.  Marxists  believed  in  determin- 
istic stages,  ending  with  the  dictatorship 
of  the  proletariat.  Even  non-Marxists  and 
nondeterminists  believed  that  progress  meant  controlling  the 
future,  plotting  it  out  in  advance,  and  eliminating  the  detri- 
tus of  the  past.  The  goal  was,  in  one  historian's  aptly  para- 
doxical phrase,  "kinetic  change  made  stable"  —  progress  that 
is  simultaneously  radical  and  predictable.  In  7939:  The  Lost 
World  of  the  Fair,  David  Gelernter,  a  computer  scientist 
by  trade,  writes  wistfully  that  "people  had  the  remarkable 
idea  that  they  could  build  the  future:  ponder  it,  design  it, 
construct  it.  We  feel  differently  today.  We  have  little  sense 
of  control  over  the  future."  Gelernter's  hero  is  the  "nearly  un- 
stoppable" Robert  Moses,  who  remade  New  York  City  as  ruth- 
lessly as  Le  Corbusier  wanted  to  remake  Paris,  eradicating 
neighborhoods  with  little  regard  for  the  cost  in  money  or  lives. 
The  hold  exerted  by  the  idea  of  progress-as-stages  explains 
why,  when  Disneyland  opened  a  revamped  Tomorrowland 
in  May,  the  near  universal  media  spin  was  that  the  park  no 
longer  believed  in  a  bright  future.  In  designing  its  new  attrac- 
tions, Disney  had  jettisoned  the  "one  best  way"  of  modernism 
in  favor  of  a  "culture  of  futures"  that  included  reminders  of 
the  past.  It  no  longer  imagined  tomorrow  as  uniform  >202 
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Morse's  telegraph.  Bell's  telephone.  There  have  only  been  a  few  extraordinary  moments  in  the  history  of 
communications.  And  this,  we  not-so-humbly  declare,  is  one  of  them.  Because  Teligent  has  arrived.  Which 
means  small  and  mid-sized  companies  now  have  an  amazingly  powerful  alternative  to  their  regular  phone 
company.  And  a  great  new  tool  that  will  make  them  more  productive — and  competitive— than  ever  before. 


Local,  long  distance,  Internet  and  more.  From  one  company,  on  one  bill. 

Until  now,  only  the  largest  companies  could  have  real  communications  power.  No  longer.  With  our  12-inch  antenna 

on  the  roof  of  your  office  building,  Teligent  DigitalWa'  ohnology  gives  you  many  of  the  advantages 

of  a  fiber-optic  connection.  High-quality  local  and  lo  i  phone  service.  Internet  access  that's  up 

to  100  times  faster  than  a  dial-up  connection.  Fver  idth  for  full-motion  videoconferencing. 

All  from  one  company,  all  on  one  bill.  And  wit*  T*  (  have  to  wait  months  for  service; 

you're  ready  to  go  in  as  few  as  10  business 
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company  can  have  the 

savings  of  a  mega-sized  company. 


Get  up  to  30%  off  your  current  rate.  No,  we're  not  kidding. 

This  is  not  an  introductory  claim,  or  some  attempt  at  "new  math."  From  here  on  out,  Teligent  promises 
to  save  you  up  to  30%  on  local  phone  service,  long  distance  and  the  Internet.  We  simply  take  the 
average  of  two  months'  bills,  and  apply  our  discount  to  that  figure.  Larger  companies  have  enjoyed 
substantial  savings  for  years.  Now,  thanks  to  Teligent,  everyone  can. 

Teligent  Chairman  &  CEO, 

Customer  service  that  actually  acknowledges  your  existence. 

Alex  Mandl,  our  CEO,  left  the  presidency  of  AT&T  with  one  mission.  To  give  smaller  companies  the  same  preferential 
treatment  and  responsive  service  as  the  big  guys.  It's  a  philosophy  we  guarantee:  If  during  the  first  90  days  you  want  to 
switch  back  to  your  old  local  service  provider,  we'll  pay  for  it — up  to  $1 ,500.  But  we  doubt  that      ^^"N. 
will  happen.  Because  once  you've  experienced  the  power  of  Teligent,  there's  no  going  back,     f  mm    ■■ 
Only  forward.  For  more  information,  visit  www.teligent.com.  Icrll 
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f  you  want  to  see  what  progress  really  looks  like,  the  best 
place  to  start  is  an  8 1  -year-old  telescope. 

The  Mount  Wilson  Observatory  sits  on  a  mountain 
above  Los  Angeles,  where  the  city's  infamous  inversion 
layer  makes  the  air  still  and  clear,  the  best  "seeing"  in 
North  America.  The  100-inch  Hooker  telescope  is  an  engi- 
neering marvel,  the  largest  telescope  in  the  world  when  it 
opened  in  1917.  Every  bolt,  rivet,  and  sheet  of  steel  —  not 
to  mention  the  9,000-pound,  precisely  ground  mirror — had 
to  be  hauled  up  the  mountain  on  a  steep 
road  that  was  barely  more  than  a  wide 
hiking  trail.  The  vast  dome  was  built  in 
Chicago,  disassembled,  and  rebuilt  on 
the  mountain;  the  telescope  tube  came 
through  the  Panama  Canal  from  a  Mass- 
achusetts shipyard  that  normally  built 
battleships.  The  tube,  which  weighs  100 
tons,  moves  smoothly,  almost  silently,  on 
a  film  of  mercury,  controlled  by  hand-finished  gear  works  as 
precise  as  a  Swiss  watch  but  several  hundred  times  larger.  You 
can  still  direct  the  telescope  the  old-fashioned  way,  with  brass 
buttons  and  a  carefully  calibrated  prism  system. 

Here,  in  the  1920s,  Edwin  Hubble  sat  night  after  cold  night 
in  a  rickety  bentwood  chair,  always  dressed  properly  in  a  suit 
and  tie,  taking  pictures  of  the  sky.  In  those  pictures,  our 
universe  for  the  first  time  in  human  imagination  became  infi- 
nite and  expanding.  Hubble's  observations  showed  the  Milky 
Way  to  be  not  the  whole  of  creation  but  one  galaxy  among 
hundreds  of  billions  —  all  of  them  apparently  racing  away 
from  ours.  The  static  universe  vanished.  Even  the  stars,  it 
seemed,  had  a  history.  Time,  which  had  crept  into  geology  and 
biology  in  the  18th  and  19th  centuries,  entered  the  cosmos. 
Mount  Wilson  would  make  a  fine  museum,  a  monument 
to  the  age  of  brass  and  steel.  And  in  one  view  of  progress, 
that's  all  the  old  observatory  could  ever  be  today:  either  pre- 
served for  the  ages  as  pristine  and  authentic  as  in  Edwin  Hub- 
ble's day,  or  scrapped  as  obsolete.  Progress  in  this  view  is  — 
to  its  critics  and  fans  alike  —  a  process  that  destroys  what  has 
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gone  before.  It  proceeds  by  starting  over. 

In  Hubble's  own  time,  leading  thinkers  imagined  progress 
as  a  series  of  discrete  and  largely  static  stages,  each  obliter- 
ating the  last.  "By  this  immense  step  in  evolution,  so  brutal 
and  so  overwhelming,  we  burn  our  bridges  and  break  with 
the  past,"  declared  Le  Corbusier  in  his  1929  urban  plan- 
ning manifesto,  The  City  of  Tomorrow.  "Our  world,  like  a 
charnel-house,  is  strewn  with  the  detritus  of  dead  epochs," 
he  wrote.  "The  great  task  incumbent  on  us  is  that  of  making 
a  proper  environment  for  our  existence, 
0  I  "  V  6  3  f  "  anc*  c'earmg  away  from  our  cities  the 
dead  bones  that  putrefy  in  them." 

Although  it  sounds  revolutionary,  even 
violent,  this  is  the  vision  of  progress  we 
have  come  to  take  for  granted  in  the  20th 
century.  Marxists  believed  in  determin- 
istic stages,  ending  with  the  dictatorship 
of  the  proletariat.  Even  non-Marxists  and 
nondeterminists  believed  that  progress  meant  controlling  the 
future,  plotting  it  out  in  advance,  and  eliminating  the  detri- 
tus of  the  past.  The  goal  was,  in  one  historian's  aptly  para- 
doxical phrase,  "kinetic  change  made  stable"  —  progress  that 
is  simultaneously  radical  and  predictable.  In  1939:  The  Lost 
World  of  the  Fair,  David  Gelernter,  a  computer  scientist 
by  trade,  writes  wistfully  that  "people  had  the  remarkable 
idea  that  they  could  build  the  future:  ponder  it,  design  it, 
construct  it.  We  feel  differently  today.  We  have  little  sense 
of  control  over  the  future."  Gelernter's  hero  is  the  "nearly  un- 
stoppable" Robert  Moses,  who  remade  New  York  City  as  ruth- 
lessly as  Le  Corbusier  wanted  to  remake  Paris,  eradicating 
neighborhoods  with  little  regard  for  the  cost  in  money  or  lives. 
The  hold  exerted  by  the  idea  of  progress-as-stages  explains 
why,  when  Disneyland  opened  a  revamped  Tomorrowland 
in  May,  the  near  universal  media  spin  was  that  the  park  no 
longer  believed  in  a  bright  future.  In  designing  its  new  attrac- 
tions, Disney  had  jettisoned  the  "one  best  way"  of  modernism 
in  favor  of  a  "culture  of  futures"  that  included  reminders  of 
the  past.  It  no  longer  imagined  tomorrow  as  uniform  >202 
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<  201  or  wholly  new.  That  meant,  cultural  critics  intoned,  that 
the  park  had  rejected  "the  illusion  of  evolution  as  progress" 
and  adopted  their  own  view  of  technology  as  "a  killing  thing." 
To  such  technophobes,  the  obvious  alternative  to  oblit- 
erating the  past  is  preserving  it:  rejecting  new  ideas  and 
turning  the  world  into  a  museum;  keeping  buildings,  tech- 
nologies, business  practices,  and  social  customs  just  the  way 
they  are,  or  used  to  be. 
We  must  choose,  say 
both  technocratic  plan- 
ners and  their  reac- 
tionary counterparts, 
between  reinventing  the 
world  and  changing 
nothing  at  all.  We  must 
pick  one  discrete  stage 
or  another.  The  debate 
about  progress,  in  this 
case,  is  a  debate  over 
two  essentially  static 
notions.  We  will  either 
construct  a  neatly  designed  future  or  return  to  the  past,  either 
control  progress  or  eliminate  it. 

This  assumption  crops  up  often  in  discussions  of  the  "new 
economy,"  whether  coming  from  boosters  such  as  Al  Gore 
and  Newt  Gingrich  or  detractors  such  as  Pat  Buchanan  and 
Jeremy  Rifkin.  It  is  present  in  every  popular  invocation  of 
"paradigm  shifts"  — the  notion  that  we  lurch  from  one  way 
of  thinking  or  acting  to  a  completely  different  one.  Thomas 
Kuhn's  original  idea  of  paradigms,  a  theory  of  how  science 
works,  was  more  relativist  than  progressive.  But  in  the  cliches 
of  American  business  jargon,  every  "new  paradigm"  is 
assumed  both  to  overthrow  and  to  better  what  came  before. 
Starting  from  scratch  —  treating  organizations  as  if  their  his- 
tories didn't  exist— is  the  ideal  form  of  "reengineering."  And, 
of  course,  every  management  innovation  or  new  technology 
constitutes  a  "revolution." 

All  of  this  is  simply,  and  profoundly,  wrong.  It  completely 
misunderstands  how  progress  occurs  and  how  civilizations 
learn.  It  ignores  the  lived  experience  of  business,  science, 
technology,  art,  and  culture.  It  devalues  adaptability  and 
resilience,  experience  and  experimentation.  It  gives  rhetori- 
cal aid  and  comfort  to  the  enemies  of  creativity,  enterprise, 
and  progress.  Encountering  the  unplanned,  incremental, 
dispersed,  and  unpredictable  way  important  innovations 
really  occur,  it  encourages  panic  and  rejection. 

And,  this  worldview  doesn't  explain  why  Mount  Wilson 
is  not  a  museum  but  a  working  observatory  doing  cutting- 
edge  research  on  state-of-the-art  instruments.  To  understand 
that,  we  need  a  different  concept  of  progress. 

Astronomers  find  the  atmosphere  a  pesky  thing.  It  inter- 
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feres  with  starlight,  turning  what  should  be  a  clean,  sharp 
point  into  a  wrigghng  blur,  zipping  around  like  an  amoeba 
on  their  computer  screens.  The  best  "seeing,"  therefore,  is  in 
space,  away  from  the  distortions  of  earth's  air:  hence,  the 
Hubble  space  telescope. 

But  cleverness  can  substitute  for  space  travel.  Way  back 
in  1953,  a  Mount  Wilson  astronomer  named  Horace  Bab- 
cock  envisioned  how  sharp  images 
might  be  gathered  by  measuring  those 
ever-changing  atmospheric  distor- 
tions and  correcting  for  them  in 
real  time.  Technology  finally  caught 
up  with  Babcock's  vision,  and  in  1995 
the  observatory  realized  his  dream. 
Edwin  Hubble's  old  instrument  now 
sees  as  sharply,  if  not  as  far,  as  his 
orbiting  namesake. 

The  trick  lies  in  an  adaptive-optics 
system  that  first  interprets  the  light 
coming  in,  dividing  it  into  hundreds 
of  separate  beams,  and  then  computes 
how  a  mirror  would  have  to  warp  so  that  all  of  them  would 
come  out  straight.  Sitting  now  where  Hubble  once  put  his 
photographic  plates  is  just  such  a  deformable  mirror,  perched 
atop  250  tiny  electronic  pistons  that  wrinkle  its  surface  a  few 
wavelengths  at  a  time.  The  mirror  instantaneously  takes  the 
jumble  out  of  starlight,  allowing  astronomers  to  map  aster- 
oids in  detail  and  detect  double  stars  in  what  before  looked 
like  single  blobs.  Thus,  to  the  power  of  the  old  telescope's 
brass  and  steel  has  been  added  the  speed  and  power  of  silicon. 
This  patchwork  of  old  and  new  is  extraordinarily  efficient. 
Says  Deputy  Director  Sallie  Baliunas,  "You  get  images  here, 
from  a  telescope  on  the  ground,  as  sharp  as  if  the  telescope 
were  in  space  —  for  a  capital  cost  of  $3  million."  By  com- 
parison, a  space  shuttle  launch  runs  almost  half  a  billion 
dollars,  a  rocket  launch  $100  million.  In  this  and  other  ways, 
the  observatory  is  adapting  its  fine  old  equipment,  crisp 
air,  and  convenient  site  to  become  a  center  for  low-cost,  high- 
resolution  astronomy.  "Technology  is  making  niches,  as 
usual,"  says  Baliunas,  "and  this  is  our  niche." 

Adaptability,  niches,  and  incremental  advances  provide  a 
far  truer  picture  of  progress.  We  learn  and  improve  not  by 
destroying  the  past  but  by  enriching  and  improving  on  it — 
often  in  ways  that  are  neither  predictable  nor  uniform.  The 
practical  bi  icolage  that  adds  computerized  pointing  to  brass- 
and-prism  controls  and  straps  high  tech  optics  on  an  old- 
fashioned  telescope  defies  "rational"  planning. 

In  the  words  of  philosopher  of  science  Stephen  Toulmin, 

"There  is  no  scratch."  Progress,  whether  in  intellectual  theory 

or  literal  nuts  and  bolts,  must  start  with  the  world  as  it  exists. 

Imin  observes  in  Cosmopo/is,"The  belief  that,  by  cutting 
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ourselves  oft  from  the  inherited  ideas  of  our  cultures,  we  can 
"clean  the  slate  and  make  a  fresh  start,  is  as  illusory  as  the  hope 
for  a  comprehensive  system  of  theory  that  is  capable  of  giving 
us  timeless  certainty  and  coherence."  To  those  whose  notions 
of  rationality  require  systematic  certainty,  this  is  a  disturb- 
ing concept.  But  it  makes  incremental  progress  possible,  and 
both  theory  and  practice  more  resilient.  Instead  of  cleaning 
the  slate  every  time  we  discover  a  mistake  or  a  flaw,  we  can 
make  small  adjustments.  And  we  can  benefit  from  history. 

History  thus  provides  the  raw  materials  on  which  the 
combinatorial  process  of  improvement  depends.  The  more 
we  inherit,  the  more  we  can  create.  "The  vast  number  of 
things  that  exist  in  the  world  today  ensures  that  there  will 
be  ever  more  tomorrow,  for  virtually  every  existing  thing  is 
fair  game  to  come  under  the  scrutiny  of  someone  restless 
and  discontented  who  does  not  think 
'well  enough'  is  sufficiently  free  of 
faults,"  writes  civil  engineering  profes- 
sor Henry  Petroski. 

"Form  follows  failure"  is  how  Pet- 
roski sums  up  the  process:  We  look  for 
ways  to  improve  what  already  exists. 
This  modest  maxim  is  a  stark  contrast 
to  the  starting-from-scratch  dictates  of 
"form  follows  function."  But  it  can  pro- 
duce powerful  results:  Witness  the 
Mount  Wilson  telescope.  This  incre- 
mental idea  of  progress  acknowledges 
that  life  will  never  be  perfect,  that  any 
improvement  requires  ingenuity  and 
work,  and  that  different  people  have  dif- 
ferent notions  of  what  constitutes  both 
"failure"  and  improvement.  While  opti- 
mistic, it  is  not  Utopian. 

To  take  a  more  contemporary  exam- 
ple, Internet  bookseller  Amazon.com 
ldoks  novel  compared  to  its  store-based 
competitors.  As  a  startup,  Amazon 
could  tune  its  procedures,  cost  struc- 
tures, and  corporate  culture  to  a  new 
technological  environment.  But  the 
company  didn't  really  start  from 
scratch.  Its  business  model  depended 
on  the  prior  existence  not  only  of  the  World  Wide  Web  but 
of  reliable  credit  card  and  shipping  services  and  of  an  effi- 
cient national  book  distributor,  Ingram  Book  Group. 

By  their  very  nature,  inventors  take  advantage  of  what 
already  exists,  an  opportunity  that  increases  over  time.  The 
more  ideas  and  inventions  we  have  available  to  combine,  the 
more  creative  we  can  be.  Progress  is,  in  this  sense,  a  matter 
of  producing  ever  more  components  for  future  creations. 


In  the  19th  century,  business  innovators  often  had  to  create 
whole  systems  —  feedlots  and  refrigerator  cars  to  complement 
meatpacking  plants,  for  instance  —  because  the  institutional 
infrastructure  wasn't  yet  there.  Today's  most  successful  cre- 
ators can  target  niches,  some  of  them  quite  narrow,  that 
complement  other  products  and  institutions. 

Such  combined  innovation  not  only  fits  new  ideas  into 
established  structures,  it  encourages  additional,  complemen- 
tary niches  to  form.  The  World  Wide  Web  was  built  on  top 
of  the  Internet's  more  general  protocols.  It  expanded  rapidly 
in  large  part  because  its  hyperlink  structure  was  invented 
before  browsers  or  search  engines,  which  evolved  to  make  it 
work  better.  Nobody  had  to  figure  out  everything  ahead  of 
time.  By  contrast,  Project  Xanadu  —  Ted  Nelson's  attempt 
at  a  complete,  ground-up,  perfectly  engineered  (in  his  words) 

"instantaneous  elec- 
tronic literature;  the 
most  audacious  and 
specific  plan  for  knowl- 
edge, freedom  and  a 
better  world  yet  to 
come  out  of  comput- 
erdom; the  original 
(perhaps  the  ultimate) 
hypertext  system"  — 
has  yet  to  be  realized 
after  decades  of  effort. 
Plunging  ahead  with- 
out knowing  what  the 
next  stage  of  evolution 
is  supposed  to  look 
like  strikes  technocrats, 
dedicated  to  progress- 
as-stages,  as  wasteful 
and  irresponsible,  an 
adolescent  refusal  to 
accept  the  need  for 
planning  and  control. 
David  Gelernter  criti- 
cizes personal  com- 
puter makers  for  mar- 
keting hardware  with 
no  predetermined  pur- 
pose: "The  whole  idea  of  the  killer  app  is  if  I'm  a  hardware 
company  I  can  build  a  computer  with  no  plans  for  it  what- 
soever—  put  it  out  there  with  absolutely  no  intention  of  any- 
thing in  particular  for  it  to  do  —  and  I  assume  that  killer  app 
will  materialize  from  the  atmosphere,"  he  says  contemptu- 
ously. "And  so  far  it  always  has."  The  result,  he  claims,  is 
that  software  is  "completely  chaotic,"  lacking  an  overall  intel- 
lectual structure.  P-204 
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<  203  Progress  without  control,  like  order  without  design, 
is  a  hard  concept  for  our  public  rhetoric  —  and  most  of  our 
public  intellectuals  —  to  grasp.  The  heyday  of  technocracy 
taught  us  that  progress  was  the  Manhattan  Project  and  Apollo 
to  the  moon:  bureaucratically  managed  programs  aimed  at 
specific  goals,  with  each  step  plotted  in  advance.  Progress,  we 
came  to  assume,  meant  no  accidents,  no  surprises,  and  no  mis- 
takes. No  exploding  Challenger  space  shuttle.  Its  neat  fables 
omitted  the  messy,  disruptive,  sometimes  dangerous  trial-and- 
error  process  that  gave  us  contact 
lenses,  the  Chicago  Board  of  Trade, 
supermarkets,  and  the  movies. 

Gripped  by  the  idea  that  prog- 
ress meant  large  public  works,  we 
failed  to  appreciate  improvements 
in  small  things:  unbreakable  sham- 
poo bottles  and  ever  lighter  soda 
cans;  all  the  world's  music  made 
portable  and  inexpensive;  $20  halo- 
gen floor  lamps  and  crystal-clear 
long-distance  calls;  Post-it  notes 
and  decent  pizza  outside  New  York. 
In  love  with  computers,  we  forgot 
that  someone  had  to  invent  the 
mouse  pad,  and  that  that  invention, 
too,  was  progress.  By  jerking  prog- 
ress out  of  time  and  circumstance, 
we  lost  much  of  its  texture  and 
meaning.  We  became  vulnerable  to 
the  claim  that  progress  is  merely  a 
myth,  technology  inevitably  treach- 
erous, and  aspiration  unseemly  — "one  of  the  diseases  of 
modern  life,"  as  a  conservative  philosopher  puts  it. 

The  result  is  a  dangerous  gap  in  our  political  discourse. 
We  have  no  good  way  to  defend  progress  without  talking 
about  stages:  "the  information  age,"  "the  digital  revolution," 
"the  postindustrial  age,"  "the  age  of  global  competition."  It 
all  sounds  scary,  mechanical,  and  deterministic.  And  it  would 
be,  if  true.  But  in  fact  progress  is  incremental  and  unpre- 
dictable—a  process  whose  cumulative  effects  are  worth  cele- 
brating but  whose  course  is  continuously  changing.  Progress, 
in  this  view,  is  not  a  matter  of  marching  toward  Utopia,  step 
by  predetermined  step,  but  the  sum  of  countless  parallel  indi- 
vidual searches,  each  aimed  at  greater  knowledge  or  happiness. 
Unfortunately,  this  dynamic  vision  lacks  a  public  vocab- 
ulary. And  it  frustrates  the  power  fantasies  of  those  who  find 
satisfaction  not  in  local  improvements  but  in  global  reengi- 
neering."How  do  we  smash  this  particular  system  and  build 
an  alternative  we  can  be  proud  of?"  asks  Gary  Chapman,  for- 
mer executive  director  of  Computer  Professionals  for  Social 
Responsibility  and  prominent  technology  critic.  The  static 
model  has  broad  appeal.  It  particularly  comforts  those  whose 
minds  crave  unitary  meaning  in  human  affairs  and  fear  a 
future  of  endless,  decentralized,  unpredictable  innovation 
and  adaptation.  So  dynamism  is  frequently  misunderstood, 
ridiculed,  or  condemned  by  people  who  cannot  bear  the 
thought  of  progress  without  control. 


Advocating  "a  return  to  national  greatness"  led  by  an 
"energetic  government,"  writer  David  Brooks  complains,  "We 
no  longer  look  at  history  as  a  succession  of  golden  ages. 
Instead,  history  is  something  of  a  chaos;  cultures  bubble  about 
in  a  relativistic  stew.  Historians  do  not  measure  cultures  by 
their  contribution  to  one  central  world  civilization."  Pat 
Buchanan  asserts,  "Mankind's  got  to  control  science,  not  the 
other  way  around." 

The  French  bureaucrat  Jacques  Attali  warns  that  market 
dynamism,  the  decentralizing  power 
of  the  Internet,  and  the  mobility  of 
"high-tech  nomads"  are  eroding 
the  ability  of  political  elites  to  en- 
force collective  decisions.  "Under 
such  circumstances,"  he  warns,  . 
"Western  civilization  is  bound  to 
collapse."  British  critics  Richard 
Barbrook  and  Andy  Cameron  mock 
cyberculture,  with  its  notion  of 
uncontrolled  progress,  as  both 
"utopian"  and  "atavistic,"  an  expres- 
sion of  adolescent  California  cul- 
ture. We  must,  they  say,  "reassert 
the  possibility  of  rational  and  con- 
scious control  over  the  shape  of  the 
digital  future."  On  a  more  mundane 
level,  we  take  for  granted  that  every 
new  problem  will  provoke  imme- 
diate calls  for  government  to 
impose  a  unitary  solution.  "As  the 
president  said,  we  need  a  compre- 
hensive system,  one  that's  been  worked  out,  that's  afford- 
able and  has  national  standards,"  declared  a  magazine  editor 
discussing  day  care  on  CNN. 

To  dynamism's  critics,  it  is  immature  to  expect  institutions 
to  evolve  over  time,  to  allow  experimentation  and  adapta- 
tion to  address  the  problems  new  technologies  bring.  Faced 
with  these  issues — porn  on  the  Internet,  consumer  data  col- 
lected by  Web  sites,  technology  haves  and  have-nots  —  they 
demand  solutions  right  now.  They  cannot  stand  the  idea  that 
diversity  and  choice,  rather  than  "a  comprehensive  system," 
might  make  people  better  off.  But  in  the  real  world,  people 
have  many  different  goals,  and  we  don't  know  all  the  answers 
in  advance.  Risk  is  inescapable,  pluralism  is  essential,  there 
is  no  alternative  to  experimentation,  and  solutions  take  time. 
There  is  no  scratch,  and  stages  are  an  illusion.  But  progress 
is  real.  From  Edwin  Hubble's  telescope  —  its  eyesight  sharp- 
ened, its  mirror  still  girded  in  steel  and  floating  on  mercury — 
astronomers  see  things  no  human  being  has  seen  before. 
At  the  place  where  the  cosmos  claimed  its  history,  old  and 
new  coexist,  each  enriching  the  other.  In  such  unpredictable 
partnerships  lie  the  secret  of  how  civilizations  learn.  From 
the  top  of  Mount  Wilson,  we  too  can  discover  the  meaning 
of  time.  ■ 


is  ..  contributing  writer  to  Forbes  ASAP.  Her  latest  book, 
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I  nterpris        id  Progress,  hasjust  been  published  by  The  Free  Press. 
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People  who  can  watch  any  TV 
want  to  watch  Hitachi  UltraVision. 
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!  on  Hitachi  UltraVision  is  so  stunning  it  is  bound  to  attract  a  ci 


exceptional  brightness  ana  ciarity.  Ana  Hitachi's  Magic  Focus,  the  world's  only  automatic  convergence 

system,  ensures  perfect  focus  to  keep  the  picture  super  sharp  and  clear.  Once  you  see  Hitachi 

UltraVision  for  yourself,  you'll  wonder  why  anyone  would  want  to  watch  anything  else. 
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Things  you  won't  need  to  install  a 
Symphony  cordless  home  network. 


First,  came  the  cordless  phone.  Now,  Proxim 
introduces  the  cordless  computer  network  for 
the  home.  Now  you  can  get  all  the 

benefits  of  high  speed  home  net- 
working without  the  hassles 
of  installing  a  wired   net- 
work or  the  high  cost  of  having 
someone  else  do  it  for  you. 

Plug  into  the  Proxim  Symphony™cordless 
home  network.  It  uses  secure  radio  tech- 
nology _  not  cables  —  to  network  your 
computer  at  a  fast  1.6  Mbps  data  rate. 

Symphony  networking  means  you  can  share  print- 
ers, files  and  modems  just  like  a  regular  Ethernet 
network.  Even  better,  Symphony  lets  you  share  your 
Internet  connection  simultaneously  among  all  the 


computers  in  your  home  —  with  only  one  ISP  account, 
one  phone  line  and  one  modem. 

With  Symphony,  you're  in  charge:  put  your  com- 
puters and  peripherals  where  you  want,  not 
where  your  phone  jacks  dictate.  Symphony  will 
cover  virtually  any  home  and  its 
immediate  surroundings.  If 
you're  a  laptop  user,  you  can 
even  surf  the  Web  or  send 
email  from  your  couch,  kitchen 
table,  bedroom  or  patio! 
So  save  your  tools  for  more  important  projects. 
Check  out  the  Proxim  Symphony  cordless  home  net- 
working solution  —  and  where  you  can  buy  it  —  at 
www.proxim.com/symphony6.  Or,  call  us  at 
1-888-549-3752  for  full  details. 
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Shot  Clock 


BY   SHAQUILLE   O'NEAL 


hen  I  was  a  kid,  I  dreamed  of  being  a  basketball 
star  or  one  of  my  favorite  rappers.  I  remember 
walking  to  the  park  with  a  basketball  in  one  hand, 
a  boom  box  in  the  other,  being  young  and  having 
fun.  All  day  we  would  blast  music  and  play  hoops. 
With  God's  blessing  and  being  raised  by  two 
loving  parents,  both  of 
those  dreams  came  true. 

My  career  is  taking  place 
in  an  exciting  time,  when 
sports  and  entertainment 
are  converging.  That  con- 
vergence opens  up  endless 
possibilities  for  me.  While 
I'm  not  exactly  a  pioneer, 
I  do  enjoy  being  the  first 
to  do  new  things.  My  dad 
always  has  said, "Be  a  leader, 
not  a  follower."  I  am  trying 
to  follow  his  advice  by 
stretching  the  limits  of  what 
an  athlete  can  achieve  in 
entertainment,  business,  and 
charitable  work.  Don't  get 
me  wrong,  basketball  is  my 
number-one  priority,  but 
when  a  great  opportunity 
presents  itself,  I  believe  in 
taking  advantage  of  it. 

I  have  been  criticized 
for  doing  "too  much,"  but  I 
think  of  myself  as  being 
a  productive  person  —  a 
Renaissance  man.  While 
some  guys  do  other  things 
or  just  chill,  I  fill  my  days 
with  projects  that  are  im- 
portant to  me.  However,  the 
only  way  I  can  effectively  manage  all  of  my  different  inter- 
ests is  by  prioritizing  and  using  technology  to  enhance 
my  capabilities. 

During  the  season  I  have  very  little  time  for  anything  but 
basketball  —  we  play  about  100  games,  not  including  prac- 
tice days  and  travel.  My  life  is  a  whirlwind  and  I  rely  heav- 
ily on  mobile  computing  to  maintain  my  business,  personal, 
and  social  relationships.  I  talk  on  a  mobile  phone  on  the  team 
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One  digital  day  in  the  life 
of  a  7-foot-tall  gear  head 


bus  and  use  portable  computing  devices  to  do  everything 
from  sending  and  receiving  email  to  keeping  my  schedule 
and  finding  important  phone  numbers.  "I  can't  find  Halle 
Berry's  number;  I  wonder  what  I  did  with  it?" 

The  off-season  also  presents  a  time-management  chal- 
lenge. What  I  have  learned  is  that  there  is  nearly  as  much 

pressure  managing  time  off 
the  court  as  there  is  with  30 
seconds  left  in  a  tie  game. 
In  the  game  of  what  I  call 
ISTL  (individual  summer 
time  life),  I  can't  rely  on 
teammates,  spin  moves,  and 
quick  passes  to  work  the 
clock,  so  I  use  technology  to 
manage  my  time. 

Being  a  member  of  the 
RIF  (Reading  Is  Fundamen- 
tal) program,  I  encourage 
kids  to  read  a  lot.  My  par- 
ents encouraged  me  to  read 
and  to  educate  myself.  Fol- 
lowing their  advice,  I've 
always  tried  to  read  to  bet- 
ter myself.  One  book  that's 
made  a  difference  in  my 
life  is  Stephen  Covey's  First 
Things  First.  Covey  com- 
pares "time  management"  to 
filling  a  jar  with  rocks,  peb- 
bles, and  sand.  His  analogy 
is  that  rocks,  which  rep- 
resent the  most  important 
things  in  life,  need  to  be 
placed  in  the  jar  first;  then 
you  can  add  pebbles  and 
sand,  representing  less  im- 
portant things,  around  the 
rocks.  If  you  begin  by  filling  your  jar  with  sand,  he  says,  there 
won't  be  room  for  the  rocks,  and  you  will  miss  out  on 
the  really  important  things  in  life. 

Technology  allows  me  to  manage  everything  in  my 
jar  electronically.  Take  as  an  example  my  schedule  today, 
a  typical  day  in  the  off-season.  I  am  on  an  East  Coast  tour 
to  promote  my  new  rap  album,  Respect.  I  have  a  workout, 
shooting  practice,  interviews,  a  meeting,  and  two  >236 
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Quick  Wit 

BY   TOM    PETERS 


This  is  ridiculous.  You  can't  write  about  time.  Time  is 
everything.  Time  is  life.  How  the  hell  do  you  write  about 
it? 
Time  is  elastic.  (And  that's  about  all  you  have  to 
know.)  In  a  crisis,  a  moment  is  a  month.  Literally. 
(Try  getting  locked  in  a  toilet  stall  in  Rio  de  Janeiro.) 
As  you  get  older,  a  month  is  a 
moment.  Literally. 

Paradox.  Now:  New  York 
to  Johannesburg...  14  hours, 
35  minutes... nonstop.  Sinuses 
are  nuked  after  10  hours 
in  the  air.  Here  (J'burg)  for 
an  all-day  seminar.  Do  the 
Tom's- world-is- turning- 
upside-down  gig.  Five  hun- 
dred people.  It  ain't  San  Jose. 
South  African  unemployment 
running  at  33%.  (Sorta.  Cour- 
tesy of  a  statistical  sleight  of 
hand,  the  government  has  just 
knocked  it  down  to  20%  by 
dumping  all  those  who  have 
given  up  even  trying  to  get  a 
job.  Talk  about  "elastic"  con- 
cepts.) Illiteracy  is  sky-high. 
Morning  speed-walk  past 
armed  fortresses  (commonly 
called  houses),  most  bearing 
signs  that  read  "Armed  Response  to  Radio  Signal." 
Lovely.  And  my  event,  in  this  surreal  setting?  Sponsored  by 
Baan,  the  "little"  company  from  nowheresville,  Holland  — 
with  a  market  cap  of  about  $6  billion  — and  a  real  contender/ 
comer  in  the  crowded  ERP  (Enterprise  Resource  Planning) 
market.  Time?  Unemployment  time?  Or— picosecond-Baan- 
world-time?  I  dunno.  And  I  don't  know  what  to  say  in  my 
seminar,  either... 

Timeless.  I  muddle  through.  A  few  sweet  spots  in  the  sem- 
inar. Back  to  J'burg  airport.  VIP  lounge.  Spend  an  unplanned 
hour— seemed  like  a  minute  — in  deep  conversation  with  a 
senior  official  in  South  Africa's  justice  ministry  We  don't  talk 
of  nanoseconds,  picoseconds,  bandwidth,  or  ERP.  We  talk  oi 
the  pursuit  of  justice.  Not  ERP...TRC.  That  is,  the  post- 
apartheid  Truth  and  Reconciliation  Commission.  We  talk  of 
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the  human  "need"  for  retribution.  And  the  horrible  price 
thereof.  We  talk  of  Nuremberg.  (And  Ken  Starr.)  Our 
conversation  —  in  short  —  is  timeless.  Of  virtue  and  vice. 
The  human  condition. ..sometimes  tawdry... occasionally 
splendid... always  equivocal. ..and  little  changed  in  the  last 
millennium.  No  difference  between  our  "dialogue"  and  that 
of  the  ancient  Greeks.  Except 
I  suppose  their  chats  weren't 
cut  short  by  the  last-call  BA54 
to  London... 

Fact  or  fiction.  All  this — 
so  far  —  is  fiction.  I  mean, 
it  did  all  happen.  In  real 
time.  But  I  guess,  since  time 
is  totally  elastic,  there  is 
no  "real."  Hence  this  must 
be  fiction. 

Glib.  Hate  glib.  Am  glib. 
Do  my  Internet/e-commerce 
hype  spiel  as  well  (almost) 
as  anyone  around.  Wind 
myself  up.  Talk  myself  into  it 
every  time.  New  world.  Fast 
world.  Blah,  blah,  blah.  Talk 
myself  into  a  torrential  sweat. 
Talk  on  platforms.  Talk  on 
talk  shows.  Did  a  TV  docu- 
mentary five  years  ago: 
"Speed  Is  Life."  I've  got  this 
down  pat.  I  am  The  Man  on  Quick  Time! 

P.S.  I  think  the  relative  time  compression  represented 
by  the  telegraph  —  the  first  true  instant  communication 
device  —  was  greater  than  that  represented  by  the  phone, 
which  is  greater  than  what  we're  experiencing  today.  Radio 
as  instant  global  communications  tool  may  top  today's  Holy 
Moly  as  well.  As  many  have  said  before,  it  is  the  conceit  of 
ever)  age  to  believe  that  what  went  before  was  small  change 
compared  to  our  hypercomplex  times.  (My  mom,  born  in 
1909,  has  witnessed  World  War  I,  the  Russian  Revolution,  the 
Great  Depression,  World  War  II,  the  Cuban  missile  crisis,  the 
Berlin  Wall,  the  DC-3,  the  707_the  Concorde,  a  walk  on  the 
moon,  common  long-distance  calling,  TV... and  all  that  was 
before  the  "microprocessor  fiber-optics  Internet"  revolution, 
eeing.)  >210 
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n  search  of  slow  speed 


peters: 


1208      "How  did  people  do  business 
before  the  cell  phone?"  Heard  that  line 

early  this  morning  in  the  BA  lounge  in  London.  Answer: 

Just  fine.  How  was  life  before  man  learned  to  control  fire? 

That's  another  story. 

The  Net  is  slowing  things  down. 

Self-control  s-1-o-w-s  things  down. 

Self-control:  My  schedule.  My  time. 

Case  in  point:  I  love  books.  Live 

for  books.  Love  bookstores.  Spend 

inordinate  amounts  of  time  in  them. 

Or,  rather,  I  used  to.  Now,  I  shop 

at  Amazon.com.  Shop  it  at  6  a.m. 

Shop  it  at  midnight.  Shop  it  at 

4  a.m.  in  Johannesburg  or  Porto 

Alegre,  when  the  jet  lag  stirs  me  to 

unwanted  consciousness.  Shop  it 

when  I  damn  well  want  to  shop  it. 

My  terms.  My  time.  I  am  in  charge 

here.  No  one  else.  I  am  empowered. 

Speed?  No!  The  Net  slows  things 

down.  Fast  =  living  by  other  peo- 
ple's schedules.  Slow  =  living  by  my 

schedule.  Actually,  I  learned  this  20 

years  ago.  I  took  a  new  project  at 

McKinsey  and  Company.  (It  led  to 

In  Search  of  Excellence.)  My  frenetic 

schedule— average  for  McKinsey— 

got  worse.  Much  worse.  And  I  had 

never  felt  so  much  space  (a  surro- 
gate for  slowness).  I  was  working  at 

an  insane  pace. ..but  it  was  my 
insane  pace!  I  was  the  one  driving 
me  to  the  brink,  and  it  made  all 
the  difference. 

You  can  slow  anything  down. 
Anytime  you  choose.  When  I  was 
23  I  was  always  in  a  hurry.  Never— 
matter  of  pride  — arrived  at  an  air- 
port more  than  15  minutes  prior  to 
a  scheduled  departure.  (Rush  = 
sense  of  self-importance.)  I  was  in 
a  hurry,  but  the  planes  were  slow, 
i.e.,  propeller-driven,  and  the  trips 
were  short.  Now  flights  are  longer. 
Planes  are  faster.  (Time  compres- 
sion.) But  now  I  religiously  get 
to  the  airport  an  hour  before  a 
flight.  Result:  I  go  farther.  I  go 
faster.  But  early  arrival  means  I'm 
in  charge  of  my  life.  I've  slowed  time  down. 

Maybe  it's  all  about  s'ock  options.  Ran  into  a  bunch  of 
Cisco  guys  in  the  Johannesburg  airport.  Our  chatter  turned 
to  stock  options.  These  cats  live  on  speed.  But  it's  not  so 
much  their  technology  as  their  options.  They  own  their 
futures.  It's  real  liberation  — empowerment  beyond  lip  ser- 
vice. Empowered  people  hustle.  Uhempowered  people  d 
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Speed/time  compression  depends  on  your  options  position. 
You  can  get  used  to  anything.  I  am  on  the  Net  a  dozen 
or  more  times  a  day.  Changed  my  life?  Not  really.  Unless  you 
count  getting  inning-by-inning  baseball  scores.  (Now,  pitch- 
-  by-pitch.)  Moving  on.  Heading  for 
Argentina.  Inflation  is  minuscule 
in  1998.  But  I  remember  my  first 
visit.  Talk  about  time-is-everything. 
How  the  hell  could  they  cope  with 
measurable  daily  value  erosion? 
Answer:  They  coped.  Friendly  em- 
ployers would  pay  folks  daily.  Others 
would  pay  at  noon,  so  employees 
could  immediately  go  shopping — at 
lunch  —  to  maximize  the  value  of 
their  money.  Likewise,  I  remember 
reading  Tracy  Kidder's  The  Soul  of  a 
New  Machine  and  being  intrigued  by 
the  way  the  Data  General  operating- 
system  designer  could  "live'Vwork 
inside  a  clock  whose  ticks  were  mea- 
sured in  billionths  of  a  second.  He 
effectively  brought  time  to  a  halt. 
How  do  software  designers  beat 
speed?  They  slow  it  down... just  like 
Argentine  employers  and  workers  in 
inflationary  days. 

P.P.S.  If  you  really  want  to  un- 
derstand time,  ask  a  woman.  Any 
woman.  It's  hackneyed  but  true. 
Women  multitask  effortlessly.  Men 
don't.  It's  all  a  matter  of  time.  Or 
rather:  Woman-time  is  the  antithesis 
of  man-time. 

Live  with  it.  I'm  56.  I  clearly 
remember  when  a  30-mile  trip  from 
Severna  Park,  Maryland,  to  D.C.  was 
a  big  deal,  planned  weeks  in 
advance.  It  was  a  bigger  deal  than 
my  current  jaunt:  Tinmouth,  Ver- 
mont, to  Johannesburg  to  London 
to  Mexico  City  to  Porto  Alegre  (via 
Rio  and  that  locked  toilet  stall)  to 
Sao  Paulo  to  Buenos  Aires  to 
Chicago  to  Tinmouth.  About  35,000 
miles.  Sure... that  is  a  big  deal.  But 
it  isn't.  Get  up.  Go  to  airport.  Get  on 
plane.  Fly  5,000  miles.  Get  off  plane. 
Go  to  hotel.  Sleep.  Get  up.  Speed- 
walk.  Give  seminar.  Go  to  airport. 
Get  on  plane.  Fly  3,000  miles.  Etc.  Etc.  Speed!  Speed!  Speed! 
And  about  as  exciting  and  hard  to  manage  as  driving  seven 
miles  u-  Machs's  Market  in  Pawlet,  Vermont,  to  get  the 
Sunday  I'mics.  ■ 


olumnist  for  Forbes  ASAP,  is  the  best-selling  business 
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In  the  past  year,  we've  helped  bring  152  dream  products  to  life.  Yours  could  be  next. 

Got  J"  electronic  product  idea  that'll  steer  the  world  in  the  right  direction?  Cadence 
will  do  whatever  it  takes  to  help  get  it  designed.  We  offer  the  worlds  most  comprehensive 
suite  of  electronic  design  software.  And  we  can  assist  your  team  with  an  extraordinary 
range  of  services— from  software  education  to  engineering  process  consulting.  We  can 
also  design  electronics  on  your  behalf. The  goal  is  simple:  getting  your  products  to  market 
on  time,  on  spec,  and  at  the  right  price.  As  "The  Design  Realization  Company,1*1" 
we've  assisted  electronics  giants  like  Compaq  and  Sony  Semiconductor,  as  well  as 
emerging  companies  such  as  Domosys  and  Tundra  Semiconductor.  Give  us  a  call  at 
1.800.746.6223  or  visit  www.cadence.com.  After  all,  parking  isn't  getting  any  easier. 
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With  more  than  90  nonstop  flights 
weekly  to  Asia,  your  travel  options 
are  endless. 


Your  choices  are  extensive... 
the  possibilities,  infinite. 
With  more  than  90  nonstop 
flights  a  week  from  8  U.S. 

gateways  to  cities  throughout 
Asia,  Northwest  Airlines 
provides  more  convenient 
access  to  the  Far  East 
than  any  other  airline. 
More  experience,  more 
flights,  and  more  flexibility 
for  you. 

Call  Northwest  Airlines  at 
1-800-447-4747,  book  online 
at  www.nwa.com,  or  call  your 
travel  agent. 

Your  best  options  to  Asia 
will  always  be  with  Northwest. 
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The  Time  Paradigm 

BY    GEORGE    STALK    JR. 


RESPONSE  TIME  IS  THE  SECRET  WEAPON  of  all  businesses. 
|  In  fact,  a  company's  overall  competitive  advantage  is 
directly  tied  to  response  time,  more  so  than  other  per- 
formance differences. 
Many  executives  believe  that  the  competitive 
i  advantage  comes  from  providing  the  most  value  for 
the  lowest  cost.  This  is  still  relevant,  but  the  new  success 
paradigm  provides  the  most  value  for  the  lowest  cost  in  the 
least  amount  of  time. 

Companies  that  have  mastered  this  skill  do  the  following: 

•  Make  time  consump- 
tion a  core  component. 

•  Use  responsiveness 
to  stay  close  to  their  most 
desirable  customers. 

•  Focus  their  value- 
delivery  systems  to  the 
most  attractive  customers. 

•  Set  the  pace  of  bus- 
iness innovation  in  their 
industries. 

•  Grow  faster  with 
higher  profits  than  their 
competitors. 

This  new  generation 
of  competitors  is  obtain- 
ing remarkable  results. 
Wal-Mart  was  able  to 
dominate  its  industry  by 
replenishing  its  stores 
twjce  as  fast  as  its  com- 
petitors. Sun  Microsys- 
tems achieved  leadership  in  engineering  workstations 
by  reducing — 50%  compared  to  its  competitors  —  the  time 
needed  to  design  and  introduce  new  systems.  These  companies 
and  others  that  built  time  into  their  strategies  have  been 
rewarded  with  above-average  growth  and  profitability. 

A  company  becomes  a  time-based  competitor  by  accom- 
plishing four  tasks:  Understanding  the  rules  of  response; 
making  value-delivery  systems  two  to  three  times  as  flexible 
and  responsive  as  its  competitors;  pricing  how  customers 
value  these  capabilities;  and  implementing  a  strategy  for 
surprising  its  competitors  with  time-based  advantages. 

Let's  take  the  first  of  these,  the  rules  of  response.  When 
managers  appreciate  the  significance  of  these  rules  and 
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use  them  to  their  benefit,  startling  gains  are  possible. 

•  The  .05  to  5  Rule.  Across  a  wide  spectrum  of  businesses, 
the  amount  of  time  required  to  execute  a  service  or  to  order, 
manufacture,  and  deliver  a  product  is  far  less  than  the  actual 
time  the  service  or  product  spends  in  the  value-delivery 
system.  For  example,  a  manufacturer  of  heavy  vehicles 
requires  45  days  to  prepare  an  assembly  order  but  only 
16  hours  to  actually  put  each  vehicle  together.  The  vehicle 
is  actually  being  worked  on  less  than  2%  of  its  time  in 
the  order-to-delivery  system.  The  .05  to  5  Rule  highlights 

the  poor  productivity 
of  most  organizations. 
Most  products  and 
many  services  receive 
value  for  only  .05% 
to  5%  of  their  time  in 
their  companies'  value- 
delivery  systems. 

•  The  3/3  Rule.  Dur- 
ing 95%  to  99.95%  of 
the  time  a  product  or 
service  is  not  receiving 
value,  it  is  waiting.  Time 
is  lost  waiting  for  com- 
pletion of  the  overall 
product  or  service  batch; 
completion  of  the  batch 
ahead  of  the  product  or 
service  batch;  and  for 
management  to  make 
and  execute  the  decision 
to  send  the  batch  on  to 
the  next  step  of  the  value-added  process.  Generally,  the  95% 
to  99.95%  of  time  lost  is  divided  almost  equally  among  these 
three  categories.  Interestingly,  this  lost  time  is  affected  very 
little  by  simply  working  harder  or  faster.  But  working  smarter 
has  a  tremendous  impact.  Companies  that  reduce  the  size  of 
the  batches  —  and  that  streamline  work  flows  —  reduce  the 
time  lost  in  their  value-delivery  systems.  For  example,  when 
a  manufacturer  of  hospital  equipment  reduces  standard  pro- 
duction lot  sizes  by  half,  the  time  required  to  manufacture 
the  product  declines  65%.  After  the  production  flow  is 
streamlined,  the  total  time  is  reduced  by  another  65%. 

While  these  improvements  are  dramatic,  this  company 
still  barely  escapes  the  .05  to  5  Rule.  Its  time  >214 
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CTA  I    \t    *213  productivity  increased  more  than 
O   I  M  L  l\    200%  — from  3%  to  7%. 

'  The  1/4-2-20  Rule.  Companies  that  attack  the  con- 
sumption of  time  in  their  value-delivery  systems  experience 
remarkable  performance  improvements.  For  every  25% 
reduction  of  time  required  to  provide  a  service  or  product, 
productivity  often  doubles  because  the  changes  required 
to  compress  this  time  typically  also  reduce  the  need  for 
people  and  assets.  These  productivity  gains  result  in  as 
much  as  a  20%  reduction  in  costs.  For  example,  a  U.S.  manu- 
facturer of  a  consumer  durable  good  has  reduced  its  time 
interval  from  five  weeks  to  slightly  more  than  one  week.  Labor 
and  asset  productivity  have  more  than  doubled.  Costs  have 
fallen  considerably,  and  profits  have  set 
record  levels. 

•  The  3x2  Rule.  A  manufacturer  of 
a  prefinished  building  material  reduces 
the  time  required  to  meet  customer 
orders  to  fewer  than  10  days.  Most 
orders  can  now  be  delivered  to  the  cus- 
tomer's site  1  to  3  days  from  when  they 
were  placed.  Meanwhile,  its  competitors 
still  require  30  to  45  days  to  fill  orders. 
The  fast-response  competitor  has  grown 
more  than  10%  a  year  for  the  past  10 
years  and  has  become  the  market  leader. 
The  average  industry  growth  rate  has  been  less  than  3% 
over  the  same  period.  The  pretax  return  on  net  assets  of 
the  fast-response  competitor  is  80%  —  more  than  double  the 
industry  average. 

The  customers  of  time-based  competitors  benefit  from 
flexible,  fast  responses  in  several  ways: 

•  They  need  lower  inventories  because  they  are  replen- 
ished more  frequently. 

•  They  make  purchase  decisions  closer  to  the  time  of  need, 
thereby  reducing  the  risks  of  under-  and  overordering. 

•  They  are  less  likely  to  cancel  or  change  their  orders. 

•  Their  cash  flow  cycle  is  accelerated  because  all  inven- 
tories are  reduced,  and  they  are  thus  likely  to  be  paid  sooner 
by  their  customers. 

•  They  receive  and  can  offer  more  special  services  and 
customized  products. 

Improved  responsiveness  also  can  result  in  greater 
customer  dependency  and  increases  in  market  share.  For 
example,  a  supplier  of  a  semicustomized  industrial  product 
cannot  increase  its  share  of  customer  purchases.  Because  of 
its  long  and  often  unpredictable  lead  times,  customers  feel 
more  secure  spreading  their  business  among  two  or  three 
suppliers.  By  focusing  on  reducing  delivery  times  b\ 
on  every  order,  including  semicustomized  fabrication,  the 
company  is  able  to  regain  share.  As  customers  gain  confi- 
dence in  this  company,  its  share  of  their  purchases  increases 
from  30%  to  45%. 

The  possibility  of  establishing  a  response-time  advantage 
opens  new  avenues  for  constructing  winning  competitive 
strategies.  At  most  companies,  strategic  choices  are  limited 
to  three  options:  seeking  coexistence  with  competitors, 
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retreating  in  the  face  of  competitors,  and  attacking — either 
directly  or  indirectly. 

Of  these  three  options,  only  the  attack  creates  an  oppor- 
tunity for  real  growth.  Direct  attack  demands  superior 
resources;  it  is  always  expensive  and  potentially  disastrous. 
Indirect  attack  promises  the  most  gain  for  the  least 
cost.  Fast  response  is  a  powerful  new  approach  for  success- 
ful indirect  attacks  against  larger,  established  competitors. 
The  blind  pursuit  of  cycle-time  reduction  will  likely  lead 
to  improving  performance,  but  without  a  strategy  for  using 
the  benefits  of  that  performance,  profits  may  be  elusive.  The 
greatest  risk  a  company  faces  in  becoming  a  time-based  com- 
petitor is  that  one  of  its  competitors  might  become  time- 
based  first.  If  both  companies  increase 
responsiveness  at  equal  rates  and  reach 
similar  levels  of  performance,  any 
advantage  achieved  will  be  arbitraged 
away  by  competition,  and  only  the  cus- 
tomers will  benefit. 

True  value  and  additional  profits 
result  if  a  company  can  establish  a  sub- 
stantial response  advantage  over  com- 
petitors that  will  be  difficult,  if  not 
impossible,  to  close.  How? 

•  Execute  a  program  to  reduce  delays. 

•  Pass  benefits  on  to  customers  only 
if  the  benefits  are  substantial. 

•  Focus  marketing  and  sales  resources  on  the  customers 
who  will  benefit  the  most  from  improved  responsiveness  and 
thus  be  willing  to  pay  a  premium  price. 

•  Buy  time  by  diverting  competitors'  interest  in  the 
changes  made. 

•  Preserve  the  lead  by  continuing  internal  efforts  to 
improve  responsiveness  and  external  efforts  to  use  those 
improvements  to  enhance  relations  with  your  customers. 

Time  today  is  the  cutting  edge.  The  ways  leading 
companies  manage  time  —  in  production,  in  new-product 
development  and  introduction,  in  sales  and  distribution  — 
represent  the  most  powerful  new  sources  of  competitive 
advantage.  Prominent  CEOs  and  top-level  executives  embrace 
the  concept.  General  Electrics  CEO,  Jack  Welch,  proclaims 
that  his  company  will  have  three  guiding  characteristics: 
speed,  simplicity,  and  self-confidence.  ABB's  former  CEO  Percy 
Barnevik  declares  that  it  was  more  advantageous  to  make  a 
decision  quickly,  even  if  wrong,  than  to  suffer  the  delay 
required  to  make  sure  the  decision  was  right.  Across  the  busi- 
ness landscape,  time  defines  a  new  strategy. 

However,  strategy  is  and  always  has  been  a  moving 
target.  Strategies  and  their  underlying  sources  of  competi- 
tive advantages  will  undoubtedly  continue  to  migrate  and 
mutate.  But  regardless  of  the  form  leading-edge  strategies 
take,  they  will  remain  rooted  in  a  company's  ability  to  con- 
nect its  customers  and  its  employees  in  as  rapidly  interact- 
ing and  closely  knit  a  relationship  as  possible.  ■ 


!■•  ..•  senior  vice  president  of  the  Boston  Consulting  Group 
■  Competing  Against  Time.  He  lias  written  for  Harvard 
ew  and  Canadian  Business  Review. 
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harlge  is  the  only  constant.  Success  is  fleeting.  Challenges  are 
urled  relentlessly  from  all  directions.  Today,  surviving  and 
ompeting  effectively  define  the  new  corporate  imperative, 
nat's  business,  and  NEC  understands  what  you're  up  against, 
egardless  of  size,  your  company  must  be  responsive.  Strategic 
lanning  is  critical.  Effective  decision  making  is  now  an  art 
)rm.  Knowledge  is  your  greatest  intellectual  asset  and 
formation  a  strategic  weapon.  Capturing  information  and 
eploying  it  on  demand  can  enable  survivability  and  growth 
pportunity.  Can  you  compete?  NEC  can  help  with  a  couple 
f  mission  critical  recommendations  and  a  complimentary 
trategic  Technology  Planning  Guide: 

First-Converge  your  technology  departments  and  align 
them  with  a  strategic  technology  provider.  Such  an  alliance 
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can  deliver  the  tools  to  help  plan  the  core  technologies 
needed  to  build  the  network,  and  the  industry  leadership 
and  experience  to  bring  it  all  together—  keeping  your 
company  on  the  cutting  edge. 

Second-  Harness  your  existing  technologies,  migrate  them 
to  meet  your  evolving  business  demands,  and  integrate 
them  with  powerful  new  technologies  to  build  multimedia 
environments  capable  of  deploying  information  in  all  its 
forms,  when  and  where  you  need  it. 

To  receive  a  complimentary  copy  of  the  NEC  Strategic 
Technology  Planning  Guide,  or  more  information  about 
NEC's  powerful  and  versatile  voice  (PBX/Key),  video,  and  ATM 
networking  platforms,  contact  your  local  NEC  Dealer,  call 
us  at  1-800-TEAM  NEC  or  visit  our  website  at  www.nec.com 


TIAA-Cf 
Proven 
Solutioi 
To  Last 

a  Lifetir 

We  take  a  lot  of  pride  in  gain 
high  marks  from  the  major  rat 
services.  But  the  fact  is,  we're 
equally  proud  of  the  ratings  v\ 
get  in  the  mail  every  day  frorr 
our  participants.  Because  at 
TIAA-CREF,  ensuring  the  fina 
cial  futures  of  the  education  a 
research  community  is  sometr 
that  goes  beyond  stars  and 
numbers.  So  from  mutual  fur, 
traditional,  variable  and  perse 
annuities  to  life  insurance  an 
IRAs,  you'll  find  we  provide 
the  right  choices— and  the 
dedication— to  help  you  achie 
a  lifetime  of  financial  goals. 
The  rating  services  back  us  u; 
So  does  Bill. 

To  receive  a  free  Personal 
Investing  Kit,  including  charge 
and  expenses,  call  us  at 
800  226-0147.  It  contains 
prospectuses  for  our  variable 
annuities  and  mutual  funds. 
Please  read  them  carefully 
before  you  invest  or  send  raoi 
wvsrw.tiaa-cref.org 
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Ensuring  the  future 

for  those  who  shape  it.SM 

>  The  top  10%  of  funds  in  an  investment  category  receive  five  sti 

hange  every  month  They  are  calculated  from  the  account's  thre 
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Period 


3-Year 
5-Year 
10-Year 


CREF  Stock 
Account 

Star  Rating  /Number 

of  Domes 

Accounts  Rated 

4/2J88 

4/1.381 

4/693 


CREF  Bond 
Market  Account 

Star  Ram 

of  Fixed  Income 

Accounti 

5/728 

4/493 

N   A 


CREF  Social 
Choice  Account 

of  Domesi 

4/2.188 

N    A 


CREF  Global 
Equities  Account 

Tiber  of 


CREF  Equity 
Index  Account 

Star  Rating/Number  of 

Domestic  Equity 

Accounts  Rated 

5/2188 

N/A 

N/A 


CREF  Grovrt 
Account 

Star  Rating/Numl 

Domestic  Equi 

Accounts  Rate 

5/2188 

N/A 

N/A 


•These  top  raungs  are  based  on  T1AA  s  ex  ■    ates  are  distributed  by  TIAA-CREF  Individi 

Institutional  Seivices  For  more  COi  be  fore  you  invest  or  send  money. 


Where  House 


BY     MICHAEL     S.    DELL 


TO  UNDERSTAND  HOW  IMPORTANT  speed  is  to  the 
computer  industry,  you  need  only  look  at  one  simple 
example:  inventory. 
In  the  late  '80s  and  early  '90s,  Dell  measured  com- 
ponent inventory  in  weeks.  Today  we  measure  inven- 
tory in  days  —  and  soon  we  will  be  clocking  it  in  hours. 
I  think  the  time  is  not  far  off  when  we  will  have  real-time 
delivery  of  components  in  the  computer-systems  industry, 
so  that  every  time  a  component  is  used,  it  is  automatically 
and  immediately  replaced. 

What  is  driving  this  dramatic  change  in  our  industry?  The 

■  statlat ion    by    Leonardo    Drew 


answer  lies,  in  large  part,  with  the  Internet.  More  rapid  inven- 
tory flow  —  "inventory  velocity" — is  just  one  of  dozens  of 
changes  enabled  by  the  Internet  and  associated  technologies 
that  boost  the  speed  and  value  of  information  sharing.  At  the 
heart  of  this  change  is  a  shift  away  from  the  things  we  were 
taught  to  value  in  the  business  and  economic  models  of  the 
20th  century:  Today,  the  value  of  inventory  is  being  replaced 
by  the  value  of  timely  information,  physical  assets  are  being 
traded  for  intellectual  assets,  and  closed  business  systems  are 
giving  way  to  collaborative  relationships. 

Ultimately,  this  represents  a  shift  from  vertical  to  >236 
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[CRETE  JUNGL! 


In  the  jungle  that  is  business,  the  better 
equipped  you  are,  the  better  your  chances  of 
survival.  That's  why  for  almost  half  a  century, 
companies  like  yours  have  chosen  the  Brother 
Commercial  Division  for  their  business  products. 

We  sell  more  than  products,  we  sell  solutions— value  pri< 
solutions  that  recognize  a  great  product  is  nothing  if  it  has 
great  an  impact  on  your  bottom  line.  Like  our  Business  Coli 
Printers,  our  Multi-Function  Centers — the  ones  that  won  the 
PC  Magazine  Editors'  Choice  Award  for  an  unprecedented 
three  years  in  a  row.  Or  our  line  of  laser  printers  designed  to 
deliver  everything — except  compromise. 


Our  products  are  network  compatible  so  they'll  protect 
your  investment — and  peace  of  mind — for  the  long  term. 

Speaking  of  peace  of  mind,  select  models  even  offe 
service  24  hours  a  day,  seven  days  a  week  so  our  service  wil 
be  at  your  side  to  keep  you  up  and  running.  In  addition,  those 
answers  will  be  coming  from  a  service  team  specially  designee 
'  *the  demands  of  today's  corporate  environments.  Combine  i 

t  with  our  on-site  experts  ranging  from  field  engineers  to 
Jyjtem  consultants,  and  you  can  see  why  our  customers 
aren't  going  to  end  up  as  anybody's  lunch. 

So  call  today  to  find  the  name  of  your  local  Brother  dealer. 
He  makes  all  the  difference  between  predator  and  prey. 


PPF-3750     '< 


For  more  information,  please  call  1.877.284.3238  or  visit  our  Web  site  at  http://www.brother.com 


BROTHER  INTERNATIONAL  CORPORATION,  BRIDGEWATER,  NJ  ■  B 


We're  at  your  side. 


NAL  CORPORATION,  NAGOYA,  JAPAN 


Simultaneity 

BY    ROSABETH    MOSS    KANTER 


My  favorite  Internet  business  story  appeals  to  me  for 
the  same  reason  my  favorite  Star  Trek  episode  does.  Both 
involve  the  transforming  principle  of  simultaneity. 
Last  year  a  New 
York  apparel  manufac- 
turer put  his  spring  line 
on  the  Internet.  Within  days  he 
had  five  solid  orders  from  Bei- 
jing. Mutual  friends  to  whom  I 
related  this  news  savored  the 
delicious  irony  that  China  — 
increasingly  the  source  of 
garments  sold  in  the  United 
States  —  was  buying  from  New 
York... until  I  told  them  the 
apparel  exec  was  certain  that 
his  garments  were  bought  to  be 
copied.  Sure  enough,  suspi- 
ciously similar  dresses  with 
Made  in  China  labels  were 
flooding  the  man's  markets 
within  the  month.  The  Internet 
had  made  it  possible  for  any 
design,  any  fashion,  any  idea  to 
be  known  —  and  stolen  —  any- 
where in  the  world  at  the 
moment  of  launch. 

My  favorite  Star  Trek:  The 
Next  Generation  episode  fea- 
tures Ensign  Wesley  Crusher  as 
the  vanguard  of  a  new  breed  of 
humanoids  freed  from  the  con- 
straints of  linear  time.  At  the 
end  of  the  hour's  machinations, 
Wesley  finally  comes  to  under- 
stand that  all  time  —  all  pasts 
and  all  futures  —  can  coexist  in 
the  present.  Now  he  is  ready  to 
leave  the  Starship  Enterprise 
with  the  Traveler  to  enter  the  next  stage  of  human  evolu- 
tion—presumably one  in  which  he  can  experience  those 
simultaneous  timescapes. 

Business  is  already  entering  its  next  stage  of  evolution: 
a  new  conception  of  time  in  which  simultaneity  rules.  Every- 
thing everywhere  simultaneously. 

sinting    by    Ed    Ruscha 


In  the  old  analog  world,  linear  or  sequential  time  pre- 
vailed, like  the  watch  hands  moving  around  the  dial  the  same 
way  the  sun's  shadows  move  about  the  earth.  In  the  digital 
age,  time  becomes  increasingly 
nonlinear.  The  past  is  present. 
All  times  can  coexist;  time  lags 
between  action  and  reaction 
diminish;  gaps  between  places 
close.  The  Lexis-Nexis  database 
makes  old  stories  as  accessible 
as  today's  news,  never  disappear- 
ing, always  listed  on  every  call- 
up.  Music  has  moved  beyond 
high  fidelity  to  true  fidelity  — 
the  exact  concert  endlessly 
available  on  CD-ROMs:  not  a 
copy  but  the  actual  sounds. 
Financial  transactions  can  be 
instantaneous,  too,  going  out 
over  a  network  that  automati- 
cally recalculates  the  value  of  all 
other  holdings  in  light  of  that 
transaction.  Online  polling  cre- 
ates instantaneous  reactions  that 
someday  may  permit  politicians 
or  chief  executives  to  modify 
their  speeches  while  in  progress. 
This  principle  of  simultane- 
ity transforms  business  strategy. 
Consider  Gillette's  shift  to  world 
products.  Like  many  consumer 
goods  companies,  Gillette  tra- 
ditionally developed  products 
one  market  at  a  time,  with 
gradual   rollouts  around  the 
world  based  on  the  company's 
estimation  of  when  a  market 
was  ready  for  something  new 
or  more  advanced.  Starting 
with  the  Sensor  razor  in  1990,  Gillette  created  a  global  prod- 
uct with  a  global  launch  — the  same  advanced  product,  con- 
veyed by  the  same  advertising  message,  available  in  every 
corner  of  the  world  within  months.  Disney  cartoon  charac- 
ters, too,  once  made  their  way  around  the  world  at  a  leisurely 
pace,  following  the  popularity  of  the  films  as  they  >22Q 
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HOTELS    RESORTS    SUITES 


1/  a  KiTrn  *2i9  were  §radu- 

l\  A  IN  I  L  K  ally  translated  and 
shown.  Now  toys  are  available  everywhere 
even  before  the  films  are  released. 

These  new  strategies  require  simul- 
taneous rather  than  sequential  processes. 
Every  function,  every  department,  must 
start  to  work  at  the  same  time,  making 
mutual  adjustments  along  the  way  based 
on  each  group's  output.  There  is  no  time 
to  wait  for  one  group  to  finish  before 
the  next  in  line  begins.  This  includes 
suppliers  as  well  as  internal  functions, 
international  operations  as  well  as 
domestic  ones.  Electronic  data  inter- 
change is  already  common  between 
suppliers  and  customers  in  numerous 
industries;  daily  sales  data  about  dish- 
washer detergents  or  men's  jackets 
reaches  manufacturing  plants  and  ware- 
houses, alerting  all  functions  simul- 
taneously and  triggering  automatic 
stock  movement.  Delays  between  order 
placement,  fulfillment,  reorder,  and 
replenishment  are  declining  dramatically. 

Shorter  feedback  loops  between 
designers  and  the  marketplace  extend  this 
principle  of  simultaneity  to  product 
development.  Sybase  holds  weekly  review 
sessions  in  which  questions  posed  to  cus- 
tomer service  reps  that  week  are  fed  to 
product  engineers  so  they  can  immedi- 
ately build  customer  reactions  and  needs 
into  next-generation  designs.  Taiwan 
Semiconductor  links  its  factories  elec- 
tronically with  chipmakers  such  as 
Cypress  so  that  those  customers  can 
modify  designs  during  fabrication. 

Direct  end-user  contact  is  critical  in 
a  world  of  simultaneity.  IBM's  Reinvent- 
ing Education  project  teams  develop  new 
tools  and  systems  by  rapid  prototyping; 
engineers  live  with  users  to  create  suc- 
cessive iterations  based  on  daily  obser- 
vations of  the  latter  s  needs  and  problems. 
In  the  digital  age,  more  companies  in 
more  industries  will  increasingly  bypass 
their  own  distributors,  even  organiza- 
tional customers,  to  go  directly  to  end 
users.  An  international  food  company 
that  sells  flour  and  sugar  to  bakeries  is 
moving  up  the  food  chain,  so  to  speak, 
by  making  its  own  baked  goods  for 
supermarket  sales  and  establishing  its 
own  bakeries.  It  does  so  to  learn  quickly 
about  consumers  —  in  the  interests  of 
continuing  to  refine  its  products  for  its 


bakery  customers.  In  Levi  Strauss  stores, 
consumers  can  input  their  size  and  pref- 
erences into  a  computer  kiosk,  which 
then  stores  the  profile  for  custom  manu- 
facturing and  future  purchases. 

In  industries  dominated  by  simul- 
taneity—  such  as  communications,  fash- 
'ion,  and  high  tech  —  there  is  no  time  to 
wait  for  trends  to  emerge.  Companies 
must  push  the  fast-forward  button  to 
design  the  next  product  while  the  last 
one  is  still  hitting  the  shelves.  Thus  they 
must  make  trends. 

Organizing  for  simultaneity  is  often 
"self  organizing"  since  there  is  no  time  to 
wait  for  instructions  from  the  top.  The 
human  infrastructure  is  critical.  To  mobi- 
lize quickly  and  work  across  functions 
requires  people  to  communicate  easily 
and  fluently  with  one  another,  people 
who  already  understand  their  parts  in  a 
wider  system,  grasp  the  strategy,  and  can 
quickly  and  easily  contact  anyone  any- 
where with  a  role  to  play  in  pulling  the 
project  together.  A  common  language  and 
common  disciplines  are  essential,  and 
they  cannot  require  deep  or  long  study. 
American  commercial  culture  and  man- 
agement tools  dominate  the  world,  and 
English  has  become  the  universal  busi- 
ness language,  not  because  they  are  pro- 
found but  because  they  are  designed  for 
superficiality — to  make  it  easy  for  people 
who  do  not  know  each  other  well  to  work 
together  effectively. 

The  global  information  age  makes 
possible  the  sensation  of  living  in  one 
eternal  Now,  with  everything  that  ever 
was  as  accessible  (virtually)  as  everything 
that  is  and  might  be.  But  this  does  not 
mean  that  the  future  will  suffer.  Indeed, 
the  CEOs  I  work  with  are  increasingly 
obsessed  with  their  legacy,  desirous  of 
ensuring  that  their  corporate  resources 
contribute  to  the  social  good  —  fixing 
public  education,  repairing  the  environ- 
ment, or  improving  health.  Although 
posterity  does  not  vote  or  buy  prod- 
ucts, future  consequences  affect  present 
decisions.  Reputations,  good  or  bad,  will 
to  people  and  companies  eternally 
through  the  World  Wide  Web,  even  with- 
out a  theology  of  heaven  and  hell,  or  a 
past,  present,  or  future.  ■ 


Moss  Kanter  is  a  Harvard  Business 
professor  and  author  of  15  books, 
World  Class. 
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AT&T 

It's  all  within  your  reach. 

Call  1  800  331-1140  for 
a  complete  listing  of  AT&T 
Direct*  Access  numbers. 


Over  320  hotels  in  34  countrii 
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All  the  News 


BY    MICHAEL    KINSLEY 
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wasted  time,  and  now  doth  time  waste  me" 

—  Shakespeare,  Richard  II 

In  early  1995,  when  Slate,  the  online  magazine 
I  edit  for  Microsoft,  was  in  the  planning  stage, 
we  actually  intended  to  put  it  out  once  a  week. 
We  were  not  oblivious  to  the  temporal  advantages 
of  the  Internet.  Seattle,  as  it  happens,  is  a  good  place 
to  appreciate  how  long  it  can  take  for  the  postal  ser- 
vice to  deliver  a  few  dozen 
pages  of  glossy  paper  and  a 
couple  of  staples.  East  Coast 
weeklies  often  arrive  about 
the  time  the  next  issue  is  go- 
ing to  press.  So  we  looked  for- 
ward with  glee  to  pressing  the 
advantage  of  instantaneous 
delivery  anywhere  in  the  world. 

But  even  before  we  began  publishing,  in  June 
1995,  we  came  to  realize  that  dumping  the  whole 
issue  on  readers  once  a  week  made  no  sense  in 
cyberspace.  All  periodical  publications  require  some 
parts  of  each  issue  to  be  finished  before  other 
parts  —  for  the  obvious  reason  that  you  cant 
process  everything  at  once.  Typically,  there  are  ear- 
lier deadlines  for  less  time-sensitive  features  such 
as  arts  coverage,  so  that  breaking  news  stories  can 
be  finished  at  the  last  possible  minute.  As  a  result, 
the  stuff  that  is  finished  first  must  sit  around  wait- 
ing for  the  stuff  that  is  finished  last  since  a  paper 
magazine  is  a  single  product  that  is  manufactured 
and  shipped  all  at  once. 

On  the  Internet,  though,  there  is  no  good  reason 
for  finished  material  to  wait  for  other  material  to 
catch  up.  So  at  Slate  we  began  with  a  system  of  post 
ing  parts  of  each  issue  every  weekday.  But  we  were 
still  a  weekly  in  the  sense  that  every  article  remained 
"current"  on  the  site  for  a  week  before  going  into 
the  archive  (although,  since  the  archive  is  instantly 
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accessible  just  like  "current"  articles,  the  notion  of 
an  article  lasting  a  week  is  metaphysical  at  best). 

The  interesting  thing  is  that  once  you  abandon 
the  notion  of  a  fixed  weekly  issue,  it  becomes  impos- 
sible to  avoid  monkeying  further.  Are  you  really 
going  to  leave  on  your  site  an  item  that  speculates 
about  the  next  woman  to  claim  an  affair  with  the 
president  (for  example)  after  others  have  just  done 
so  publicly?  Are  you  going  to  hold  off  a  big  scoop 
because  this  is  Tuesday  and 
stories  of  this  sort  run  on  Fri- 
day? Are  you  going  to  ignore 
the  death  of  Princess  Di  be- 
cause it  is  the  first  day  —  in 
the  genteel  tradition  of  some 
print  weeklies  —  of  a  summer 
week  off? 

Actually,  Slate  did  go  with- 
out acknowledging  the  Death-of-Di  extravaganza 
for  more  than  a  week,  unfortunately.  (Several  read- 
ers wrote  to  congratulate  us  —  undeservedly — for 
our  courageous  decision  to  remain  aloof.)  Never 
again.  In  Internet  time,  the  answer  to  all  these  ques- 
tions is  no:  You're  not  going  to  refrain  from  updat- 
ing your  site.  Because  you  can,  you  do. 

And  it's  not  just  journalistic  machismo.  These 
days  Slate  features  change  seven  days  a  week,  even 
several  times  a  day.  We  run  analytical  summaries 
of  print  magazines  before  they  appear  on  the  news- 
stand and  reports  on  what's  in  newspapers  around 
the  world  within  hours  of  their  publication.  Yet 
we  still  get  email  from  readers  saying,  "It  is  now  a 
full  hour  and  a  half  after  France  won  the  World 
Cup.  I  just  went  to  your  site  and  I  was  outraged  to 
discover  that  Slate  didn't  have  a  word  about  it." 

Instantaneous  feedback  from  leaders,  even  when 
it's  critk  .;  i  another  thi  illing  way  that  time  moves 
fastei  onlin  ..nd  often  start  getting 
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It's  a  bold  new  adventure  for  desktops 
across  the  planet.  Where  freedom 
abounds  and  space  orbits  your 
monitor! 

It's  short-tube  technology  from 
the  rocket  scientists  at  CTX.  By 
inventing  a  smaller  footprint  than 
a  regular  CRT  tube,  we  now  save 
you  money  and  space. 

Our  17"  monitor  (15.7"  V.A.) 
takes  the  space  of  a  14"!  And  our 
19"  monitor  ( 18"  V.A.)  fits  like  a  1 
There  are  models  for  basic  business 
or  new-age  graphics. 

And  with  Universal  Serial  Bus 
(USB)*  the  monitor  operates  like 
Mission  Control.  All  peripherals  plug 
directly  in! 

Megaspace.USB,  plus  CTX  quality, 
service  and  reliability — how  cosmic! 
Contact  your  dealer  at  800-888-2120 
today.  Roger,  over  and  out. 


www.ctx 
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Committed  To  Xcellence 


Supersonic 
Brain  Shredder 


BY     RALPH     NADER 


To  paraphrase  Abraham  Lincoln,  time  is  society's 
stock-in-trade.  Over  several  millennia,  humans 
have  measured  time  in  ways  that  reflect  their  develop- 
ment and  technology.  What  began  with  the  sun 
and  seasons  moved  onto  a  yearly  calendar  and  its 
days,  then  clocks 
with  hours,  minutes,  sec- 
onds, and  now  nano- 
seconds. The  ever  more 
microscopic  cultures  of 
time  imprint  themselves 
on  human  and  social 
behavior  in  more  insistent 
and  pressured  ways. 

Take  the  timescale 
for  measuring  perfor- 
mance. An  excess  of 
instant  gratification  can 
lead  a  person  down  self- 
destructive  paths.  Narcis- 
sistic societies  that  ignore 
future  consequences  and 
avoid  thinking  ahead 
sow  the  seeds  of  their 
own  demise.  Corpora- 
tions have  been  criticized 
fpr  judging  their  progress 
on  too  short  a  time 
period  (quarterly  profits 
and  losses).  A  longer  time 
yardstick  would  make 
company  leaders  think 
and  plan  ahead,  engage  in 
more  research  and  devel- 
opment, and  be  more  concerned  with  longer-range  issues 
such  as  the  global  environment,  natural  resources,  worldwide 
diseases,  poverty,  and  illiteracy. 

Time  pressures  lead  people  to  apply  ever  briefer  time- 
scapes  to  their  rewards,  sanctions  and  joys,  and  to  the  ratio 
between  spending  and  saving.  Consider,  for  example,  what 
the  frenzy  of  "microtime"  and  a  higher  density  of  "micro- 


Engraving  by   Frank   Stella 


advertisements"  do  to  television  —  a  veritable  blizzard  of 
screens  clamoring  for  the  attention  of  people  who  still 
possess  only  24  hours  a  day. 

News  programs  are  now  down  to  8.2-second  sound  bites 
when  covering  elections,  compared  with  42  seconds  in  the 

late  1960s.  At  this  rate,  the 
sound  bite  will  be  replaced 
by  a  sound  bark  in  a  cou- 
ple of  decades  —  essen- 
tially a  human  grunt  or 
shrug.  Microtime  becomes 
a  brain  shredder  that  re- 
wards the  banal  super- 
sonic speech  so  often  heard 
on  the  Sunday  morning 
talk  shows. 

Overdosing  on  the 
frenzy  of  the  video  screen, 
viewers'  attention  spans 
and  patience  for  sequen- 
tial thought  shrink.  Teach- 
ers have  long  told  us  this 
is  happening  to  school- 
children: Children  be- 
come more  susceptible 
to  manipulation  by  TV 
marketeers  who  cynically 
target  2-year-olds  or 
younger.  Microtime  fos- 
ters low-grade  sensuality 
in  children's  cartoons, 
filling  them  with  unceas- 
ing violent  actions  sepa- 
rated from  any  enduring 
meaning  or  social  context. 

For  both  children  and  adults,  microtime  means  spending 
more  time  in  virtual  reality  than  concrete  reality,  day  after 
day.  The  results  are  social  and  personal  estrangements  we 
have  hardly  begun  to  understand. 

The  information  age  is  similarly  afflicted  by  the  nano- 
second addiction  —  and  feeds  it.  With  information  >226 
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<225  overload  inundating  users,  there  is 
less  time  to  digest  data  into  knowledge, 
judgment,  and  wisdom  before  more  information  pours 
inward.  Workers  are  receiving  so  many  inputs  that,  to  dimin- 
ish or  divert  calls,  voice  mail  becomes  the  barrier  of  choice. 
In  1988  the  Wall  Street  Journal  reported  that  "only  one  in 
six  business  callers  gets  through  on  the  telephone  to  the 
intended  party  on  the  first  try."  It  is  now  much  worse,  due  to 
technologies  that  shield  callees  from  callers.  Billions  of  hours 
yearly  are  spent  trying  to  use  modern  telecommunications 
and  software  to  contact  one  another  through  the 
"press  one,  two,  three"  economy.  Meanwhile 
even  newer  technologies,  such  as  email  and 
faxes,  are  also  becoming  snarled  in 
information  traffic  jams.  They  pile  up 
as  secretaries  spend  nearly  half  a 
day  processing  the  avalanches. 

Are  we  fooling  ourselves  in 
thinking  that  timesaving  office 
automation  actually  saves  net  time 
and  improves  productivity?  Some 
thoughtful  books  and  articles  have 
been  written  by  computer  process 
ing  specialists  who  think  we  are.  A 
computerized  office  is  open  to  floods  of 
indiscriminate  information,  bloated  software, 
and  poorly  designed  systems  that  glitch  and  crash. 
After  a  while,  even  the  will  to  distinguish  between  what  is 
happening  and  what  seems  to  be  happening  fades. 

Technology's  unintended  consequences  have  done  this 
to  us  again  and  again.  Traffic  is  down  to  5.4  mph  in  midtown 
Manhattan  during  work  hours,  not  much  different  from  the 
horse  and  buggy  100  years  ago.  But  then  there  is  the  open 
highway,  and  we  forget  the  time  we  spend  commuting. 

Automation  in  the  office  is  supposed  to  increase  net  out- 
put per  time  unit.  Yet,  apart  from  so  much  office  talk  directed 
to  software  —  its  changes,  complexities,  viruses,  and  fail- 
ures—what opportunity  remains  for  people  to  engage  in 
broader,  longer-range,  more  creative  labor?  Is  "timesaving" 
automation  automating  the  behavior  of  workers  themselves? 

Some  adjustments  are  desperately  funny.  Young  stock- 
brokers wear  telephone  headsets  while  their  hands  send 
emails.  Beepers,  cell  phones,  and  air  phones  open  new  time 
frontiers.  But  the  InfoLords  are  exponential  in  their  demands. 
The  industry  of  timesaving  techniques  and  tranquilizers 
keeps  growing  precisely  because  we  are  losing  the  race. 

I've  stopped  counting  the  number  of  legislators,  program- 
med to  the  minute  by  Congress,  who  have  told  me  they  do  not 
"have  the  time  to  read  or  to  think."  The  same  lament  was  voiced 
by  corporate  executives  we  interviewed  for  our  book  The  Big 
Boys.  Given  the  weighty  responsibilities  of  these  leaders,  this 
neglect  of  time  for  such  purposes  is  disturbing.  Loss  of  con- 
trol over  one's  time  amounts  to  a  loss  of  self-control,  devoured 
by  ever  greater  separation  of  means  from  ends. 

"I  just  don't  have  the  time"  is  the  standard  response  when 
busy  Americans  are  asked  whether  they  comparison  shop  or 
write  formal  complaints  to  companies.  Such  a  plight  has 
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not  gone  unnoticed  by  the  business  community.  With  more 
complex  products  and  services  and  often  without  much 
difference  between  brands,  vendors  take  advantage  of  the 
hubbub  and  confusion.  With  99%  of  all  contracts  not  nego- 
tiated—  e.g.,  insurance  policies,  credit  card  conditions,  mort- 
gage instruments,  shrink-wrap  licenses,  and  installment  loan 
agreements  — sellers  demand  that  consumers  sign  on  the 
dotted  line  and  give  up  rights,  remedies,  and  bargaining 
power  ab  initio  in  the  fine  print. 

Even  if  you  have  the  time  to  read  these  contracts,  to  ques- 
tion their  terms,  or  to  demand  changes,  time  com- 
pression makes  any  reasonable  negotiation  an 
anathema  to  the  car  dealer,  the  insurance 
agent,  or  the  large  retail  chain.  Vendors 
have  been  known  to  "fire"  their  cus- 
tomers for  taking  too  much  time. 
By  contrast,  consider  how  ven- 
dors save  on  their  labor  expenses  by 
shifting  the  time  burden  onto  poten- 
tial customers  by  forcing  them  to 
spend  hours  waiting  on  the  phone 
or  to  perform  their  own  delivery. 
After  consumers  finally  reach  a  human 
being  to  register  a  complaint,  auto  deal- 
or  landlords  threaten  to  damage  their 
credit  rating  should  they  persist  in  the  griev- 
ance. Vendor- forced  consumption  of  consumer  time 
is  a  strategic  way  of  getting  rid  of  "troublesome"  customers. 
Experienced  customers  say  to  themselves  that  it  is  not  worth 
the  time  to  complain  —  so,  for  example,  inscrutable  bills  and 
then  computerized  billing  fraud  grow. 

What  would  Henry  Thoreau,  Ralph  Waldo  Emerson,  an 
Walt  Whitman  think  of  one-minute  managers,  fast  food,  fast 
TV,  radio  talk,  fast-blinking  MTV,  higher  speed  limits,  sum- 
maries of  classical  novels  for  students,  disposable  products,  vir- 
tual this  and  virtual  that  replacing  the  slower  reality  of  nature? 
The  march  of  time  has  been  replaced  by  the  blitz  of  time, 
and  no  one,  short  of  a  hermit,  can  escape  the  pace  without 
some  sort  of  defensive  personal  philosophy.  But  that  too  is 
part  of  the  problem.  Without  quality  of  time  becoming  a  sub- 
ject of  public  discourse,  the  necessary  civic  consensus  will 
not  emerge  to  enable  us  to  change  our  accelerating  high- 
speed, wayward  culture. 

A  civic  consensus  usually  flows  from  an  aggregate  of  per- 
sonal conceptions  of  time.  I  have  my  own:  Jettison  needles.' 
complexity.  Leapfrog  redundant  and  diversionary  means  tc 
the  objectives  one  has  in  mind.  Discern  patterns  that  cu' 
through  the  seemingly  unrelated  information  that  clutter: 
time.  Develop  a  balance  between  input  and  output  so  tha 
the  former  serves  the  latter  and  does  not  become  an  end  untc 
itself.  Contribute  to  a  society  that  foresees  and  forestalls 
where  prevention  precludes  endless  torments  that  burder 
people's  time.  A  just  society  not  only  saves  time,  it  greath 
improves  the  product  of  its  use.  ■ 


Ralph  Nader  has  been  an  influential  social  critic  and  self-styled  con 
iumer  advocate  since  the  1960s.  He  ran  as  the  Green  Party  candidate  fo 
president  of  the  United  States  in  the  1996  election. 
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AD  1998: 
The  Digital  Renaissance 


The  fusion  of  communi- 
cations, computing, 
electronics,  media,  soft- 
ware, and  information 
businesses  is  fueling  the 
digital  economy.  Some 
see  unprecedented 
turbulence.  We  see 
unprecedented  opportu- 
nity. Harvesting  those 
opportunities  will  be 
essential  for  competing 
in  the  digital  future.  To 
navigate,  organizations 
need  business  and  tech- 
nology consultants  with 
strategic  insight,  opera- 
tional expertise,  and 
implementation  skills 


across  industries  and 
technologies. 

To  win,  organizations 
must  align  structure  with 
strategy,  leverage  hidden 
assets  and  knowledge, 
connect  people  and  pro- 
cesses, and  continually 
learn  faster  than  the 
competition.  Renaissance 
Worldwide  can  help. 
With  over  6,000  profes- 
sionals in  more  than  100 
offices,  we  help  clients 
implement  their  strate- 
gies rapidly,  measurably 
knowledgeably  across 
organizations  and 


electronic  business 
communities  around  the 
globe. 

We  are  not  generalists, 
but  professionals  expert 
at  applying  breakthrough 
collaborative  approaches 
to  the  complex  issues 
facing  companies  in  your 
industry. 

To  learn  more  about  how 
we  can  help,  call  us  at 
1.800.591.7764  or 
within  Europe, 
+44.1.171.290.3710. 
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The  best  way  to 

raise  money 

is  to  present  to 

certified  investors, 

one  on  one, 
several  dozen  times 

a  day. 


You  can  do  that  without  taking  a  single 
plane,  train,  automobile  —  or  wearing  out 
any  shoe  leather. 

Do  it  through  the  SourceCapkal 
Network.  You  get  there  on  the  Internet, 
and  once  there,  you'll  find  scores  of  angel 
investors  who  are  actively  looking  for  new 
projects  to  finance.  You'll  only  have  to 
make  your  presentation  once,  and  you  can 
use  pictures,  voice  and  video  to  bring  it  to 
life.  So  it's  almost  like  presenting  in  person. 
Without  the  jitters. 

For  more  information,  e-mail  us  at 


angel_5813@sourcecapitalnet.com.  Or  call 
us  toll-free,  1-877-424-7100,  ext.  5813. 
And  do  it  soon.  It's  not  polite  to  keep 
an  angel  waiting. 


Death  of  a  Day  Planner 

BY     RICK     SEGAL 


THE  rooster  needs  NO  alarm  clock;  he  is  one.  You've 
never  seen  a  Swatch  on  a  salamander.  For  all  their 
documented  intelligence,  dolphins  don't  use  day  plan- 
ners. Only  we  who've  been  created  in  the  image  of 
the  Creator  need  our  yardsticks,  compasses,  and  clocks. 

Time  is  a  circumstance  of  being  free.  Free  to  imag- 
ine, to  conceive,  to 
decide,  and  also,  like 
our  Creator,  free  to 
create  and  invent. 
Time  is  a  place,  a 
venue,  in  which  we 
have  the  opportu- 
nity to  expend  not 
only  our  God-given 
but  our  God-like 
talents  and  abilities. 
It  is  "sensational"  in 
the  strictest  meaning 
of  the  term.  Time 
is  one  thing  that 
we,  alone  among 
the  species,  are  able 
to  perceive. 

We  possess  a 
native  sense  of  the 
abundance  of  this 
endowment  and  of 
our  own  uniqueness 
in  creation.  But  we 
are  too  proud  of  it. 
So  proud,  in  fact, 
that  through  the  ages 
we  have  increasingly 
characterized  the 
endowment  as  of 
our  own  making, 
and  our  uniqueness 
as  the  evolving  product  of  our  own  doing. 

Pride  has  caused  us  to  see  this  abundance  and  our  unique- 
ness as  perishable,  like  produce  wilting  in  the  larder.  Therein 
lies  the  urgency  that  causes  us  to  slice  our  perception  of  pur- 
pose into  seasons,  hours,  and  nanoseconds,  that  we  might 
regulate  the  depletion  of  that  which  our  faithlessness  causes 
us  to  perceive  as  a  diminishing  provision. 

In  Living  without  a  Goal,  James  Ogilvy  reminds  us  that 
ancient  life  wasn't  managed  by  objectives.  It  was  just  lived. 

Painting   by   Donald    Roller   Wilson 


He  suggests  that  one's  day-to-day  life  is  not  a  unit  of 
operation  in  a  larger,  goal-producing  process  but  rather  a 
personal  work  of  art. 

The  Maslow  pyramid  of  human  needs  printed  at  the  back 
of  my  name-brand  leather  day  planner  was  once  well 
bricked  in  the  masonry  of  prospective  self-actualization. 

There  were  five-year 
plans,  one-year  plans, 
and  next-60-minute 
plans.  I  used  them 
until  one  day  it 
dawned  on  me  that 
life  rarely  unfolded 
precisely  as  it  was 
organized  on  these 
green-lined  pages. 
There  were  always 
things  that  I  said  I 
was  going  to  do  that 
I  did.  There  were 
always  things  that 
I  said  I  was  going 
to  do  that  I  didn't. 
More  frequently, 
there  were  many 
things,  mostly  good 
and  productive,  that 
I  ended  up  doing 
unexpectedly.  Rather 
than  climbing  Mas- 
low's  pyramid,  I 
found  myself  regu- 
larly startled  by 
Drucker's  upside 
surprise. 

The  metrics  I 
had  put  in  place  to 
measure  the  return 
on  investment  on  the  expense  of  my  time  were  never  well 
aligned  with  the  life  unfolding  outside  the  planner.  Until, 
that  is,  the  day  I  understood  that  the  abundance  around  me 
and  the  uniqueness  within  me  are  not  perishable  but  eternal. 
Then  I  threw  away  my  day  planner.  I  haven't  used 
one  since.  ■ 


R 


Rick  Segal  is  managing  director  of  Cincinnati-based  Hensley  Segal 
Rentschler,  specialists  in  business-to-business  marketing  and  electronic 


commerce. 
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Canon  Technology  Update: 


For  people  who  assumed  that  hi; 

the  picture  j 


m 


Canon's  CLC  2400  brings  high-volume  productivity  within  the  reach  of  enterprises  that,  until  now,  could  never  afford  it. 


Ever  shop  around  for  a  high-speed  color  printer?  Ever 
recover  from  the  six-figure  sticker  shock  of  typical  machines? 

Well,  now  you  can  pick  yourself  up  off  the  floor.  Because 
Canon  has  dramatically  lowered  the  ceiling  when  it  comes 
to  the  cost  of  high-speed  color. 

With  some  very  bright  technology. 

Lower  costs,  higher  expectations. 

If  you  have  a  need  to  produce  large  numbers  of  a  color 
document — say,  a  few  thousand  or  so — you've  been  faced 


with  two  choices.  Watch  your  fingernails  grow  while  ; 
outmoded,  in-house  machine  grinds  along.  Or  watch  yo 
expenses  grow  while  an  offset  printing  firm  churns  out 
penalty  of  scale  rather  than  an  economy  of  scale. 

But  now  you  can  produce  those  few-thousand  documents 
just  a  few  hours  at  an  attractive  cost  and  quality.  With  n( 
technology  that  is  relatively  inexpensive  and  marvelously  fast  Tl 
performs  consistently  accurate  printing  regardless  of  operator  skil 

Which  means  that,  once  you  look  into  it,  you'll  find  then 
nothing  else  like  it. 


ColorPASS'"  is  a  registered  trademark  .'i  (  .1"""  In   B  tadowt*  isangism &  ma  k  ol  Mil  rosofl  Corporukmll     .    1     •■  »  wd/or  in  olhra  countries 

Macintosh*  is  a  registered  trademark  ol  Apple  Computer.  UK 
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seed  color  printing  was  unaffordable, 
irt  brighter. 


A  whole  new  category  of  color  printing. 

The  CLC  2400  is  a  unique  entry  into  the  world  of 
color  printing.  It  is  an  affordable  printer  that  lets  you 
produce  full-color.  400  x  400  dpi.  letter-sized  pages 
very  quickly.  With  an  in-line,  four-drum  color 
system  that  handles  heavy  stock  at  higher  speeds, 
minimizes  paper  jams,  and  maximizes  image 
stability — all  at  the  same  time. 

Is  it  too  good  to  be  true? 

The  color  quality  isn't  just  good;  it's  exceptional, 
with  true  stability  from  the  first  copy  to  the  last. 
Assured  by  a  four-drum  color  system 
and  straight  paper  path.  .Along  with  a 
heavy-duty,  die-cast  frame,  which 
protects  optical  components  from 
image-damaging  vibration. 

And  to  counteract  variations  in 
temperature  and  humidity  that  can 
affect  color  quality,  there  is  an 
automatic  toner  replenishment 
system  for  consistent  color  accuracy. 


What  fits  your  budget  also  fits 
your  network. 

For  network  printing,  the  CLC 
2400  can  be  teamed  up  with  the 
ColorPASS™-8000 


□      □      □ 


— ^     ColorPASS-8000/ 
ColorPASS-V80 


P       P       P 

m  a  a 

Macintosh 


With  a  ColorPASS  controller,  the  CLC  2400  accommodates  Windows®,  Macintosh®, 
and  other  platforms. 

controller  which  offers  speed  and  flexibility  in  creating, 
manipulating,  and  sorting  documents  from  the  desktop.  An 

advanced,  ColorPASS-V80 
controller  is  also  available 
which  can  even  help  you  solve 
your  variable  data  document 
production  problem. 

Canon  opens  doors  for 
you. 

At  Canon,  we  understand 
that  there  is  nothing  more 
frustrating  than  wanting  to 
do  something,  but  not 
having  the  means  to  do  it. 
And  with  our  newest  color- 
printing  technology,  we  have 
made  yet  another  means  afford-able.  Utilizing  our  expertise  in 
digital  imaging  to  help  your  enterprise  achieve  greater 
productivity  and  efficiency. 

So,  welcome  to  a  new  world.  A  beautiful  world 
where  brilliant  technology  leads  to  bright  imaging, 
and  where  high-speed  color  printing  doesn't  have  to 
cost  a  fortune. 


The  CLC  2400  has  four  in-line  drums  for  high-speed  output. 


The  Canon  CLC  2400  Color  Laser  Copier 


Canon 


Visit  Canon  online  at  http://www.canon.com 
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Profit  by  the  Minute 

BY   MICHAEL   ROTHSCHILD 


HICH  performance  measure  provides  the  more 
penetrating  insight  into  the  economic  funda- 
mentals of  your  business:  profit  per  unit  or  profit 
per  minute? 

When  Henry  Ford's  company  was  starting 
to  take  off  in  the  early  1900s,  some  80%  of  the  in- 
cremental revenue  dol- 
lar was  chewed  up  by 
the  cost  of  material  and 
hands-on  labor.  Fixed 
overheads  rarely  ex- 
ceeded 20%  of  a  manu- 
facturer's cost  structure. 
Consequently,  fanatical 
control  of  wages  and  the 
cost  of  materials  was  the 
key  to  profit  manage- 
ment. Vertical  integra- 
tion all  the  way  back 
upstream  to  the  rubber 
plantations  and  iron 
mines  made  sense.  Con- 
stant attention  to  the 
most  trivial  changes 
in  cost  per  unit — and 
profit  per  unit  —  was 
crucial  to  success. 

Today,  the  cost  struc- 
ture of  most  informa- 
tion age  businesses  is 
virtually  the  opposite  of 
that  faced  by  their 
machine  age  prede- 
cessors. In  the  most 
extreme  cases,  such  as  in 
the  software  and  the 
telecommunications  industries,  the  direct  incremental  cost 
of  producing  an  extra  unit  is  near  zero  —  that  next  copy 
of  a  $500  software  program  could  cost  as  little  as  the  30 
cents  for  the  CD-ROM  it's  loaded  on.  By  comparison,  fixed 
overheads  account  for  100%  of  the  cost  structure.  Even  in 
high  tech  manufacturing,  the  incremental  cost  of  purchased 
materials  and  direct  labor  is  often  well  under  20%  of  the 
revenue  dollar  it  brings  in.  Fixed  overheads  for  marketing, 
sales,  field  engineering,  R&D,  and  depreciation  on 

drawing   by   Paul    Noble 


technology-packed  facilities  often  exceed  80%  of  revenues. 
In  this  radically  restructured  cost  environment,  vertical 
integration  is  absurd.  That's  why  General  Motors  is  spinning 
off  its  massive  Delphi  parts  operation.  Smart  management 
teams  relentlessly  pare  away  all  activities  that  aren't  part 
of  their  core  competency.  The  name  of  the  game  is 

to  master  just  one  layer 
in  a  complex  value  chain. 
Everything  else  should 
get  outsourced  to  orga- 
nizations that  have  de- 
voted themselves  to  per- 
fecting those  functions. 
But  what  impact  has 
the  revolution  in  cost 
structures  had  on  man- 
agement's traditional 
focus  on  profit  per  unit? 
The  answer:  none.  Cor- 
porations are  spending 
more  time  and  money 
than  ever  in  a  futile 
attempt  to  grind  out 
accurate  profit-per-unit 
numbers,  even  though 
those  figures  often  lead 
to  unprofitable  decisions. 
So  far,  only  a  few  inno- 
vators have  realized  that, 
in  the  digital  age,  profit 
per  minute  is  a  far  more 
revealing  measure  of 
performance. 

A  simple  example 
illustrates  the  point. 
After  installing  a  com- 
plicated activity-based  costing  system,  the  controller  at  High 
Tech  Manufacturing  has  calculated  that  Model  Z,  which  sells 
for  $100  each,  has  a  total  unit  cost  of  $90,  leaving  a  unit  profit 
of  $10.  Of  that  $90  total  unit  cost,  $20  is  spent  on  direct 
material  and  labor,  with  an  additional  $70  in  overhead  allo- 
cated to  each  unit.  The  marketing  and  sales  departments 
of  the  company  argue  that  cutting  the  price  of  Model  Z  from 
$100  to  $80  would  easily  double  unit  volume  from  1,000  to 
2,000  a  year.  But  since  the  proposed  pricing  would  >234 
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<233  generate  a  $20,000 
loss  ($10  per  unit  times 
2,000  units),  the  proposal  dies  quickly. 

But  what  would  have  happened  had  the  company  not 
focused  on  profit  per  unit?  Let's  say  High  Tech  Manufac- 
turing sold  1,000  units  at  the  $100  price  point.  That  would 
generate  $100,000,  of  which  $80,000  would  help  pay  the  fixed 
overheads  (with  the  remaining  $20,000  going  to  pay  for  the 
materials  and  direct  labor,  since  the  Model  Z  consumes  only 
$20  per  unit  for  those 
costs).  At  the  proposed 
$80  price,  the  cash 
contribution  per  unit 
would  drop  to  $60,  but 
with  2,000  units  sold, 
the  total  cash  raised  by 
the  Model  Z  would  rise 
to  $120,000,  a  $40,000 
increase.  Some  over- 
head accounts  might  _^^^SsJ  L  t  1\* 
rise  marginally  to  han- 
dle the  extra  Model  Z 
shipments.  But  for  the 
most  part,  the  bulk  of 
the  extra  cash  would  go  right  to  the  bottom  line.  Despite  tak- 
ing great  care  to  calculate  the  precise  profit-per-unit  figures, 
the  numbers  led  management  to  the  wrong  conclusion.  The 
price  cut  would  have  generated  nearly  $40,000  in  extra  profit, 
not  a  $20,000  loss. 

It  is  incorrect  to  believe  that  overhead  structures  that 
are  virtually  fixed  over  time  are  instead  driven  up  by  each 
extra  unit  of  product.  Overhead  costs  are  fime-driven,  not 
unit-driven.  Just  as  vertical  integration  had  to  be  abandoned 
for  the  modern  focus  on  core  competency,  the  forces  of 
information  age  economics  will  force  executives  to  rethink 
the  way  they  go  about  profit  analysis. 

For  firms  with  high-overhead  cost  structures,  the  con- 
cept of  profit  velocity  couldn't  be  simpler.  For  a  rough  esti- 
mate, divide  your  total  annual  overhead  by  500,000  —  about 
the  number  of  minutes  in  a  year.  That  figure  is  your  overhead 
per  minute.  Of  course,  any  product  that  generates  more  cash 
per  minute  than  the  plant  uses  up  in  overhead  per  minute 
will  yield  a  positive  "profit  velocity."  If  you  have  solid  data 
regarding  the  time  required  to  process  products  through  your 
key  operation,  you  can  calculate  profit  velocity  by  individual 
sales  order,  stock  keeping  unit  (SKU),  product  family,  distribu- 
tion channel,  customer,  or  other  criteria.  Once  you  analyze 
their  impact  on  profit-per-minute  instead  of  profit-per-unit, 
you  can  make  sensible,  logical  profit-building  decisions  about 
your  product  mix,  target  customer  profile,  and  pricing  changes. 
It  will  take  some  time  for  smart  companies  to  compre- 
hend time-based  economics  and  the  analytical  power  of  profit 
velocity.  As  always,  those  who  are  the  first  to  grasp  the  rules 
of  the  new  game  will  win.  ■ 


1/  I  M  P  I  CV  +222  Our  former  political  correspon- 
|\  j  IN  0  L  L  T  dent  Jacob  Weisberg  told  of  people  in 
Washington,  D.C.,  commenting  to  him  on  his  latest  piece 
before  he  even  knew  it  had  been  edited  back  in  Redmond, 
Washington. 

Many  Slate  writers  come  from  the  world  of  print  journal- 
ism and  are  publishing  their  work  online  for  the  first  time. 
If  they  supply  an  email  address,  as  we  encourage  them  to  do, 
they  are  astonished  — and,  on  balance,  delighted — by  the 

speed  and  quantity  of 
responses  they  get. 

The  velocity  of 
email  is  one  reason 
readers  insist  that  In- 
ternet publications 
move  faster  than  tra- 
ditional print.  We're 
communicating  around 
the  world  in  an  instant, 
they  say,  why  can't  you? 
But  another  reason 
is  aesthetic:  An  un- 
changing Web  page 
seems  dead  in  a  way 
that  a  static  page  of  ink  on  paper  does  not.  Readers  are  used 
to  getting  a  print  magazine  labeled  "September"  in  early 
August  and  don't  mind  reading  it  in  October.  But  to  dial  into 
cyberspace  and  have  the  shimmering  pixels  of  your  computer 
screen  display  material  dated  five  days  ago  seems  intolerable. 
Some  media  sages  deplore  the  effect  cyberspace  is  having 
on  journalism.  Cybergossip  Matt  Drudge  scoops  print  pub- 
lications on  their  own  stories.  Newspapers  put  half- 
finished  pieces  on  their  Web  sites  to  stake  a  claim  and  beat 
the  competition.  That  raises  an  important  question:  Does 
journalism  in  cyberspace  mean  lower  standards?  Not  inevi- 
tably. But  the  speed  and  the  competitive  pressure  certainly 
make  maintaining  standards  more  difficult. 

We'll  all  get  used  to  it.  The  feeling  that  life  suddenly 
is  moving  faster  because  of  the  Internet  isn't  so  different  from 
what  people  felt  during  earlier  technological  revolutions.  The 
advent  of  the  railroads  in  the  last  century  was  what  led  to  the 
establishment  of  standardized  universal  time  in  the  first  place. 
In  the  world  of  Jane  Austen  novels,  people  spend  days 
sending  notes  and  dropping  in  on  one  another  unexpectedly. 
Imagine  what  the  telephone  would  have  done  to  this  leisurely 
pace  —  what  it  undoubtedly  did  do  when  it  finally  arrived. 
Cars,  airplanes,  TV,  fax  machines...  the  Internet  is  just  the  lat- 
est time  accelerator,  and  surely  not  the  last. 

And  each  of  these  developments  has  been  a  blessing. 
When  Shakespeare's  Richard  II,  in  his  prison  cell,  says  that 
"time  doth  waste  me,"  his  complaint  is  not  about  an  overly 
hectic  pace.  But  the  feeling  that  time  is  a  resource  you  once 
squandered,  and  now  it's  getting  even,  is  one  that  is  widely 
shared,  understandable. ..and  wrong.  ■ 


a  Michael  Rothschild  is  founder  and  CEO  ofMaxager  Technology  and  chief 
architect  of  The  Maxager  System.  He  is  also  the  author  of  Bionomics: 
Economy  as  Ecosystem  and  president  of  the  Bionomics  Institute. 


E 


Michael  Kinsley  is  the  editor  of  Slate  (www.slate.com),  an  online 
published  by  Microsoft.  He  is  the  former  cohost  of  CNN's  Cross- 
former  editor  of  the  New  Republic. 
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WASHINGTON,  D.C.  CONVENTION  CENTER 
THE  RENAISSANCE  WASHINGTON,  D.C.  HOTEL 
CONFERENCES:  JANUARY  25-28,  1999 
EXPOSITION:  JANUARY  26-28,  1999 


LEADING  THE  TRANSITION  TO 
TOMORROW'S  NETWORK  STRUCTURE 


Register  by 

January  4,1999 

for  Maximum 

Savings! 


The  more  your  network  does,  the  more  everyone  wants  it  to 
do.   New  technologies  create  new  demands,  new  challenges. 
To  get  up-to-speed  on  the  latest  innovations  and  future  devel- 
opments, you  can't  afford  to  miss  ComNet/  D.C.  '99.  It's 
the  one  event  that  benefits  everyone  involved  in  designing, 
building  and  managing  enterprise  networks:  Corporate 
executives  -  CFOs,  ClOs,  COOs  •  Trade  resellers  • 
Technical  professionals  •  Systems  integrators  • 
Consultants  and  investors  •  Engineers 

Two  NEW  Conferences  -  In-depth  Learning 
to  Guide  You  Through  Tough  Decisions 

ComNet/Pro,  for  technical  professionals  combines  practical 
instruction  with  pure  technology  analysis.  Gain  hands-on 
product  experience  and  essential  product  information  that 
will  help  you  solve  your  networking  challenges. 

ComNet/Executive  Forum,  for  executive  strategists  helps 
you  balance  the  demands  of  business  with  technology  costs. 
Learn  how  to  use  network  technology  to  your  strategic 
advantage 

Conference  tracks  include  Enterprise  Intranets  and 
Networked  Applications  •  Network  Management 
•  Performance  and  Reliability  •  High-Speed 
LANs/Switching  Technology  •  Voice,  Video  and 
Fax  •  Virtual  Private  Networks  •  Broadband 
Access  and  Remote  Networking  •  Policy  & 
Deregulation  •  Evolution  of  WAN  Services  • 
NT  Networks 

Tutorials  Provide  Valuable  Instruction 

Choose  from  over  30  half-day,  full-day  or  two-day  tutorials 
covering  fundamental  topics  and  complex  industry  challenges. 
Earn  Continuing  Education  Units  (CEUs)  for  completion  of 
tutorials  taught  by  the  George  Washington  University's 
Continuing  Engineering  Education  Program  instructors. 


Register  by  January  4,  1 999  to  save  $  1 00 
off  the  conferences  and  receive  a  FREE 
Exhibit  Hall  Pass  to  ComNet/D.C.  '99. 


Sponsored  ir: 

World 
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Find  Out  What's  On  the  Horizon  for  Enterprise 
Networks  at  ComNet's  Keynotes! 

■  C.  Michael  Armstrong,  Chairman  and  CEO,  AT&T 

■  John  Chambers,  President  and  CEO,  Cisco  Systems 

■  John  Sidgmore,  CEO,  UUNET  Technologies  and  Vice 
Chairman  &  COO,  WorldCom,  Inc. 

Visit  the  Web  for  detailed  information  on  the 
keynotes,  super  sessions  and  town  meeting  - 
they're  FREE  to  all  registered  attendees. 

The  Inside  Track  on  21st  Century  Trends 

Attend  ComNet  for  valuable  insights  into  the  ideas  and 
technologies  that  are  shaping  the  networks  of  tomorrow. 

■  450+  exhibitors:  explore  next  generation 
solutions 

■  300+  new  product  debuts:  get  hands  on 
experience  with  the  latest  innovations 

■  Career  Fair:  network  with  industry  leaders 
and  propel  your  career  forward 

■  New  Product  Achievement  Awards: 

vote  for  the  products  you  think  will  make  the 
most  impact  on  the  industry  in  1 999 

■  Remote  Networking  &  Security 
Solutions  Center:  test  the  technologies  that 
are  driving  explosive  growth  in  the  industry 
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years  of  the  information  industry,  vertical  inte- 
gration was  necessary  The  supplier  base  was  not  well  estab- 
lished, leaving  companies  no  efficient  choice  but  to  design 
and  manufacture  product  components  themselves.  In  this 
environment,  proprietary  technologies,  priced  at  a  premium, 
were  the  main  source  of  competitive  advantage. 

But  as  the  information  industry  has  matured,  hundreds  of 
companies  have  sprung  up  to  supply  those  components  at 
competitive  prices.  That's  good  news,  but  for  manufacturers 
it  also  has  meant  that  product  differentiation  has  become 
harder  to  achieve.  So  speed  now  takes  on  paramount  impor- 
tance, and  process  innovation  becomes  its  fundamental  fuel. 

Looking  ahead,  this  speed  —  that  is,  saved  time  —  will  con- 
tinue to  define  the  competitive  arena. 

With  the  advent  of  the  Internet,  we  are  shrinking  time 
and  distance  to  a  degree  never  before  possible.  Increasingly, 
the  traditional  business  relationship  will  no  longer  be  enough. 
We  have  begun  redesigning  processes  in  a  way  that  blurs  the 
established  boundaries  between  supplier  and  manufacturer, 
and  manufacturer  and  customer. 

The  best  way  to  understand  the  impact  of  virtual  inte- 
gration is  to  look  at  the  principles  needed  to  make  it  possi- 
ble. First,  you  must  use  rapid  communication  to  build  direct 
relationships  between  the  customer,  manufacturer,  and  sup- 
plier. Second,  you  must  tightly  define  what  your  company 
does  best  and  focus  on  it,  partnering  with  others  for  capital- 
and  labor-intensive  services.  Third,  you  must  choose  part- 
ners who  are  the  best  in  their  fields  and  invite  them  to  be 
part  of  your  business  —  holding  them  to  the  same  exacting 
quality  and  performance  standards  you  employ  in  your  own 
company.  Finally,  you  must  think  of  the  Internet  not  as  an 
add-on  to  your  business  but  as  an  integral  part  of  your  com- 
pany's strategy.  Only  then  can  you  use  it  to  eliminate  tradi- 
tional company-to-company  boundaries,  which  is  necessary 
to  integrate  virtually. 

Virtual  integration  also  implies  a  basic  change  in  the 
way  we  view  our  own  information  assets.  Gone  is  the  idea 
that  a  company  must  closely  guard  its  information  assets. 
Instead,  we  need  to  view  such  assets  as  a  foundation  for 
open,  information-based  partnerships  that  speed  the  flow 
of  data,  thereby  improving  corporate  efficiency  and  creat- 
ing added  customer  value,  in  the  process  benefiting  all 
the  partners. 

At  Dell,  for  example,  we  are  using  the  Internet  to  share 
our  own  applications  with  customers  and  suppliers.  We  are 
developing  applications  internally,  including  a  front-end 
Internet  browser  to  make  them  accessible,  and  giving  them 
to  our  customers.  And  we  are  adding  direct  links  that  bring 
suppliers  and  technology  partners  inside  our  business. 

These  programs,  and  nearly  everything  else  we  do  at 
Dell,  are  designed  with  not  one,  but  two,  eyes  on  the 
clock.  We  have  no  choice.  Our  world  is  speeding  faster  by 
the  day.  ■ 


E 


Michael  S.  Dell  founded  Dell  Computer  m  his  freshman  dorm  room  at 
the  University  o)  Texas  at  Austin  in  1984  The  company  is  no*  one  of  the 
world's  leading  computet  manufacturers. 


0'  M  r  A  I     "*  ^®7  appearances.  Then  I  get  on  a  plane 
|\|  L  f\  L   to  go  to  the  next  city.  I  am  reviewing  that 
schedule  right  now  on  my  portable  PC.  Thanks,  Bill  Gates. 

Shortly,  I  will  be  leaving  my  hotel  room  to  begin  my  work- 
out—which I  do  religiously  from  8  to  12  every  day.  On  the 
way,  I  will  use  a  cell  phone  to  conduct  phone  interviews  my 
label,  TWIsM  Records  ("The  World  Is  Mine"),  has  set  up 
for  me  related  to  the  release  of  my  new  album.  I  also  like  to 
take  pictures  of  the  TWIsM  promotions  staff  with  a  digital 
camera  attached  to  my  portable  PC.  I  can  then  email  them 
these  photos  and  embarrass  them  whenever  I  want. 

I  will  then  send  email  from  another  mobile  phone  that  is 
a  combination  alphanumeric  pager,  Internet  terminal,  and 
fax  machine.  Some  people  freak  out  when  they  receive  email 
and  faxes  from  my  cell  phone. 

Upon  returning  to  the  hotel,  I  will  knock  out  a  couple 
more  interviews  and  get  ready  for  an  appearance  at  the  local 
Boys  &  Girls  Club.  Since  the  club  is  on  the  other  side  of  town, 
my  driver  will  use  a  navigation  system  to  pick  the  best  route. 
After  a  final  appearance  at  a  record  store,  I  am  off  to  the  air- 
port. Another  day  in  the  books.  I  spend  the  rest  of  the  evening 
resting  and  relaxing. 

When  I  am  at  home,  I  use  a  videoconferencing  system  in 
both  my  business  and  personal  life.  I  can  talk  to  my  agent 
about  business  or  place  a  call  to  my  family.  I  spend  so  much 
time  away  from  my  family  that  the  videoconferencing  sys- 
tem allows  me  to  feel  like  I  am  at  home  in  my  mother's 
living  room.  "I  love  you,  Mommy.  I  love  you,  Daddy." 

We  live  in  an  exciting  age,  a  lot  like  the  Industrial  Revo- 
lution, when  everything  in  our  economy  is  changing.  With 
this  change  comes  incredible  opportunity.  But  only  those 
who  have  access  to  technology  and  embrace  it  will  have  the 
tools  necessary  to  seize  this  opportunity.  This  is  particularly 
true  for  kids.  If  technology  is  not  equally  available  to  all,  the 
ones  without  it  are  going  to  be  left  behind. 

That  is  why  I  am  working  with  the  Boys  &  Girls  Clubs 
of  America  to  build  technology  centers  in  100  clubs  over  the 
next  10  years.  And  I  don't  mean  10-year-old,  hand-me-down 
computers.  I  want  to  empower  kids  who  otherwise  wouldn't 
have  access  to  the  latest  technology,  giving  them  a  chance  to 
compete  on  a  level  playing  field  in  the  21st  century.  If  there 
are  any  kids  reading  this  article:  You  don't  have  to  be  a  "geek" 
to  use  technology.  If  Shaq  can  work  it,  anybody  can  work 
it.  I  promise. 

As  society  advances,  thanks  to  technology,  the  pace  of 
life  will  continue  to  increase.  But  it  isn't  something  we  should 
fear.  If  people  learn  to  embrace  technology,  they'll  find  they 
can  make  time  for  the  opportunities  that  come  their 
way  and  enhance  their  capabilities.  In  fact,  the  best  tech- 
nologies are  those  that  are  so  easy  to  use  we  don't  even  think 
of  them  as  technology.  Ten  years  from  now  people  won't 
be  talking  much  about  technology;  they  will  be  using  it  with- 
out even  realizing  it  and  managing  their  time  more  effec- 
tive! v  than  ever.  ■ 
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( )  Neal  is  the  7-foot-l,  315-pound  NBA  center  for  the  Los  Ange- 
••■  has  released  live  rap  music  albums  and  has  appeared  in 
Steel,  Kazaam,  and  Blue  Chips. 
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Another  Year  in  Mign  uear 
Deloitte  &  Touche  Technology  Fast  500 


The  1998  Deloitte  &  Touche 
Technology  Fast  500  companies 
are  living  proof  that  when  it 
comes  to  growing  a  technology 
company,  the  race  goes  to  the 

SWIFT  AND  SAVVY.  This  year's  field  aver- 
aged a  five-year  growth  rate  of  2,958%,  com- 
ing in  at  19%  more  than  last  year's  Fast  500, 
and  contributed  a  staggering  $46.7  billion 
dollars  in  1997  revenues.  Now  in  its  fourth 
year,  the  Fast  500  program  ranks  the  500 
fastest-growing  technology  companies  in  the 
United  States  based  on  percentage  revenue  growth  over  a 
five-year  period. 

Petaluma,  California-based  Advanced  Fibre  Communications 
tops  the  1998  list,  posting  an  amazing  five-year  revenue 
gain  of  43,103%.  The  company's  revenues  skyrocketed 
from  $620,000  in  1993  to  $267.8  million  in  1997. 

The  Fast  500  is  compiled  from  three  sources:  winners  of 
Deloitte  &  Touche's  19  regional  U.S.  Fast  50  programs, 
nominations  submitted  directly  to  the  Fast  500,  and  public 
company  database  research.  Making  the  Fast  500  list  is  a 
significant  achievement  and  is  becoming  a  competitive 
benchmark  within  the  technology  community.  This  year, 
seven  international  Fast  50  programs  were  launched  in 
Canada  and  throughout  the  United  Kingdom.  They  com- 
pete separately  and  are  not  included  in  the  Fast  500, 
which  ranks  U.S.  companies  only. 

To  qualify  for  the  Fast  500,  companies  must  meet  the 
following  criteria: 

.   Be  a  technology  company,  defined  as  follows: 

•  Produces  technology. 

•  Technologically  intensive  or  uses  unique  technology 
in  problem-solving. 

.   Devotes  a  high  percentage  of  effort  to  research  and 
development  of  technology. 

•  Considered  a  technology  company  first,  but  may  be 
diversified  in  other  lines  of  business. 


•  J993  revenues  must  be  at  least  $50,000. 

i .  The  company  must  have  been  in  business 
for  a  minimum  of  five  years. 

•  The  company  must  be  headquartered 

in  the  United  States, 
(subsidiaries  are  not  eligible) 

Reflecting  an  Industry 

The  1998  Fast  500  provides  a  snapshot  of 
several  industry  trends: 


Software  continues  to  drive  technology.  Forty-one  percent 
of  the  Fast  500  fall  into  the  software  segment,  which 
includes  traditional  software  vendors  as  well  as  consulting, 
companies  that  also  develop  custom  software. 
Communications  companies  comprise  15%  of  the  Fast 
500,  while  10%  of  the  companies  fall  into  both  semicon- 
ductors/components/electronics industry  segment  and 
computers/peripherals. 

Medical  science's  growing  influence  on  the  technology 
economy  is  evident  in  the  top  five  companies.  Two  -  ICOS 
and  Incyte  Pharmaceuticals,  are  biotech  firms,  and  a  third 
OmniCell  Technologies,  makes  software  and  hardware 
exclusively  for  the  health  care  industry. 

The  established  U.S.  technology  centers  continue  to 
flourish,  but  the  biggest  revenue  increases  are  occurring 
elsewhere.  Nearly  50%  of  the  Fast  500  are  headquartered 
in  California,  with  29%  based  in  Northern  California. 
Massachusetts  had  20%,  while  Virginia's  emerging  tech- 
nology community  is  represented  by  11%.  But  when  it 
comes  to  average  growth  rate,  the  Southwest  leads  the 
nation  due  to  some  super-charged  companies  from  Texas, 
reporting  an  impressive  5,339%  average  jump  in  revenues 
over  the  past  five  years.  These  Texas  companies  include 
Alpha  Technologies,  Texas  Biotechnology  Group, 
Metrowerks  and  12  Technologies. 

In  an  industry  that  lives  by  mergers  and  acquisitions,  it's 
no  surprise  to  find  that  3-4%  of  the  Fast  500  companies 
have  been  acquired  since  January  1,  1998. 
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The  Fast  500^  Top  Five 

1.  Advanced  Fibre  Communications 

www.fibre.com 

Headquarters:  Petaluma,  California 
Five- Year  Revenue  Growth:  43,103% 
Don  Green,  Chairman 

The  world's  telephone  networks  may  be  struggling  to  keep  up 
with  the  transmission  demands  of  the  Internet,  but  Advanced 
Fibre  Communications  (NASDAQ:  AFCI)  is  up  to  the  task.  That 
may  be  why  AFCI  earned  the  top  spot  in  this  year's  Fast  500. 

AFCI  manufacturers  telecommunication 
systems  for  the  "local  loop"  between  tele- 
phone service  users  and  public  telephone 
networks. 

As  data  signals  to  and  from  the  Internet 
continue  to  crowd  out  voice  signals,  AFCI 
expects  its  phone  company  customers  to 
demand  new  products.  Fortunately, 
according  to  AFCI  Chairman  Don  Green, 
anticipating  market  drivers  is  one  of  the 
company's  greatest  strengths.  "We  look  beyond  our  immediate 
customer,"  Green  says.  "We  try  to  anticipate  overall  communica- 
tions demands  and  figure  out  how  they  will  impact  our  telephone 
company  customers.  Their  customers  will  be  demanding  higher 
bit  rate  services.  That  means  the  telephone  network  will  evolve 
from  a  circuit-switched  network  to  a  packet- switched  network. 
Our  biggest  challenge  is  figuring  out  how  fast  that  transition 
will  take  place." 

Green  is  resolute  about  AFCI's  prospects  over  the  next  five 
years.  "We're  in  a  fast-growing  segment  of  the  telecommunica- 
tions market,"  he  says.  "We  expect  to  steadily  grow  and  be  a 
major  player,  well  in  excess  of  a  billion  dollars." 


2.  ICOS  Corporation 

www.icos.com 

Headquarters:  Bothell,  Washington 

Five-Year  Revenue  Growth:  34,955% 

George  Rathmann  Ph.D.,  Chief  Executive  Officer 

As  a  pharmaceutical  company  pioneering  new  technologies, 
ICOS  (NASDAQ:  ICOS)  has  little  choice  but  to  be  patient  for 
revenues  to  roll  in  from  its  products.  "If  your  ultimate  target  is 
a  human  pharmaceutical,  you  aren't  sure  you  have  a  viable 
product  until  you've  had  extensive  human  testing.  That  occurs 
about  $100  million  down  stream,"  explains  George  Rathmann, 
CEO  of  ICOS. 


While  ICOS  products  are  undergoing  lengthy  clinical  trials,  c 

company  earns  income  from  research  and  development,  inrH 

tives  involving  strategic  partnerships  with 

other  firms.  ICOS  develops  treatments 

for  diseases  such  as- asthma,  multiple 

sclerosis,  severe  inflammation,  psoriasis 

and  impotence. 

According  to  Rathmann,  the  company  has 
always  placed  a  premium  on  developing 
its  research  capabilities  in  cutting-edge 
sciences.  "We're  after  more  than  profi- 
ciency. We  work  hard  to  pioneer  new 
ideas,"  he  says. 

With  the  health  care  industry  more  bottom-line  conscious 
ever  before,  Rathmann  notes  that  pharmaceutical  companie 
are  responding  to  a  new  set  of  expectations.  "There  is  more  J 
emphasis  on  value.  You're  being  measured  by  new  standarc 
the  time.  We  have  to  be  in  tune  with  the  very  latest  measunl 
how  product  performance  is  going  to  be  assessed  by  the  systd 


3.  OmniCell  Technologies 

www.omnicell.com 
Headquarters:  Palo  Alto,  California 
Five- Year  Revenue  Growth:  32,492% 
Randall  Lipps,  Chairman 


OmniCell  Technologies  is  in  the  midst  of  a  growth  spurt.  Ir 
past  five  years,  not  only  did  this  privately  held  software  coir 
ny's  revenues  expand,  so  did  its  employee  roster:  from  just 
people  to  291.  OmniCell  has  also  formed  important  strategi 
alliances  with  international  health  care  organizations. 

OmniCell  produces  integrated  hardware  and  software  syste 
for  health  care  institutions.  These  products  help  manage  th 
inventory  and  costs  of  supplies  and  m 
ications  at  the  point-of-use  such  as  nu 
ing  locations,  operating  rooms,  emerg 
rooms  and  pharmacies. 

Helping  to  manage  the  company's  grc 
is  Randall  Lipps,  OmniCell's  Chairma 
who  says  that  persistence  is  the  key  to 
successful  entrepreneurship.  "If  you  t 
figure  everything  out,  you  won't  be  ab 
to.  You  have  to  take  one  step  at  a  time 

If  there  are  certain  issues  left  unanswered,  you  can't  let  tha 

stop  you." 

OmniCell's  future  growth  may  rest  on  its  own  ability  to  na^ 
gate  uncharted  waters.  "We're  in  an  embryonic  market.  We 
want  to  broaden  our  market  position  by  having  a  wider  ran 
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s,"  says  Lipps.  "Every  health  care  organization  will  have 
pe  of  point-of-use  system  in  the  next  five  to  ten  years, 
ell  wants  to  be  there  more  often  than  not." 


IIeaChange  International 

a  schange.com 

■  quarters:  Maynard,  Massachusetts 
t  fear  Revenue  Growth:  31,778% 
rtltvslinger,  Chief  Executive  Officer 
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sion  may  never  be  the  same  if  SeaChange  International 
^DAQ:  SEAC)  has  its  way.  A  leading  supplier  of  digital 
video  delivery  systems  for  the  television 
industry.  SeaChange  is  set  to  introduce  an 
interactive  television  system  to  the  home 
market  in  1999. 

Engineering  talent  is  the  company's  most 
prized  asset.  According  to  CEO  Bill 
Styslinger.  "Some  of  the  greatest  engi- 
neers in  the  world  are  right  here.  A  lot  of 
them  come  from  Digital  Equipment  so 
they  have  a  great  background  in  building 
well-engineered  products." 


he  products  that  have  been  a  mainstay  for  SeaChange 
buted  video  applications  that  allow  television  stations 
ate  the  distribution  and  management  of  commercials 
ramming.  SeaChange's  interactive  television  system 
;  initial  foray  into  the  consumer  market.  Now  available 
^andful  of  hotels  in  New  York  and  Hawaii,  it  will  start  as  a 
-on-demand  system  that  allows  viewers  to  control  the 
and  may  eventually  evolve  into  a  medium  with  its  own 
Jized  content. 

nnovation  isn't  entered  into  lightly  at  SeaChange.  Says 
I  iger,  "We're  very  careful  about  pursuing  real  markets. 
"  oroughly  research  the  economics  as  they  apply  to  our 

ner  and  to  us. 


i  jcrre  Pharmaceuticals 

ncyte.com 
uiarters:  Palo  Alto,  California 
ear  Revenue  Growth:  31,567% 
'hitfield,  Chief  Executive  Officer 

Pharmaceuticals  (NASDAQ:  INCY)  wants  to  be  the 
s  Anatomy"  of  the  genomic  age  by  becoming  the  stan- 
ource  for  descriptions  of  the  genetic  makeup  of  humans 
her  organisms  used  in  medical  research.  The  company 


supplies  proprietary  databases  of  genetic  data  to  researchers  as 
well  as  software  for  genomic  data  management  and  analysis, 
and  related  reagents  and  services.  "We 
have  the  world's  largest  DNA  sequencing 
facility  here  in  Palo  Alto,"  says  Roy 
Whitfield,  Incyte's  CEO. 

During  the  last  18  months,  Incyte  added 

600  employees  and  opened  new  business 

units  in  St.  Louis  and  Cambridge, 

England.  Revenues  exploded  111%  from 

1996  to  1997.  Whitfield  attributes  the 

company's  success  to  its  ability  to  act  less 

like  a  biotech  concern  and  more  like  the 

nimble  high  tech  companies  that  break  barriers  in  Silicon 

Valley.  "Biotech  companies  traditionally  rely  too  much  on 

patents  and  the  mistaken  belief  in  the  infallibility  of  their  own 

technology,"  he  says.  "We've  demonstrated  the  ability  to  rapidly 

move  a  scientific  discovery  to  an  industrial  scale  at  low  cost  and 

high  throughput." 

A  similar  philosophy  applies  to  Incyte's  relationships  with 
pharmaceutical  companies.  "We've  managed  to  do  deals  with 
all  the  big  drug  companies,"  notes  Whitfield.  "That's  unusual 
because  the  drug  companies  usually  get  preferential  deals  or 
some  type  of  exclusivity  out  of  the  biotech  company.  We  deal 
non-exclusively  with  everyone." 


Winners  of  the  Deloitte  &  Touche  Technology  Fast 
500  will  be  invited  to  an  exclusive,  executive-level 
conference  held  April  30  to  May  1,  1999  at  the 
Arizona  Biltmore,  in  Phoenix.  The  two-day  confer- 
ence, held  in  association  with  Forbes  ASAP,  will 
focus  on  the  unique  business  issues  facing  CEOs  of 
high-growth  technology  companies. 

Deloitte  &  Touche,  one  of  the  nation's  leading 
professional  services  firms,  provides  accounting  and 
auditing,  tax,  and  management  consulting  services 
through  23,000  professionals  in  more  than  100 
U.S.  cities.  Deloitte  &  Touche  is  part  of  Deloitte  & 
Touche  Tohmatsu,  a  global  leader  in  professional 
services  with  more  than  72,000  professionals  in 
over  129  countries. 

Companies  interested  in  additional  information  on 
the  Deloitte  &  Touche  Technology  Fast  500  or  any  of 
the  regional  Fast  50  programs  are  invited  to  visit  the 
Web  site  at  www.us.deloitte.com/fast500. 
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^BB                                                                          Revenues     Revenues 
Company  Name                                              Description                         (thousands)      (thousandsi 

5-Year 
%  growth               City 

State 

> 

i                Advanced  Fibre  Communications  Inc 

communications 

$    620 

$267  858 

43,103% 

Petaluma 

CA 

Donald  Green             — 

2                                        ICOS  Corporation 

biotechnology 

90 

31576- 

34,955 

Bnthell 

WA 

George  Rathmann 

3                            OmniCell  Technologies  Inc 

software 

147 

47910 

32492 

Palo  Alto 

CA 

Randall  Lipps 

4                               SeaChange  International 

software 

213 

67  900 

31,778 

Mnynnrd 

MA 

William  Styslinger,  II 

5                           Incyte  Pharmaceuticals,  Inc. 

biotechnology 

279 

88  351 

31,567 

Palo  Alto 

CA 

Roy  Whitfield         i 

6                                Insight  Technology  Group 

software 

51 

15  261 

29,825 

St  louis 

M0 

louis  Hawn                . 

7                       Alpha  Technologies  Group  Inc. 

semiconductors/components/electronics 

258 

75,665 

79228 

Houston 

TX 

Marshall  Butler 

8                                      Yurie  Systems  Inc. 

communications 

194 

51,068 

26,224 

Landover 

MD 

Jeong  Kim 

9                        Annlied  Cellular  Technolonv  Inc 

communications 

410 

103159 

25061 

Nixa 

M0 

Richard  Sullivan 

10 

Orthologic  Corp. 

medical/scientific/technical 

326 

77,049 

23,535 

Tempe 

A7 

Thomas  Trotter 

11 

Software  Emancipation  Technology,  Inc. 

software 

60 

10,651 

17  652 

Burlington 

MA 

Donald  Henrich,  II 

12 

McLeodllSA  Inc 

communications 

1550 

267  886 

17,183 

Cedar  Rapids 

IA 

Clark  Mcleod          i    t 

13 

Business  Impact  Systems,  Inc. 

other 

52 

8,541 

16,325 

Herndon 

VA 

Michael  McLister 

14 

Selfcare  Inc. 

medical/scientific/technical 

347 

52  250 

14,974 

Waltham 

MA 

Ron  7wonziger 

15 

Global  TeleSystems  Group,  Inc. 
NetVantage,  Inc. 

communications 

328 

47,098 

14  259 

McLean 

VA 

Gerald  Thames 

16 

semiconductors/components/electronics 

112 

15  840 

14,043 

El  Segundo 

CA 

Stephen  Rizzone 

17. 

Flexilnternational  Software,  Inc. 

software 

155 

21,624 

13,851 

Shelton 

a 

Stefan  Bothe 

18 

Netsmart  Technologies  Inc. 

software 

57 

7,882 

13  778 

klip 

NY 

Jomes  Conway 

19 

Virtualogic,  Inc. 

software 

73 

9  982 

13512 

Bethesda 

MD 

Peter  Johnson         1    fcl 

20 

New  Technology  Partners 

software 

61 

7,716 

12,461 

Manchester 

NH 

Bruce  Backa 

21 

PointCast,  Inc. 

Internet 

146 

17  993 

12,224 

Sunnyvale 

CA 

David  Dorman 

22 

Priority  Call  Management,  Inc. 

communications 

165 

20,111 

12  088 

Wilmington 

MA 

Andrew  Ory 

23 

Premiere  Technologies,  Inc. 

communications 

1,937 

229352 

11741 

Atlanta 

GA 

Boland  Jones          i 

24 

STInhslnc. 

software 

110 

12  976 

11696 

Bellevue 

WA 

Rob  Arnold 

25 

Progenies  Pharmaceuticals,  Inc. 

biotechnology 

134 

15,313 

11,378 

Tarrytown 

NY 

Paul  Maddon 

26 

Texas  Biotechnology  Corporation 

biotechnology 

150 

16,908 

11,172 

Houston 

TX 

Dnvid  McWilliams 

27 

RF  Micro  Devices,  Inc. 

semiconductors/components/electronics 

256 

28  802 

11151 

Greensboro 

NC 

David  Norbury 

28 

SVS  Inc. 

medical/scientific/technical 

69 

7  693 

11,049 

Albuquerque 

NM 

Paid  Shirley 

29 

Advanced  Technology  Systems,  Inc. 

software 

73 

7,600 

10,311 

Charlotte 

NC 

Stanford  Brookshire  J 

l 

30 

Integrated  Process  Equipment  Corp. 

semiconductors/components/electronics 

1438 

144,688 

9962 

San  Jose 

CA 

L 

31 

Computer  Motion,  Inc. 

medical/scientific/technical 

66 

6,611 

9917 

Goleta 

CA 

Robert  Duggan        1 

- 

32 

Metrowerks,  Inc. 

software 

184 

18  293 

9,842 

Austin 

TX 

lenn  Belanger         1 

L 

33 

DepnTech  Corporation 

biotechnology 

70 

6878 

9726 

San  Diego 

CA 

Fred  Middleton 

L 

34 

RorkPort  Trade  Systems,  Inc. 

software 

53 

5,117 

9621 

Gloucester 

MA 

Susan  Welch 

k 

35 

SFNSAR  Inc. 

semiconductors/components/electronics 

52 

4979 

9  453 

Moorestown 

Nl 

Thnmns  Drury  Jr. 

36 

Mirrofield  Graphics,  Inc. 

computers/peripherals 

62 

5,618 

8  961 

Portland 

OR 

John  Conroy 

L 

37 

InfrpPro  Incorporated 

software 

178 

16,000 

8903 

Silver  Spring 

MD 

Sue  Graham 

- 

38. 

Cardiovascular  Dynamics,  Inc. 

medical/scientific/technical 

126 

11,332 

8,894 

Irvine 

CA 

Michael  Henson 

39 

CellularVision  USA,  Inc. 

communications 

55 

4943 

8,887 

Brooklyn 

NY 

Shnnt  Hovnnnian      J 

L 

40 

OSS  Group,  Inc. 

software 

204 

18,325 

8883 

Lanham 

MD 

Frnnk  Islam 

41 

QuadrnMed  Corporation 

software 

517 

44  926 

8590 

Larkspur 

CA 

lames  Durham 

s~ 

47 

Intelligroup,  Inc. 

software 

933 

80189 

8,495 

Iselin 

Nl 

Stephen  Cams 

- 

43 

Invention  Machine  Corp. 

software 

118 

10110 

8  487 

Boston 

MA 

Vnlery  Tsourikov       1 

44 

IDT  Corporation 

communications 

1,675 

135187 

7971 

Hackensack 

NJ 

Howard  lonas 

45 

DBT  Online,  Inc. 

software 

477 

37546 

7  771 

Las  Vegas 

NV 

Frnnk  Barman       .  1 

L 

46 

Ascend  Communications,  Inc. 

communications 

16215 

1167357 

7,099 

Alameda 

CA 

Mnry  Fjnhat 

• 

47 

Telecom  Solutions,  Inc. 

communications 

200 

14049 

6,932 

Lake  Forest 

CA 

Amrik  Poonian 

L 

48 

Rose  Imaging.  Inc  (dha  Rose  International) 

software 

98 

6  809 

6,882 

Chesterfield 

M0 

Himnnshu  Bhatia 

49 

North  American  Vaccine 

biotechnology 

141 

9,700 

6779 

Beltsville 

MD 

Sharon  Males 

50 

Ease  Technologies,  Inc. 

software 

SO 

3,418 

6709 

Columbia 

MD 

Chnrles  Bubeck     1 

• 

9 

UUUHU!  61 


SPYRUS 


Corpofole  Information  Technologies,  Inc. 


International  Network  Services 


LoserSighl  Incorporated 


InteliDato  Technologies  Corporation 


r:QM  Qn-Line  Communication  Services  Inc 


Morotz  Inc 


US  Interactive  Inc 


Ingenium  Corporation 


SIMS  Communications  Inc 


Innovosive  Devices,  Inc 


fc  if  Systems  Inc.  (AXENT  Technologies  Inc  I 


LnserCycle  Inc 


Interferon  Sciences,  Inc. 


Business  Technologies  Inc 


Vista  Medical  Technologies  Inc 


GammoGraphX,  Inc 


Hunt  Technologies  Inc 


llmnce  of  Professionals  &  Consultants  Inc 


Interne! 


software 


communirntmns 


medical/scientific/lechnical 


oftwore 


Interne! 


computers/peripherals 


Interne! 


Interne! 


communications 


biotechnology 


oftware 


semiconductors/camponents/electronics 


biotechnology 


semiconductors/components/electronics 


medical/scienlific/technical 


software 


semiconduclors/components/electronics 


software 


J21 


JR. 


J6i 


J0i_ 


Jill 


100 


J26_ 


iZL 


$    191 


3,450 


99,275 


jimi 


6Q.3Q9 


160  660 


3  946 


6,500 


3,700 


17J1 


Ji5i 


28  200 


Ji21 


JJiL 


5.172 


_UiL 


JJ1Q6- 


10  964 


JJ61 


6684° 


6665 


6,612 


6,587 


6S64 


_6J61 


6553 


6,400 


jUH 


6  707 


6054 


5,812 


5710 


5,696 


5,695 


5,573 


5,525 


5399 


5135 


San  Jose 


Farmington 


Sunnyvale 


Orlando 


Herndon 


San  Jose 


Rnncho  Son  Diego 


Malvern 


Upper  Malboro 


Irvine 


Marlborough 


Waltham 


Lenexa 


New  Brunswick 


Woburn 


Carlsbad 


Waltham 


Pequol  Lakes 


JA 


Mk 


1L 


Mi 


JL 


Sue  Ponlius 


Patrick  Downend 


John  Drew 


Frank  O'Donnell 


John  Backus 


Eric  Spivey 


William  Roetzheim 


Larry  Smith 


Andre  Lynch 


Mel  Leiner 


Richard  Randall 


John  Becker 


Ritk  Krska 


Lawrence  Gordon 


Paul  Brady 


James  Blair 


David  Monks 


John  Mahlum 


Roy  Roberts 


American  Mobile  Satellite  Corp 


communications 


J51 


44214 


5,089 


Reslon 


Gary  Parsons 


Genesis  Manufacturing,  Inc 


semiconductors/components/electronics 


J51 


17,665 


Qldsmar 


Dick  Owens 


Nel  2QQQ  Communications 


communications 


72 


JJ41 


4,877 


Vienna 


Charlie  Thomas 


Carrier  Access  Corporations 


communications 


JB1 


18,719 


4,778 


Boulder 


_OL 


Roger  Koenig 


F-TRADF  Group  Inc 


Interne! 


7974 


142,737 


4,699 


Palo  Alio 


Chtislos  Colsakos 


Ituiibe;  iMta 


computers/peripherals 


_UL 


_uai 


1621 


-Portland 


Alex  Thurber 


The  Vantive  Corporation 


jflirMiS- 


2513 


117  346 


4570 


Santa  Clara 


John  Luongo 


Abacus  Software  Group,  Inc 


software 


_2fJl 


JJH 


JJQ1 


Burlington 


M 


Prashanl  Fadia 


AccuMed  Internalionol  Inc 


biotechnology 


419 


11111 


JiAL 


Chicago 


Paul  Lavallee 


Base  Technologies,  Inc.     software 


361 


16,323 


4.330 


McLean 


Robert  Nakamoto 


12  Technologies,  Inc 


software 


4,655 


JOJUM 


4,212 


Irving 


Sanjiv  Sidhu 


Arbor  Software  Corp 


ioftware 


_UDi_ 


47,383 


4,184 


Sunnyvale 


John  Dillon 


Edge  Biosystems,  Inc 


biotechnology 


_2i41 


Oil 


GaUhersburg 


John  Seed 


RABA  Technologies  Inc 


software 


104 


4,368 


4,112 


Columbia 


Robert  Baruch 


America  Online,  Inc. 


Internet 


40,019 


1,685,228 


.111 


Dulles 


Stephen  Case 


ADS  Communications,  Inc 


software 


96- 


Jill 


3,973 


Scotlsdale 


12. 


Robert  Glovitz 


ScanSource,  Inc, 


computers/peripherals 


JJfll 


93,922 


JJ4L 


Greenville 


Sleven  Owings 


IriScan,  Inc. 


computers/peripherals 


61 


JJ2L 


3,779 


Mount  Laurel 


John  Siedlarz 


SyllogisTeks 


software 


4075 


3694 


Clayton 


JUL 


Thomas  Smith,  Jr. 


The  IDP  Companies  Inc 


software 


Jl 


JflZl 


3,597 


Sudbury 


ML 


James  Walckner 


Documentum,  Inc. 


software 


2064 


75635 


3,564 


Pleasanton 


Jeffrey  Miller 


iisys  Telecommunications  I  nhoratories,  Inc. 


software 


J51 


34889 


3.549 


San  Francisco 


1L 


James  Jordan 


Loral  Orion  Network  Systems,  Inc. 


communications 


7,006 


77,741 


3,526 


Neil  Bauer 


Internalionol  Telcom,  Ltd 


communications 


1911 


68,851 


3,503 


Seattle 


Joel  Eisenberg 


Cymer,  Inc. 


semiconductors/components/electronics 


JiSl 


703  647 


3473 


San  Diego 


Robert  Akins 


Triple  Point  Technology  Inc. 


other 


J41 


Bii6_ 


346? 


Westport 


Allie  Rogers,  Jr. 


Intelligent  Med  Imaging  Inc. 


medical/scientific/technical 


JUL 


JJZl 


3,457 


Palm  Beach  Gardens 


Tyce  Fitzmorris 


Sabratek  Corporation 


medical/scientific/technical 


J21 


43,059 


3,404 


Shan  Padda 


RS  Information  Systems,  Inc 


software 


377 


423 


3395 


McLean 


Rodney  Hunt 


Boundless  Corp. 


computers/peripherals 


2,814 


98,271 


3,392 


Hauppguge 


JUL 


Leonard  Mckenzie 


Network  Associates,  Inr 


software 


17  911 


612,193 


3318 


Sonto  Clara 


William  Larson 
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Revenues 

(thousands) 
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wn 

i 
I 

101 

Serogen  Inc 

biotechnology 

S     138 

$     4714 

3  316  = 

Hnpkinton 

MA 

Reed  Prior               : 

102 

Urologix  Inc. 

medical/scientific/technical 

164 

5  504 

3  264 

Minneapolis 

MN 

Jack  Meyer              J 

103 

Technology  Investments  Inc 

software 

727 

24  211 

•  3  229 

Tampa 

Fl 

Scott  Blackburn          A 

104 

HighwoyMaster  Communications  Inc 

communications 

1665 

54632 

3181 

Dallas 

TX 

William  Saunders       J 

105 

NetScout  Systems  Inc 

software 

936 

30648 

3175 

Westfnrd 

MA 

Anil  Singhal             J 

106 

Angeion  Corporation 

medical/scientific/technical 

138 

4  505 

3,165 

Minneapolis 

MN 

Whitney  McFarlin 

107 

CHS  Electronics,  Inc. 

computers/peripherals 

146  408 

4  756  383 

3,149 

Miami 

Fl 

Claudio  Osorio 

108 

Rrnndrom  Cornoration 

semiconductors/components/electronics 

1138 

36  955 

3,147 

Irvine 

CA 

Henry  Nicholas,  III     j 

109     Internntinnnl  Intenrntinn  InrnrnnrntRd  (i-Cube) 

software 

833 

26,859 

3125 

Cambridge 

MA 

Michael  Pehl             < 

no 

XOMA  Corp. 

biotechnology 

571 

18  383 

3119 

Berkeley 

CA 

John  Castello            | 

. — 

in 

AC  Technologies,  Inc. 

software 

101 

3  205 

3  069 

Fairfax 

VA 

Satya  Akula 

112 

CellPro,  Inc. 

medical/scientific/technical 

301 

9516 

3  061 

Rnthell 

WA 

Richard  Murdock 

113 

Proxicom,  Inc. 

software 

544 

17186 

3,059 

Reston 

VA 

Raul  Fernandez 

114 

FORE  Systems,  Inc. 

semiconductors/components/electronics 

12,527 

395.347 

3,056 

Wnrrendale 

PA 

Eric  Cooper 

115 

Informatics  Corporation 

software 

336 

10,302 

2  970 

Richland 

WA 

Arnold  Whipple  Lara 

116 

Network  Management  Services  Inc. 

other 

231 

7,093 

2,964 

Minneapolis 

MN 

Mike  Binghom 

117 

Intermedia  Communications 

communications 

8.292 

247  900 

2  890 

Tampa 

FL 

David  Ruberg 

118 

Cerus  Corporation 

biotechnology 

230 

6,851 

2,879 

Concord 

CA 

Stephen  Isaacs 

119 

INDUS  Corporation 

Internet 

236 

7,010 

2,876 

Vienna 

VA 

Shivram  Krishnan 

120 

SRSInhs  Inc. 

other 

353 

10  081 

2.756 

Santa  Ana 

CA 

Thomas  Yuen 

121 

The  Counsell  Group  Inc. 

other 

219 

6  220 

2  744 

Boston 

MA 

Frank  Selldorff 

122 
123 

Metasys,  Inc. 

software 

500 

14  000 

2  700 

Charlotte 

NC 

Patrick  Thean 

Constellation  Technology  Corporation 

software 

144 

4  034 

2693 

Largo 

FL 

Charles  Settgast 

124 

Myriad  Genetics,  Inc. 

biotechnology 

550 

15  236 

2  670 

Salt  lake  City 

UT 

Peter  Meldrum 

175 

ACX  Inc. 

semiconductors/components/electronics 

368 

10145 

2653 

Cambridge 

MA 

Kenneth  Lazarus 

126 

VISTA  Information  Solutions,  Inc. 

software 

382 

10  391 

2618 

Son  Diego 

CA 

Tom  Gay 

127. 

Berkshire  Computer  Products 

computers/peripherals 

1105 

29  900 

2  606 

Hopkinton 

MA 

Frnest  Parsons 

128 

Clarify,  Inc. 

software 

3.320 

88  217 

2,557 

San  Jose 

CA 

Anthony  Zingale 

129 

Viragen,  Inc. 

biotechnology 

53 

1404 

2,549 

Plantation 

FL 

Robert  Zeiger 

130. 

Vastera 

software 

242 

6367 

2  528 

Dulles 

VA 

Arjun  Rishi 

131 

MARCAN,  Inc. 

software 

80 

2100 

2525 

Bellevue 

WA 

Marvin  Grobermnn 

l» 

133 

Northwest  Nexus,  Inc. 

Internet 

200 

5,121 

2461 

Bellevue 

WA 

Fdwnrd  Morin,  Jr. 

Imnet  Systems,  Inc. 

software 

1961 

50,184 

2  459 

Alpharetta 

GA 

Kenneth  Rardin 

o 

134 
135 

Andrx  Corporation 

biotechnology 

5  880 

149  698 

2  446 

Fort  Lauderdale 

Fl 

Alan  Cohen 

Alexander  Open  Systems 

software 

300 

7530 

2410 

Lenexa 

KS 

Gory  Alexander 

■■ 

136 

Prism  Solutions  Inc. 

software 

1739 

43  433 

2  398 

Sunnyvale 

CA 

Wnrren  Weiss 

137 
13R 
139 

IFNTFK  Sensors  Inc. 

semiconductors/components/electronics 

51 

1254 

2359 

Watertown 

MA 

Neil  Gnldfine 

Cycomm  International,  Inc. 

communications 

638 

15,679 

2,358 

McLean 

VA 

Alhert  Hawk 

RIGMAR  Inc. 

biotechnology 

264 

6  483 

2,356 

Johnstown 

OH 

lohn  Tramontane 

140 
141 

Brio  Technology,  Inc. 

software 

554 

13  386 

2316 

Palo  Alto 

CA 

Ynrgen  Edholm 

Citrix  Systems.  Inc. 

software 

5164 

123  933 

2,300 

Fort  Lauderdale 

Fl 

Fdwnrd  Inrohucci 

147 
143. 

Renrnn  Software  Development  Co.  Inc. 

soflware 

303 

7087 

2,236 

Edison 

NJ 

Mirhnel  Roe 

Scopus  Technology,  Inc. 

software 

2,704 

63130 

2,235 

Emeryville 

CA 

Ori  Snsson 

144 

Inhale  Therapeutic  Systems 

biotechnology 

708 

16  249 

2195 

San  Carlos 

CA 

Rnhert  Chess 

TekSci  Incorporated 

software 

444 

10113 

2179 

Seattle 

WA 

Vance  Hildermnn 

146 

147 

MRV  Communications  Inc. 

semiconductors/components/electronics 

7,426 

165,471 

2  128 

Chatsworth 

CA 

Noam  Lotaa 

Premisys  Communications  Inc. 

communications 

3  518 

78,358 

2127 

Fremont 

CA 

Nicholas  Williams 

148 

Advanced  Concepts  Inc. 

communications 

252 

5  614 

2126 

Columbia 

MD 

Frnnk  White,  Jr.     _ 

149 
150 

Mnttson  Technology,  Inc. 

semironduciors/components/electronics 

3479 

76  730 

2106 

Fremont 

CA 

Rrnd  Mnttson 

STFRIS  Corporation 

medical/scientific/technical 

26,662 

587,852 

2,105 

Mentor 

OH 

Rill  Snnfnrd 

,  ' 

j      ■ 
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>  wheod  Space  and  Telecommunications  Inc 


Description 


communications 


_225_ 


s    4,952 


5- Year 

■II 


_2jiUj 


Falls  Church 


JA_ 


Mary  Elliott 


Digital  Optics  Corporation 


communications 


141 


3.228 


Charlotte 


JiC 


Michael  Feldman 


Citadel  Technology  Inc. 


pfrware 


_2i5_ 


_5J2o_ 


?074 


Jkllus. 


Steven  Solomon 


Catolytico,  Inc. 


biotechnology 


ML 


15HM6_ 


2066 


Mountain  View 


Ricardo  Levy 


Tekcope  International.  Inc. 


communications 


U22_ 


36,154 


Houston 


Scotl  Crist 


MirmfDS    Inc 


Internet 


ML 


J3L 


Narberth 


Ike  Carpenter 


Polyphase  Corporation 


communications 


7.326 


151949 


L8Z1 


Dollar 


James  Rudis 


Open  Solutions,  Inc. 


software 


J26_ 


670(1 


JJ51 


Glastonbury 


Douglas  Anderson 


Wheat  International  Communications 


communications 


JL22L 


26,632 


1J51 


Reston 


Forrest  Wheat,  Sr. 


DeviceGuys,  Inc. 


software 


U31 


U5I 


Redmond 


RanDair  Porter 


Convergent  Solutions,  Inc. 


software 


_22L 


4507 


King  of  Prussia 


James  Pickens 


DSP  Communications.  Inc. 


communications 


4,098 


81,501 


Cupertino 


Joseph  Perl 


Equipe  Technologies,  Inc 


semiconductors/ components/electronics 


2,766 


54,546 


LJZ2_ 


Sunnyvale 


James  Cameron 


Imagyn  Medical  Technologies,  Inc 


medical/scientific/lechnical 


4  600 


90,695 


IML 


Newport  Beach 


Charles  Loverly 


L&E  Associates.  Inc. 


software 


urn. 


21,300 


1836 


Oxnnl 


Lindberg  Bing 


Coretech  Consulting  Group  Inc 


computers/peripherals 


1  538 


29  745 


1834 


King  of  Prussia 


Edward  Beaumount 


Keiter  Stephens  Computer  Services 


software 


JUL 


[ML 


Glen  Allen 


William  Vaughan 


MedicoLogic  Inc 


software 


ML 


12,807 


ML 


Beaverton 


Mark  Leavitt 


Hoveround  Corporation 


medical/scientific/lechnical 


J4L 


24081 


L8JL 


ifllfliOjCL 


Thomas  Kruse 


ITS  Services,  Inc. 


communications 


JUL 


9,323 


\ML 


Springlield 


Angela  Mason 


Technology  Applications  Inr 


software 


475 


9,155 


1,828 


Chesterfield 


Brent  Hyde 


3-G  International,  Inc. 


computers/peripherals 


ML 


5,415 


Springfield 


Thomas  Gregg 


HBS  International,  Inc. 


software 


963 


18273 


ML 


Bellevue 


Gregg  Bennett 


Alliance  Pharmaceutical  Corp 


biotechnology 


2370 


44  580 


1781 


San  Diego 


Duane  Roth 


EOS  Corporation 


semiconductors/componenls/electronics 


1246 


?3,321 


721 


Camarillo 


Frank  Perna 


Neuromedin!  Systems,  Inc. 


medical/scientific/technical 


ML 


JUZ1 


IML 


Suffern 


Paul  Sohner 


Engineering  Animation,  Inc 


software 


?687 


49717 


1750 


Ames 


Matthew  Rizai 


Sapient  Corporation 


computers/peripherals 


90,360 


J49_ 


Cambridge 


Jerry  Greenberg 


T/R  Systems  Inc. 


software 


643 


U21 


1,739 


Norcross 


_GA. 


Michael  Kahlsdorf 


Meta4  Digital  Design 


communications 


JUL 


U2L 


Livingston 


Albert  Blanco 


Jasc  Software,  Inc. 


iottwaie 


JZL 


6,913 


ML 


Minnelonka 


Kris  Tufto 


Nimbus  Technologies 


semiconductors/componenls/electronics 


_L2L 


7.190 


LZ1L 


High  Point 


JL 


John  Weir 


Weather  Information  Technology  Carp 


software 


ML 


U2L 


1,714 


Boulder 


iSL 


Bruce  Donaldson 


Radiant  Systems,  Inc, 


software 


78,003 


ML 


Alpharetta 


£A 


Erez  Goren 


Metro  One  Telecommunications,  Inc. 


communications 


1442 


26090 


1.709 


Beaverton 


M 


Timothy  Timmons 


Peritus  Software  Services,  Inc. 


software 


_2J3J_ 


40,301 


J06_ 


Billerica 


Allen  Deary 


Omtool,  Ltd. 


software 


J1Z1 


19,368 


ML 


Salem 


Robert  Voelk 


EPIC  Solutions,  Inc. 


software 


1266 


1701 


San  Diego 


Daniel  Crawford 


Silicon  Storage  Technology,  Inc. 


semiconductors/components/electronics 


4191 


75,322 


ML 


Sunnyvale 


Bing  Yeh 


Apex  PC  Solutions,  Inc 


computers/peripherals 


3091 


55,390 


ML 


Woodinville 


Kevin  Hafer 


Intelligent  Systems  Technology,  Inr 


software 


1387 


1688 


Santa  Monica 


Azad  Madni 


Advis,  Inc. 


Internet 


ML 


5,783 


UM 


Boslon 


David  Buck 


Wheb  Systems,  Inc. 


software 


ML 


9,335 


ML 


San  Diego 


Randy  Hawks 


Kendle  International,  Inc. 


biotechnology 


2,555 


44  233 


1631 


Cincinnati 


M 


Candace  Kendle  Bryan 


OhjectSpoce,  Inc. 


software 


ML 


17,154 


1629 


Dallas 


David  Norris 


Magainin  Pharmaceuticals,  Inc. 


biotechnology 


ML 


10,088 


604 


Plymouth  Meeting 


Michael  Dougherty 


Anergen  Incorporated 


biotechnology 


339 


5,763 


Redwood  City 


Barry  Sherman 


UroQuest  Medical  Corporation 


medical/scientific/lechnical 


979 


16  541 


1,590 


Menlo  Park 


Terry  Spraker 


Red  Brick  Systems  Inc 


software 


2,564 


43  315 


1,589 


Los  Galos 


Christopher  Erickson 


CB  Technologies,  Inc. 


computers/peripherals 


ML 


6,242 


1,577 


Malvern 


James  Coyne 


UilUIUS 


Company  Na 


PeopleSoft,  Inc. 


software 


gy  hast  sou  winners 


93  97 

Revenues     Revenues        5-Year 

jnds)      %  growth 


$58.191 


S  81 S  6S1 


L3U2! 


City 

Pleasanton 


CEO 


David  Duffield 


CIQE  Corporation 


communications 


151 


?1QQ 


Lafayette 


Felix  Tan 


Lilly  Software  Associates  Inc. 


software 


28  000 


Hampton 


Richard  I  illy 


Affymetrix  Inc 


biotechnology 


Jill 


HZfll 


i22_ 


Santa  Clara 


Stephen  fodor 


Martel  Communications 


communications 


S3  00? 


738  897 


L221 


McLean 


Daniel  Akerson 


Vlsio  Corporation 


software 


ZL41 


99.  SIS 


m 


Seattle 


Jeremy  Joech 


Best  Computer  Consultants  Inc 


software 


jffl. 


1M- 


ULL 


Overland  Park 


Kannan  Srinivosan 


Dintide  Inc 


biotechnology 


JUL 


4140 


U7J_ 


Londonderry 


Richard  Dean 


Powerwove  Technologies  Inc 


communications 


LZ1L 


liZQi. 


iZl 


Irvine 


Bruce  Edwards 


Qmmtech  Robotics  Inc 


other 


_26i 


JJUZ. 


iZL 


Englewood 


David  Parish 


^■"'-"O'menl  Systems  Inc.  (TMSI) 


software 


_ZQ1 


9592 


265 


Rockville 


LeRoy  Wildy 


Bionx  Implants  Inc 


medical/scientific/technical 


L1ZL 


16014 


m_ 


Blue  Bell 


Terry  1 


Zomax  Optical  Media,  Inc 


other 


2,794 


37,907 


L25L 


Plymouth 


James  Anderson 


Isolyser  Company  Inc. 


medical/scientific/technical 


JUL 


J5JJ4L 


L2i2_ 


Norcross 


_GA. 


Terence  Furness 


Bnghtpoint  Inc 


communications 


76,751 


,035,649 


J3L 


Indianapolis 


Robert  Laikin 


VIS  Development  Corp 


software 


iw. 


JiL 


Carl  Nelson 


Systems  Engineering  Inc 


software 


_9ii 


12937 


L24L 


Waltham 


Alan  Day 


SQRIBE  Technologies 


software 


LSI! 


24,095 


m. 


Menlo  Park 


Qfir  Kedar 


XQR  Network  Engineering,  Inc, 


Internet 


J5L 


JJUL 


JUL 


Boulder 


ID. 


Herb  Morreale 


Birnboum  Interpreting  Services 


communications. 


Jil 


J9i 


JQ1 


Silver  Spring 


David  Birnbaum 


Health  Decisions,  Inc 


software 


432 


S619 


1,201 


Chapel  Hill 


K 


Michael  Rosenberg 


Dotafocus  Inc 


software 


JZ1 


_6JZL 


UB4_ 


Fairfax 


Patrick  Higbie 


Caelum  Research  Carporation 


medical/ scientific/technical 


LL41 


14.657 


LJ8Q_ 


Rockville. 


Michael  Yeh 


Bilimono  Computer  Systems 


computers/peripherals 


104 


1325 


1  174 


Munster 


Yaz  Bilimoria 


Sensitech,  Inc 


.soitouL 


Ji7JL 


JJLL 


M- 


Beverly 


MA 


Eric  Schullz 


Research  Triangle  Consultants  Inc 


Internet, 


266 


3363 


165 


Cory 


NC 


Jeffrey  LeRose 


Foundation  Technologies  Inc 


software 


JAi 


_2J2i 


Jil 


Waltham 


MA 


Tod  Hayes  Loofbourrow 


Slratosys,  Inc. 


computers/peripherals 


2  358 


29  636 


JJ5L 


Eden  Prairie 


Scott  Crump 


iMarkel  Incorporated 


software 


J41 


.14.3M 


LL5i_ 


-Woltham, 


MA 


Richard  Lim 


QUALCQMM,  Inc. 


communications 


168  708 


2  096  36  S 


1  143 


San  Diego 


Irwin  Jacobs 


Cnrvos  International  Inc. 


biotechnology 


HL 


10,405 


JJL 


San  Diego 


John  Fried 


TAJ  Technologies,  Inc 


software 


552 


6  779 


J29_ 


Bloomington 


K.  Sukumar 


Kimmich  Software  Systems,  Inc. 


^oilwai£_ 


Jil 


liZi 


JUL 


Columbia 


Jeanne  Kimmich 


Pacific  Aerospace  &  Electronics,  Inc 


semiconductors/components/electronics 


34  200 


Wenatchee 


Donald  Wright 


Aura  Systems,  Inc. 


semiconductors/components/electronics 


LQfli 


133,802 


El  Segundo 


it 


Zvi  Kurlzmon 


Tenfold  Corp. 


software 


_L26JL 


L5JUL 


Draper 


Gary  Kennedy 


Trillium  Digital  Systems,  Inc. 


software 


JU5JL 


L5JTJ1 


1  108 


Los  Angeles 


Jeff  Lawrence 


Micron  Electronics,  Inc 


computers/peripherals 


162,180 


1,955,783 


1JM 


Nampa 


Joel  Kocher 


Ventano  Medical  Systems,  Inc. 


medical/scientific/technical 


JiBL 


32153 


1099 


Tucson 


il 


Henry  Pietraszek 


Logic  Works,  Inc. 


software 


4,225 


50,514 


LQ21 


Princeton 


Gregory  Peters 


DB  Basics  Inc 


software 


_844_ 


10,052 


LDiL 


Raleigh 


Nl 


Phillip  Mosely 


Datastrenm  Systems,  Inc. 


software 


JLBZ1 


69768 


087 


Greenville 


Larry  Blockwell 


Ross  Technology  Inc 


semiconductors/components/electronics 


7,023 


83104 


083 


Austin 


Fred  May 


Database  Technologies,  Inc. 


Internet 


J81 


_5J3B_ 


LQ81 


Wellesley  Hills 


David  Teplow 


Iomega  Corporation 


computers/peripherals 


147  123 


1,739,972 


Jffil 


ioy_ 


David  Dunn 


SCM  Microsystems,  Inc. 


computers/peripherals 


2,379 


27.769 


LM7_ 


Los  Gates 


Steven  Humphreys 


Analytical  Graphics,  Inc. 


software 


JJUL 


1286? 


ML 


Malvern 


Paul  Graziani 


Software  Technologies  Corporation 


software 


??98 


26,669 


061 


Monrovia 


James  Demetrindes 


J — Astern  Software  (dba  Compusoft,  Inc ) 
u Embrex,  Inc. 


software 


146 


JiZl 


1050 


Pasadena 


Ibrahim  Surani 


biotechnology 


2159 


24,789 


048 


Research  Triangle  Pork 


ML 


Randall  Marcuson 


IE 


IIMLLI 


'UU 


iCLimviug; 


Him 


301.  _ 

302.  _ 

303.  _ 

304.  _ 

305.  _ 

306.  _ 

307.  _ 

308.  _ 

309.  _ 
310.. 
311. _ 

312.  _ 

313.  _ 

314.  _ 
315.. 
316.. 
317.. 
318  _ 
319.. 
320.. 
321.. 
322.. 
323.. 
324.. 
325.. 
326.. 
327.. 
328.. 
329.. 
330.. 
331.. 
332.. 
333.. 
334.. 
335.. 
336.. 
337.. 
338.. 
339.. 
340.. 
341.. 
342. 
343. 
344. 
345. 
346. 
347. 
348. 
349. 


Company  Nan 


Storm  Technology,  Inc. 


Harbinger  Corporation 


DSFT  Corporation 


Telegroup,  Int. 


Design  Data  Systems  Corporation 


Aspect  Development,  Inc. 


Core  Medio  Systems  Inc. 


Communications,  Inc. 


Synygy,  Inc. 


Vivid  Technologies,  Inc. 


CKS  Group,  Inc. 


Harmonic  Lightwaves,  Inc. 


HNC  Software  Inc. 


CommSite  International.  Inc. 


Educated  Design  and  Development,  Inc. 


MFDTOX  Scientific  Inc. 


Northwest  EMC  Inc. 


Security  Dynamics  Technologies,  Inc. 


QTG  Software 


Cherokee  Information  Services.  Inc. 


Kinetic  Computer  Corporotion 


Biocontrol  Technology.  Inc. 


VFRITAS  Software  Corporation 


Force  3,  Inc. 


Integrated  Sensor  Solutions,  Inc. 


CYCUS  Inc. 


Bitwise  Designs,  Inc. 


Northwest  Software.  Inc. 


Insync  Systems,  Inc. 


Description 

computers/peripherals 


93 

Revenues 

(thousands)    (thousands; 


97 
Revenues        5-Year 
%  growth 


software 


software 


communications 


software 


software 


software 


communications 


software 


medical/scientific/technical 


communications 


communications 


software 


communications 


medical/scientific/technical 


biotechnology 


software 


software 


software 


Internet 


computers/peripherals 


medical/scientific/technicol 


software 


computers/peripherals 


semiconductors/components/electronics 


software 


computers/peripherals 


software 


SIGNAI  Corporation 


Data  Systems  International 


Qwest  Communications  International,  Inc. 


Platinum  Technology,  Inc. 


Rnxlight  Corporation 


MicroCrafts,  Inc. 


Dnrn  Pharmaceuticals  Inc. 


ACTV,  Inc. 


American  Softworks  Corp. 


Cisco  Systems.  Inc. 


Resource  Solutions.  Inc. 


Survival  Inc. 


ATMI,  Inc. 


Tekgraf  Inc. 


G  A  Sullivan  Inc. 


AKYS  Phnrmnceuticols.  Inc. 


I-Kinetics  Inc. 


nAClll  Systems  Inc. 


MnrKen7ie  &  Roth.  Inc. 


Prnjectnvision.  Inc. 


CIM  Vision  Internntinnnl  Corp. 


semiconductors/components/electronics 


other 


software 


communications 


S  2,983 
10,536 


1701 
29,790 


_640_ 
_3J51 
_22i 


_1M1 


Ml 


2,854 
12038 


.6JH 


10,302 


_8Cj5_ 


171 


_2J31 


J1L 


17110 


119 


J2i 


m 


11397 


2M. 


ML 


S068 


_7J5i 


17.100 


69,327 


software 


computers/peripherals 


software 


biotechnology 


communications 


software 


computers/peripherals 


software 


other 


semiconductors/components/electronics 


computers/peripherals 


software 


biotechnology 


software 


computers/peripherals 


software 


semiconductors/components/electronics 


_soitaoi£_ 


62,165 


Jili 


ML 


18,113 


_L6i 


Jill 


649,035 


34  702 


120,675 


19,365 


337  432 


_7Jli 


44,366 


3299 


438S7 


6,431 


31,702 


133602 


74.442 


113.735 


8767 


_L8i! 


28,600 


JML 


130  653 


12,900 


JK 


3491 


U26_ 


121,125 


76198 


10,304 


53109 


10,400 


74,024 


^L 


122500 


696  703 


1,047<- 


UM1 


1033 


LQ21 


_U22_ 


1J2L 


1,012 


ML 


_U1L 


1010 


JfflS. 


_9J2_ 


ML 


ML 


ML 


979 


HI 


973 


971 


964 


Ml 


ML 


955 


_2I0_ 


ML 


Ml 


ML 


ML 


623,503 


47  770 


471S 


181,323 


JJiL 


L7JZL 


ML 


ML 


10,330 


4,943 


ML 


XML 


JflQ. 


4.277 


JM_ 


JUl 


ML 


6  440171 


4  584 


_7J3i 


101877 


48732 


_9J2L 


24,814 


41700 


ML 


1018 


JUA8- 


ML 


Ml 


ML 


ML 


ML 


ML 


City 

Mnuntain  View 


CEO 


Atlanta 


Bridgewater 


Fairfield 


Clearwater 


Mountain  View 


Fairfield 


Lowell 


Balo  Cynwyd 


Woburn 


Cupertino 


Sunnyvale 


San  Diego 


Vienna 


Morrisville 


St  Paul 


Newberg 


Bedford 


Bethesda 


Arlington 


Billerica 


Indiana 


Mountain  View 


Crofton 


San  Jose 


Cary 


Schenectady 


Beaverton 


Milpitas 


Fairfax 


Overland  Park 


Denver 


Qakbrook  Terrace 


Poulsbo 


Redmond 


San  Diego 


ML 


ML 


ML 


ML. 


ML 


ML 


ML 


Ml 


New  York 


Dorien 


ian  Jose 


Research  Triangle  Pork 


Seattle 


Danbury 


Norcross 


St.  Louis 


South  San  Francisco 


Burlington 


San  Diego 


St.  Louis 


New  York 


Long  Beach 


M. 


.HA- 


UL 


JDA 


ML 


M 


iA_ 


_MA 


iAD_ 


JUL 


II 


JUL 


JH 


11 


M 


William  Krouse 


Tycho  Howie 


Clifford  Rees 


Michael  Meli 


Romesh  Wadhwani 


Kevin  Courtney 


Douglas  Ranalli 


Mnrk  Stiffler 


David  Ellenbogen _ 


Mark  Kvamme 


^ 


Anthony  Ley 


Rnhert  North 


Wesley  McGee 


William  Bisenius 


Richard  Braun 


Peon  Ghizzone 


Charles  Stuckey 


Richard  Kay 


Michael  Hodges 


hawan 


Fred  Cooper 


Mark  Leslie 


Rocky  Cintron 


Manher  Naik 


Jacqueline  Lamberts! 


Inhn  Botli 


Sonal  Shah 


Stanley  Leopard 


Roger  Mody 


Ken  Saothoff 


Inseph  Nocchio 


Andrew  Filipowski 


1L 


ill 


ML 


M. 


JJ1 


m 


Herbert  Myers 

Daniel  Clemens 


Cam  Garner 


William  Samuels 


Steve  Grossman 


lohn  Chambers 


Christopher  Speh 


leeBrillhart  III 


Fugene  Banucci 


Phillip  Aginsky 


Greg  Sullivan 


lohn  Walker 


Brure  Cotlmnn 


Georges  Doou 


lohn  Roth 


Martin  Holleran 


Sundnresh  Ramayy( 


Ub 


-I 


ueioiwe  it  louens  iMnnoiogy  hast  500  wmws 


\\ 


Company  Name 


World  Wide  Technology  Inc 


Description 


Revenues     Revenues        5-Year 

thousands)        (thousands)       %  growth 


software 


City 


State 


$14,000 


134852 


_8ol 


St.  Louis 


CEO 


David  L.  Steward 


Industrial  Pain  Systems  Inc. 


computers/peripherals 


LflSi 


10  524 


ML 


Houston 


William  Coskey 


Zoron  Corp. 


semiconductofs/components/eleclronics 


AML 


44,927 


JUL 


Sonta  Clarn 


Levy  Gerzberg 


Gileod  Sciences  Inc. 


biotechnology 


4177 


40.037 


JUL 


Foster  City 


Michael  Riordan 


_  induct  Data  Integration  Technologies,  Inc. 


computers/peripherals 


JbSL 


tiSi. 


J41 


Long  Beach 


Yuhwei  Yang 


Goldmine  Software  Corporation 


software 


J3L 


13,542 


ML 


Pacific  Palisades 


Flan  Susser 


Viosat  Inc. 


communications 


S07? 


47.715 


J14L 


Carlsbad 


Mark  Dankberg 


Rogue  Wave  Software 


software 


3,212 


30166 


J13L 


Boulder 


SSL 


Thomas  Keffer 


TRI  COM  Computer  Services  Inc. 


software 


jncL 


1 0,300 


J131 


Lanham 


Timothy  Donovan 


Biomatrix  Inc. 


biotechnology 


3  506 


32564 


J12L 


Ridgefield 


Endre  Balazs 


ICG  Communications  Inc 


communications 


29,476 


273,354 


ML 


Englewood 


11 


William  Laggett 


The  Linksys  Group  Inc. 


computers/peripherals 


3  470 


32,088 


JUL 


Irvine 


Victor  Tsao 


Applied  PC  Systems,  Inc. 


computers/peripherals 


ML 


4,099 


West  Springfield 


Edward  Garibian 


Cyberonics,  Inc. 


medicol/scientific/lechnical 


Jill 


JLL 


Jill 


Houston 


Reese  Terry 


Data  Management  Consultants,  Inc. 


software 


699 


6,327 


JD1 


St.  Louis 


Jake  Amir 


Simione  Central  Holdings  Inc 


software 


5,208 


46,945 


Atlanta  Valley 


GA 


Gory  Bremer 


Mamtech  Inc 


medical/scientific/lechnkal 


_L51 


31911 


J2L 


Huntingdon 


Carl  Spitko 


Unicomp,  Inc. 


software . 


JJSL 


25,151 


_7JL 


Marietta 


QA 


Stephen  Hafer 


AppWorx  Corporation 


software 


J5JL 


3  217 


798 


Bellevue 


William  Wrenn 


Net  Daemons  Associates  Inc  (NDA) 


Internet 


JUL 


LfliL 


J3L 


Woburn 


Jennifer  Lawlon 


Commtech  Corporation 


communications 


1  580 


14143 


_Z81 


Cranhury 


Frank  Fawzi 


BDS  Business  Center,  Inc. 


software 


IML 


14.815 


792 


Glastonbury 


John  Hughes 


Bifid-Horizons  International 


software 


2168 


19,308 


_Z2L 


Iselin 


Sumit  Ganguli 


Art  Technology  Group 


software 


728 


6  458 


JR. 


Boston 


Jeet  Singh 


WEST!  Inc. 


computers/peripherals 


ML 


7,986 


_Z87_ 


Menlo  Park 


Brian  Westcott 


Computer  Concepts  Corp 


joitwaifi 


JML 


785. 


Bohemia 


Daniel  DelGiorno,  Sr. 


Excel  Switching  Corp 


communications 


11Q31 


88  777 


JM 


Hyannis 


Robert  Madonna 


ScenicSoft,  Inc. 


software 


5300 


783 


Everett 


Erik  Smith 


Sequoia  Software  Corporation 


joitwufiL 


417 


3,676 


JM. 


Columbia 


Richard  Faint,  Jr. 


PRI  Automation 


other 


19  215 


169,465 


_7J2_ 


JillfliiciL 


Mordechai  Wiesler 


Simstar  Inc. 


communications 


163 


U31 


_ZZL 


Princeton 


David  Reim 


The  ChaHton  Group,  Inc. 


Internet 


181 


JIL 


Nntick 


James  Jankowski 


Arch  Communications  Group,  Inc 


communications 


45,308 


396,841 


_ZZ1 


Weslborough 


Edward  Baker,  Jr. 


Electro  Energy  Inc 


semiconductors/components/electronics 


_2Q4_ 


U7JL 


JIL 


Danbury 


Martin  Klein 


Call  Technologies,  Inc 


communications 


_ZfJl 


JIL 


Reslon 


Jack  Havas 


Vision  Software  Inc 


software 


JJ2L 


12,362 


JUL 


Castle  Hayne 


K. 


Richard  Holloman 


Storage  Computer  Corp 


computers/peripherals 


AJXL 


37,146 


770 


Nashua 


Theodore  Goodlander 


Synectics,  Inc. 


computers/peripherals 


J3L 


3,792 


JLL 


ML 


Frank  Sheppard 


Oliver  Design,  Inc. 


computers/peripherals 


4,988 


42  947 


761 


Scotts  Valley 


Oliver  David  Jones 


SMART  Modular  Technologies  Inc 


semiconductors/components/electronics 


80,810 


694,675 


_Z6JL 


Fremont 


Ajny  Shah 


Data  Dimensions,  Inc. 


software 


5.536 


47,457 


_7J7_ 


Bellevue 


_WA. 


Larry  Martin 


UUcnm,  Inc 


Internet 


JUL 


2617 


747 


Alexandria 


Lou  Sconlan 


AeroTech  Service  Group  Inc 


Internet 


J2L 


121 


728 


Hozelwood 


MQ 


George  Brill 


NEWvENTURF  Technologies  fnrp 


semiconductors/components/electronics 


1,755 


14,444 


_Z21 


Miguel  Garcia 


DataProfit  Corpnrntinn 


software 


1,018 


i  351 


_72L 


Holyoke 


Alan  Scrivner 


RadiSys  Corp. 


computers/peripherals 


15  351 


125,442 


717 


Hillsboro 


m. 


Glenford  Myers 


ViewSonic  Corp. 


computers/peripherals 


101,067 


824,630 


_7JL6_ 


Walnut 


James  Chu 


FNX  limited 


software 


2,159 


17600 


_7J1 


Wayne 


Farid  Naib 


Landec  Corporation 


other 


JJ1L 


9516 


_7J1 


Menlo  Pork 


Gary  Steele 


SS&C  Technologies,  Inc. 


software 


1221 


42192 


_7J1Z_ 


Windsor 


William  Stone 


IE 


401.. 
401. 
403.. 
404.. 
405.. 
406.. 
407.. 
408.. 
409.. 
410.. 
411.. 
411. 
413.. 
414.. 
415.. 
416.. 
417.. 
418.. 
411. 
420.. 
421.. 
422.. 
423.. 
424.. 
425.. 
426.. 
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City 


CEO 


Accelerated  Technology,  Inc. 


AcuPrint,  Inc. 


software 


software 


ML 


J2D_ 


$    6,973 


7,  .71 


JMl 


JUL 


Carlsbad 


JL 


SL 


Neil  Henderson      j  


Richard  Love 


Digital  Concepts,  Inc. 


software 


ML 


5,330 


ML 


Earth  City 


ML 


Paul  Decker 


PMT  Services,  Inc. 


other 


35,571 


284,200 


ML 


Nashville 


Richardson  Robert 


PixelVision  Technology,  Inc. 


computers/peripherals 


Jill 


70  089 


_629_ 


Acton 


ML 


Vic  Odryna 


Power  Integrations,  Inc. 


semiconductors/components/electronics 


Jivl 


45,989 


698 


Sunnyvale 


SL 


Howard  Earhart 


Medarex,  Inc. 


biotechnology 


J04_ 


JILL 


_69i_ 


Annandale 


Donald  Drakeman 


Chip  Express  Corporation 


semiconductors/components/electronics 


_3J4i 


31,398 


696 


Santa  Clara 


SL 


Zvi  Qr-Bach 


FullTime  Software,  Inc. 


software 


ASSL 


32,146 


ML 


Son  Mateo 


SL 


Richard  Thau 


ACT  Networks.  Inc. 


computers/peripherals 


_6JQ7_ 


49,173 


692 


Camorillo 


1L 


Martin  Shum 


i-STAT  Corporation 


medicol/scientific/lechnical 


4,798 


37,840 


ML 


Princeton 


William  Moffitl 


AstroTerra  Corp. 


communications 


360 


xm. 


688 


San  Diego 


Eric  Korevaar 


Johnstech  International  Corporation 


semiconductors/components/eledronics 


_U31 


12  840 


ML 


Minneapolis 


ML 


David  Johnson 


Boston  Communications  Group 


communications 


8,694 


68,099 


_6B3_ 


Woburn 


ML 


Paul  Tobin 


PairGain  Technologies  Inc. 


communications 


36,307 


787  375 


_6I8_ 


Tustin 


Charles  Strouch 


Tecstar 


semiconductors/components/electronics 


15,632 


171144 


ML. 


Gty  of  Industry 


David  Van  Buren 


Gemstor  International  Group 


semiconductors/components/electronics 


9,189 


71,121 


_6Z4_ 


Pasadena 


Henry  Yuen 


Rambus,  Inc. 


semiconductors/components/electronics 


_3JZL 


26,015 


ML 


Mountain  View 


Geoff  Tate 


CYTYC  Corp. 


medical/scientific/lechnical 


_3J4L 


26,347 


ML 


Boxborough 


ML 


Monroe  Trout 


JhJnL. 


biotechnology 


JUML 


38,592 


_66i_ 


Phoenix 


LL 


Joseph  Hines 


a 


Robotic  Vision  Systems,  Inc. 


medical/scientitic/technical 


19,943 


152103 


663 


Canton 


ML 


Pat  Costa 


Alliance  Systems  ond  Programming,  Inc. 


software 


644 


4,905 


Ji6i_ 


St,  Louis 


m 


Robert  Howard 


Total-Tel  Communications 


communications 


U36_ 


89,326 


ML 


Little  Falls 


Warren  Feldman 


Saliva  Diagnostic  Systems,  Inc. 


medical/scientific/technical 


\ML 


ML 


Vancouver 


_WA 


Kenneth  McLachlon 


Capitol  Hill  Software 


software 


_3il 


1ML 


ML 


Lanhom 


Ml 


Richard  Rudman 


Rninmnker  Systems  Inc. 


software 


\HL 


42105 


_6i4_ 


Scotts  Valley 


Michael  Silton 


477    International  Telecommunication  Dotn  Systems,  Inc. 
428 R&E  International,  Inc. 


software 


_3J46_ 


73,479 


_645_ 


Stamford 


Peter  Bossermann 


semiconductors/components/electronics 


ML 


ML. 


King  Of  Prussia 


Clement  Nahmios 


429.. 

430.. 

431.. 

431. 

433.. 

434.. 

435.. 

436.. 

437.. 

438.. 

439.. 

440.. 

441.. 

442.. 

443.. 

444.. 

445.. 

446.. 

447. 

448 

449. 

450 


Utility  Partners,  LC 


software 


_7J6± 


18  972 


ML 


Tampa 


Timothy  Reed 


FirstPlare  Software,  Inc. 


Internet 


J2L 


_6J9_ 


Joplin 


m 


Brent  Winters 


ICON  Solutions  Inc. 


software 


JJ1L 


20,100 


ML 


Conshohocken 


John  Louchheim 


Telular  Corporation 


communications 


6,575 


48417 


_63i_ 


Vernon  Hills 


Willinm  DeNicolo 


Fxrell  Date  Corporation 


software 


4384 


32765 


ML 


Bellevue 


_wa 


leonnrd  Pocheco 


On  Command  Corporation 


communications 


30704 


227103 


_6i5_ 


Son  Jose 


Robert  Kavner 


CIDCO  Incorporated 


communications 


34993 


257,033 


ML 


Morgan  I 


Daniel  Eilers 


Microsystems  Technology  Inc. 


software 


_837_ 


6147 


ML 


Tampa 


Charles  Jackson 


^ 


NetPro  Computing,  Inc. 


software 


1,706 


\ML 


ML 


Scottsdale 


LL 


Joanne  Carthey 


PRT  Group  Inc. 


software 


L1AL 


59,816 


_63J_ 


New  York 


JO. 


Douglas  Mellinger 


Asyst  Technologies  Inc. 


semiconductors/components/elertronics 


18,837 


137  570 


ML 


Fremont 


Mihir  Parikh 


FndoSonics  Corp. 


medical/scienlific/technical 


4  66S 


33997 


679 


Rancho  Cordova 


er  Salquist 


Aeronex,  Inc. 


semiconductors/components/electronics 


J9J_ 


AML 


678 


San  Diego 


leff  Spiegelman 


Circuit  Board  Assemblers 


semiconductors/components/electronics 


8iQ0_ 


_621 


Youngsville 


XL 


Thomas  Albright 


Inlegwore,  Inc. 


software 


ILL 


1754 


ML 


Fort  Collins 


Kevin  Simmons 


Conley  &  Associates,  Inc. 


communications 


_2Z7_ 


7  000 


_622_ 


Ballwin 


ML 


Cecelia  Conley 


Hemogen  Diagnostics.  Inc. 


biotechnology 


_LJfl± 


12991 


_MJL 


Wollham 


_MA. 


Carl  Franzblau 


Internntionol  Dptn  Products,  Corp.  IIDPI 


computers/peripherals 


10,027 


71971 


ML 


Goithersburg 


JUL 


George  Fuster 


Subsystem  Technologies  Inc. 


software 


_6JZL 


ML 


loSilyjL 


Sam  Malhotra 


HyperRnle  Sludios 


software 


-S7JL 


4,119 


ML 


Seattle 


_WA 


Greg  Roach 


TheroTech  Inc. 


biotechnology 


JJil 


JiUOiL 


ML 


Artisnn  Components  Inc. 


semiconduclors/components/elertrnnirs 


Salt  lake  City 


Dinesh  Pntel 


_L26I 


8  91? 


ML 


Sunnyvale 


IL 


lucioLanza 


ED 


L/eioiut 


\im  lytnnuiugy  Km  |>uu 
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Hearth  Systems  Design  Corp. 


software 


2  394 


16  766 


5-Year 
6  growth 


ml 


Oakland 


SL 


Richard  Auger 


GeoAccess  Inc 


software 


JUDJL 


15,389 


ML 


Overland  Park 


Thomas  Lauerman 


Applied  Theory  Communications,  Inc. 


Internet 


2239 


15,600 


ML 


Great  Neck 


JUL 


Richard  Mandelbaum 


Recovery  Engineering,  Inc. 


other 


10292 


71243 


JJGL 


Minneapolis 


Brian  Sullivan 


QuickLogic  Corporation 


semiconductors/  components/electronics 


JJ1L 


28  600 


J9J_ 


Sunnyvale 


11 


Thomas  Hart 


Cerprobe  Corp. 


semiconductors/components/electronics 


JR. 


77,110 


JfiiL 


Gilhert 


H. 


Ross  Mangano 


Global  Intellicom  Inc 


computers/peripherals 


7462 


51,235 


J8L 


New  York 


JUL 


Norman  Mullet 


AXFNT  Technologies,  Inc 


software 


6  075 


1U6.L 


586 


Rockville 


m 


John  Becker 


Medinsk.  Inc. 


software 


2,447 


16,749 


JB1 


Atlanta 


ill 


Mark  Kaiser 


PLX  Technology  Inc. 


semiconductors/componenls/electronics 


JJ51 


17,697 


J82. 


Sunnyvale 


SL 


Mike  Salameh 


Advantage  Learning  Systems,  Inc 


_Snfa5(HlL 


5288 


36024 


581 


Wisconsin  Rapids 


Michael  Baum 


Genesrs  Development  Corporation 


software 


ML 


Jill 


579 


West  Chester 


Jason  Matthews 


Qrgonogenisis  Inc. 


biotechnology 


J47_ 


JJL2I 


JZJL 


(anion 


MA 


Herbert  Stein 


FaxSov  Incorporated    communications 


2,580 


17418 


JZ1 


idisoiL 


Thomas  Murawski 


legato  Systems,  Inc 


iLtwoie_ 


12,157 


81,834 


573 


Palo  Alto 


II 


Louis  Cole 


NPS  Pharmaceuticals,  Inc      biotechnology 


5  847 


ML 


Salt  lake  City 


Hunter  Jackson 


formation  Management  Resources  (1MR)  I  software 

I Information  Advantage.  Inc.  |  software 


12,429 


83,550 


ML 


llearwater 


Salish  Sanan 


JiiL 


11.746 


JZL 


Eden  Prairie 


m. 


Larry  Ford 


Universal  Systems  &  Technology,  Inc.     communications 


4,646 


30,823 


J6J. 


iairiajL 


Earl  Stafford 


Inc.     software 


_Z01 


4,647 


J61 


Snellen 


Rnmesh  Wadhwani 


PowerCerv  Corporation 


computers/peripherals 


5003 


33,087 


561 


JampiL 


Marc  Fralello 


fiJUy  t  lln.versity  Computers,  Inc 


computers/peripherals 


_7J2_ 


4977 


561 


Williamsburg 


Lee  Scruggs 


SpectraLink  Corp.     communications 


JiQL 


27,785 


J61L 


Joulder 


UL 


Bruce  Holland 


JIUILql 


software 


700 


4,600 


JiL 


San  Diego 


SL 


David  King 


Intuitive  Solutions  LP 


software 


70 


J6TJL 


557 


SI.  Paul 


MR 


Robert  Bro 


KSM  Associates.  Lot. 


software 


_7J3_ 


Jil 


Yardley 


PI 


Jason  Kim 


Jlcwline.  Inc. 


semiconduclors/componenls/electronics 


809 


5,300 


555 


Los  Alamitos 


Ross  Butcher 


£61161161111101. 


biotechnology 


1.3/8 


9,005 


Jil 


Foster  City 


CI 


Uoyd  Malchow 


Avant!  Corporation 


software. 


_22J6H 


147,348 


JiL 


Fremont 


CI 


Gerald  Hsu 


I-NETIX  Inc. 


software 


5,567 


36,292 


JLS2_ 


Englewood 


CO. 


Thomos  Huzjak 


ACT  Teleconferencing,  Inc. 


communicalions 


JJ8L 


10,234 


J4Z_ 


Golden 


CQ 


Gerald  Van  Eeckhout 


Indus  International  Inc. 


_soilwoi6_ 


J1ML 


177,034 


J41 


San  Francisco 


Robert  Felton 


Phoenix  Scientific 


biotechnology 


IZ22. 


30,400 


544 


St.  Joseph 


MCL 


Kevin  Schinze 


JLesMedJnc 


medical/scientific/lechnical 


7,650 


49,180 


J4L 


San  Diego 


Peter  Farrell 


ENCAD,  Jul 


computers/peripherals 


23,229 


149  041 


542 


San  Diego 


David  Purcell 


_    Nastech  Pharmaceutical  Company,  Inc 


biotechnology 


863 


5,577 


540 


Hauppauge 


JO. 


Vincent  Romeo 


Segue  Software,  Inc. 


software 


3,409 


21,794 


539 


Newton  Centre 


Mi 


James  Simons 


Artis  &  Associates  Inc 


software 


_3iL 


2,300 


ML 


IhailoJle_ 


JUL 


Gary  Artis 


Meridian  Technology  Group,  Inc 


software 


JZi 


3  659 


537 


Portland 


JUL 


Richard  Creson 


uclity  Consulting  Services,  Inc/AnviCom 


communications 


340 


2,150 


J32_ 


Vienna 


Jtt. 


Quon  Hoang 


SystemSoft  Corporation 


software 


6,790 


39,668 


J3J_ 


Natick 


JUL 


Robert  Angelo 


Pegasus  Imaging  Corporation 


software 


JiQ_ 


2,700 


J2S_ 


JampjL 


Jack  Berlin 


Creative  BioMolecules 


biotechnology 


_2JfJl 


13,087 


J2L 


Hopkinlon 


„M1 


Brian  Dovey 


RAF  Technology,  Inc 


software 


Ji31 


3,944 


ML 


Redmond 


M. 


David  Justin  Ross 


Sykes  Enterprises  Inc 


software 


50700 


313185 


518 


JampjL 


John  Sykes 


KLA-Tencor  Corp. 


medical/scienlific/technical 


167736 


,031.824 


ML 


San  Jose 


Kenneth  Levy 


Sabre  Systems,  Inc 


software 


_2J8L 


12,803 


514 


Warminster 


Philip  Jauigue 


T/MAC  Inc. 


semiconduriors/components/electronics 


_22fl_ 


JJ49_ 


JUL 


New  Brunswick 


Ted  Marks 


Information  Resource  Engineering,  Inc. 


communications 


_2J31 


16,007 


JUL 


Baltimore 


Jil 


Anthony  Caputo 


VTEL  Corporation 


communications 


31452 


191,023 


ML 


Austin 


Dick  Moeller 


counts 
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£ 


1998  Deloitte  8  Touche  LLP.  Deloitte  8  Touche  refers  to  Deloitte  8  Touche  LLP  and  related  ent 


4*' 


r-tw,  e. 


wm 


"Time  changes,  and  we  change  with  it.' 
-John  Owen 


_here  are  moments  when  you  can  feel 
its  beat,  like  a  pulse  throbbing  in  your 
throat:  when  the  morning  traffic  sud- 
denly seems  like  a  living  thing,  or 
when  the  world  gathers  around  a 
billion  television  screens  to  watch  a  ver- 
dict or  a  funeral,  or  when  Internet  usage 
suddenly  explodes  overnight  with  10,000 


new  sites  and  10  million  new  opinions. 

This  is  the  drumbeat  at  the  center  of 
our  culture,  and  it  plays  just  one  message: 
change.  Even  the  metronome  that  sets  the 
dance  step  for  our  lives  is  changing. 

In  this  century,  the  rhythm  has  been 
allegro.  New  inventions  now  arrive  at  a  be- 
wildering rate  -  as  many  in  a  year  as  once 


appeared  in  a  millennium.  With  the  advent 
of  a  new  century,  which  promises  to  be 
even  faster,  we  find  ourselves  dreaming  of 
escape,  of  a  respite  from  this  relentless 
clock.  But  even  in  those  moments  when 
we  find  such  a  sanctuary,  we  discover  to 
our  dismay  that  the  runaway  metronome 
still  clicks  away,  deep  within  us.  ► 
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Ask   for   three 


proposals   before 


you    award   your 


networking    business 


Ask   to   see 


this   symbol,   too. 


(□Cisco 

T^  Powered  Network™ 


Putting  your  networking  business  out  for  bid  is  like  puttii  the  line.  You  want  to  be  certain  your  service 

provider  has  the  right  combination  of  services  and  techni  needs.  You  want  to  be  certain  of  a  reliable 

connection.  You  want  to  be  certain  of  corporate  securit)  certain  your  provider  can  grow  with  your 
business.  That's  where  the  Cisco  Powered  Network  program  c 


©  1998  (  isco  Systems,  [nc.  All  rights  reserved. 


The  Cisco  Powered  Network  symbol  is  your  assurance  that  a  service  provider  is  powered  with  the 
same  equipment  that  virtually  all  the  Internet  traffic  travels  on  today.  Ask  your  service  provider  if 
they're  part  of  the  Cisco  Powered  Network  program.  Or  visit  www.dsco.com/cpn  to  find  a  list  of 
authorized  program  participants.  And  take  the  uncertainty  out  of  selecting  your  networking  partner. 


Cisco  Systems 


Empowering  the 
Internet  Generation™ 


counts 


the   answer   is 


Deloitte  & 

Touche 


1998  Deloitte  &  Touche  LLP.  Deloitte  S  r,       refers  to  Deloitte  8  Touche  LLP  and  related  er 
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Tag  switching 


01954 
Silicon 
voltaic  cell 


Optical  character 
recognition 


A  1972 
A  First  commercial    Compact  disc 
1965      fax  machine  A 

Portable  video  #1975 

recorder      A 1971       Laser  printer 
Liquid  crystal  display 
1979  0 
Post-it  Note 


A 1986 

DAT 

1983 

Cellular  phone  is 

introduced  by  Motorola 
1981 
Teleconferencing 


ADSL 

01990  0 

Worldwide    1998 
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1989  broadcasting 

Hgh-definition 
television    ^1995 
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Internet  access 
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machine 


1998 
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1959  A 1963 
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1959 
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developed  at  Texas 
Instruments 
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y  1970 
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y  1975 
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computer 


11956 
Computer  hard  disk 


<1988 
Disposable 
contact  lenses 
1993 
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1987  lithography 

Stereolithography 

~  1994 

Commercial  Internet 
browser 

01995 
Zip  drive 
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Cray  supercomputer 


1960  0 
micomputer 
by  Digital 

1965 

BASIC  computer 

language 


i  1971  01981 

First  microprocessor         MS-DOS 
(Intel  4004)  01981 


1994 

Universal  Serial  Bus 

1989  a  01995 

Laptop  computer       Sun 

Microsystems's 
)  1983  Java  computer 

Microsoft  language 

Windows     0  1994 

Computer  speech 
01990      recognition 
1972  Graphical  user         Enterprise  Resource 

Electronic  pocket  interface  Plannine 

Iculator  invented 


Electronic  stock  trading 

01993 

Personal  digital 


1987  00,,., 
Hand-held  global  D  fadar 


fc» 


Eureka  spawns  eureka.  In 
the  history  of  humankind,  we 
have  developed  a  number  of 
innovations — in  personal 
productivity,  computation, 
business  organization,  and 
transportation — that  make  our 
lives  and  our  work  easier.  In 
the  dawn  of  our  species,  major 
innovations  were  few  and  far 
between.  Even  over  millions  of 
years,  we  developed  only  a 
handful  of  innovations  that 
warrant  much  fanfare. 

But  as  our  accumulated 
knowledge  has  grown  in  size 
and  span  over  the  years,  and 
our  understanding  of  our  own 
technological  capabilities  has 
become  apparent,  we  have 
accelerated  the  schedule  of 
innovation,  stumbling  upon 
more  and  more  breakthroughs 
in  less  and  less  time.  Compare 
the  first  period  to  the  last  25 
years.  We  have  developed 
more  than  Stone  Age  man 
ever  could  have  fathomed. 
Some  may  say  that  we  are 
hurtling  toward  a  saturation 
point  of  invention.  But  just  as 
we  think  we  have  come  up 
with  "the  next  big  thing,"  our 
needs  and  our  imaginations 
demand  something  bigger. 


•In  some  instances,  the  date  of  the  advent 
of  widespread  use  was  substituted  for  the 
original  patent  issuance. 
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Ask   for   three 


proposals   before 


you    award   your 


networking    business 


Ask   to   see 


this   symbol,   too. 


CO  Cisco 

T^  Powered  Network™ 


Putting  your  networking  business  out  for  bid  in  like  p.u  your  life  on  the  line.  You  nt  to  be  certain  your  service 
provider  has  the  right  combination  of  services  and  techno.  igi<  >  meet  your  needs.  You  w  t  to  be  certain  of  a  reliable 
connection.  You  want  to  be  certain  of  corporate  security  nt  to  be  certain  your  pr     ider  can  grow  with  your 

business.  That's  where  the  Cisco  Powered  Network  progran 


I 


©  1998  C  ism.  Systems,  Inc.  All  rights  reserved 


The  Cisco  Powered  Network  symbol  is  your  assurance  that  a  ser  provider  is  powered  with  the 
same  equipment  that  virtually  all  the  Internet  traffic  travels  on  tod  .  Ask  your  service  provider  if 
they're  part  of  the  Cisco  Powered  Network  program.  Or  visit  •  Lisco.com/cpn  to  find  a  list  of 

authorized  program  participants.  And  take  the  uncertainty  ou!  vting  your  networking  partner. 


Systems 


l  \  KRING  THE 

Generation" 


BY    STEPHEN 
E.  A  M  B  R  0  S  E 


■t  the  beginning  of  the  20th  century,  there  was 
A  a  nearly  universal  belief  in  the  Western  world 
I ■  in  the  idea  of  progress.  As  the  saying  goes, 
^^  "Every  day  in  e\'ery  way,  things  are  getting 
f  ■  better  and  better."  This  optimism  was  based 
f  ■  on  the  scientific  and  technological  advances 
of  the  19th  century  which  had  conquered  space  and 
time.  Daily  life  had  been  revolutionized  by  the  steam 
and  internal  combustion  engines  (railroads  and 
steamships,  automobiles  and,  just  around  the  corner 
in  1903,  the  airplane)  and  by  harnessing  electricity 
(telephone  and  telegraph,  electric  lighting,  and  more). 

In  1945,  however,  after  the  two  world  wars,  it  was 
impossible  to  believe  in  progress.  It  seemed  all  but 
certain  that  our  scientific  and  technological  advances 
would  lead  to  the  destruction  of  the  world.  But  after 
1989  and  the  dissolution  of  the  Soviet  empire  and 
the  end  of  the  Cold  War,  it  is  obvious  things  have 
gotten  better,  and  it  is  nearly  universally  believed  that 
the  21st  century  will  be  even  brighter. 

For  sure  it  will  be  different,  and  most  of  the 
changes  will  come  as  a  surprise.  What  is  unchang- 
ing is  human  nature.  What  will  change  is  our  phys- 
ical and  biological  nature. 

In  1954  I  was  a  guard  and  middle  linebacker  for 
the  University  of  Wisconsin  football  team.  I  weighed 
198  pound1;  and  ran  the  40-yard  dash  in  5.3  seconds. 
I  was  the  fastest  lineman  on  the  team.  The  biggest 
n  the  Big  Ten  Conference  that  year  was  Ohio 
States  all-American,  Jim  Parker.  He  weighed  260 
pounds.  Today  the  average  weight  of  a  Wisconsin 
tan  is  31 1  pounds,  and  the  average  speed  in 
the  40  is  4.9.  If  the  trend  continues,  by  the  *-280 
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The  Persistence  of  the 


BY  LOUIS  AUCHINCLOSS 


The  term  WASP  has  often  been  used  to  describe  the  man- 
agerial class  in  America  as  it  existed  from  the  1 880s  to 
the  1929  market  crash.  The  term  is  inaccurate,  for  this 
class  included  large  enclaves  of  Roman  Catholics  and 
Jews,  but  it  is  safe  to  say  that  it  was  made  up  of  whites, 
mostly  rich,  whose  earned  or  inherited  money  was  usu- 
ally derived  from  business  or  finance,  and  who  protected 
their  world  and  their  descendants  from  intruders  by  the 
use  of  clubs,  private  schools,  restricted  summer  resorts,  and 
a  code  of  manners. 

How  has  this  class  survived  in  a  world  of  rapid  change, 
where  astronomical  fortunes  in  electronics  are  made  over- 
night, where  the  sexual  revolution  has  smashed  every  old  rule 
of  chastity  or  even  restraint,  where  discrimination  in 
matters  of  sex,  creed,  or  color  has  become  a  moral  crime, 
and  where  people  have  actually  begun  to  take  seriously  the 
old  democratic  dogma  that  one  man  is  the  equal  of  another? 
The  answer  is:  not  badly. 

Of  course,  there  always  will  be  the  small,  unconvertible 
minority  that  sits  back,  with  shaking  heads,  and  finds  that 
the  world  has  gone  to  the  dogs  and  there  is  no  bringing  it 
back.  But  on  the  whole,  the  old  managerial  elect  have 
shrewdly  adapted  themselves  to  the  new  ways.  What  they  have 
given  up  is  not  so  much  their  power  as  their  monopoly.  They 
have  had,  so  to  speak,  to  share  the  wealth.  Or  rather  they  have 
had  to  move  over  to  make  room  for  those  who  have  amassed 
new  and  greater  fortunes. 

New  markets  provided  what  the  new  tycoons  needed. 
They  did  not,  as  in  most  revolutions,  have  to  plunder  the 
property  of  their  predecessors.  The  old  managers  saw  that 
they  could  stay  rich  even  if  they  had  lost  their  rank.  It  was 
all  they  really  wanted,  and  they  set  about  to  keep  what  they 
had  and  even  to  amplify  it.  A  booming  stock  market  had 
room  for  all.  Most  of  the  privileged  children  with  whom  I 
was  reared  are  richer  now  than  they  were  then,  a  fact  only 
obscured  by  the  presence  around  them  of  new  arrivals  far 
wealthier  than  they. 

The  clubs,  tottering  on  the  verge  of  extinction  in  the  1930s 
and  1940s,  have  been  saved;  many  now  have  long  waiting  lists 
of  applicants.  This  was  accomplished  by  a  judicious  com- 
promise: Old  barriers  to  admission  were  lifted.  Discrimina- 
tion against  women,  religious  minorities,  and,  in  some  cases, 
blacks,  was  barred  or  at  least  modified.  In  similar  fashion  the 
private  schools,  even  the  Protestant  church  academies  of  New 


England,  have  been  expanded  to  include  all  sects  and  races, 
and  millions  of  dollars  have  been  raised  for  scholarships 
for  the  financially  disadvantaged. 

In  so-called  high  society,  the  value  of  genealogy  has  been 
completely  wiped  out.  No  new  millionaire  would  feel  his  posi- 
tion improved  by  marriage  to  a  Boston  Lowell  or  a  New  York 
Livingston.  But  in  giving  this  up,  the  old  world  gave  up  noth- 
ing that  hurt  it.  Indeed,  the  whole  transformation  has  been 
accomplished  in  such  a  way  that  the  new  rich  can  boast  with 
a  smug  satisfaction  that  the  old  WASP  world  is  dead  and  gone. 
Yet  the  corpse  breathes  merrily  on.  If  the  ancien  regime 
in  France  had  shown  anything  like  the  adaptability  of  the 
American  old  guard,  the  Reign  of  Terror  never  would 
have  occurred. 

Of  course,  one  can  say  that  the  old  guard  had  no  choice. 
Laws  had  to  be  obeyed.  And,  after  all,  there  was  no  unbridge- 
able distance  between  the  old  and  the  new.  But  even  so,  I 
think  people  should  get  some  credit  for  resilience.  And  the 
children  of  the  old  guard,  particularly  the  daughters,  have 
shown  a  distinct  taste  for  new  ways  and  new  freedoms  and 
even  new  excesses. 

There  is,  however,  another  aspect  to  our  swiftly  changing 
society  that  has  presented  some  difficulty  to  the  old  mana- 
gerial guard:  the  loss  of  any  clear  division  of  time  into 
separate  compartments.  A  generation  ago  there  was  still  an 
obvious  distinction  between  the  workweek  and  the  weekend, 
between  the  downtown  office  and  the  vacation  getaway, 
between  shoptalk  in  the  locker  room  and  dinner  party  con- 
versation. But  now  our  days  and  nights  are  fused  into  a  kind 
of  industrial  timelessness;  electronic  gadgets  have  extended 
the  office  to  the  home,  and  indeed,  we  can  no  longer  tell 
whether  our  telephone  interlocutor  is  at  his  desk  or  in  his 
swimming  pool.  Similarly,  his  wife  may  be  his  brilliant  host- 
ess or  his  brilliant  law  partner — or  both.  If  we  work  around 
the  clock,  we  also  play  around  it:  As  much  can  be  accomplished 
on  a  golf  course  or  on  a  yacht  as  in  the  glass  cube  of  an  office 
building.  We  can  chase  the  dollar  even  in  our  dreams. 

This  is,  however,  essentially  a  generational  problem.  And, 
after  all,  there  is  nothing  radically  novel  about  it.  It  boils  down 
to  the  persistence  of  work,  and  that  has  always  been  a  part 
of  the  American  ethic.  ■ 


M 


Louis  Auchincloss  is  famous  for  exploring  the  world  of  America's  mon-  ] 
eyed  class.  His  best-selling  novels  include  The  House  of  Five  Talents  and 
Portrait  in  Brownstone. 
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Serigraph    by   Ben   Shah 


'or  a  small  plane!  and  Ihe  e-business  logo  are  trademarks  ot  International  Business  Machines  Corporation  in  the  United  Slates  an>  product  and  servce  name?  ma)  oe  trie  trademarks  c 


.rce  marks  at  others  c  1998  IBM  C 


WE'LL  BE  WITH  YOU  IN  A  MINUTE 

Please  hold Thank  you 


.we  do  appreciate  you're  busy  and  we  appreciate  your  patience. 


.once  again,  thanks  for  wailing. 


we  know  you  have  a  choice  of  ads  and  we're  happy  you've  chosen  us. 

.Well  !••'  \\  ith  you  shortly : 


Doesn't  work,  does  it?  Not  for 

an  ad.  not  for  a  business.  That's  why  Mazda,  Safeway  and  Union  Bank  of  California  chose 
an  IBM  e-business  solution  that  helps  them  increase  their  customers' satisfaction  —  without 
even  touching  their  bottom  line.  To  find  out  more  about  Web  self-service  applications,  visit 
www.ibm.com/e-business.  Or  call  us  at  1  800  IBM  7080,  ext.  NC51. 

Solutions  for  a  small  planet "    =   ==  E=rE 


BY    KURT 
VO  N  N  EG  UT 


To  ask  what  the  pace  of  new 
technologies  is  doing  to  some- 
thing called  "us"  is  to  assume  that 
we  are  parts  of  one  big  animal. 
We  are,  in  fact,  a  myriad  of  sep- 
arate universes,  each  with  its  own 
way  of  celebrating  or  fending  off  or 
ignoring  the  effects  of  new  and  old 
technologies  alike.  To  wit:  My  own 
favorite  technology  is  the  Encyclopae- 
dia Britannica  in  bound  volumes. 
Those  substantial  books  feel  so  good, 
and  I  don't  resent  standing  up  and 
taking  a  few  steps  to  fetch  one.  In  fact, 
I  rather  enjoy  doing  that.  It's  so  human! 
We  are  dancing  animals,  and  I  get 
to  dance. 

I  also  like  putting  letters  into  a  cor- 
ner mailbox.  It's  like  feeding  a  great 
big  bullfrog  painted  blue. 

Yes,  and  a  technology  one  heck  of 
a  lot  older  than  those  two,  the  firearm, 
has  lost  none  of  the  ability  it  had  in 
Abraham  Lincoln's  time,  which  is  to 
alter  the  course  of  history  quicker  than 
you  can  say  "Jack  Robinson." 

At  this  particular  fin  de  siecle,  the 
newfangled  contraptions  that  most 
interest  me  are  what  I  call  "social 
transplants,"  analogous  to,  but  less 
bloody  and  expensive  than,  surgeons' 
organ  transplants.  Television  sets  in 
the  home,  for  example,  replace  ►  280 
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The  Next  Stop 

BY     GLORIA     NAYLOR 


have  always  been  fascinated  by  the  concept  of  time 
travel:  one  individual  taking  the  rest  of  the  world  with 
him  or  her.  In  reality  there  can  be  no  such  thing,  as  time 
is  a  mental  construct,  existing  only  in  the  single 
or  collective  consciousness.  The  past,  the  present, 
and  the  future  are  all  one  as  we  move  through  life  in 
the  "eternal  now." 

Different  societies  have  different  methods  for  dissecting 
the  "now."  In  traditional  African  society,  time  is  a 
companion  that  travels  with  you.  In  Senegal  one  may  see 
people  waiting  patiently  along  the  road  for  a  bus  that 
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may  or  may  not  arrive  that  day.  In  the  West  we  use  time  as 
a  commodity;  waiting  all  day  for  that  bus  would  be  a  waste 
of  time;  we  save  time,  spend  time,  stretch  time,  lose  time, 
make  up  time;  we  do  everything  except  experience  time. 
With  all  the  bells  and  whistles  of  rapidly  changing  tech- 
nology, time  is  chopped  into  infinitesimal  pieces,  littering 
the  floor  around  our  fax  machines  and  clotting  the  arteries 
of  our  computers  with  email. 

While  the  West  does  have  technology  that  would  be  use- 
ful for  Senegal  and  the  rest  of  the  Third  World,  I  believe  our 
concept  of  time  will  not  transport  well.  How  one  conceives 


Painting    by    Sister    Gertrude    Morg 


How  patiently  a  society  waits 

for  a  bus  speaks  volumes  about  how 

it  experiences  time. 


of  time  lies  at  the  foundation  of  a  person's  culture.  You 
can  take  a  bright  young  man  from  a  village  near  Dakar,  edu- 
cate him  and  give  him  a  white-collar  job  in  a  government 
office.  Intellectually  he  can  grasp  the  mechanisms  of  email 
or  fax  machines,  but  his  rhythms  will  still  be  those  of  the 
village  from  whence  he  came.  That  is  why  many  Western- 
ers have  found  it  so  difficult  to  deal  with  African  bureau- 
cracies. These  people,  we  say,  "have  no  concept  of  time." 

Of  course  they  have  a  concept  of  time;  it  is  just  vastly 
different  from  the  West's.  Business  is  transacted  between  the 
two  cultures;  it's  just  done  "in  its  own  time."  I  don't  see 


this  being  very  different  in  the  years  to  come. 

In  a  contest  between  new  technology  and  old  ways 
of  life,  it  is  the  traditional  rhythms  that  will  hold.  Tradi- 
tional societies  make  up  more  than  two-thirds  of  the  world, 
the  two-thirds  that  will  not  be  going  online  to  "save"  time 
but  will  remain  wedded  to  the  knowledge  that  if  the  bus 
doesn't  come  that  day,  it  will  come  someday.  After  all, 
there  is  nothing  but  time.  ■ 


L 


Gloria  Naylor  won  the  National  Book  Award  for  First  Fiction  for  her 
novel  The  Women  of  Brewster  Place.  Her  other  books  include  Mama  Day 
and  Bailey's  Cafe.  Her  most  recent  novel  is  The  Men  of  Brewster  Place. 
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Today,  50,000  people 
will  sign  up  for 
Cell   phone  service 
(can  your  mother 
be  far  behind?). 


148  million  people 
might  hop  on 

the  Internet. 


900  million 

voicemail 

messages  will  be  lcj 
(not  necessarily 
returned). 


i 


the  time  it 
Ikes  to  read 
[is,  5  million 

tails 

ill  be  sent 


There's  a  communications 
revolution  going  on. 

And  one  company 

is  right  in  the  center  of  it. 


Lucent  Technologies 

Bell  Labs  Innovations 


600  Mountain  Avenue 

Murray  Hill,  NJ  07974-0636 

www.Iucent.com 

l-888-4-Lucent 


We  make  the  things  that  make  communications  work.' 
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m  Late,  I'm  Late... 

BY      DANIEL     SCHORR 


Yoi  walk  down  THE  street  and  it  seems  that  every 
fourth  person  is  glued  to  a  cellular  phone,  advertis- 
ing that  he/she  (more  often  he)  is  under  terrific  time 
pressure.  I  have  eavesdropped  on  some  of  these  con- 
versations and  have  come  away  impressed  with  how 
unurgent  most  of  them  sounded.  But  time  has 
become  the  new  commodity  —  the  scarcity  of  which 
is  conspicuously  displayed  as  a  sign  of  status. 

"Remember  that  time  is  money,"  Benjamin  Franklin 
is  supposed  to  have  said.  But 
today  time  is  more  than  money. 
It  is  the  arbiter  of  worth. 
It  determines  in  milliseconds 
who  is  the  champion  athlete. 
It  propels  TV  news  anchors 
into  breathless  races  to  be 
seconds  ahead  on  a  breaking 
story,  even  though  few  in  the 
audience  know  or  care  who  won  the  race.  It  sends 
some  people  scurrying  to  avoid  missing  one  section  of  the 
revolving  door. 

The  tyranny  of  time  was  slow  in  coming.  Until  the 
Middle  Ages  people  had  no  real  concept  of  time.  It  was  up 
at  sunrise,  home  at  sundown.  There  were  morning  prayers 
and  evening  prayers.  Relatively  few  people  owned  hourglasses 
or  sundials. 

Around  the  end  of  the  13th  century,  the  first  mechani- 
cal clock  was  invented  in  Italy.  The  ability  to  measure  time 
with  some  degree  of  accuracy  sparked  a  burst  of  scientific 
and  commercial  advancements  in  Europe  that  left  the 
Eastern  world  behind  in  its  timeless  ways. 

The  Chinese  treated  time  as  a  prerogative  of  the  sover- 
eign, to  be  kept  secret  from  ordinary  people.  In  1370,  King 
Charles  V  of  France  declared  that  the  clock  installed  in  his 
palace  would  be  the  standard  for  correct  time  —  making  the 
tyranny  of  time  almost  a  literal  matter. 

But,  in  modern  times,  the  hegemony  of  the  clock 
sparked  competition  to  compress  time  and  has  led  to  an 
age  of  anxiety  about  time.  Today  we  communicate  faster 
than  we  know  what  to  communicate.  Ever  faster  computer 
chips  help  deluge  us  with  information  that  we  have  little 
time  to  digest.  Foreign  policy  formulators  have  trouble 
keeping  up  with  events  because  of  live  television,  which 
can  turn  an  incident  into  an  instant  crisis.  Desktop 

Drawing   by   Nancy   Wolf 


Stop  bragging  about 

how  busy  you  are  and 

start  thinking  about 

giving  time  away. 


publishers  can  print  books  faster  than  they  can  choose 
what  to  print. 

And  the  end  is  not  in  sight.  The  technical  journals  say 
that  the  wristwatch  of  the  future  will  have  monitors 
to  check  pulses  and  glucose  levels,  global  positioning 
systems,  and,  of  course,  built-in  pagers  lest,  God  forbid, 
one  should  be  out  of  touch  when  the  cell  phone  battery 
goes  dead. 

"No  time  to  spare"  may  make  one  feel  important,  but 
it  also  contributes  to  the  phe- 
nomena of  latchkey  children, 
half-empty  concert  halls,  and 
clipped,  unnuanced  conversa- 
tions. Speed  of  communication 
is  on  its  way  to  outstripping  our 
knowledge  of  what  to  commu- 
nicate. I  see  us  developing  more 
information  choices  and  having 
less  time  to  make  those  choices. 

Or  as  Tom  Geddie  put  it  in  his  book  Communication  World, 
"Formatted  poorly,  rapid  and  economical  dissemination  has 
the  potential  to  drown  us  in  words  and  misused  time." 

If  time  scarcity  confers  a  certain  status,  is  there  another 
way  of  gaining  that  status?  Yes,  it  is  what  I  call  the  Gift 
of  Time  —  donating  some  of  that  scarce  commodity  to 
a  worthy  cause. 

My  friend  Judith  Viorst,  as  busy  a  writer  and  traveling 
lecturer  as  I  know,  has,  for  the  past  seven  years,  volunteered 
in  a  hospice  in  Washington,  D.C.  With  the  slogan  "Each  day 
is  a  lifetime,"  the  hospice  provides  help  and  comfort  to  the 
terminally  ill.  Judy  finds  the  work  not  depressing  but  "an 
honor  and  a  privilege." 

Ted  Turner  of  CNN,  for  whom  I  worked  in  the  early  days 
of  his  network,  once  told  me  that  he  liked  to  amass  money 
because  "that's  how  you  keep  score."  More  recently,  his 
philosophy  has  changed  to  "How  much  you  give  away  is  how 
you  keep  score." 

Maybe  we  can  learn  to  think  of  time  that  way.  Perhaps  we 
can  develop  another  type  of  status  symbol,  say,  a  "philan- 
thropy of  time"  —  withholding  a  few  valuable  moments  for 
good  causes.  ■ 

yl  Daniel  Schorr,  a  senior  news  analyst  for  National  Public  Radio,  has 
™  won  three  Emmy  Awards  and  a  1992  Peabody  Award.  He  wrote  this 
M    article  on  a  typewriter — very  slowly. 
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Rock  Around 
the  Clock 


BY    CAMILLE    PAGLIA 


|ature's  clock  ticks  behind 
technology's  facade.  Try  as  we 
will  to  perfect  society's  gleam- 
ing latticework  of  metal  and 
microfiber,  we  are  hostage  to 
our  stubborn  bodies,  which 
still  pulse  to  primeval  rhythms. 

We  were  once  wedded  to  the  sun. 
In  the  agrarian  past,  the  calendar  was 
fixed  by  seasons, 
and  days  began  and 
ended  with  the  light. 
On  farms,  there 
was  steady,  perpet- 
ual movement.  Work 
never  ended,  and 
energy  had  to  be 
conserved. 

I  felt  that  stately, 
archaic  sense  of 
time  in  my  Italian  grandmothers' 
kitchens  when  I  was  a  small  child  in 
upstate  New  York.  My  grandmothers 
never  rushed.  Yet  they  were  always  on 
their  feet,  and  they  never  seemed  to 
sit,  even  at  meals.  They  tended  the 
stove  all  day  and  hovered  at  the  table. 
Time  seemed  hypnotically  dense  at 
my  grandmothers';  it  was  something 
one  could  almost  swim  in.  That  this 
was  no  childhood  illusion  was  dra- 
matically proven  to  me  35  years  later, 
just  after  I  began  teaching  in  Philadel- 
phia. After  an  exhausting  day  at  my 
university  in  Center  City,  I  decided  to 
try  to  track  down  a  barbecued-rib 
restaurant  I  had  heard  was  located 
in  the  vast  black  community  of  West 
Philadelphia. 

Zigzagging  my  car  in  and  out  of 

Painting    by    Kenny    Scharf 


Resetting  high 

tech  time  with 

barbecued  ribs 

and  a  lot  of 

rock'n'  roll. 


rush-hour  traffic,  I  finally  found  what 
I  was  looking  for  and,  in  my  usual 
manic,  blitzkrieg  style,  parked,  jumped 
out,  ran  down  the  block,  dashed 
through  the  door  —  and  nearly  fell  on 
my  face.  I  hit  agrarian  time,  or  rather 
it  hit  me.  My  mind  could  not  process 
rapidly  enough  what  I  literally  felt  on 
my  skin.  The  only  comparable  sensa- 
tion I  have  ever  had 
was  when,  as  an 
adolescent  traveling 
with  my  parents,  I 
jumped  into  the 
Manatee  River  at  a 
Florida  campground 
and  felt  the  reddish, 
brackish,  mineral- 
laden  water  heavily 
swirling  around  me, 
thick  as  syrup. 

At  the  restaurant,  it  was  as  if  I  had 
glided  through  a  wall  and  stepped  into 
another  dimension  in  Rod  Serling's 
The  Twilight  Zone.  There  were  no 
tables,  just  a  large,  dimly  lit  room 
packed  with  chatting  customers  wait- 
ing patiently  for  their  take-out  orders. 
Several  generations  of  the  black  fam- 
ily who  owned  the  restaurant  method- 
ically circulated  behind  the  long 
wooden  counter,  hefting  and  chopping 
hunks  of  succulent  grilled  meat, 
spooning  out  salads,  and  wrapping  up 
bags.  Everything  seemed  in  dreamlike 
slow  motion. 

As  if  struck  by  a  thunderbolt,  I  was 
transported  back  to  my  grandmothers' 
kitchens.  Here  once  again  was  that 
majestic  rhythm,  unanxious  and  >276 
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n  i  p  I  |i  -4  275  unhurried,  startlingly  removed  in 
f  A\3  L  I  M  this  case  from  the  hectic  urban  clatter  out- 
side. I  immediately  sensed  the  nearness  of  Southern  rural  roots. 
In  hot  regions  like  the  Mediterranean  or  the  American 
South,  people  must  pace  themselves  or  suffer  sunstroke. 
Hence  contemporary  Italians  from  Rome  southward  still  close 
their  shutters  and  take  a  midday  siesta,  after  which  shops 
casually  reopen  at  staggered  times  in  the  late  afternoon.  It  is 
a  practice  that  baffles  and  infuriates  Anglo  American  tourists 
used  to  the  stricter  business  clock  invented  some  200  years 
ago  by  the  Northern 
European  Industrial 
Revolution. 

In  A  Passage  to 
India,  E.  M.  Forster 
describes  the  comic 
clash  between  British 
and  Hindu  cultures, 
with  their  different 
expectations  about 
organization  and  effi- 
ciency. In  college 
in  the  1960s,  during 
my  generation's  tilt 
toward  the  Far  East, 
Hindu  and  Buddhist 
ideas  about  time  were 
everywhere.  Even  in  a 
class  on  17th-century 
poetry,  I  heard  about  the  "Eternal  Now,"  the  suspension  of 
linear  clock  time  in  religious  meditation,  experienced  as  well 
by  Christian  mystics. 

The  massive  drug  taking  of  my  peers  (from  which,  thanks 
to  my  Mediterranean  preference  for  Dionysian  liquors,  I 
miraculously  escaped)  was  an  artificial  way  to  interrupt  the 
Western  clock.  Its  aim  was  to  stop  cold  the  careerist  pressure 
from  parents  and  authority  figures  on  the  young  to  enter  the 
materialistic  "system."  Marijuana  in  particular,  which  squeezes 
or  stretches  the  ordinary  sense  of  time,  was  used  to  blot 
out  external  pressures. 

So  much  great  1960s  pop  music  still  communicates  that 
hazy  reshaping  of  time,  from  the  Beatles's  "Strawberry  Fields 
Forever"  to  Vanilla  Fudge's  operatic  version  of  "You  Keep  Me 
Hangin'  On."  The  psychedelic  style,  fueled  by  LSD,  was  ideo- 
logically hallucinatory,  transforming  concrete  space  and  time 
into  a  higher  realm  of  imagination  and  art. 

However,  this  was  a  journey  from  which  many  of  my 
generation  never  returned,  their  brains  so  chemically  altered 
that  they  could  no  longer  focus  their  energies  enough  to 
contribute  meaningfully  to  the  society  that  they  eventually 
had  to  reenter. 

Salvador  Dali's  famous  melting  watches  symbolize  the  rela- 
tivity of  Western  notions  of  time,  which  Freud  saw  subverted 
every  night  in  our  unconscious  dream  life.  This  Freudian  and 
surrealist  vision  was  prefigured  in  Lewis  Carroll's  influential 
Alice  books,  which  open  with  the  frantic  White  Rabbit,  a  par- 
ody of  a  British  businessman  constantly  checking  his  watch 
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("I'm  late!  I'm  late!  For  a  very  important  date!"  the  sputter- 
ing rabbit  sings  in  Walt  Disney's  cartoon  film). 

The  Jefferson  Airplane's  great  song  "White  Rabbit," 
from  Surrealistic  Pillow  (1967),  became  a  generational 
anthem.  It  describes  young  people's  experience  of  falling 
down  the  rabbit  hole  of  drugs,  by  which  they  were  trying 
(as  the  Doors  -put  it)  to  "break  on  through  to  the  othen 
side"  of  reality. 

Back  then,  I  had  my  own  interpretation  of  time  resculp- 
ting.  In  one  of  my  elaborate  college  pranks  (40  in  all, 

which  got  me  put 
on  probation  for  a 
semester),  I  created  a 
surrealist  homage  to 
Dali.  Poking  around 
my  dormitory,  I  fig- 
ured out  that  the  big 
white  campus  clocks 
on  the  walls  of  hall- 
ways and  classrooms! 
were  easily  pried  out 
and  unplugged.  Sc 
late  one  weekend! 
night,  while  everyone 
was  off  at  a  beer  blast 
I  lifted  two  of  these 
clocks  (each  the  size 
of  a  large  pizza)  anc 
tucked  them  into  the- 
twin  beds  of  my  dorm's  resident  advisers.  Each  clock  seemec 
to  be  sleeping  peacefully  on  a  pillow,  with  the  sheet  anci| 
blanket  neatly  pulled  up  under  its  chin. 

I  thought  the  effect  was  quite  striking  and  humorous  — 
an  anthropomorphic  allegory  of  suspended  time.  However 
the  advisers  did  not  find  it  so  wonderful,  staggering  drunl 
into  their  room  at  3  a.m.  and  screaming  in  surprise  anc 
terror.  I  don't  think  they  ever  spoke  to  me  again. 

Modern  culture  has  been  obsessed  with  speed  sine 
the  invention  of  the  steam-powered  locomotive  in  the  earl' 
19th  century.  Our  sense  of  space  has  progressively  con 
traded  and  collapsed  because  of  our  ability  to  cross  hug 
distances  with  magical  effortlessness.  Many  chronic  stress 
related  medical  complaints  are  certainly  aggravated  by  thi 
headlong  pace,  which  has  disrupted  our  physical  perceptio 
of  time. 

My  theory  is  that  the  massive  rise  of  rhythmically  intens 
pop  music  over  the  past  70  years  is  partly  due  to  our  urger 
need  to  reset  our  inner  clocks  to  match  this  new  world.  Simi 
larly,  the  modern  pornography  industry  serves  an  importar 
function  in  reorienting  our  high  tech  consciousness  towar 
our  baseline  identity  in  the  fleshly  and  the  organic.  Love  poet 
in  the  lascivious  carpe  diem  tradition  have  always  know 
time  is  transient,  written  in  the  human  body,  which  bloon 
only  to  decay.  .  I 
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Camille  Paglia,  a  culture  critic,  feminist,  and  libertarian,  is  profess 

of  humanities  at  the  University  of  the  Arts  in  Philadelphia.  Her  four 

itudy  oj  Alfred  Hitchcock's  The  Birds,  was  released  this  year. 
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Ql  p  I  I  jt  <  275  unhurried,  startlingly  removed  in 
I  f\  VJ  L  I  rt  this  case  from  the  hectic  urban  clatter  out- 
side. I  immediately  sensed  the  nearness  of  Southern  rural  roots. 
In  hot  regions  like  the  Mediterranean  or  the  American 
South,  people  must  pace  themselves  or  suffer  sunstroke. 
Hence  contemporary  Italians  from  Rome  southward  still  close 
their  shutters  and  take  a  midday  siesta,  after  which  shops 
casually  reopen  at  staggered  times  in  the  late  afternoon.  It  is 
a  practice  that  baffles  and  infuriates  Anglo  American  tourists 
used  to  the  stricter  business  clock  invented  some  200  years 
ago  by  the  Northern 
European  Industrial 
Revolution. 

In  A  Passage  to 
India,  E.  M.  Forster 
describes  the  comic 
clash  between  British 
and  Hindu  cultures, 
with  their  different 
expectations  about 
organization  and  effi- 
ciency. In  college 
in  the  1960s,  during 
my  generation's  tilt 
toward  the  Far  East, 
Hindu  and  Buddhist 
ideas  about  time  were 
everywhere.  Even  in  a 
class  on  17th-century 
poetry,  I  heard  about  the  "Eternal  Now,"  the  suspension  of 
linear  clock  time  in  religious  meditation,  experienced  as  well 
by  Christian  mystics. 

The  massive  drug  taking  of  my  peers  (from  which,  thanks 
to  my  Mediterranean  preference  for  Dionysian  liquors,  I 
miraculously  escaped)  was  an  artificial  way  to  interrupt  the 
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("I'm  late!  I'm  late!  For  a  very  important  date!"  the  sputter- 
ing rabbit  sings  in  Walt  Disney's  cartoon  film). 

The  Jefferson  Airplane's  great  song  "White  Rabbit," 
from  Surrealistic  Pillow  (1967),  became  a  generational 
anthem.  It  describes- young  people's  experience  of  falling 
down  the  rabbit  hole  of  drugs,  by  which  they  were  trying 
(as  the  Doors  put  it)  to  "break  on  through  to  the  other 
side"  of  reality. 

Back  then,  I  had  my  own  interpretation  of  time  resculp- 
ting.  In  one  of  my  elaborate  college  pranks  (40  in  all, 

which  got  me  put 
on  probation  for  a 
semester),  I  created  a 
surrealist  homage  to 
Dali.  Poking  around 
my  dormitory,  I  fig- 
ured out  that  the  big 
white  campus  clocks 
on  the  walls  of  hall- 
ways and  classrooms 
were  easily  pried  out 
and  unplugged.  So 
late  one  weekend 
night,  while  everyone 
was  off  at  a  beer  blast, 
I  lifted  two  of  these 
clocks  (each  the  size 
of  a  large  pizza)  and 
tucked  them  into  the 
twin  beds  of  my  dorm's  resident  advisers.  Each  clock  seemed 
to  be  sleeping  peacefully  on  a  pillow,  with  the  sheet  and 
blanket  neatly  pulled  up  under  its  chin. 

I  thought  the  effect  was  quite  striking  and  humorous  — 
an  anthropomorphic  allegory  of  suspended  time.  However, 
the  advisers  did  not  find  it  so  wonderful,  staggering  drunk 
into  their  room  at  3  a.m.  and  screaming  in  surprise  and 
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oration.  Ciena  develops  and  manufac- 
family  of  optical  networking  solutions  for 
lunications  carriers  These  solutions  enable 
lower  the  cost  of  bandwidth  and  simplify 
rk 
I  America.  Inc.  Corporate  Networks  Group  is  a 
re  developer  and  manufacturer  of  powerful 
rsatile  business  communication  platforms, 
ng  multiple  media  breakthrough  productivity 
iy's  technology-driven  enterprises. 
Cellular,  www.nokia.com. 
Iteite  visits  only. 

.  F  eNet  With  PageNet  Two-Way  you  can:  send 
■Aceive  Internet  email;  send  messages  to  other 
s;  reply  to  messages;  send  messages  to  multi- 
rties  and  fax  data. 

Inc.  A  world  leader  in  Internet  solutions, 
uces  PSIVoice  (SM)  with  flat  rate  office- 
e  calling.  Call  1-800-539-8393  or  visit 
netcom. 
,  Inc.  Headquarters  in  Dallas,  Texas  is  the 
g  independent  provider  for  current  and  evolv- 
siness  applications  of  computer  and  telephony 
ation 


Economic  Development 


rfax  County  Economic  Development  Authority, 
(lto  the  advantages  of  locating  your  business  in 
County.  Home  of  The  Internet  and  The  1998 
ress  on  Information  Technology. 
ippi  Department  of  Economic  and 
ity  Development,  www.mississippi.org. 
Department  of  Development.  The  Ohio 
ent  of  Development  is  responsible  for  the 
,  retention  and  expansion  of  job  opportuni- 
the  State  of  Ohio.  The  department  is  made 
ine  divisions,  administers  both  short  and 
rm  economic  and  community  development 
ms 


Financial  Services 


5.  ndesic  LLC.  The  Internet  company  from  Intel 
ndAP,  js  focused  entirely  on  e. business:  a  full-fea- 
iif|  low-cost,  turnkey  approach  to  conducting 


commerce  on  the  Internet.  1-888-349-ebiz  (3249), 
www.pandesic.com. 

16.  TIAA-CREF.  A  leading  low  cost,  high  quality  finan- 
cial services  organization  and  the  world's  largest 
private  pension  system. 


17.  AST  Computer.  Develops  and  markets  a  broad 
spectrum  of  desktop,  mobile  and  server  PC  products. 
Visit  us  at  www.ast.com  or  call  1-800-876-4278. 

18.  Cisco  Systems,  Inc.  The  worldwide  leader  in  net- 
working for  the  Internet.  Cisco  products  include 
routers,  LAN  and  ATM  switches,  access  servers  and 
network  management  software. 

*    Compaq  Computer  Corporation. 
www  compaq.com.  Website  visits  only. 

19.  CTX  International,  Inc.  A  leading  supplier  of  PC 
monitors,  computers,  notebook  PCs,  LCD  monitors 
and  LCD  projectors.  CTX  products  are  available 
through  resellers,  retailers  and  distributors. 

20.  Digi  International,  Inc.  Digi's  Net  Blazer  8500  can 
significantly  lower  long  distance  costs  by  letting  you 
place  phone  calls  over  the  Internet.  Learn  more  at 
www.dgn.com. 

21.  LG  Electronics  USA,  Inc.  One  of  the  world's 
largest  manufacturers  of  technology  products.  LG's 
product  line-up  includes  a  range  of  high-perfor- 
mance computer  monitors,  storage  devices,  LCD 
monitors,  and  handheld  PCs.  For  information  visit 
www.lgeus.com  or  call  800-243-0000. 

22.  NEC-  A  Leader  in  Multimedia  Technology.  NEC 
supports  fully  integrated  multimedia  technologies 
ranging  from  semiconductors  to  communications 
including  wireless  to  imaging  to  computers  to  new 
media. 

23.  Nokia  Display  Products,  Inc.  A  leading  brand  of 
high-performanqe  CRT  and  flat  panel  displays  known 
for  their  outstanding  picture  quality,  ergonomic 
design  as  well  as  user-friendliness. 

24.  Proxim.  Proxim's  Symphony  Cordless  Networking 
Products  enable  a  fast,  easy-to-use  wirefree  net- 
work for  all  your  desktop  and  laptop  PCs. 

25.  Snap!  Server/Meridian  Data  Inc.  Offers  small 
businesses  and  corporate  workgroups  a  revolution- 
ary new  way  to  easily  add  storage  to  PC-based  net- 
works. Visit  www.snapserver.com. 

26.  Sony  Electronics,  Inc.  Sony  VAIO  505  SuperSlim 
notebook.  Less  than  1  inch  thick.  Less  than  3  pounds. 
Call  1-877-S0NY-N0W,  orvisitwww.sony.com/505. 

27.  Tektronix  Color  Printers.  Tektronix  (color  print- 
ing &  imaging  division)  develops  &  markets  the 
award-winning  family  of  phaser  solid  ink  &  laser 
color  printers. 


28.  CDW.  A  Fortune  1000  direct  solutions  provider  of 
hardware,  software  and  peripheral  computer  prod- 
ucts from  the  top  name  brands  in  all  product  cate- 
gories! 

29.  Documentum,  Inc.  Develops,  markets  and  sup- 
ports a  family  of  client/server  and  Web  software 
products  that  enable  companies  to  share,  manage, 
and  reuse  the  vital  corporate  knowledge  contained 
in  documents. 


30.  Eastman  Software,  Inc.  A  leading  worldwide 
provider  of  enterprise  work  management  software, 
which  enables  customers  to  manage  document-and- 
process-intensive  work  in  a  collaborative  environ- 
ment. Visit  www.eastmansoftware.com  or  call  800- 
229-2973  for  more  information. 

31.  Inktomi.  Develops  and  markets  scaleable  soft- 
ware designed  for  the  world's  largest  Internet  infra- 
structure and  media  companies. 

*  Microsoft  Windows  CE. 
www.microsoft.com\windowsce\ppc. 
Website  visits  only. 

32.  PeopleSoft.  Enterprise  application  software  for 
industries  such  as  communications,  education, 
financial  services,  government,  healthcare,  manu- 
facturing, retail,  services,  and  utilities.  Visit 
www.peoplesoft.com  or  call  1-888-773-8277  for  more 
information. 

33.  SynQuest,  Inc.  Supply  chain  software. 

*  Visio  Corp.  www.visio.com\fastpace. 
Website  visits  only. 


*  Electronic  Data  Systems  Corporation. 
www.eds.com.  Website  visits  only. 

34.  SAP  America,  Inc.  A  market  and  technology 
leader  in  client/server  software,  provides  compre- 
hensive solutions  for  companies  of  all  sizes.  SAP 
products  empower  people  to  respond  quickly  to 
dynamic  market  conditions,  helping  businesses 
maintain  a  competitive  advantage. 

*  Tandy  Corporation,  www.tandy.com. 
Website  visits  only. 


Consumer  Products/Services 


35.  Bluefly.com.  The  designer  outlet  store  in  your 
home.  Featuring  men's,  women's,  and  children  cloth- 
ing from  top  designers  at  savings  of  25-75  percent  off 
of  retail  prices. 

36.  egift.com.  A  Cyber  Shop  International  Company. 
Visit  us  on  the  Internet  or  call  877-EGIFT  4  U. 

37.  Hitachi.  A  multi-national  company  with  over 
300,000  employees  worldwide  that  manufactures 
over  20,000  products,  including  electronics,  micro- 
processors, industrial  and  automotive  products. 
www.hitachi.com,  1-800-HITACHI. 


Global  Supply  Chain  Managements 


38.  QAD  Inc.  A  leading  developer  and  global  suppli- 
er of  integrated  supply  chain  software  and  services 
including  manufacturing,  distribution,  customer  ser- 
vice and  financial  applications  in  an  open  systems 
environment. 


Manufacturing  Systems  Integration 


39.  Tava  Technologies,  Inc.  A  suite  of  integrated 
products  and  services  designed  to  significantly 
reduce  the  time  and  cost  to  achieve  Y2k  readiness 
for  manufacturing  and  process  industries.  Visit 
www.tavatech.com 
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Crossing  into 
El  Futuro 

BY     RICHARD     RODRIGUEZ 
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■  mericans  used  to  tell  time  in  one  direction  only — from 

M      east  to  west.  History  began  with  Plymouth  Rock.  Time 

■  ■     moved  west — across  the  plains,  over  the  Rockies.  The 

LM    future  beckoning — "Go  west,  young  man!"  —  toward 

m    ■  the  lowering  sun. 

■  ■  Americans  still  consider  the  far  West,  particularly 
California,  as  home  to  the  future — where  fads  and  new  ideas 
begin.  But  today  California  has  the  country's  largest  Hispanic 
population.  Many  Californians  (my  Mexican  father  among 
them)  describe  California  not  as  "the  West"  but  "el  Norte." 

When  President  Clinton  agreed  to  the 
North  American  Free  Trade  Agreement 
several  years  ago,  he  was,  at  last,  acknowl- 
edging that  the  United  States  exists  on  a 
north/south  trajectory. 

Canada  and  Mexico,  otherwise  so  dis- 
similar, are  alike  in  the  fact  that  both  lack 
a  myth  of  the  West.  North  and  south  loom  as  more  impor- 
tant points  of  the  compass. 

I  have  heard  Canadians,  in  autumn,  apostrophize  the 
North.  "The  North  is  coming,"  they  say,  as  myth  overcomes 
history  in  a  blast  of  wind.  Whereas  the  South  —  along 
Canada's  tenuous  border  with  the  United  States  —  is  where  a 
possible  future  lurks.  Canada  worries  about  American  mag- 
azines, Nashville  music,  and  teenage  gunmen  changing  Canada. 

Mexicans  look  south  toward  the  past.  Mexican  history  lies 
amid  the  broken  stones  of  ancient  Indian  civilizations. 
El  Norte,  in  the  Mexican  scheme,  is  the  direction  from  which 
the  future  comes,  often  as  chaos.  In  prehistory,  iconoclastic 
Indian  tribes  descended  from  el  Norte,  as  did  19th-century 
revolutionaries.  Today,  Mexico  loses  her  children  to  the 
northern  lure  of  dollars. 

Maybe  U.S.  history  was  foretold  by  the  Civil  War,  the 
struggle  between  the  industrial  North  and  the  agrarian  South. 
Today,  more  and  more  Americans  imagine  the  country  not 
as  "sea  to  shining  sea"  but  in  the  extremities  of  hot  and  cold. 

By  the  late  1960s  and  '70s,  the  far  West  was  growing 
crowded.  The  West  was  becoming  finite.  At  about  that  time, 
two  technologies  changed  the  way  Americans  imagined  the 
South  as  a  possible  address.  Air-conditioning  made  Houston 
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and  Phoenix  livable.  And  cheap  airfares  —  the  jet  engine  — 
transformed  arthritic  Minnesota  grandmothers  into  travelers. 
They  moved  like  monarch  butterflies  —  spending  winter  in 
the  warm  South,  returning  in  spring  to  Saint  Paul. 

Most  Americans  would  probably  rather  have  a  wall 
between  the  United  States  and  Mexico  than  acknowledge  that 
the  United  States  is  of  a  part  with  Latin  America  —  connected 
by  desert  and  blood  and  economics.  But  already  there  are 
new  mythologies.  The  great-granddaughters  of  pioneers  who 
headed  west  now  travel  to  Sedona,  Arizona,  to  commune  with 
dead  Indians.  Novels  appear  about  magic 
mushrooms  and  brujos,  luring  the  gringo 
into  the  desert. 

Or  is  the  South  the  future?  We  look 
toward  Mexico  City  and  Lima  and 
we  fear,  perhaps,  that  we  are  gazing  at 
el  futuro. 

Finally,  Asians  confound  mythology.  Asians  describe 
America  in  reverse.  After  all,  through  Asian  eyes,  the  West 
Coast  is  where  America  begins,  not  where  it  ends. 

America  is  becoming  a  world  society,  the  first  in  the  world, 
Irish  living  alongside  Filipinos  living  alongside  Syrians. 
Mythologies  clash  in  a  single  house.  The  grandmother 
remembers  Canton  as  the  past,  while  her  grandson  fully 
expects  the  Chinese  century  coming.  It  is  no  coincidence  that 
a  north/south  line  of  digital  commerce  extends  today  from 
Redmond,  Washington,  to  North  County,  San  Diego.  Tech- 
nology promises  escape  from  the  puzzles  of  the  map.  In 
cyberspace  there  is  no  north  or  east,  only  infinity. 

Time  is  a  circle,  not  a  straight  line.  The  great  explorers 
knew  this.  Travel  north  far  enough  and  you  find  yourself  trav- 
eling south.  The  same  for  the  traveler  headed  west  or  east. 
Future  and  past  lie  always  ahead.  We  are  no  longer  certain 
exactly  where  we  are  in  the  world.  Or  what  time  it  is.  Indi- 
ans from  Guatemala  are,  this  minute,  heading  for  el  Norte, 
hoping  for  work  in  Burbank,  singing  Protestant  hymns  along 
the  way.  ■ 


fl 


Richard  Rodriguez  won  the  1 997  George  Foster  Peabody  Award  for  his  PBS 
NewsHour  essays  on  American  life.  He  is  the  author  o/Hunger  of  Mem- 
ory and  Days  of  Obligation,  a  philosophical  travel  book. 
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A  U  n  n  A  Q  r  ^260  middle  of  the  21st  century 
ft  IVI  D  l\  \J  0  L  linemen  will  weigh  400  pounds 
each  and  run  the  40  in  4.7.  Between  1950  and  today,  basket- 
ball players'  height,  weight,  speed,  and  skills  have  increased  by 
astonishing  proportions.  There  apparently  is  no  upper  limit. 

We  are  growing  healthier,  too,  and  living  longer,  which 
represents  another  conquest  of  time.  Cloning  is  going  to  have 
a  dramatic  effect  on  our  idea  of  time  by  linking  past,  future, 
and  present  in  one  being — a  form  of  perpetual  life.  In  the 
communication  of  ideas,  facts,  and  figures,  what  can  be  faster 
than  instantly?  But  the  electronics  revolution  is  quite  obvi- 
ously far  from  over;  computers  will  get  even  smaller,  faster, 
and  more  comprehensive. 

Whether  we  can  travel  faster  remains  to  be  discovered. 
It  is  difficult  to  imagine  higher  speed  limits  for  automobiles 
or  much  bigger  or  faster  jet  airliners.  Space  is  the  great  fron- 
tier, but  unlike  Lewis  and  Clark,  the  astronauts  are  truly 
defeated  by  distance.  Never  mind  the  greater  human 
longevity;  it  still  won't  be  sufficient  to  allow  them  to  live  long 
enough  to  travel  outside  our  sun's  orbit,  where  distance  is 
measured  in  light-years. 

Meanwhile,  transportation  continues  to  get  slower.  At  the 
beginning  of  the  20th  century,  a  pedestrian  in  New  York  City 
walked  around  faster  than  his  great-grandson  can  today.  In 
Los  Angeles,  people  got  around  faster  in  their  cars  50  years 
ago  than  they  can  today.  It  takes  me  as  long  to  get  from 
O'Hare  Airport  to  downtown  Chicago  as  it  does  for  me  to 
fly  from  New  Orleans  to  Chicago. 

It  is  characteristic  of  our  age  that  time  is  pressing;  time  is 
wasting;  time  is  short;  time  was;  time  is  up.  Before  the  rail- 
road and  telegraph,  nobody  cared  much  about  what  time  it 
was.  To  the  businessman  of  the  19th  century,  a  trip  across 
the  continent  took  two  to  three  months.  After  1869,  the  year 
of  the  transcontinental  railroad,  he  could  get  from  New  York 
to  San  Francisco  in  seven  days  ("So  quick,"  he  said,  "you 
didn't  even  have  time  to  take  a  bath").  He  thought  it  a 
miracle.  But  consider  how  much  time  he  had  in  that  week 
for  thinking,  sight-seeing,  reading,  or  just  being  lazy,  as  com- 
pared to  our  experiences  traveling  today — always  in  haste, 
never  contemplating,  forgetting  to  stop  and  sniff  the  flowers. 

Time  has  become  an  obsession.  There  is  never  enough  of 
it.  Things  weren't  always  this  way.  Attitudes  about  time  change 
as  life  changes.  What  the  people  of  the  next  century  will  think 
and  feel  about  time  is  unknown.  But  it  is  possible  to  imag- 
ine that  they  will  regard  time  as  the  most  precious  posses- 
sion of  all  and  spend  it  wisely.  As  to  what  they  will  regard  as 
the  greatest  achievement  of  the  20th  century,  it  is  possible 
that  it  won't  be  the  scientific  and  technological  but  rather  the 
political.  The  triumph  of  the  20th  century,  our  descendants 
may  decide,  was  the  spread  of  democracy  and  freedom 
around  the  world,  not  the  continuing  conquest  of  space  and 
time,  or  the  physical  growth  of  the  human  body  or  better 
health.  Because  in  extending  freedom  to  its  greatest  enemies, 
we  have  restored  the  idea  of  progress.  ■ 


Stephen  E.  Ambrose  is  one  of  America's  most  eclectic  historians.  He  is 
the  author  of  best-selling  books  such  as  Nixon,  Undaunted  Courage,  and 
&L      Citizen  Soldiers. 


»/  a  k  I  jki  p  r\  MX  ^  266  friends  and  relatives,  who 
V  \J  iN  IN  L  U  U  I  are  royal  pains  in  the  neck, 
with  a  better  class  of  people.  Ask  any  kid  what  a  relief  this 
is.  Ask  any  parent. 

The  first  successful  social  transplants  about  which  we  have 
any  knowledge  took  place  in  the  fourth  century  before  Christ, 
in  amphitheaters  in  ancient  Greece.  Attractive  persons  who 
had  memorized  really  interesting  things  to  say  on  stage  were 
enthusiastically  accepted  by  audiences  as  genuine  relatives 
and  friends.  Eureka! 

This  ancient  discovery  was  akin  to  one  made  during  : 
World  War  II.  Some  unlucky  airmen  had  bits  of  plastic 
blown  into  their  eyeballs.  The  eyeballs  did  not  reject  those 
bits:  Again,  eureka!  This  meant  lenses  clouded  by  cataracts 
could  be  replaced  with  new  ones  made  of  plastic. 

Of  course,  the  most-admired  heroes  in  that  same  war  were 
also  synthetic,  actors  who  had  never  been  to  war.  An  airport 
in  California  is  actually  named  for  such  an  actor  who,  when 
it  came  to  combat,  might  as  well  have  been  a  plastic  cornea. 

"Hell  is  other  people,"  quoth  Jean-Paul  Sartre.  In  view  of 
successful  social  transplants  performed  in  ancient  Greece, 
and  subsequendy  in  theaters  all  over  the  world,  he  might  have 
said  more  precisely,  "Hell  is  other  real  people." 

But  relief  from  real  people  afforded  by  social  transplants 
performed  in  theaters  was  temporary  at  best.  One  might  liken 
it  to  dialysis  before  a  kidney  donor  could  be  found.  And  such 
kidney  donors,  so  to  speak,  did  not  appear  until  early  in  this 
century  when  recordings  and  radio  and  then  television  made 
it  possible  to  bring  synthetic  relatives  and  friends  right  smack 
into  the  home  where  the  awful  real  people  were. 

ZAP! 

But  technological  progress  can  no  more  stand  still  than 
the  proverbial  one-armed  paperhanger  with  hemorrhoids. 
In  millions  of  homes,  personal  computers,  whose  proto- 
type was  a  slot  machine  instead  of  Greek  drama,  are  mini- 
mizing abrasive  human  contact  even  better  than  TVs  and  CDs 
with  headphones  can. 

A  computer,  like  a  slot  machine,  gives  its  operator  the 
dignity,  one  might  almost  say  the  glamour,  of  actual  work 
to  do.  Bums  on  couches,  watching  TV  hour  after  hour,  are 
bums  even  to  themselves.  But  when  they  operate  a  computer, 
and  even  if  their  IQs  are  only  108,  say,  they  feel  like 
Albert  Einstein! 

Please  leave  me  alone.  Can  t  you  see  I'm  busy? 

Information  flies  around  the  world  a  lot  faster  than  it  ever 
has  before.  And  information  is  power!  Graphic  details  of  our 
president's  extramarital  sex  life  were  available  everywhere 
practically  before  he'd  zipped  his  trousers  up  again! 

Back  during  the  Carter  administration,  Iranians  took  a 
bunch  of  American  citizens  hostage.  I  asked  the  great  biog- 
rapher of  George  Washington,  James  Flexner,  what  the  Father 
of  our  Country  would  have  done  about  this  outrage.  Flexner 
thought  a  minute  and  then  said,  "He  wouldn't  have  heard 
about  it  yet."  ■ 


Kurt  Vonnegut  is  the  legendary  author  of  13  novels,  most  recently  Time- 
quake.  Before  becoming  a  writer,  he  worked  as  a  police  reporter  in 
Chicago  and  in  public  relations  for  General  Electric. 
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A  Fool's  Goal 


BY    NICHOLAS    LEMAN  N 


^member  TAKING  the  SAT?  Lodged  in  your  nervous 
mind,  rightly  or  wrongly,  was  the  idea  that  your 
socioeconomic  destiny  depended  on  how  well  you 
did  at  answering  multiple-choice  questions  in  rapid 
succession  for  three  hours  on  a  Saturday  morning. 
Perhaps  you  had  prepared  formally  in  school 
or  in  a  review  course.  Perhaps  you  took  similar  tests 
to  get  into  graduate  '       .        ■■  .»,;,    , 

school  or  boarding  school 
or  a  military  program. 
The  message  from  all 
such  experiences  is  what 
chivalry  was  to  medieval 
knights-errant,  what  luck 
and  pluck  were  to  the 
heroes  of  Horatio  Alger 
novels:  A  certain  quick- 
ness (or  is  it  facility? 
agility?)  is  what  really 
counts  in  America  today. 
It  used  to  be  that  the 
business  world  was  neu- 
tral, or  even  hostile, 
toward  this  quality.  Espe- 
cially at  big  corporations, 
quickness  marked  some- 
one as  peculiar,  high- 
strung,  and  unreliable. 
The  Educational  Testing 
Service,  maker  of  the  SAT 
aad  most  of  the  other 
standardized  tests  you've 
ever  taken,  tried  during 
the  1950s  to  market  its 
wares  to  big  business  for 
use  in  employment  and 
promotion  decisions.  They 
were  met  with  a  complete  lack  of  interest. 

But  now  the  situation  has  changed.  At  least  in  high  tech 
and  finance,  quick-wittedness  rules.  And  if  geekiness  is  its 
handmaiden,  well  then,  being  a  geek  has  gone  from  a  nega- 
tive to  a  positive  trait.  I've  seen  SAT  scores  listed  right  under 
date  of  birth  on  the  resumes  of  people  in  their  20s.  Some 
companies  such  as  Microsoft  or  the  "quant"  investment 
bank  D.  E.  Shaw  are  particularly  known  for  hiring  on  the 
basis  of  mind  speed  and  for  peppering  job  applicants  with 
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SAT-like  questions  in  interviews  to  bring  that  quality  into 
high  relief. 

This  is  not  a  state  of  affairs  that  would,  in  most  times  and 
places  in  history,  have  been  considered  normal  and  healthy. 
Even  the  originator  of  the  idea  of  an  intellectually  superior  elite, 
Plato,  wrote  in  The  Republic,  "Quick  intelligence,  memory, 
sagacity,  cleverness,  and  similar  qualities. ..do  not  often 

grow  together,"  by  way  of 
proposing  that  his  phi- 
losopher-kings possess  a 
diversity  of  virtues.  In 
America  during  the  sec- 
ond half  of  the  20th  cen- 
tury, the  first  quality  on 
Plato's  list  has  risen  in 
importance  to  the  point 
where  it  trumps  all  others. 
It  would  be  nice  to 
stop  here  and  conduct  a 
satisfying  session  of  hand- 
wringing.  But  there  isn't 
time.  The  news  from  the 
world  of  psychometrics, 
out  of  which  came  the 
SAT  and  all  those  other 
tests,  is  that  when  it  comes 
to  the  identification  and 
rewarding  of  mental 
quickness,  you  ain't  seen 
nothin'  yet. 

Beginning  with  Fran- 
cis Galton,  cousin  of 
Charles  Darwin  and  father 
of  differential  psychology, 
who  published  his  land- 
mark book  Hereditary 
Genius  in  1869,  most 
psychometricians  have  believed  that  basic  mental  ability  is 
a  single  genetically  inherited,  physical  property  of  the  brain. 
Their  eternal  problem  has  been  how  to  prove  that.  Even  if 
you  develop  tests  that  claim  to  measure  intelligence  scien- 
tifically, you  still  haven't  established  a  firm  link  between  the 
test  score  and  the  physiology  of  the  cranial  region. 

But  the  staple  of  intelligence  testing  (including  the  SAT) 
has  always  been  vocabulary  items  —  that's  why  memorizing 
lists  of  words  is  such  a  big  part  of  test  preparation.  >-285 
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From  neither  too  far  above  nor  too  far  below  can  we 
actually  see  what  we  have  become.  Nor  can  we  achieve  any 
serious  idea  of  what  it  seems  that  we  are  on  the  way  to  being. 
Getting  up  in  the  face  of  our  fate,  both  personal  and  col- 
lective, is  the  task,  and  it  allows  no  room  for  the  square, 
the  doofus,  the  lame,  or  the  corny.  Something  inventive  and 
soulful  is  called  for,  a  way  to  force  our  recognition  into  a 
clear  angle  on  the  shadow  and  the  act,  understanding  that 
the  darkness  of  the  shadow  has  always  been  the  threat  to 
man's  fate.  Whenever  we  stand  in  the  light,  the  darkness  walks 
behind  us  in  perfect,  imitative  rhythm.  Perhaps  our  cen- 
tury of  so  much  illumination  has  been  the  story  of  just  how 
often  our  shadow  has  caught  up  with  us,  moved  on  by  and 
taken  the  lead. 

In  our  perilous  time,  the  relationship  between  the  human 
being  and  what  the  human  being  makes  has  become  central 
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to.the  discussion.  In  our  past,  the  question  seemed  to  be  who 
was  putting  whom  in  which  place.  Were  those  people  at  our 
borders  about  to  get  us?  Did  we  stand  a  chance  against  those 
within  our  own  population  who  were  better  armed  and  bet- 
ter educated?  Might  we,  like  Philip  II  of  Macedonia,  be  done 
in  by  our  own  children?  In  short,  most  of  the  questions 
arrived  in  walking,  talking  packages  of  flesh,  blood,  and  bone. 
We  did  battle  with  one  another.  The  quality  of  the  earth,  the 
air,  the  mammals,  the  fish,  and  the  fowl  remained  stable. 

Goodbye  to  all  that.  Ours  is  an  age  of  contrapuntal  insta- 
bility. Looking  forward  in  time,  no  matter  what  we  rationally 
predict,  no  matter  how  clever  we  become,  regardless  of  how 
far  we  move  ourselves  beyond  the  superstitions  and  preju- 
dices of  our  traditional  —  and  provincial  —  conventions,  the 
shadowy  pied  piper  promises  to  work  his  act  backward. 

The  pied  piper  of  darkness,  the  shadow  side  of  our 


condition,  has  been  known  for  some  time.  Mary  Shelley  gave 
us  Frankenstein;  Fyodor  Dostoyevsky,  in  Notes  from  Under- 
ground, decried  the  possibility  of  a  society  of  potential 
automatons  and  declared  that  man  would  go  against  all  order 
and  even  against  his  own  interests,  if  only  to  exhibit  what- 
ever freedom  was  left  to  him.  In  the  19th-century  Negro 
American  folk  song,  John  Henry,  the  most  powerful  steel- 
driving  man,  wins  a  contest  against  automation  with  his 
mighty  hammer  but  dies  almost  immediately.  Charlie  Chap- 
lin gave  us  Modern  Times,  in  which  man  himself  must  resist 
the  hypnotic  rhythm  of  the  machinery  that  would  make  him 
no  more  than  part  of  it. 

By  the  time  of  the  Nazi  death  camps,  humanity,  machin- 
ery, and  barbarism  had  fused  into  the  most  horrifying 
metaphor  of  the  century.  Adolf  Hitler  was  the  pied  piper, 
calling  back  the  rats  of  tribalism.  >284 
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<  283  With  2001,  Arthur  C.  Clarke 
and  Stanley  Kubrick  returned  to 
Frankenstein  and  told  us  that  our  computers  might  one  day 
rebel  and  attempt  to  destroy  us.  The  maker  was  again  the  prey 
of  his  inventions.  The  fix  was  in. 

Such  warnings  have  created  an  odd  kind  of  conscious- 
ness. Now  that  the  world  has  changed  its  velocities  and  its 
sense  of  time  due  to  the  nature  of  our  machinery  and  our 
medical  triumphs,  it  sometimes  seems  as  though  events  move 
at  the  same  speed  as  the  earth  does  on  its  race  around  the 
sun.  So  much  comes  in  so  swiftly  that 
some  predict  we  will  be  overwhelmed 
as  these  fugues  upon  fugues  impose 
themselves  into  every  corner  of  our 
lives.  We  will,  they  say,  experience  an 
intimidating  dizziness  that  is  the  first 
symptom  of  dysfunction,  paranoia, 
and  retreat. 

Much  of  that  dizziness  is  already 
in  place.  It  comes  about  because  the 
political,  economic,  technological,  and 
emotional  complexity  required  to  per- 
ceive the  world  in  its  totality  is  epic. 
And  our  shadow  world  continues  to  try  to  lead  us.  The  pied 
piper  plays  his  tune. 

Our  predicament  overwhelms  those  given  to  facile  gloom. 
The  ratcheting  up  of  human  savvy,  human  invention,  human 
empathy,  and  human  negotiation  is  considered  impossible. 
The  counterpoint  of  contemporary  life  is  confounding.  We 
lack  the  epic  interior  space  necessary  to  handle  this  com- 
plicating swirl.  That  is  why  so  much  fanaticism  arrives  in 
so  many  places.  Erosion  of  confidence  and  an  ever  greater 
international  alienation  are  all  we  can  expect  of  the  future. 

Yet,  for  all  of  our  difficulties,  I  don't  think  that  we  need 
to  ring  the  bell  on  ourselves  and  let  the  shadows  have  their 
way.  For  all  that  we  might  say  about  how  much  nuance  is  lost 
in  favor  of  the  superficial  piling  up  of  exaggerated  tidbits  that 
we  get  from  the  mass  media,  that  same  media  has  been  intro- 
ducing human  beings  in  the  West  to  humanity  at  large  since 
the  beginning  of  the  last  century.  The  world  that  was  thought 
of  as  no  more  than  a  little  balloon  carried  in  ones  pocket  or 
purse  rapidly  became  an  enormous  dirigible  that  we  could 
be  both  awed  by  and  travel  in.  In  the  process,  exotic  places 
filled  with  exotic  people  came  into  human  perspective.  By 
the  time  the  United  Nations  opened  in  1945,  the  ideas  of  the 
Enlightenment  had  spread  into  global  political  discourse.  No 
one  again  would  have  the  nerve  —  regardless  of  his  or  her 
private  thoughts  —  to  say  that  some  countries  were  filled  with 
people  less  human  than  others.  This  international  recognition 
of  humanity  has  only  deepened,  and  because  of  its  deepen- 
ing we  find  ourselves  confounded  by  trying  to  put  an  inter- 
national sense  of  law  and  individual  rights  in  philosophical 
place,  primarily  because  customs  such  as  clitoridectomies  are 
as  inexcusably  barbaric  as  the  worst  of  Western  civilization. 

Due  to  the  brutal  history  of  colonial  dismissal  of  the  cul- 
tures of  subject  peoples,  we  are  sometimes  reluctant  to  express 
what  I  call  "evangelical  humanism."  We  must  not  be.  Here 


again,  there  is  another  side  to  our  technology.  The  movie  the- 
ater, the  television,  the  field  recording,  the  videocassette,  and 
now  the  Internet  have  put  us  into  a  position  from  which 
we  can  see  what  we  have  in  common  with  everyone  else. 
Never  before  has  there  been  such  a  sense  of  an  entire  world 
in  motion,  of  such  simultaneity,  of  these  enormous  fugues 
of  human  motion,  triumph,  and  heartbreak.  At  this  point, 
for  all  the  frustrations  and  terrors  that  lie  before  us,  it  is  still 
possible  for  us  to  edge  — inch  by  sometimes  bloodying 
inch  —  into  a  world  where  national,  racial,  sexual,  religious, 
and  cultural  barriers  might  well  start 
dissolving  under  the  rapid  exchange 
of  high-quality  information.  Evangel- 
ical humanism  is  now  mechanized, 
which  means  that  we  have  more  than 
a  little  chance  to  right  much  of  what 
will  be  trying  to  slide  back  into  an- 
other contrapuntal  set  of  wrongs. 

Here,  I  think,  we  should  consider 
the  possibilities  suggested  by  the  best 
aspects  of  how  the  United  States  has 
struggled  against  the  ongoing  return 
of  the  rats  from  the  shadow  world. 
The  deepest  identity  of  the  nation  arrives  as  a  result  of  fight- 
ing against  every  variation  of  xenophobia  and  addressing  the 
central  issue  of  civilization  under  capitalism,  which  is  bring- 
ing together  morality,  ethics,  and  the  profit  motive.  It  ain't 
been  easy.  In  this  country,  on  many  fronts,  we  have  battled 
to  expand  democracy  outward,  beyond  wealthy  white  men 
to  all  men,  beyond  men  to  women,  beyond  the  traditional  to 
the  unconventional,  and  all  the  way  out  to  the  environment 
itself.  We  have  also  worked  at  battling  our  stereotypes,  push- 
ing open  the  door  to  more  human  types,  rendering  these  dis- 
coveries with  craft  or  mediocrity  or  clumsiness.  We  now 
largely  appreciate  the  humanity  of  the  handicapped,  the 
deformed,  the  autistic,  and  the  similarly  afflicted.  That  is  one 
of  the  wonders  of  human  history,  and  it  is  almost  purely 
American.  More  often  than  not  today,  the  metaphorical 
frog  remains  a  frog  but  is  recognized  as  a  prince  of  spirit. 
Quasimodo  is  doing  all  right. 

This  is  grounds  for  more  than  a  little  hope  in  the  future. 
We  may  be  overrating  the  pied  piper.  Now  and  again  he  may 
persuade  us  to  follow  vermin  into  one  kind  of  a  black  hole 
or  another.  But  the  United  States,  again,  gives  a  powerful  indi- 
cation of  how  to  escape  that  trap.  This  nation,  deep  within 
the  philosophy  of  its  founding  documents,  began  with  what 
I  call  tragic  optimism  —  an  understanding  that  folly,  cor- 
ruption, mediocrity,  and  incompetence  are  ongoing  enemies 
of  democracy,  sporadically  appearing  in  one  party  or  another, 
one  person  or  another,  one  business  or  another,  one  region 
or  another.  These  troubles  are  built  into  the  species,  not  into 
any  political  or  economic  system.  The  Founding  Fathers,  for 
all  their  own  darknesses,  knew  that.  So,  too,  we  of  the  mod- 
ern world  must  be  able  to  face  the  nature  of  life  as  we  move 
to  better  the  expression  of  its  universal  access  to  grandeur — 
the  tough,  poetic  core  that  has  risen  from  the  shadowy 
slime  of  the  rat's  belly  again  and  again  and  that  has  descended 
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into  the  same  dark  slime  again  and  again. 

Fighting  ourselves  is  part  of  expanding  ourselves.  Every 
coin  has  two  sides,  and  what  the  Constitution  acknowledges 
is  that  humanity  is  destined  to  flip  and  flip  and  flip,  land- 
ing on  the  light  and  on  the  dark.  The  unpredictable  but  reg- 
ular arrival  of  the  pied  piper  guarantees  the  process.  We  must 
have  in  place  a  process  through  which  we  can  fight  abuses 
of  power  and  always  be  prepared  for  the  hard,  disillusioning 
labor  of  turning  over  the  coin.  This  unsentimental  sense  of 
human  behavior  is  what  we  Americans  must  regenerate  to 
make  it  clear  to  all  that  civilization  never  lives  happily  ever 
after.  It  maintains  a  running  battle  because  there  is  no  other 
wav  to  sustain  the  processes  that  instruct  us  in  humanity  and 
lift  us  up  from  our  core  identities  as  narcissistic  animals.  If 
our  world  is  capable  of  embracing  that  American  sense  of 
tragic  optimism,  we  will  gain  international  recognition  of 
just  how  much  troubling  disappointment  can  be  endured 
while  flipping  and  flipping  and  moving  up  the  slippery  ter- 
rain into  the  sunlight  as  the  shadows  forever  struggle  to  pull 
us  down  behind  them.  Time  is  on  our  side.  ■ 


Stanley  Crouch  worked  as  a  tazz  critic  and  writer  for  The  Village  Voice. 
His  recent  book.  Always  in  Pursuit:  Hri-sh  American  Perspectives,  1995- 
1997.  is  ii  collection  of  essays. 


[!  M  A  M  M  4281  Therefore,  intelligence  tests  have 
L  L  IVI  r\  ll  ll  always  been  open  to  the  accusation  that 
they're  measuring  something  learned,  not  something  coded 
onto  DNA  strands  and  manifested  in  the  human  body. 

Psychometricians  have  an  answer.  In  1904,  ( 'harles  Spear- 
man, a  British  psychologist  and  an  admirer  of  Galton, 
unveiled  the  hypothesis  that  the  similarity  in  a  person's  scores 
across  a  wide  variety  of  mental  tests  signifies  the  presence 
ot  "the  general  factor,"  or  g,  the  most  basic  and  important 
mental  ability.  Because  all  mental  tests,  no  matter  what  their 
specific  content,  revealed  g  to  some  degree,  it  was  unfair  to 
dismiss  tests  as  measuring  education  or  culture  rather  than 
an  innate  quality,  Spearman  argued. 

Still,  the  idea  of  g  has  never  been  sufficient  to  send  the 
critics  of  mental  testing  back  to  their  corner  in  defeat. 
Inescapably,  g  is  an  artificial  construct  built  out  of  test  results. 
Its  rootedness  in  brain  structure  is  only  assumed  by  psycho- 
metricians,  not  proven. 

In  the  1970s  Arthur  Jensen,  a  professor  at  the  University 
of  California  at  Berkeley  (now  professor  emeritus  of  educa- 
tional psychology)  who  is  probably  the  leading  traditional 
psychometrician  in  the  country,  began  developing  a  new  kind 
of  mental  test,  one  that  he  hoped  would  finally  and  indispu- 
tably reveal  "the  biological  substrate"  of  g.  Jensens  work  in  this 
area  proceeded  at  the  same  time  as  the  development  (right 
in  his  backyard,  so  to  speak)  of  the  personal  computer,  and  it 
was  based  on  an  implied  comparison  of  the  brain  to  a  PC. 
He  posited  mental  equivalents  of  random-access  memory, 
read-only  memory,  and  a  central  processing  unit  whose  job 
it  is  to  route  binary  bits  of  information  quickly  and  in  vol- 
ume. According  to  Jensen,  g  was  the  clock  speed  of  the  brains 
CPU  or,  to  put  it  physiologically,  "nerve  conduction  velocity." 
There  —  at  last!  —  was  an  irrefutable  scientific  fact  (probably 


based  on  "individual  differences  in  the  degree  of  myelation 
of  neurons  in  the  brain"),  not  a  score  on  a  manmade  test. 

To  derive  what  Jensen  called  the  information-processing 
speed  of  the  brain,  you  need  a  hand-sized  device,  known 
in  the  trade  as  "Jensen's  button  box,"  which  contains  a  black 
button  surrounded  by  a  semicircle  of  eight  white  buttons  6 
inches  away  from  it.  The  person  being  tested  sits  alone  in  a 
soundproof  room,  her  hand  on  the  button  box.  She  presses 
the  black  button  on  the  box  and  waits  for  a  beep.  Then,  after 
a  short  but  unpredictable  interval,  one  of  the  eight  white  but- 
tons lights  up.  As  soon  as  that  happens,  the  subject  takes  her 
finger  off  the  black  button  and  presses  whichever  of  the  white 
buttons  is  lit.  Through  a  series  of  these  exercises,  a  computer 
records,  in  milliseconds,  how  long  it  took  her  finger  to  leave 
the  black  button  (reaction  time)  and  how  long  to  press  the 
lighted  white  button  (movement  time).  After  a  quarter  cen- 
tury, Jensen  and  his  colleagues  developed  quite  a  few  simi- 
lar tests,  all  of  which  have  in  common  the  measurement  in 
milliseconds  of  how  quickly  a  subject  completes  "elementary 
cognitive  tasks." 

Needless  to  say,  Jensen  feels  that  these  measurements 
(especially  reaction  time,  or  RT)  are  catching  something 
very  close  to  pure  g,  and  that  infinitesimal  differences  in 
RT  reveal  significant  differences  in  intelligence.  From  the  psy- 
chometrician's  point  of  view,  the  button-box  tests  are  the 
Northwest  Passage  of  intelligence:  culture-free,  education- 
free,  uncoachable,  a  direct  dipstick  into  the  brain. 

If  past  experience  is  any  guide,  Jensens  experiments  could 
turn  out  to  be  of  more  than  purely  academic  interest.  Psy- 
chometrics  wants  to  be  an  applied  science  like  medicine.  Its 
premise  is  that  intelligence  is  the  essential  human  quality. 
People  who  are  more  intelligent  can  contribute  more  to  soci- 
ety, to  progress;  people  who  are  less  intelligent  are  at  best  less 
useful  and  productive  and  at  worst  positively  dangerous  — 
psychometricians  have  long  held  that  low  intelligence  cor- 
relates with  criminality.  Knowing  all  this,  why  would  you  not 
organize  society  around  g?  It  can  be  measured  accurately, 
even  in  childhood,  and  changes  very  little  after  the  age  of  10. 
Why  not  identify  the  most  intelligent  and  give  them  the  best 
education  and,  later,  the  most  important  jobs,  if  that  will 
result  in  a  more  productive  society?  The  whole  history  of 
mental  testing  in  America  is  one  of  psychometricians  lob- 
bying for  their  tests  to  be  administered  as  widely  and  con- 
sequentially as  possible  on  the  reasoning  implied  by  such 
questions.  And  the  lobbying  has  been  pretty  successful.  Why 
do  you  think  you  had  to  take  the  SAT? 

If  button-box  tests  do  what  IQ  tests  and  the  SATs  do  but 
even  better,  then  they  ought  to  be  given  instead.  Perhaps  in 
the  future,  our  world  of  three-hour  tests  full  of  vocabulary 
items  will  seem  as  poky  and  comfortable  as  life  in  the  19th 
century  does  to  us  today.  Want  to  get  your  children  into  Har- 
vard as  a  prelude  to  a  life  of  fame  and  fortune?  Then  take 
away  those  books  and  get  to  work  on  paring  a  few  millisec- 
onds off  their  reaction  time.  ■ 

f  •*  Nicholas  Lemann  is  a  national  correspondent  for  the  Atlantic  Monthly 
J^>?J  and  author  of  the  highly  acclaimed  book  The  Promised  Land.  He  is  work- 
'CJ    ing  on  a  hook  about  meritocracy  in  America. 
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Max  Aguilera-Hellweg 

28, 163  (1955- )  After 
apprenticing  with  Annie 
Leibovitz  at  Rolling  Stone 
magazine  in  the  1970s, 
Aguilera-Hellweg  embarked 
on  a  25- 
year 
career  as 
a  photo- 
journalist 
and  edi- 
torial portrait  photographer. 
Nine  years  ago,  while  photo- 
graphing brain  surgery, 
Aguilera-Hellweg  became 
fascinated  with  anatomy 
and  medicine.  The  result  is  a 
stunning  book  of  surgical 
photographs,  The  Sacred 

Heart:  An  Atlas  of 
the  Body  Seen 
through  Invasive 
Surgery.  This  fall, 
at  the  age  of  43,  he  entered 
the  School  of  Medicine  at 
Trinity  College,  Ireland. 

Tina  Barney  154  (7945  J 

Barney  was  a  conventional 
mother  of  two  when  she 
took  up  photography  in  the 
mid- 
1970s. 
Her 
subject 
matter 
was  the  very  ordinary 
tableaux  around  her:  kids, 
in-laws,  family  gatherings. 
As  she  traded  her  35mm  for 
large-format  cameras,  the 
unforgiving  detail  in  her 
homey  scenes  revealed  the 
unconventional  secrets  of 
American  domestic  life. 

Max  3eckmann  282 

(1884-1950)  During  the  First 
World  War,  Beckmann  nearly 
went 
mad 
after  he 
spent 
time  in 
the  trenches.  A  1937  exhibi- 
tion of  "degenerate  arf'or- 
ganized  by  the  Nazi  Party 
included  10  of  Beckmann's 
dark,  moody  paintings.  At 
about  the  same  time,  the 
artist  and  his  wife  left  Berlin 
for  10  years  of  self-exile  in 
Holland,  where  he  produced 
lilindman's  Buff,  one  of  nine 
triptychs  acclaimed  as  his 
most  important  work. 


Zadok  Ben-David  50 

(1949- )  Born  in  Yemen, 
raised  in  Israel,  and  a  resi- 


dent of  London  since  1975, 
Ben-David  is  interested  in 
territory  that  doesn't  exist 
anywhere  on  earth.  His  in- 
stallations combine  earthy 


politics,  history,  and 
personal  relationships, 
echoing  the  social  realism 
of  the  1940s. 

Marc  Burckhardt  37 

(1962-)"1  put  the  written 
vord  before  my 
■  own  work,"  Burck- 
hardt says.  "Book 
jacket  illustration 


Her  favorite  piece  of  equip- 
ment today  is  a  7-inch-by- 
1 7-inch  "banquet  camera" 
designed  to  capture  large- 
group  portraits.  Conner 
uses  it  to  make  long,  lean 
landscape  photographs. 

Joseph  Cornell  147 

(1903-1972)  Cornell's  art 
was  comprised,  quite  liter- 


1931,  was  filled  with  night- 
marish sym- 
bols, making  it 
extremely  con- 
troversial. The  painting  is 
valued  at  $2  million  today. 

D.A.ST.  Art  Team  121 

In  1995  a  trio  of  Greek 
artists  —  sculptor  Danae 
Stratou,  industrial  designer 


the  Artists 


figures  with  the  stiff-up- 
per-lip rigidity  of  19th- 
century  science. 

Wallace  Berman  213 

(1926-1976)  Berman's  work 
influenced  a  diverse  group 
of  artists,  writers,  and  film- 
makers. His  unbound  col- 
lections of  poetry,  prose, 
photography,  and  drawings, 
known  as  Semina,  were 
handprinted  and  distrib- 
uted randomly  to  friends 
through  the  mail  during  the 
late  '50s  and  early  '60s  and 
formed 
a  kind  of 
living 
docu- 
ment of 
the  Beat 
era.  The  works  presented  in 
this  issue  are  from  a  series  of 
verifax  —  an  early  photo- 
copy device  —  collages  that 
allowed  him  to  reproduce 
an  extensive  series  of  pieces 
based  on  a  single  visual 
theme  but  with  many 
variable  images. 

Roger  Brown  103 

(1941-1997)  One  of  a  loosely 
affiliated  group  of  artists 
known  as  the  Chicago 
Imagists,  Brown  produced 
paintings  with  a  naive, 
i  ltuitive  quality  that  belied 

I  his  formal  training 
at  the  Art  Institute 
of  Chicago  during 
the  1960s.  His 
paintings  were 
commentaries  on 


Finding  illustrations  that  deal  with  concepts  of  time  and 
space  has  been  a  monumental  effort.  For  the  Third  Annual 
"Big  Issue"  under  the  art  direction  of  Tony  Lane,  we  have 
done  what  few  other  modern  magazines  have  attempted - 
used  fine  art  almost  exclusively  to  illustrate  editorial  essays. 


is  the  perfect  market  for  me: 
I  love  to  do  art  in  response  to 
art."  Burckhardt 's  degree  in 
art  history  from  Baylor  gave 
him  access  to  two  millennia 
of  styles  for  the  more  than 
400  book  jackets  he's  pro- 
duced. For  Daniel  Pink- 
water's  The  Afterlife  Diet,  for 
example,  he  made  a  Renais- 
sance-style painting  of  a 
heavenly  hot  dog. 

Seymour  Chwast  195 

(1931- )  Chwast  is  a  founding 
member  of  Pushpin,  the 
world-famous  design  studio 
in  New  York  City.  One  of 
the  world's  finest  illustra- 
tors, his  work  is 
in  the  collec- 
tions of  The 
Museum  of  Modern  Art  and 
the  Gutenberg  Museum. 

Lois  Conner  160  (1951-) 

Conner  was  born  on  Long 
Island, 
New 
York. 

She  studied  painting  and  art 
history  at  the  University  of 
I  Vlaware  before  pursuing  a 
degree  in  photography  at 
the  Pratt  Institute  in  1973. 


ally,  of  "stuff?'  For  43  years 
he  lived  in  a  Flushing,  New 
York,  home 
crammed 
with  objects: 
old  photos, 
reels  of  film,  books,  bottles, 
news  clippings,  and  boxes. 
He  used  these  boxes  like 
frames  to  compose  orderly 
visual  assemblages  reminis- 
cent of  pages  in  a  book. 

Salvador  Dali  49, 276 

(1904-1989)  His  birthplace, 
the  tiny  town  of  Figueras, 
Spain, 
is  a  fre- 
quent, 
senti- 
mental 
element  in  Dali's  "hand- 
painted  dream  photo- 
graphs," as  he  called  his 
canvases.  He  enjoyed  early 
notoriety  as  a  student  in 
Madrid  and  had  his  first 
one-man  show  in  1925.  In 
1929  he  joined  the  Paris  sur- 
realists led  by  Andre  Breton, 
who  commented  that  Dali's 
work  best  "incarnated  'die 
surrealist  spirit."  His  best- 
known  work,  The  Persis- 
ted e  oj  Memory,  finished  in 


Alexandra  Stratou,  and 
architect  Stella  Constanti- 
nides — embarked  on  a  2 1  - 
month  process  to  create  a 
1 00,000-square-meter  land 
sculpture  in  the  Egyptian 

■  desert.  The 
minimalistic 
marvel  of 
sand  and 
water,  called  Desert  Breath, 
is  a  spiral  composition  of 
conical  formations.  It  was 
formed  in  the  highest  wind 
zone  of  the  world.  The 
work's  disintegration  by 
weather  and  time  is  as  much 
a  part  of  the  project  as  was 
its  creation. 

Jay  DeFeo  87  (1929-1989) 

DeFeo  was  part  of  a  legen- 
dary group  of  San  Francisco- 
based  writers  and  poets  of 
the  '50s  and  early  '60s.  In 
1 959  she  was  included  in  the 
seminal  show 
Sixteen 
Americans  at 
The  Museum 
of  Modern 
Art  in  New 
York.  Her  most  famous 
painting,  The  Rose,  was  a 
monumental  effort  of  paint 
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and  sculpture,  created  over 
a  five-vear  period  between 
1959  and  1964.  The  work 
went  through  countless  revi- 
sions and  literally  thousands 
of  dollars  of  paint,  Spackle, 
plaster,  and  other  com- 
pounds. The  final  painting 
measured  7.5  feet  by  1 1  feet 
and  weighed  just  over  a  ton. 

Leonardo  Drew  217 

( 1961- )  Growing  up  in  a 
housing  project  in  Bridge- 
port, Connecticut,  didn't 
dissuade  Drew 
from  pursuing 
his  dream;  he 
began  drawing 
as  a  child  and  first  exhibited 
his  work  at  age  13.  He  stud- 
ied at  Parsons  School  of 


remembers  his  first 
encounter  with  the  photo- 
graphic process  as  magical: 
"Some- 
body 
showed 
me  a 

piece  of  blank  paper  going 
in  water  and  an  image  com- 
ing out.  That's  so  seductive 
that  there's  no  way  you  can't 
be  interested  in  it."  He  began 
taking  pictures  in  1948  as  a 
commercial  photographer 
before  showing  in  a  break- 
through exhibit  at  The 
Museum  of  Modern  Art 
in  New  York  in  1967. 

Jorg  Immendorff  46 

(1945- )  This  committed 
iconoclast's  first  exhibition 


Texas,  promising  himself 
he'd  spend  as  much  time 
as  possible  in  the  world's 
wild  places.  In  1968  he  took 
a  job  as  a  ranger  in  Denali 
National  Park  &  Preserve 
in  Alaska  and  took  his  first 
tentative  shots.  By  1977  he 
decided  to  become  a  wildlife 
photog- 
rapher full- 
time.  His 
work  has 
appeared  in  Audubon,  Na- 
tional Geographic,  and  the 
New  York  Times. 

John  Keane  222  (i  954- ) 

< Conflict  in  Northern  Ire- 
land. War  in  the  Persian 
( jult.  Miners  on  strike.  Such 
visions  of  grit  and  tension 


Combing  through  stacks  of  art  magazines,  books,  and  catalogs, 
representing  more  than  a  century  of  art  history,  Lane  and  his 
team  have  organized  a  stunning  presentation.  From  the  naive  art 
of  Sister  Gertrude  Morgan  to  the  mastery  of  Robert  Rauschenberg, 
this  issue  of  Forbes  ASAP  is  one  of  our  proudest  achievements. 


Design  and  the  Cooper 

Union,  concentrating  on 
figurative  painting  before 
turning  to  abstract  sculp- 
ture in  1986.  His  break- 
through work,  Number  8, 
used  skeins  ot  rope  woven 
with  animal  skulls,  wood, 
and  rags  and  was  "like  a 
macrame  gone  mad." 

M.  C  Escher  93  (1898-1972) 
Maunts  Cornells  Escher's 
birth  into  a  middle-class 
Dutch  family  was  no  indica- 
tion of  his  future  as  the 

godfather  of  mys- 
tical, mathemati- 
cal art.  In  1919  he 
was  destined  for 
a  career  in  archi- 
tecture, but  he 
tailed  nearly  all  of  his  final 
exams,  including  one  in 
bookkeeping.  An  adept 
draftsman  and  printer,  he 
began  exhibiting  in  Italy  in 
1923  and  became  famous 
for  his  tessellated  images, 
I  which  tease  the  eye  with 
puzzling  split  planes  and 
;  interlinked  patterns. 

Lee  Friedlander  171 

I  (1934- )  Friedlander 


was  at  the  New  Orleans  Jazz 
Club  in  Bonn,  ( icrmany,  in 
1961.  Immendorff  began  a 
teach- 
ing ca- 
reer in 
1971 

and  has  created  sculptures 
for  the  city  of  Hamburg,  as 
well  as  stage  designs  and 
costumes  for  operas.  The 
Rake's  Progress  was  shown  at 
the  Michael  Werner  C  iallery 
in  New  York  in  1996- 1997. 

Jasper  Johns  200  (1930  j 
Georgia-born  Johns  spent 
his  first  six  years  in  Manhat- 
tan washing  windows  before 
breaking  into  the  public  eye 
with  a  show  at  the  Leo 
Castelli  Gallery.  During  the 
1950s  and  '60s,  Johns  con- 
centrated on  a 
few  emblems 
(the  American 
flag,  targets,  nu- 
merals), inter- 
preting them  in  dozens 
of  variations. 


1950s  and' 


Johnny  Johnson  109 

(1947- )  Johnson  spent  his 
childhood  "tramping 
around"  the  hill  country  of 


march  across  Keane's  can- 
vases. Much  like  a  war 
correspondent,  Keane's  de- 
sire to  live  the  themes  in  his 
paintings  has  taken  him  to 
Nicaragua  (as  a  guest  of  the 
Sandinista  arts  u  nineil), 
Saudi  Arabia,  and  the  big- 
city  streets  of  his  native 

Britain,  where 
he  gathers 
scraps  of  news- 
paper, political 
leaflets,  and  other  detritus 
for  his  frenetic  collage 
paintings. 

Anselm  Kiefer  151 

(1945- )  The  less  you  know 
about  him  the  better,  says 
Anselm  Kiefer.  He  believes 
successful  art  should  tell 
one's  story  without  addi- 
tional explanation.  Kiefer 
spent  three  years  studying 
law  in  his  native  Germany 
before  attending  art  acade- 
mies in  Freiburg,  Karlsruhe, 
and  Dusseldorf;  he  later 

studied 
with 
Joseph 
Beuys.  His  huge  paintings 
use  the  same  palette  as 
Beuys's  —  the  colors  of  tar, 


rusted  iron,  and  lead.  Dark 
and  disturbing,  Kiefer's 
work  is  as  shrouded  as 
his  past. 

Vance  Kirkland  40 

(1904-1981)  At  the  beginning 
of  his  career  in  the  1930s, 
Kirkland  favored  run-of- 
the-mill  watercolor  land- 
scapes in  keeping  with  his 
Midwestern  roots.  By  the 
late  1940s,  his  images  of 
rocks  and  gnarled  trees  be- 
gan to  bend  and  twist  as  if 
in  an  acid-induced  dream. 
By  1960  Kirk- 
and's  paintings 
had  become 
explosive  ab- 
stract ions.  Just  a  few  years 
later,  he  produced  a  series  of 
mannered  geometric  fan- 
tasies—  an  amazing  trajec- 
tory for  a  modest  man  who 
spent  most  ot  his  lifetime 
living  quietly  in  Denver.  His 
work  is  preserved  in  Den- 
ver's Vance  Kirkland  Foun- 
dation and  Museum. 

Tony  Lane  76,140 

(1944- )  This  year  Lane, 
ASAP's  art  director,  won  the 
presti- 
gious 
Gold 
Medal 

in  editorial  illustration  from 
tin  Society  of  Illustrators  for 
his  painting  of  an  elephant, 
which  was  paired  with 
( let  >rgc  ( iilder  s  essay  in  the 
1 996  "Big  Issue."  'Ibny  holds 
a  number  of  other  awards, 
in  a  variety  of  artistic  disci- 
plines, including  a  Gold 
Medal  from  The  Industrial 
Designers  Society  of 


America  for  the  package  de- 
sign of  I.aCroix  sparkling 
water,  and  a  Grammy  for  the 
album  cover  of  Carly  Simon's 
The  Boys  in  the  Trees.  A 
poster  version  of  his  album 
cover  for  the  rock  group 
Toto  is  in  the  permanent 
collection  of  The  Museum 
of  Modern  Art  in  New  York. 

David  Levinthal  281 

(1949- )  A  San  Francisco 
native,  Levinthal  produced 
Hitler  Moves  East:  A  Graphic 


Chronicle,  1941- 1943,  with 
Garry  Trudeau  of  Doones- 
bury  fame  in 
1977.  The 
pseudodocu- 
mentarybook 
is  an  absurd 
photographic  cartoon  trac- 
ing the  German  dictator's 
invasion  of  the  Soviet  Union. 
Levinthal's  photos  of  toy  fig- 
ures posing  as  Wild  West 
heroes  or  bathing  beauties 
literally  blurred  the  line  be- 
tween reality  and  perception. 
His  work  is  in  the  collections 
of  The  Museum  of  Modern 
Art  in  New  York  and  the 
National  Museum  of  Amer- 
ican Art. 

Fang  Lijun  207  (1963- ) 

Born  in  China,  35-year-old 
Fang  Lijun  is  considered 
one  of  the  most  important 
representatives 
of  the  post- 
1989  (Tianan- 
men Square 
massacre)  new 
wave  art  in  China.  Combin- 
ing the  "emotional  ennui 
and  rogue  humor"  that  per- 
meated Chinese  society  in 
the  early  1990s,  Fang's  work 
was  clubbed  "cynical  real- 
ism" by  one  critic.  Fang  grew 
up  in  a  middle-class  family 
targeted  by  the  Cultural 
Revolution  for  being  "rich 
peasants."  His  parents  pro- 
tected him  by  keeping  him 
inside  the  house,  bringing  in 
tutors  to  teach  him  painting. 
He  participated  in  the  '89 
student  uprising  at  Tianan- 
men Square,  which  he  says 
taught  him  the  "darker 
truths  about  power  in 
China."  Since  1 992  he  has 
been  participating  in  major 
art  exhibitions  abroad. 

0.  Winston  Link  260 

(1914- )  In  the  late  1950s, 
industrial  photographer 
O.  Winston  Link  knew  the 
reign 
of  the 
steam 
engine 
was 

coming  to  an  end.  Deter- 
mined to  document  the  iron 
beasts,  he  staged  their  por- 
traits with  a  reverence  re- 
served for  Hollywood  stars. 
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He  shot  mostly  at  night, 
setting  up  dozens  of  flash- 
bulbs around  the  trains  and 
tracks  of  the  Norfolk  & 
Western  Railway,  then  shoot- 
ing the  scene  with  a  large- 
format  camera.  The  old 
trains,  the  camera,  even 
many  of  his  starkly  beautiful 
black-and-white  prints  are 
gone  now;  in  1995,  Link's 
ex-wife  was  indicted  in  the 
disappearance  of  more  than 
a  thousand  of  his  prints, 
valued  at  $1  million. 


(1898-1967)^ 

3 


Rene  Magritte  100 

(1898-1967)  Magritte 
became 
acquainted 
with  the  work 
of  painter 
Georgio  de 
Chirico  in  1922  after  study- 
ing at  the  Brussels  Academy 
of  Fine  Arts.  He  was  imme- 
diately drawn  to  surrealism 
and  became  associated  with 
the  surrealists  during  the 
three  years  he  spent  in  Paris 
beginning  in  1927.  Afterward 
he  returned  to  his  home  in 
Belgium  to  paint.  In  1996 
La  grande  famille  was  sold 
for  $5.9  million. 


I 


Jim  McWilliams  149, 208 

(1937- )  McWilliams  is  a  key 
participant  at  the 
New  York  Avant 
Garde  Festival  as 
well  as  the  designer  of  the 
event's  collectible  posters. 
He  produces  prints,  sculp- 
tures, mixed-media  assem- 
blage and  per- 
formance art 
44$     pieces  and  has 
taught  a  range 
of  disciplines  at 
the  Philadelphia  College  of 
Art,  The  Cooper  Union,  and 
the  Hartford  Art  School. 

Paul  Mogensen  43  f mi -) 

Born  in  Los  Angeles's  China- 
town, Mogensen  attended 

-^^f     the  University  of 
|[  1  J<  nCalifor- 

pTTjl  nia  and  later  Yale. 

JHL      But  L.A.'s  influ- 
ence — its  cars  and  movies, 
billboards  and  light  —  stayed 
with  him.  While  formalists 

ometry  underpins  his 
v .  irk,  he  contends  that  his 
mosl  important  inspirations 


come  from  Native  American 
and  1 3th-century  medieval 
European  art. 

Sister  Gertrude  Morgan 

268  (1900-1980)  She  never 
thought  of  herself  as  an 
artist  but  as  a"Bride  of 
Christ."  Sister  Gertrude 


Morgan  dressed  herself  in 
baptismal  white,  turned  her 
New  Orleans  home  into  a 
temple  of  pure- white  fur- 
nishings, and  walked  miles 
of  Louisiana  roads  to  spread 
the  gospel.  To  attract  listen- 
ers, she  chalked  visions  of 
paradise  and  the  Second 
Coming  on  footpaths  and 
sidewalks  —  bright  illustra- 
tions for  sermons  fueled  by 
an  evangelical  fever. 

August  Mosca  58 

(1909- )  Mosca  was  born  in 
Italy,  schooled  at  Yale  Uni- 
versity, and  trained  at  the 
famed  Art  Students  League 
in  1931 
before 
becom- 
ing a 

protege  of  Joseph  Stella.  As 
did  Stella,  Mosca  found  the 
sweeping  lines  and  stalwart 
girders  of  New  York  City's 
architecture  endlessly  fasci- 
nating. He  has  chronicled  its 
bridges  and  subways  in 
silverpoint  drawings  and 
lithographs  that  have  won 
numerous  awards. 

Grandma  Moses  116 

(1860-1961)  "I  daubed  it  all 
on  with  the  brush  I  painted 
the  floor  with ...  That  was  my 
first  large  picture."  For  her 
first  58 
years,  the 
only  work 
Anna  Mary 
Robertson  Moses  knew  was 
the  rigors  of  farm  life:  She 
milked  cows,  sold  butter, 
and  buried  5  other  10  chil- 
dren. She  began  painting 
landscapes  and  nostalgic 
scenes  after  her  husband's 
death  in  1927.  More  than  10 
years  later,  she  was  the  talk 
of  New  York  galleries.  The 
value  of  her  work  escalated, 
but  she  hated  to  accept 


money  above  her  original 
asking  price  or  to  accept  pay- 
ment in  advance,"as  it  puts 
me  under  obligation." 


NASA  /Space  Shuttle 
Endeavour 110 

The  space  shuttle  took 
off  from  Johnson  Space 
Center  on  April  9, 1994, 
and  returned  1 1  days  later. 
Endeavour  astronaut  Jay 
Apt  describes  the  scene: 
"Endeavour  was  between 
Tasmania  and  Antarctica 
when  we  flew  through  this 
auroral  substorm.  The 
moon  just  past  new,  and 
the  light 
from  the 


aurora  was 
brighter 
than  the  moonlight  as  it  lit 
up  our  cargo  bay."  During 
shuttle  flights,  35mm  cam- 
eras are  routinely  available 
to  the  astronauts  for  picture 
taking  of  personal  and 
scientific  interest. 

Paul  Noble  233  (1963  -) 

Noble's  fertile  mind  creates 
board  games  of  life-on-the- 
dole.  For  his  imaginary 
town,  Nobson  Newtown, 
he  first  constructed  an  ar- 
chitectural font,  then  used  it 
to"build"  shop- 
ping malls  and 
slums  in  detailed 
pencil  drawings. 
He  grew  up  in  Northumber- 
land, England. 

NamJunePaik55,89 

(1932-  )The"GeorgeWash- 
^g>        ington  of  video" 
j^L      and  the  man  who 
Wj*    coined  the  term 
l*»      "electronic  super- 
highway" in  1974  was  born 
in  Korea  to  a  family  that  was 
influential  in  business  and 
politics.  Proclaiming  him- 
self too  honest  to  join  the 
family  trade,  Paik  studied 
piano,  and  in  the  1960s  be- 
gan a  long  association  with 
the  New  York  performance 
artists  I'luxus  (one  of  his 
earliest  works 
was  TV  Bra, 
which  he  called 
"boob  tube"). !  lis  installa- 
tions ot  TV  sets  and  robots 
are  portents  of  lite  in  the 
next  century 


Pablo  Picasso  175 

(1881-1973)  A  documentary 
on  the  famous  artist  claimed 
that  since  1970,  sales  of  Pi- 
casso's work  have 
totalled  $1.5  bil- 
lion, making 
him  "the  richest 
communist  in 
the  world."  He 
lived  the  quintessen- 
tial chronology  of  an  artist: 
beginning  as  a  penniless 
hopeful  gathering  junk 
along  the  Seine  to  fashion 
into  sculpture;  struggling 
through  a  Blue  Period 
(1901-1904)  and  then  a 
Rose  Period  (1905-1906); 
and  ripping  perspective  to 
bits  in  his  Cubist  paintings 
beginning  in  1909.  By  the 
end  of  his  life,  he'd  tried  his 
hand  at  sculpture,  prints, 
ceramics,  and  drawings. 

Robert  Rauschenberg 

cover,  21, 69, 133, 193, 253 

(1925- )  As  a  child  in  Port 
Arthur,  Texas, 
Rauschenberg 
had  a  pet  goat 
that  he  adored. 
The  goat  met  its 
end  at  the  hands 
of  the  artist's  father,  leaving 
young  Rauschenberg  bereft. 
In  1959  he  created  Mono- 
gram, which  became  his 
best-known  work;  it  fea- 
tured a  stuffed  goat.  A 

master  of  found- 
object  art, 
Rauschenberg 
was  much  influ- 
enced by  Dada 
and  Duchamp,  but  his  drip 
paintings  and  assemblages 
have  a  WASPish  organiza- 
tion that  is  as  American  as  a 
four-lane  highway.  A  retro- 
spective of  his  work  traveled 
throughout  the  United 
States  this  year. 

Alexis  Rockman  157, 166 

(1962- )  Just  what  you'd  ex- 
^a  pectof 
a  native 
New 
Yorker: 
an  eye 

that  sees  inspiration  in  rot- 
ting garbage,  Styrofoam 
cups,  vermin, and  decay. 
Rockman  has  experimented 
with  collage,  acrylic  resin, 


and  taxidermy  to  produce 
painted  dioramas  of  odd. 


messy  encounters  between 
humans  and  nature.  His 
work  has  the  appeal  of  a 
midtown  traffic  accident  — 
too  disturbing  to  look  at, 
too  riveting  to  ignore. 

Nicholas  Roerich  96 

(1874-1947)  An  energetic 

Renais- 


man, 
Russian- 
born 

Roerich  was  an  archaeolo- 
gist, explorer,  and  mystical 
philosopher  as  well  as  a 
landscape  painter.  He  creat- 
ed sets  and  costumes  for 
Diaghilev's  Ballets  Russes, 
launched  a  three-year, 
16,000-mile  expedition  in 
Central  Asia  in  1925,  and 
directed  a  Himalayan  re- 
search station  while  painting 
views  of  surrounding 
mountains.  Museums  in 
his  memory  are  in  New 
York  and  Moscow,  among 
other  places. 

Edward  Ruscha  219 

(1937- )  Ruscha,  originally 
from  the  Midwest,  now 
resides  in  Hollywood. 
A  Pop  artist  enamored  of 
the  art  of  Jasper  Johns  and 
Robert  Rauschenberg, 
Ruscha  includes  words  and 
numbers  in  his  large  prints. 
He  is  especially 
fond  of  the  color 
of  foods;  he  has 
made  inks  from 
caviar,jam,and 
chocolate.  His 
books  include  Some  Los  An- 
geles Apartments  and  Grand 
Street  56:  Dreams. 

Mario  Ruspoli  177 

(1925- 1986)  In  1981  Ruspoli 
was  commissioned  by  the 
French  Ministry  of  Culture 
to  film  and  photograph  the 
rich  prehistoric  paintings 
of  the  caves  of  Lascaux  in 
southwestern  France.  The 
three-year, 
seven-man  pro- 
ject resulted  in 
the  documen- 
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1999     FORBES 


ONFERENCES 

Each  Forbes  conference  shares  the  same  mission  as  FoRBts  Magazine:  to  provide  the  most  thought-provoking  business 
editorial  in  the  marketplace  -  boldly  reviewing  management  performance  and  challenging  conventional  wisdom.  The 
only  difference  is  Forbes  conferences  bring  executives  face  to  face  in  an  atmosphere  of  candid,  interactive,  even  con- 
troversial discussion.  All  events  are  by  invitation-only. 


The  Ninth  Annual  Forbes  Forum  on  Management  and  Policy 

February  18-20, 1999 
Four  Seasons  Resort  Aviora  - 
Carlsbad,  California 

The  Forbes  Presidents  Forum  for  Emerging 
and  Middle-Market  Companies 

April  14-16, 1999 

Rifz-Carlton  Chicago  -  Chicago,  Illinois 

The  Fourth  Annual  Forbes  CFO  Forum 

May  5-7, 1999 
Charleston  Place  - 
Charleston,  South  Carolina 


The  Fifth  Annual  Forbes  CEO  Forum 

June  23-25, 1999 
Ritz-Carlton,  Buckhead  - 
Atlanta,  Georgia 

The  FoRBES/GartnerGroup  CIO  Congress 

July  12-14, 1999 

Four  Seasons  Resort  Aviara  - 

Carlsbad,  California 

The  1999  Gilder /Forbes  Telecosm  Conference 

September  27-29, 1999 
Resort  at  Squaw  Creek  - 
Lake  Tahoe,  California 


For  more  information: 

E-mail:  conferences@forbes.com  Phone:  212-499-3521  Internet:  www.forbes.com/conf 

Limited  sponsorship  opportunities  are  available.  E-mail  sponsorship  inquiries  to  rjohnson@forbes.com 


Fbrbes 

MANAGEMENT  CONFERENCE  GROUP 


tary  Corpus  Lascaux.  The 
famed  filmmaker  was 
among  the  last  people 
allowed  inside  the  caves. 

Kenny  Scharf  274  (1958- ) 

Born  in  Hollywood,  raised 
in  Sherman 
Oaks, 
weaned  on 
the  Flint- 
stones  and 
thejetsons,  Scharf  is  a  true 
child  of  fantasy-soaked  Cal- 
ifornia. Dr.  Seuss,  he  says, 
sparked  "my  surrealistic 
imagination,"  and  propelled 
him  to  the  School  of  Visual 
Arts  in  New  York.  He  be- 
came a  darling  of  the  Club 
57  scene  and  exhibited  at  the 
Tony  Shafrazi  Gallery 
in  1982,  where,  with  Keith 
Haring  and  Jean-Michel 
Basquiat,  he  was  part  of  a 
"rat  pack"  of  stylish  1980s 
pop  artists.  Lately,  he  also 
decorates  guests'  faces  at  his 
daughter's  birthday  parties. 

Ben  Shahn  263 

(1898-1969)  Lithuanian- 
_  «•■     born  Shahn 
tfifl^^    achieved  recog- 

^1  ii  1932 

M^^ral    for  his  mural  ol 
£         "   the  trial  of  an- 
archists Sacco  and  Vanzetti. 
His  paintings  helped  define 
the  social  realist  movement, 
which  focused  on  the  social 
and  political  themes  of  the 
1930s  and  '40s.  He  com- 
pleted three  of  his  best- 
known  works  in  1 939: 
Seurat's  Lunch,  Handball, 
and  Vacant  Lot. 

Cindy  Sherman  91 

(1954- )  Who  is  Cindy  Sher- 
man, anyway?  Since  1977, 
the 
artist 
has 

photo- 
graphed 
herself  as  hundreds  of  other 
characters.  She's  posed  as  a 
film  noir  starlet  in  her  Film 
Stills  series,  as  a  faux  fashion 
model,  and  as  the  subject 
of  photos  that  imitate  Euro- 
pean portraits  in  the  styles 
of  the  15th  through  19th 
centuries.  The  enigmatic- 
Sherman  insists  these  are 
not  self-portraits."!  am  try 


ing  to  make  other  people 
recognize  something  of 
themselves  rather  than  me," 
she  says. 

Kiki  Smith  16S  (1954  -) 

Smith,  self-taught,  worked 
as  an  assistant  in  her  father's 
studio  in  the  1970s.  She  also 
worked  as  an  electrical  con- 
tractor and  industrial  baker 
before  exhibiting  her  draw- 
ings, sculptures,  and  photo- 
graphs in  1982Jersey  Crows 
was  inspired  by  a  newspaper 
»•  account  of  a 

...  _-_-  flock  of  crows 
»r    JL  -    falling  dead 
i     _  from  the  sky 

after  flying  through  indus- 
trial smokestack  fumes. 

Sandy  Skoglund  266 

(1946- )  From  her  first  job 
painting  babies'  faces  in 
frosting  for  a  cake  factory,  to 
internationally  recognized 
installation  artist,  sculptor 
and  photographer  Sandy 
Skoglund's  creations  can 
arguably  be  regarded  as 
some  of  the  most  visually 
recognizable  of  our  time. 
Her  subjects,  surrounded  by 
roomfuls  of  floating  gold- 
fish, Revenge  of  the  Goldfish 
( 1 98 1 ) ,  bright  red  foxes,  Fox 
Games  ( 1989),  or  fluorescent 
green  cats,  Radioactive 
Cats 
(1980), 
can  be 
seen  on 
post- 
cards, T-shirts,  and  posters 
throughout  the  world.  She 
teaches  photography  and  in- 
stallation/multimedia at 
Rutgers  University. 

Frank  Stella  225  (1936- j 

To  Stella,  master  of  mini- 
malism, art  should  represent 
nothing  but  itself.  In  the 
1960s  his  paintings  were 
characterized  by  hard-edged, 
geometric  designs  of  color 
fixed  to  the  shape  of  the 
canvas.  Since  the  late  1970s 
Stella's  paintings 
and  sculptures 
haw  taken  on 
a  mixed-media 
form.  No  longer 
confined  to  one-dimensional 
planes,  his  art  stretches  with 
vibrant  color  and  texture. 


George  looker  82 

(1920-  J  Tooker  studied 
painting  at  the  Art  Students 
League  in  New  York  City 
and  soon  developed  his  own 

CI  painstak- 
I  ing  style, 
I  working 
I  inthede- 
|  manding 
medium  of  egg  tempera.  He 
produces  only  one  to  three 
pictures  a  year  but  does  not 
date  them  since  his  style  has 
changed  little  over  the  years. 
His  best-known  works  com- 
bine social  commentary  and 
a  strong  point  of  view. 

Andy  Warhol  61, 106 

(1928-1987)  The  King  of 
Pop  reigned  during  the 
1960s,  the  perfect  child  of 
the  consumer  age.  Camp- 
g^     j.  bell's  soup  cans, 
«|»p«*   Coca-Cola  cans, 
%^;5  and  dollar  bills 
achieved  iconic 
status  in  his  giant  prints  and 
paintings,  just  as  the  artist 
built  bis 
own  image 
into  an 
icon  of  the 
times.  The  Andy  Warhol 
Museum  houses  his  work, 
which  remains  some  of 
the  most  valuable  art  of 
the  century. 

Robert  Williams  112 

(1943- )"  Explosive"  and 
"outrageous"  best  describe 
Williams's  work.  Born  in 
Albuquerque,  New  N  lexico, 
his  iconographic  pop  art 
comments  on  gender  roles, 
technology,  and  science. 
His  satire  is  sometimes  re- 
flected in 
the  titles  of 
his  work. 
S^TWm   Here  is  a 
sample: "In  the  Beginning 
of  This  Six  Thousandth 
Year  of  Recorded  History, 
We  are  Obliged  to  The 
Dictates  ot  A  Computeroc- 
racy  That  Will  Intrude 
Into  Our  Everyday  Private 
Sanctum  From  Oui  Cells 
To  Our  Soul  And  leave 
l's  rhe  Stylish  Prey  in  The 
Modem  [ungleOfa 
Technocreataceous.  Pool- 
room Title:  Will  tin- Last 
Guv  Leaving  the  20th 


Century  Please  Put  the 
Toilet  Seat  Down?" 

Donald  Roller  Wilson 

229  f2938ijWilson's finely 
wrought,  surrealistic  paint- 
ings feature  an  unusual  cast 
of  anthropomorphized 
animal  characters,  including 
Cookie  the  baby  orangutan, 
and  Miss  Dog  America, 
Naughty  Betty,  as  well  as 
numerous  flying  pickles, 
sweating 
asparagus, 
and  crushed 
cigarette 
butts.  The 
comedian 
Robin  Williams  describes 
Wilson  as"Hieronymous 
Bosch  meets  R  T.  Barnum, 
Faulkner  meets  Dr.  Seuss, 
Leakey  meets  Freud." 

Nancy  Wolf  272  (1942- ) 

After  graduating  from  the 
Rhode  Island  School  of 
Design  in  1964,  Wolf  moved 
into  a  printmaking  studio 
above  an  architect's  office, 
borrowing  architectural 
magazines  for  inspiration. 
In  her  precise  pencil  draw- 
ings, office  towers  lean  at 
threatening 
angles,  people 
squirm  in  the 
vast  arena  of 
empty  plazas, 
humanity  dis- 
appears in  the  distance. 

Victor  Mario  Zaballa  279 

(J954-J  When  Zaballa 
attires  himself  as  a  pre- 
Columbian  shaman  for  a 
performance,  it's  hard  to 
imagine  him  as  a  man  who 
graduated  in  1974  from 
the  Instituto  Politecnico 
Nacional  in  Mexico  City 
with  a  degree  in  physics 
and  mathematics.  Since 
1979,  Zaballa  has  lectured 
on  the  art 
and  history 
of  Mexico 
and  Latin 
America 
and  created 
installations,  performances, 
and  visual  theater  for  the 
Exploratorium  in  San  Fran- 
^  isco  and  the  Theater  of  the 
New  City  in  New  York, 
among  others. 


DESIGN  FIRMS 

Chermayeff&Geismar135 

From  its  New  York  City  office, 
Chermayeff  &  Geismar  has 
created  the  familiar"Every- 
man"  profile  for  the  Public 
Broadcasting  Service,  the 
NBC  peacock,  and  other  cor- 
porate identities.  The  firm 
also  develops  museum  exhi- 
bitions (including  the  perma- 
nent galleries  at  Ellis  Island). 

Lippincott  &  Margulies  71 1 

Founded  in  1945,  this  New 
York-based  firm  has  worked  j 
for  more  than  3,000  clients 
worldwide.  A  well-known 
name  in  the  design  commu- 
nity, Lippincott  &  Margulies 
has  created  brand  identities 
for  corporations  such  as 
American  Express,  Coca- 
Cola,  Chrysler  Corporation,  J 
and  Duracell. 

Pentagram  195 

Pentagram  calls  on  its  world 
wide  network  of  collabora- 
tors to  provide  its  customers 
with  services  that  include 
corporate  identity,  publica- 
tion, packaging,  interactive 
communication,  and  exhib; 
tion  design.  The  enterprise 
was  formed  in  1972  and 
maintains  offices  in  San 
Francisco,  New  York,  Austin, 
and  London. 

Studio  Archetype  255 

Clean,  clever  conjunctions 
of  image  and  type  are  the 
signature  of  this  San  Fran- 
cisco-based design  firm. 
Acquired  this  year  by  Sapi- 
ent, the  firm  contributes  10 
years  of  experience  to  Sapi- 
ent's  quest  to  become  the 
most  comprehensive  Inter- 
net consulting  service  in  the 
world.  The  Studio  Arche- 
type client  list  includes 
3Com,  IBM,  and  UPS. 

TDC/The  Design  Com- 
pany 23  From  its  studio  in 
San  Francisco,  The  Design 
Company,  founded  in  1984, 
concentrates  on  the  creative 
presentation  of  corporate 
and  brand  difference  through 
strategically  developed  de- 
sign and  nomenclature.  The 
firm's  clients  include  Coca- 
Cola  and  Levi  Strauss. 

—  Chiori  Santiagl 
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\BR  Information  Services,  Inc. 

•www.abr.com 

Andersen  Consulting 

Uww.ac.com 

\ST  Computer 

www.ast.com 

Cadence  Design  Systems,  Inc. 

www.cadence.com 

Canon  USA,  Inc. 

Uww.usa.canon.com 

Ciena  Corporation 

Uww.ciena.com 

Cisco  Systems 

•www.cisco.com 

Compaq  Computer  Corporation 

www.compaq.com 

CTX  International,  Inc. 

www,  ctxintl.com 

Datek  Online 

(www.datek.com 

Deloitte  &  Touche  Technology  Fast  500 

www.us.deloitte.com/fast500 

Digi  International,  Inc. 

iwww.dgii.com 

Documentum,  Inc. 

iwww.documentum.com 

Eastman  Software,  Inc. 

'www.eastmansoftware.com 

Electronic  Data  Systems  Corporation 

•www.eds.com 

Fairfax  County  Economic  Development 
Authority 

.www.fairfaxcountyeda.org 

Hitachi  America 

Uww.hitachi.com 
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IBM  e-business 
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Inktomi 

www.inktomi.com 

LG  Electronics  USA,  Inc. 

www.lgeus.com 

Lucent 

www.lucent.com 

Meridian  Data 

www.snapserver.com 

Microsoft  Windows  CE 

www.micro§oft.com\windowsce\ppc 

Mississippi  Department  of  Economic  and 
Community  Development 

www.mississippi.org 

MOVADO:  The  Museum  Watch 

www.movado.com 

NEC  Corporate  Networks  Group 

www.cng.nec.com 

NEC  USA  Inc. 

www.nec.com 

New  Horizons  Computer  Learning  Centers 

www.newhorizons.com 

Nokia 

www.nokia.com 

Nokia  Display  Products,  Inc. 

www.nokia.com/americas 

Ohio  Department  of  Development 

www.odod.ohio.gov 
www.connectohio.com 

PageNet 

www.pagenet.com/2way 

Pandesic  LLC 

www.pandesic.com 


PeopleSoft 

www.peoplesoft.com 

Pivot  Rules 

bluefly.com 

Proxim 

www.proxim.com/symphony 

PSINet,  Inc. 

www.psinet.com 

QAD  Inc. 

www.qad.com 

SAP  America,  Inc. 

www.sap.com 

Sony  Electronics,  Inc. 

www.sony.com/505 

Source,  Inc. 

www.source.com 

SynQuest,  Inc. 

www.synquest.com 

3COM 

www.3com.com 

Tandy  Corporation 

www.tandy.com 

Tava  Technologies,  Inc. 

www.tavatech.com 

Tektronix 

www.coloratwork.com 

Teligent 

www.teligent.com 

TIAA-CREF 

www.tiaa-cref.org 

United  Parcel  Service 

www.ups.com 

Visio  Corp. 

www.visio.com 
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THE      PURPLE      LABEL      COLLECTIO 

The  Ralph  Lauren  Purple  Label  Collection  signifies  personal  achievement 
and  great  style.  The  finest  fabrics,  selected  for  their  fluid  drape  and  luxurious 
texture,  represent  the  latest  refinements  in  gentlemanly  attire.  Constructed  mainly 
by  hand,  each  suit  has  a  fit  that  is  perfectly  sculpted  and  powerfully  elegant. 
This  signature  collection  conveys  confidence  and  strong  character. 
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Fireman's      License  to  get  on  with  it. 
rund 


;at  of  storm 


YOU     CAN     HUDDLE     INSIDE.     OR     STROLL      OUT     THE     FRONT     DOOR, 


JUST     YOU     AND     AN     EIGHTH-INCH     OF     COTTON     SHIRT 


THAT     SAYS 


DO    YOUR    WORST, 

AND    SEE    IF    YOU    CAN    MAKE    ME    GO    BACK    FOR    A    Wl  NDBREAKER, 


One  f  Lat  monthly  payment] 
Welcome  to  communication 


Local.  Long  distance.  Interne 
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Teligent  is  changing  the  way  you  manage 

your  company's  communications  expenses  forever. 

Suddenly  everything  is  one  predictable  flat  monthly 

charge.  Local.  Long  distance.  High-speed  Internet.  All 

for  up  to  30%  less  than  you're  currently  paying  for  these 

services.  We  simply  take  the  average  of  several  months' 


charges  and  discount  that  amount.  That's  what  you  pay  every  month 
Yes,  you  heard  right.  You  see,  we're  not  buying  someone  else's  local  dia  '  | 
tone  and  reselling  it  at  a  discount.  The  savings  are  actually  built  into  th<  | 
very  structure  of  our  network. 

With  our  interactive  online  billing  system,  e-magine;M  you  cai  | 
access  your  account  in  ways  you  never  before  thought  possible.  Rig!" 


&1998  Teligent.  Inc     'Certain  terms  and  conditions  apply  See  your  Teligent  representative  tor  complete  details 


iUL  for  up  to  30%  off. 


through  your  Internet  browser.  Sort  and  analyze  calls 
by  account  code,  length  of  call,  originating  number, 
terminating  number,  almost  any  way  you  want. 
Download  the  data  for  your  own  use.  Even  pay  your 
bill  right  online.  In  essence,  you  take  your  rightful  place 

as  master  of  your  communications  universe. 


We've  made  it  our  mission  in  life  to  see  that  small  and  mid-sized 
companies  get  the  same  advantages  as  the  bigger  guys.  And  it  all  starts 
with  our  little  12-inch  antenna  on  the  roof  of     ^^^ 
your  office  building.  Sound  too  good  to  be  true?    /^_    _. 
Pinch  yourself.  For  more  information,  visit  us    V  IG'. 
at  www.teligent.com. 
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198  The  tax  hustlers 

They  promise  to  eliminate 
corporate  taxes  for  five  years. 
Is  it  too  good  to  be  true? 

By  Janet  Novack 
and  Laura  Saunders 
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50  Best  friends,  forever 

Why  Wall  Street  will  always 
love  the  hedge  fund  guys. 

By  Matthew  Schifrin  and 
Caroline  Waxier 

54  The  dawning  of  Suntel 

Look  out,  Microsoft.  A  Sun- 
Intel  alliance  looks  possible. 

By  Nikhil  Hutheesing 

124  Fields  of  trickery 

How  big  sports  owners  play 
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computers.  •  We're  uniquely  qualified  to 

chart   the   future   of   communications 

electronics.  •  We  were  doing  it  even 

before  there  were  personal  computers. 

In  other  words,  we  know  what's  next. 

Because  we're  there  today. 
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Laura  Saunders  and  Janet  Novack 


'There's  a  lot  of  money  to  be  made" 

■  I  suppose  it  was  inevitable:  Some  accountants,  more  clever 
than  scrupulous,  have  figured  out  how  to  use  derivatives  to  cut  i 
clients'  corporate  tax  bills.  Are  these  ploys  legal?  Sometimes. 
Laura  Saunders  and  Janet  Novack  describe  "The  hustling  of 
X-rated  shelters"  as  the  toughest  story  they've  ever  reported. 
Many  potential  sources  didn't  want  to  alert  the  IRS;  others  did 
not  want  to  give  any  ideas  to  competitors.  But  they  got  the 
story.  How?  Says 

Saunders:  "A  former 
high  Treasury  official 
said:  'I'm  under  terrific 
pressure  to  do  shelters  at 
my  firm.  There's  a  lot  of 
money  to  be  made.  And 
if  Treasury  doesn't  act, 
I'm  not  going  to  keep  on 
being  a  Goody  Two- 
Shoes.'  And  when  one 
investment  banker  MHB 

advised  a  client  that  get- 
ting a  basis  step-up  in  a  deal  would  be  'too  expensive,'  the  clien 
said:  'That's  okay,  Ernst  &  Young  has  a  way  around  it!'  ' 

Here's  the  saddest  part:  When  Congress  does  finally  get 
around  to  cracking  down  on  these  new-era  tax  shelters,  we  will  I 
all  simply  be  saddled  with  an  even  more  incomprehensible  tax 
code,  more  costly  and  time-consuming  to  comply  with  than 
what  we  have  now.  The  shelter  story  starts  on  page  198. 

■  It's  kind  of  amusing  to  see  all  these  sharp-elbowed  Silicon 
Valley  types  crowding  into  federal  court  to  accuse  Bill  Gates 
of  playing  hardball.  A  bunch  of  choirboys,  are  they?  Daniel 
Lyons  nails  their  hypocrisy  in  "Slay  your  rival,"  beginning 
on  page  55. 


■  You've  read  a  lot  and  will  be  reading  yet 
more  about  how  banks  and  brokerages 
took  a  hosing  in  the  collapse  of  Long-Tern 
Capital.  How  could  such  smart  outfits  hav< 
been  so  dumb?  Turns  out  they  weren't  so 
dumb.  Hedge  funds  are  prize  customers; 
brokers  reaped  billions  of  dollars  in  fees 
from  them.  So  what  went  wrong?  Read 
Matthew  Schifrin  and  Caroline  Waxler's 
"Nobody  wants  to  kill  the  golden  goose." 
It  begins  on  page  50. 


Matthew  Schifrin 
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u  Quickly  Multiplying  Files  Taking 
%  Up  All  Your  Server  Space? 


An  8  Gigabyte  server  for  $995 
equals  real  price/performance  value. 

"he  Snap!  Server™  from  Meridian  Data  is  the  fast,  easy  —  and 
ow-cost  way  to  end  your  network  storage  problems  for 
jood.  Available  with  up  to  16  Gigabytes  for  $I795,  the  Snap! 
ierver  comes  fully  configured  and  network  ready  for 
Microsoft"  NetWare"  and  your  network  configuration. The 
>nap!  Server  becomes  an  integral  component  of  your  existing 
Network  from  the  minute  you  plug  it  in.  Optimized  specifically 
or  network  storage,  you  get  the  performance  of  a  typical  PC 
letwork  file  server —  for  a  lot  less  money. 

Plug  it  in,  turn  it  on. 
Now  adding  network  storage  is  a  Snap! 

ou  can  install  a  Snap!  Server  in  under 

ve  minutes,  without  disturbing  your 

listing  file  server  —  or  bringing  the 

network  down.  And,  if  you  don't 

Iready  have  a  file  server,  Snap!  Server  allows  you  to  quickly 

.nd  easily  centralize  shared  files  for  easy  access. 


Sr^- 


With  a  30-day  money-back 
guarantee  —  your  risk  is  zero. 

Snap!  Server  offers  the  optimum  price/performance  value 
for  your  networking  dollar.  And  our  unconditional,  30-day, 
money-back  guarantee*  —  along  with  our  3-year  parts  and 
labor  warranty  —  is  your  assurance  of  the  quality  and  reliabili- 
ty your  growing  business  demands. 

So  don't  wait  for  multiplying  files  to  overwhelm  your  net- 
work. Get  a  Snap!  Server  today.  Call  I  -888-343-SNAR 


For  more  information,  or  to  register  to 
Snap!  Server  —  FREE,  visit  www.snapserver.com/forb  or  call  1-888-343-SI 
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1-800-CompUSA 
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Data  Comm 

1-800-328-2261 


rased  from  participating  resellers.  Snap'  Server  is  a  trademark,  and  the  Meridian  logo  is  a  registered  trademark  of  Meridian  Data.  Inc.  All  other  product  names  are  trademarks  of  their  respective  companies.  ©I  998  Meridian  Data,  Inc.  All  nghts  reserved. 
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Edited  by  Susan  Adams 

Finnish  invasion 

In  the  days  when  cell  phones  were 
still  a  status  symbol,  we  looked  at 
Nokia  Group,  the  mobile  phone 
equipment  maker  from  Finland  (Sept. 
12,  1994).  The  then-$4.4  billion  com-' 
pany  was  sharpening  its  phones'  digi- 
tal technology  and  ease  of  use — and 
aiming  at  the 
U.S.  market.  All 

Nokia's  latest  model 
Hot  phone. 


of  that  convinced 
us  that  Nokia 
had  a  fighting 
chance  to  unseat 
Motorola  as  the 
world's  biggest 
cell  phone  maker. 

It  took  four 
years,  but  it 
seems  that  Nokia 
has  done  that,  for 

now.  Nokia  says  it  sold  more  phones 
worldwide  than  Motorola  in  the  first 
three  quarters  of  this  year.  Motorola 
isn't  disputing  the  claim.  "It's  a  race 
quarter  by  quarter,"  says  a  Motorola 
spokesman. 

Analysts  predict  that  Nokia  will  hold 
on  to  the  top  spot  for  1998,  with  a 
25%  share  of  a  140  million  cell  phone 
market  worldwide,  and  that  Motorola 
will  trail  with  about  20%. 

Nokia's  latest  sleek  model,  selling 
at  up  to  four  times  suggested  retail 
price  in  Europe  and  Asia,  hits  U.S. 
stores  next  year.  Nokia  and  Motorola 
may  yet  trade  places  again,  but  Nokia's 
rise  is  remarkable  for  a  company 
almost  unknown  outside  its  home 
country.  -Joanne  Gordon 

A  soft  software  market 

Last  year  Forbes  highlighted  two 
makers  of  automation  software  that 
were  on  a  roll — Baan  Co.,  based  in  the 
Netherlands  and  Menlo  Park,  Calif. 
(Oct  o,  1997),  and  PeopleSoft  of 
Pleasanton,  Calif.  (Jan.  27,  1997). 
Baan's  stock  jumped  from  $10  in  Jan- 
uary 1996  to  $54  in  April  of  this  year. 
People-Soft's  stock  leaped  from  $8  to 
$55  during  the  same  period. 
Today,  Baan's  stock  languishes  at 


I 


30  years  ago  in  Forbes! 

December  1,  196a 

When  its  founder  died  in  December! 
1966,  the  question  was:  Could  Wala 
Disney  Productions  survive  without  WaltT 
Disney: 

20  years  ago  in  Forbesl 

November  27,  1971 
"I  never  ask  if  the  market  is  going  to  go  up  oi| 
down  because  I  don't  know,  and  besides  i 
doesn't  matter.  I  search  nation  after  natior 
for  stocks,  asking:  'Where  is  the  one  that  i<| 
lowest  priced  in  relation  to  what  I  believe! 
it's  worth?'  .  .  .  Forty  years  of  experience! 
have  taught  me  you  can  make  moneJ 
without  ever  knowing  which  way  the  marke'f 
is  going.' 
John  Templetorl 

10  years  ago  in  Forbesl 

December  12,  198e\ 

After  decades  of  admonishing  the  people  t<| 

work,  work,  work,  the  Japanese  government  k\ 

now  urging  them  to  "Enjoy,  enjoy!"  Yet,  as  irl 

almost  everything  Japan  does,  there  is  also  <l 

strong  element  of  national  self-interest  in  thirl 

trend  toward  more  play  and  less  work.  Thfj 

bureaucrats'  vision  of  Japan's  future  calls  fol 

speeding  development  of  service  industries— I 

like  leisure — against  the  day  when  heavu 

industry  will  be  totally  outworked  by  Koreij 

and  other  countries.  Japan's  Economiil 

Planning  Agency  estimates  that  shifting  til 

the  five-day  week  would  pump  another  $l'A 

billion  into  domestic  demand.  This  mone« 

would  then  stimulate  Japan's  leisuril 

industries! 

December  12,  198>\ 
Harold  Geneen,  the  old  master  acquirer 
takes  a  dim  view  of  today's  leverages 
takeover  people:  "Basically  junk  bonds  hav 
made  possible  the  raising  of  all  thi| 
[LB0]  cash.  The  effect  has  been  to  allow 
conduit  so  the  insurance  companies,  pensiol 
funds  and  others  can  put  money  into  thi I 
kind  of  risk,  but  it  has  the  appearance  c 
being  an  investment.  It  may  be  a  goo 
investment  in  some  cases;  it  may  be  terribl 
in  others.  A  lot  of  this  [junk  bond]  paper  i 
not  very  well  seasoned  ...  All  of  the  LBC 
are  based  on  increasing  earnings.  To  th 
extent  that  it  permeates  the  whole  financi; 
structure  of  the  country  such  as  S&Ls,  msu 
ance  companies,  pension  funds  and  othei 
who  have  bought  and  hold  leverage 
securities,  they  have  become  leveraged  alsi  I 
In  a  time  of  major  recession  it  wi  j 
sweep  both  direct  and  indirect  interest: 
The  acceleration  this  would  add  to 
recession  would  be  substantia  ] 
[Black  Monday]  would  be  small  compare  | 
to  these  possibilities 
-Edited  by  Dolores  Lataniot 
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ur-  citron™  citrus-flavored  vodka  . ... 

LLIGRAPHY  ARE  TRADEMARKS  OWNED  BY  V&$ 


40%  ALC/VOL  (80  PROOF).  ABSOLUT  COUNTRY  OF  SWEDEN 
1995  V&S  VIN  &  SPRIT  AB.  IMPORTED  BY  THE  HOUSE  OF  S 
IOSE  WHO  APPRECIATE  QUALITY  ENJOY  IT  RESPONSIBLY. 


yBSOLUT  BOTTLE  DESIGN  AND  ABSOLUT 
OTOGRAPHED  BY  STEVE  BRONSTEIN. 


fit  ALA  VIEILLE  RUSSIE 


781  FIFTH  AVENUE  NEW  YORK  NT  10022  ESTABLISHED  1851 


Demantoid  and  diamond 
brooch  set  in  silver  and  gold, 
in  the  form  of  a  floral 
bouquet  set  in  an 
enamel  jardiniere. 
American,  circa 
1880.  Height: 
1  1/2 
inches 


Diamond  car  brooch  set  in 

gold  and  silver,  with 

crystal  window.  By 

R.  Koch,  German, 

1906.  Length: 

1  1/2  inches 


Twenty-karat 
gold  cheroot  case 
with  diamond  thumb- 
piece.  Mexican,  18th  cen- 
tury. Height:  2  1/2  inches 


WWW.ALVR.COM  ^""*^ 


(212)  752-1727 


ANTIQUE  JEWELRY,  FAB  ERG  E,  WORKS  OF  ART 


ALL  INDEX  FUNDS 

ARE  NOT  CREATED  EQUAL 


T.  Rowe  Price  Equity  Index  500  Fund.  For  over  seven  years,  our  Equity 
Index  500  Fund  has  helped  investors  like  you  closely  track  the  S&P  500.® 
Of  course,  all  index  funds  are  managed  to  mirror  the  index,  but  some  suc- 
ceed better  than  others.  While  many  funds  impose  loads  and  some  have 
expenses  of  as  much  as  0.89%,*  our  combination  of  no  sales  charges,  com- 
petitive expense  ratio  with  no  12b-l  fees,  and  efficient  portfolio  management 
offers  performance  that  can  maximize  the  potential  of  your  investment. 
We  know  you  invest  in  a  mutual  fund  for  performance.  But  you  also  invest 
for  convenience.  That's  why  our  funds  are  backed  by  a  commitment  to  the 
services  that  make  a  difference — knowledgeable  representatives,  24-hour 
access  to  your  account  by  phone  or  the  Internet,  portfolio  allocation  tools, 
consolidated  statements,  and  more.  Add  our  low  investment  minimum  of 
just  $2,500  ($1,000  for  IRAs),  and  you'll  know  why  our  Equity  Index  500 
Fund  stands  apart.  As  with  any  stock  fund,  there  will  be  price  fluctuation. 


ASK 

ABOUT 
OUR 


ROTH 
IRA 


Call  24  hours  for  your 
free  investment  kit 
including  a  prospectus 

1-800-541-8475 

www.  troweprice.com 


hwrst  With  Con //deuce 

T.RoweRice 


m 
-Ik 


•Source:  Upper  Analytical  Services,  Inc.  S&P  500  is  a  R'gi-te 
nvT.  Rowe  I'nce  Investment  Services,  Inc.  The  Equitj  Indes 
and  S&P  makes  do  representation  regarding  the  advisability, 

Read  the  pros|xruis  carefully  More  inu-Ming.  T.  Rowe  I'm- 


red  trademark  of  McGraw-Hill,  Inc..  and  has  been  licensed  for  use 
S00  Fund  is  not  sponsored,  endorsed,  sold,  or  promoted  by  S&P, 
of  investing  in  the  fund  Fund  formerly  named  Equitj  index  Fund 
Investment  Services,  Inc.,  Distributor.  exrms2»o 


around  $13,  PeopleSoft's  at  a  recen 
$22.  What  happened?  Turns  out  bi 
companies  have  all  the  automatioi 
software  thev  need  for  now;  midsiz 


companies  don't  need  much.  Th 
result:  Growth  of  new  license  fees  a 
Baan  dropped  from  65%  in  1997  t< 
23%  this  year.  At  People$oft 
growth  fell  from  80%  last  year  t< 
45%.  And  competition  from  marke 
leaders  Oracle  and  Germany's  SAP  i 
fierce. 

Baan  and  People$oft  are  a  good  be 
to  recover.  The  two  firms  had  sold 
lot  of  software  to  companies  con 
cerned  about  year  2000  problems.  B 
2001,  the  thinking  goes,  these  com 
parties  will  be  ready  to  upgrade — ant 
chances  are  good  they'll  stick  witi 
Baan  and  PeopleSoft. 

-NlKHIL  HUTHEESIN) 

Direct  hit 

We  reported  that  Compaq  Com 
puter  Corp.,  Hewlett-Packard  Cc 
and  IBM  were  losing  business  becaus 
they  didn't  sell  computers  direct,  th 
way  Dell  Computer  did  (Oct.  19 j 
Compaq  and  HP  recently  announce! 
plans  to  sell  some  of  their  PCs  direct  X> 
customers  over  the  phone  and  th 
Internet. 

They're  risking  the  ire  of  distrib 
utors  and  dealers  who  sell  most  o 
the  world's  personal  computers.  Bu 
it's  damned-if-you-do,  damned-if 
vou-don't  for  them  and  for  IBM 
Moral:  You  may  not  like  change 
but  you  had  better  figure  out  ho\ 
to  live  with  it. 

-Daniel  Lyons  ■ 
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IF  I  CAN'T 
IMPROVE 


Barry  Kaye, 

best  selling 

author 

and  wealth 

creation, 


preservation 

and  optimization 

specialist. 


YOUR 
ESTATE  PLAN 

l,LL  GIVE  YOUR  FAVORITE  CHARITY  $1,000" 


* 


rHE  BEST  INVESTMENT 
ALTERNATIVE  EVER! 

Inqr  good  attorney,  accountant  or  financial 
pvisor  can  reduce  the  value  <  >t  y<  mr  estate, 
pus  reducing  taxes.  My  question  is  "I  lave 
jtey  taken  advantage  of  the  power  of  life 
ksurance  to  optimize  the  value  of  your 
jssets  and  offset  your  taxes'"  You  may  be 
ing  why  I  would  he  willing  to  donate 
to  your  favorite  charity*  if  I  can't 
pat  your  plan.  It's  because  I  know  that  with 
:ie  proper  diversification  of  your  portfolio, 
•can  help  optimize  your  assets,  pay  estate 
i«es  and  leave  your  heirs  more  than 
iou  ever  dreamed  possible.  All  through 
le  miracle  of  life  insurance,  the  only 
ehicle  that  can  pay  your  taxes  for  you! 

nles5  your  plan  already  includes  the 
vwest  priced  life  insurance.  Offer  limited 
v  the  first  100  respondents. 


DISCOUNT  ESTATE  TAX 
COSTS  &  OPTIMIZE  ASSETS 

Have  your  legal  and  financial  advisors 
done  everything  in  their  power  to 
optimize  the  value  of  your  estate  for  your 
heirs?  Have  they  taken  advantage  of 
existing  precautionary  methods  to 
prevent  the  eventual  decimation  of  your 
portfolio  from  the  ravages  of  estate 
taxes?  If  not,  and  if  your  estate  is  valued 
at  $2  million  or  more,  here's  a  challenge 
you  truly  .should  not  ignore.  I'm  so 
confident  I  can  make  it  possible  to 
leave  more  to  your  heirs  and  charities 
than  any  existing  estate  plan  can 
accomplish  (*assuming  the  plan  does 
not  already  include  the  lowest  priced 
life  insurance),  I'll  give  $1,000  to  your 
favorite  charity  if  I  can't. 


INE  FREE  PHONE  CALL  10  800  DIE  RICH  CAN  SAVE  OR  CREATE  A  EORTONE 


'.ill  now  tor  a  FREE  COPY  of  my  16-page 
'port.  Clinton  Increased  your  $600,000 
i-xemption  To  $1  Million  ■  Barry  Kaye  can 

ffectively  increase  it  up  to  $20  million. 

.  Age 

■e  sure  to  request  a  FREE  CUS-    v^VoD5*5 
OMTZED  PROPOSAL  Or  ask  tor  a 
|REE  CONSULTATION  WITH  AN 
-SSOCIATE,  either  in  person  or  on 
We  phone.  Remember,  there  is  no  charge 
>r  us  to  review  your  financial  plan.  And 
osolutely  no  obligation  on  your  part! 


If  you  would  like  to  know  more,  send  for  my 

3-hour  video  seminar,  Make  Millions  Save 

Millions!,  Live  Rich  and  my  revolutionary  new 

book,  The  Investment  Alternative. 

Book  $25.00       Book  $32.50  BOOKS  & 

VIDEO 

$157.50  value 
only 

sB7a 

Add  S&H$4.10and  ST  where  applicable.  MC&  VISA  accepted 


LEAVE  MORE  TO  YOUR 
HEIRS  THAN  TO  UNCLE  SAM 

The  secret  to  good  estate  planning  is 
not  paying  the  lowest  taxes.  It  is  havinj 
your  taxes  paid  for  you  and  leaving  the 
largest  possible  amount  of  money  to 
your  heirs.  Have  you  increased  your 
exemptions  beyond  your  assets  so 
there  are  no  taxes  to  be  paid? 


FOR  NEW  CONCEPTS 
AND  IDEAS  VISIT 
WWW.BARRYKAYE.COM 

For  charts  and  detailed  information 
about  how  life  insurance  can  significantly 
optimize  estate  values  and  virtually 
eliminate  estate  taxes,  visit  my  all  new 
web  site.  You  will  also  learn  about  my  best 
selling  books,  videos,  seminars  and  more. 
Professionals  welcome  too! 

CALL  NOW! 

HI-IIMIU  (343-7424) 

FOR  IN  DEPTH  INFORMATION 

WWW.BARRVKAVE.COM 


Barry  Kaye  Associates® 

j£  ■  Wealth  Creation,  Optimization  &  Preservation  Specialists 

kH  Wealth  Creation  Centers® 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(800)  662-5433  (310)  277-9400  FAX  (310)  282-0775 
©1998  Barry  Kaye  Associates'  and  Wealth  Creation  Centers' 


my  mind 

What's  worrying  top  executives/edited  by  Katarzyna  Moreno 

Lessons  from  mom 


By  Morgan  Murphy 


"I  am  nothing  like 
my  mother . . .  other  I 
than  I  just  look  and 
act  like  her,"  says 
Regina  Kelley,  direc- 
tor of  strategic  plan- 
ning at  Saatchi  & 
Saatchi  Advertising 
Worldwide.  Here  we 
ask  executives  what 
they  learned  from 
their  mothers. 


"I  don't 
trust  that 
man,"  said 
my  mom 
about  Victor 
Posner. 


Jerry  Ehrlich, 
chairman, 
Wabash  National 
Corp. 


Robert  MacLeod 

Chief  Executive 
Kiss  My  Face  Corp. 

At  39  my  mother  inherited  a  tiny  hotel  chain 
in  Canada.  Her  only  qualifications  were  a  dri- 
ver's license  and  a  high  school  education. 
And  vet  she  did  very  well.  She  simply  had  a 
lot  of  common  sense. 

So  it  doesn't  frighten  me  to  hire  or  pro- 
mote someone  who  doesn't  have  credentials 
on  paper.  One  of  our  highest-paid  employees, 
our  director  of  domestic  sales  and  marketing, 
was  once  a  checkout  girl  at  Caldor.  Our  pro- 
duction manager  was  working  a  night  shift  at 
Freihofers'.  Just  like  Mom  once  did,  they  arc- 
succeeding. 

Diane  Von  Furstenberg 

Founder  and  Chief  Executive 
Diane  Von  Furstenberg  Studio 
During  the  war  my  mother  was  sent  to  a  Nazi 
concentration  camp.  After  the  long  train  ride 
to  the  camps,  she  stayed  close  to  an  older 
woman.  When  the  German  soldier  in  charge 
directed  the  older  woman  to  join  a  group  on 
the  left,  my  mother  moved  quickly  with  her 
A  higher-ranking  officer  forced  my  mother 
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into  a  group  being  formed  on  the  right.  She 
was  devastated.  But  in  reality  he  saved  her 
life.  The  group  on  the  left  was  sent  to  the  gasj 
chamber.  Her  life  lesson  to  me  was  that  you 
never  know  what  is  good  for  you,  and  that 
what  may  seem  to  be  not  good  may  actually 
be  a  blessing. 

I  was  devastated  when  a  licensing  deal  to 
introduce  a  new  line  of  sportswear,  intimate 
apparei  and  home  furnishings  with  a  major 
department  store  chain  collapsed  at  the 
eleventh  hour  in  the  summer  of  1996.  But  th<| 
rejection  forced  me  to  reposition  my  brand's 
image,  going  back  to  the  original  product  tha 
launched  me  in  the  first  place,  the  wrap  dress.  | 
I  live  my  mother's  lessons  every  day. 

Jerry  Ehrlich 

Chairman  and  Chief  Executive 
Wabash  National  Corp. 

I  never  heard  my  mom  talk  badly  about  any- 
body, except  the  time  when  I  was  battling 
with  Victor  Posner  over  the  sale  of  a  compan 
I  was  running.  She  said  to  me:  "I  don't  trust 
that  man.  You  should  get  away  from  him."  I 
didn't  know  him  that  well  at  that  time,  but 
my  mother  nailed  him  right  away. 
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my  mind 


"My  mom's 
only  qualifi- 
cations were 
a  driver's 
license  and  a 
high  school 
education. 
But  she  had 
a  lot  of  com- 
mon sense, 
so  she  did 
very  well." 


Robert  MacLeod, 
chief  executive, 
Kiss  My  Face  Corp. 


Robert  Jackson 

Chairman  and  Chief  Executive 
The  Bombay  Co. 

My  mother  went  through  the  Depression.  I 
bet  she  would  consider  Bombay  stuff  luxuri- 
ous even  though  we  are  a  moderately  priced 
store.  She  would  always  say:  "Boy,  that 
would  really  be  nice  to  have,  but  we  need  to 
be  more  frugal.  Times  could  get  tough 
again."  My  mother  always  saved  money 
before  she  bought  anything.  I  take  after 
her — this  company  has  no  debt. 

Charles  Brewer 

Chairman  and  Chief  Executive 
MindSpring  Enterprises  Inc. 
I  feel  extraordinarily  grateful  to  my  mom  for 
the  strong  sense  of  security  I  had  growing  up. 
She  was  less  judgmental  than  most  other  par- 
ents. It  gave  me  a  strong  feeling  that  I  was 
okay  whether  or  not  I  got  an  A,  or  whether 
or  not  I  won  the  basketball  game. 

[That  support]  really  helped  me  to  fum- 
ble along  on  my  entrepreneurial  path  before 
I  finally  started  MindSpring.  I  went  along 
for  periods  of  time  with  no  business  card, 
no  title,  no  affiliation.  It  would  have  driven 
a  great  majority  of  my  business  classmates 
out  of  their  minds,  but  it  never  bothered 
me.  I  have  always  felt  that  things  would 
work  out,  and  there  is  always  a  home  for  me 
in  Kentucky. 

Harold  (Sonny)  Gordon 

Vice  chairman 
Hasbro  Inc. 

She  was  a  typical  immigrant  mother — I  was 
expected  to  do  well. 

Alfred  F.Kelly  Jr. 

President,  Consumer  Card  Services  Group 
American  Express 

She  constantly  told  us  to  take  on  responsibilities. 
When  my  brothers  and  1  were  young  we  carried 
a  100-house  paper  route.  We  had  to  be  out 
there  even  if  we  were  nor  feeling  very  well,  or  it 


was  raining  or  snowing  like  crazy.  She  would 
always  tell  us  that  we  had  to  be  dependable  and  | 
had  to  smile  and  be  nice.  Now  30  years  later,  I 
am  still  in  a  service  business  and  use  the  same 
tactics  Mom  taught  me  with  my  first  customers. 

Robert  E.  Luckie  Jr. 

Chairman 
Luckie  &  Co. 

Mama  always  emphasized  to  me  that  if  any- 
thing is  worth  doing  at  all,  it  is  worth  doing  : 
well.  Parkinson's  disease  hit  her  early  and  ver| 
brutally.  But  I  remember  she  had  beautiful 
handwriting,  which  she  struggled  to  mainta 
during  her  sickness. 

I  was  in  the  Navy  with  Admiral  Nimitz.  He 
was  the  big  dog  and  I  was  a  junior  officer  in 
the  code  room.  I  made  damn  sure  that  all  m>| 
messages  were  neat  and  orderly  because  as  mi 
mama  taught  me,  anything  that  had  my  ini- 
tials on  it  had  to  be  fit  for  the  commanding 
admiral's  eyes — not  with  a  lot  of  strikeovers. 

It's  basic.  If  you've  got  a  job,  do  it  the  besj 
you  can.  Just  bow  your  neck  and  plow  into  itj 

Regina  Kelley 

Director  of  Strategic  Planning 
Saatchi  &  Saatchi  Advertising  Worldwide 
Mom  was  a  very  eccentric,  curious  person, 
always  saying  "That's  interesting!  Tell  me 
about  that!"  She  was  constantly  asking  peoplc| 
what  they  thought,  and  she  was  interested  in 
everything.  She  was  a  nursery  school  teacher,| 
but  she  was  also  into  geology,  cultivating 
seeds,  canning  pickles,  and  was  even  part  of  a| 
dry-dredging  group,  always  digging  in  dirt 
and  Indian  burial  mounds. 

Like  my  mother,  I  am  constantly  asking 
people  what  they  think.  I  sit  behind  a  mir- 
ror and  listen  to  people  talk  [in  focus 
groups],  trying  to  find  out  what  motivates 
them  to  buy  the  things  they  do,  choose  the  ] 
careers  they  choose,  go  on  the  vacations 
they  pick.  I  really  get  into  their  stories. 
Everyone  has  a  struggle,  and  like  my  moth- 1 
er,  I  want  to  know  what  it  is. 

David  Hodess 

Founder  and  Chief  Executive 
Cooking.com 

I  trace  my  love  of  food  to  my  mother.  She 
calls  me  weekly,  if  not  daily,  to  tell  me  what 
products  we  should  carry  on  our  site. 
Currently  she  is  after  me  to  put  on  a  new 
toaster  oven.  Once  she  finds  a  good  one,  I 
will  add  it  to  our  offering.  She  is  usually  righ 
about  this  stuff. 


What's  on  your  mind?  Tell  the  world.  Go  to  our  new  On  My  Mind  forum  in  the  Forbes 
Digital  Tool  at  http://www.forbes.com/nund,  or  E-mail  us  at  mind@forbes.com. 
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Do  rich  people  have  more  friends 
than  the  rest  of  us?  Are  they  more 
deserving  of  a   comfortable  seat? 


Are  they  more  entitled  to  brake  safely  on  a  rainy  day? 


Are  we  the   only   car  company  that   doesn't  think  so? 


The  new  Century  by  Buick  comes  well-equipped  with  luxuries  for  under  $20, 
Fully  loaded  for  under  $24,000.  With  lots  of  standard  features  you'd  have  to  pay 
extra  for  on  many  other  cars.  Just  so  other  car  companies  know,  yes,  it  is  possible. 
Everyone    is    invited    to    build    their   own    virtual    Century   at:    www.century.buick.com. 

•MSRP.  Ta.es.  license,  litle  fees  and  optional  equipment  extra.  Prices  may  be  higher  in  CA.  WA,  OR.  ID,  CI.  MA  and  NY.     ©1999  GM  Corp.  |  jmp 
All  rights  reserved    Century  is  a  registered  trademark  of  GM  Corp.  Buckle  up.  America!  For  more  information,  call   1-800-4A  BUICK    I  — -1 


traction  control 

seats  six  comfortably 

remote  keyless  entry 

air  filtration  system 

tire  pressure  monitor 

ABS  brakes 

V6  engine 

optional  six-way  power  seats 

optional  dual  zone  climate  control 


say 

readers@forbes.com 

Microscared  Corp.? 

Sir:  Re  "Linux  rising" 
(Nov.  16,  p.  18).  Why  does 
Forbes  continue  to  be  so 
uncharacteristically  dumb 
about  Microsoft's  business 
tactics?  The  rise  of  Linux, 
the  free  operating  system 
software,  is  not  evidence  of 
Microsoft's  vulnerability, 
but  rather  supports 
monopoly  charges.  Linux's 
rapid  adoption  demon- 
strates a  genuine  desire  for 
alternatives  to  Microsoft 
"slopware."  Linux  has  suc- 
ceeded so  far  because  it 
isn't  owned  by  a  single 
company  that  Mcrosoft 
can  attack.  Watch  for 
Microsoft  to  adopt  its  anti- 
competitive, monopolistic 
tactics  to  this  new  per- 
ceived threat. 
-Scott  Draeker 
Santa  Ana,  Calif. 

Bank  bloat 

Sir:  Re  "Tellers  who 
hustle"  (Nov.  2,  p.  56). 
You've  accurately  described 
Washington  Mutual's  pro- 
motion-based sales  strate- 
gy: When  you  walk  into 
one  of  their  branches  you 
are  inundated  with  buy  sig- 
nals. The  problem:  The 
reason  you  are  in  the 
branch  is  because  your  ATM 
card  doesn't  work.  And  the 
branch  is  so  crowded, 


Not  the  best  marketing  strategy 
Fewer  banks  =  longer  lines. 
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having  merged  three  differ- 
ent banks  into  one,  that 
you  have  enough  time  to 
read  every  single  one  of 
their  brochures.  Grand 
strategies  without  effective 
execution  often  lead  to  a 
round  of  unhappiness  for 
customers. 
-Philip  Hishmeh 
Valley  Village,  Calif. 

Stumped! 

Sir:  Re  "Flash  of  genius" 
(Nov.  16,  p.  98).  With  due 
respect  to  professors  Her- 
bert Simon  and  Craig 
Kaplan,  the  "Mutilated 
Checkerboard"  problem  is 
at  least  a  half-century  old. 
Circa  1947, 1  attended  a 
typically  raucous  Los 
Alamos  party,  where 
hydrogen  bomb  research- 
ers hurled  puzzle  chal- 
lenges at  one  another.  The 
brilliant  mathematician 
Stanislaus  Ulam  thrust  for- 
ward the  checkerboard 
puzzle.  One  of  the  greatest 
mathematical  geniuses  of 
all  time,  John  von  Neu- 
mann, tried  a  solution  with 
a  pad.  After  more  than  an 
hour,  Stan  revealed  the 
impossibility  of  solution, 
and  Johnny  stormed  out — 
after  possibly  the  only 
mathematical  defeat  in  his 
lifetime.  What  a  subject 
von  Neumann  would  have 
been  for  Simon! 

I  -Arnold  Kramish 

i  Reston,  Va. 

Sir:  You  might  have  asked 
why  Simon's  work  is  used 
in  more  Chinese  schools 
than  American  schools. 
Maybe  because  Congress  is 
too  busy  trying  to  buy  the 
votes  of  the  teachers' 
unions  than  funding  the 
application  of  Simon's 
work  to  the  industrialized 
world's  poorest  and  most 
needy  school  system. 
-Bernard  H.  Geyer 
Prescott,  Ariz. 


Wynning  the  war  at  home 

Sir:  Re  " Vinnie  van  Gogh  is  right  at  home  here"  (Nov. 
16,  p.  284).  Recently,  on  my  first  visit  to  Las  Vegas,  I 
realized  that  the  Cold  War  would  have  ended  20  years 
sooner  if  our  leaders  had  only  brought  the  enemy 
there.  They  would  have  left  knowing  there  was  no  way 
to  compete  with  the  U.S.A. 

Your  article  confirmed  my  theory.  My  advice  on 
Steve  Wynn's  Bellagio — save  the  ten  bucks  and  2-hour 
wait  to  see  the  art  and  spend  an  hour  in  the  lobby 
enjoying  the  stained  glass  ceiling.  Send  an  invite  to 

Saddam  Hussein.  | 

-Kent  Hart 
McMurray,  Pa. 


Aging,  jobless,  angry 

Sir:  Re  "Busters  versus 
boomers"  (Nov  16,  p.  60). 
You  deplore  the  fact 
that  the  work  force  partici- 
pation of  men  over  55  has 
declined  sharply  because  of 
"a  change  in  incentives — 
transfer  payments,  marginal 
tax  rates,  possibly  retire- 
ment policies." 

The  real  reason  is 
employers'  decisions  to 
drop  them  from  the  pay- 
rolls as  part  of  the  downsiz- 
ing that  Forbes  has  been 
cheerleading  for  years.  The 
real  issue  is  whether 
employers  will  hire  and 
keep  older  productive  male 
employees — not  whether 
they  are  willing  to  stay. 
-Niels  H.  Nielsen 
Princeton,  N.J. 


Sir:  Many  of  us  were  "per- 
suaded" to  retire  early 
because  the  boomers 
needed  upward  mobility 
and  we  stood  in  their 
career  path.  Give  me  back 
the  job  I  had  for  another 
10  years  and  I  might  not 
need  any  safety  net  at  all. 
-Gene  Gorzyk 
Hemet,  Calif 

Don't  blame  OPEC 

Sir:  Re  "King  Faisal  and 
the  tide  of  technology" 


Ceiling  of  the  Bellagio  lobby 
More  effective  than  the  V.h 


(Nov.  16,  p.  235).  Great 
article,  but  one  error:  the 
1973  oil  embargo  was  not 
an  OPEC  embargo,  but  an 
Arab  embargo.  Non-Arab 
OPEC  members  were 
not  involved  and  sold  oil 
to  the  U.S.  and  other 
countries. 
-Jeffrey  A.  Hertz 
Denver,  Colo. 

All  in  the  family 

Sir:  Re  "Management's 
new  paradigms"  (Oct.  5,  p 
152)  Is  the  "great  church 
historian  Richard  Niebuhr 
(1894-1962)"  that  Peter 
Drucker  refers  to,  any  rela 
tion  to  the  great  church 
historian,  Reinhold 
Niebuhr  (1892-1971)? 
-Diane  McNally 
Victoria,  B.C. 

They're  brothers.  Drucker: 
"Richard  was  the  quieter 
one,  but  by  far  the  more 
important  one. "    -Ed.  ■ 


Letters  should  include  the  author' 
address  and  phone  number. 
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The  Ericsson  CF  888's  wireless 
infrared  data  beam  lets  you  connect  to 
your  PC  without  cables. 


csson  Mobile  Office  Suite,  a 

.!  <oftuare.  lets ) 
'ate  your  phone  book,  and 
'■ext  messages. 
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icsson  lefs  qou  e-mail,  fox  and  surf  the  Infernet  -  wiftiouf  mires. 

■  new.  It  gives  you  a  truly  wireless  office.  It's  a  digital  GSM  1900  and  analog  phone  in  one.  So  it  works  almost 
jl.'where.  It's  got  three  hours  talktime  and  three  days  of  standby  time.  It's  only  from  Ericsson,  a  world  leader  in 
1,'ital  phones.  It's  the  CF  888.  Want  to  go  wirel&s?  Call  1-800-ERICSSON  for  the  retailer  near  you. 


!Aw.ericsson.com/us/phones 

on®  and  the  Ericsson  logo  are  registered  trademarks  of  Ericsson  Inc. 
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ERICSSON 


www.ericsson.com/us/phones 

1998  Ericsson®  and  the  Ericsson  logo  tie  registered  mdemuks  ol  I 


Chech  out  the  Dl  27.  Ericsson's  family  of  GSM  1900  mobile  phones  and 
Ericsson  Original  Accessories  at  Omnipoint,  Pouiertel.  Western  Wireless1 
or  Pacific  Bell  Wireless. 


Remote  control 


v's  wireless  infrared  data  beam  lets 
you  conned  to  your  PC  without  cables. 


Ericsson's  CF  688 


Includes  Ericsson  Mobile  Office  Suite,  a  Windows'"  - 
based  software,  that  makes  it  easy  to  update  your 
phone  book,  and  send/receive  text  messages. 


with  most  Windows   95,  Wind 
Palm  Computing  and  Psion  ' -based  da 


Introducing  foe  world's  only  snap-on  wireless  fax/data  modem  for  mobile  phones. 

t's  new.  It  snaps  on  in  seconds.  It  turns  any  Ericsson  600  or  700  series  GSM  1900  phone  and  your  laptop  or  PDA  into 
a  truly  wireless  office.  So  you  can  check  e-mail,  send/receive  faxes  and  surf  the  Net  without  wires.  It's  only 
from  Ericsson,  a  world  leader  in  digital  phones.  It's  the  Ericsson  DI  27.  Want  to  go  wireless? 
Call  1-800-ERICSSON  for  more  information. 
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I  Winston  Churchill, 
World  Radio  Broadcast 
The  Waldorf  =Astoria, 


At  Hilton  we  can  help 
you  make  forecast  a  good 
impression,  or  history. 


Call    your    professional 
travel    agent    or    phone 

1-800-HILTONS 

www.hilton.com 
Over  400  Hiltons  worldwide 
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Over  the  years,  whether  it's  an 
international  conference  or  an  mtimaj 
gathering,  no  other  hotel  has  given  t 
business  traveler  more  of  what  they  . 
need  to  succeed.  So  if  your  business 
is  business,  or  politics,  you  can  be 
certain  that  Hilton  will  make  it  happej 
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Hilton  Munich  City, 
Germany. 
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With  Hilton  HHonors" 
your  business  trips 
can  be  even  more 
rewarding.  You'll  earn 
both  hotel  points  and 
airline  miles  with 
every  business-rate 
stay.  So  sign  up.  It's  a 
fast  way  to  free  travel 
at  more  than  400 
Hiltons  worldwide. 
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Nelson  Mandela, 
ANC  Press  Conference, 
London  Hilton. 


It  happens  at  the  Hilton. 


Earn  a  20%  HHonors  point  bonus  when  you  transfer  Membership  Rewards'  points. 

American  Express1 


jji 


Enjoy  free  travel  even  faster.  Between  November  1, 1998  and  February  28. 1999. 
when  you  transfer  American  Express'  Membership  Rewards  points  into  your 
Hilton  HHonors  account,  you  will  receive  a  20%  HHonors  point  bonus.  To  earn 
Membership  Rewards  points  for  every  eligible  dollar  charged  to  an  enrolled 
American  Express  Card*  or  to  transfer  points  into  your  HHonors  account,  call 
1-800-AXP-EARN  01  visit  www.americanexpress.com/rewards 


do  more 


_ 


HHonors  membership,  earning  and  redemption  of  points  are  sub|ect  to  HHonors  Terms  and  Conditions  The  Hilton  name  and  logo  are  trademarks  owned  by  Hilton.  ©1998  Hitton  Hotels. 
'Membership  Rewards  program:  There  is  a  $25  annual  program  fee.  Some  Corporate  Cards  and  some  Optima'  Cards  are  not  eligible  for  enrollment.  Terms  and  fees  for  Corporate  Cards  may 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


FECKLESS  FOREIGN  POLICY 


hh  Clinton/Gore  Administration's  foreign  poli- 
:y — if  you  can  call  it  that — is  a  shambles,  best  symbolized 
y  a  jellyfish,  not  the  American  eagle. 

The  recent  Iraq  debacle  is  part  of  a  long,  dismal  chain  or" 
events.  The  President  may  yet  order  a  stnke  against  Saddam 
Hussein,  but  no  one  will  be  tooled — Clinton  has  neither 
the  stomach  to  bring  him  down  nor  the  backbone  to  effec- 
tively enforce  a  meaningful  weapons  inspection  process. 
Last  summer.  Secretary  of  State  Madeleine  Albright  made- 
it  clear  to  the  U.N.  inspections 
;team  that  it  was  not  to  engage  in 
any  surprise  visits  that  might  upset 
Saddam.  Now  it  will  take  months 
Jto  get  the  process  back  up  to  speed.  \ 
Saddam  has  had  a  long  time  to  find 
lew  hiding  places,  Mid,  Clinton's 
rhetoric  to  the  contrary,  the  Hutch 
r  of  Baghdad  isn't  about  to  tell  us 
where  he  is  manufacturing  and 
tonng  his  deadly  materials. 

Clinton  hasn't  the  stamina  to 
nurture  a  credible  opposition  to 
Saddam.  Just  two  years  ago  the 
President  twiddled  his  thumbs  while  Saddam  brazenly  wiped 

ut  opposition  forces  m  the  supposed  safe  haven  we  had 
guaranteed"  in  northern  Iraq.  Given  Clinton's  erratic 
behavior,  Saddam's  neighbors  are  not  about  to  believe  we 
will  keep  our  forces  on  high  alert  for  months  to  come. 

President  Clinton's  latest  capitulation  will,  sadly,  be  duly 
noted  by  rogue  states  and  terrorists  all  around  the  world. 

The  President  clearly  finds  foreign  policy  an  intrusion, 
an  annoyance  not  worthy  of  sustained  thinking  and  effort. 
Look  at  the  sorry  record: 

Clinton  increased  our  presence  in  Somalia.  Local  war- 
lords ambushed  our  troops,  and  the  President  hastily 
pulled  everything  and  everyone  out. 


JFK:  He  learned  from 
early  errors.     * 


■  Clinton  ignored  the  Serbian  genocide  in  Bosnia.  He 
helped  put  in  place  an  arms  embargo  that  served  only  to 
keep  the  victims  unarmed.  He  refused  to  use  our  air 
power  to  destroy  any  Serbian  military  buildup  or  offense. 
Then  he  casually  committed  U.S.  soldiers  to  restoring 
peace,  with  no  clear  idea  of  how  that  might  be  achieved 
or  of  how  long  it  would  take. 

■  The  President  sent  troops  into  Haiti  to  make  that 
benighted  island  safe  for  democracy.  Six  months  later  our 

forces  were  withdrawn,  and  the 
island  remains  a  hellhole. 

■  The  President  tried  to  appease 
North  Korea  into  giving  up  its 
nuclear  weapons  program.  In- 
stead, Pyongyang  pocketed  the 
money  and  aid  and  has  continued 
to  develop  nukes  and  the  missiles 
to  deliver  them. 

■  The  Administration  has  irre- 
sponsibly run  down  the  readiness 
of  our  armed  forces.  The  services 
have  to  cannibalize  parts  in  order 
to  keep  some  equipment  moving; 

key  personnel  are  leaving  in  droves;  recruitment  is  lag- 
ging; and  training  is  becoming  more  inadequate. 

■  President  Clinton  resolutely  refuses  to  develop  a  mis- 
sile defense  system.  Most  Americans  don't  realize  we 
have  no  means  of  knocking  down  an  incoming  missile 
before  it  reaches  our  shores.  The  Chinese,  North 
Koreans,  Iranians  and  others  certainly  know  it. 

Early  in  his  presidency,  John  Kennedy  exhibited  a  slip- 
shod, undisciplined,  harum-scarum  approach  to  foreign 
and  defense  policy.  The  Bay  of  Pigs  disaster  was  the 
immediate  result.  JFK  took  the  disaster  to  heart  and 
changed  his  modus  operandi.  Clearly,  Bill  Clinton  still  acts 
like  the  early  John  Kennedy. 


Clinton:  His  bad 

habits  persist. 


THIS  UNION  HAS  BEEN  PUT  ASUNDER 


U.S.  and  Western  European  policymakers  should 
face  up  to  a  disagreeable  and  now  irrefutable  fact  of  life: 
Serbia's  Kosovo  province  must  be  eventually  recognized 
as  an  independent  state.  The  deep  differences  between 
Kosovo's  ethnic  Albanians,  90%  of  its  population,  and 
the  Serbs  are  irreconcilable.  A  year  or  two  ago  it  would 
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have  been  possible  to  settle  the  crisis  if  Belgrade  had 
granted  Kosovo  autonomy — the  autonomy  Serbia's 
bloodthirsty  dictator  Slobodan  Milosevic  rescinded  in 
1989.  From  that  point  on,  Serbia  has  engaged  in  heavy- 
handed  suppression.  Given  Milosevic's  genocidal  vio- 
lence in  this  region,  Kosovars  will  now  settle  for  nothing 
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less  than  a  total  break  from  Belgrade, 
nurtured  a  deep  sense  of  national- 
ism. Kosovars  are  developing  an 
ever-stronger  army,  and,  under  the 
lash  of  war,  are  rapidly  building  their 
own  governing  structures. 

Serbs  resist  the  notion  of  indepen- 
dence for  Kosovo,  because  centuries 
ago  it  was  the  center  of  their  empire. 
But  they  should  take  note  that,  given 
demographic  trends  in  Kosovo,  Alba- 
nians will  outnumber  Serbs  in  all  of 
Serbia  within  a  couple  of  generations. 


The  fighting  has 
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Western  diplomats  fear  a  break  will  lead  to  fissures 
both  in  multi-ethnic  Bosnia  and  in  i 
Macedonia,  where  about  a  third  of 
the  population  is  Albanian.  Policy- 
makers also  fear  a  Greater  Albania  in 
an  already  volatile  region,  but  the 
.  Kosovars  apparently  have  no  desire 
for  a  union  with  Albania,  whose 
internal  anarchy  is  a  turnoff.  As  for 
Bosnia,  only  our  NATO  ground 
forces,  including  thousands  of 
Americans,  keep  the  place  from 
flying  apart. 


PEANUT  BUTTER  IS  NOT  COCAINE 


A  number  OF  schools  are  banning  peanuts.  The  Depart- 
ment of  Transportation  tried  to  decree  that  airlines  create 
a  "peanut-free  buffer  zone"  for  passengers  who  request  it. 
Must  we  treat  peanuts,  peanut  butter  and  foods  with  traces 
of  peanuts  in  them  as  we  do 
hard  drugs  or  cigarettes?  Must 
Jif  and  Skippy  be  subject  to 
Prohibition-like  raids  from  law 
enforcement  agencies?  There's 
no  question  that  a  small  frac- 
tion of  one  percent  of  Ameri- 
cans react  adversely  to  this  substance,  and  to  a  handful  of 
them,  peanuts  are  fatal.  But  this  targeted  danger  requires 
good  judgment,  not  sweeping  prohibitions.  After  all,  every 
food  produces  an  adverse  reaction  in  some  person.  We 


Nothing's  Safe:  Some  Schools  Ban 
Peanut  Butter  as  Allergy  Threat 


shouldn't  exterminate  bees  because  some  people  have  terri- 
ble reactions  to  bee  stings.  We  should  take  a  sound  approach 
to  this  food  that  is  both  nutritious  and  junkily  delicious. 
Banning  peanuts  would  not  be  effective,  in  no  small  part 
because  bans  create  a  false 
sense  of  security.  Nonallergic 
kids  would  resent  the  ban, 
with  many  defying  it.  At  par- 
ents' requests,  sensible  schools 
are  providing  peanut-free 
lunch  tables,  and  teachers  are  : 
taught  how  to  administer  adrenaline  shots  if  someone  were 
to  have  a  severe  allergic  reaction.  Kids  who  have  the  allergy 
need  to  be  taught  to  be  especially  aware  of  the  dangers  of 
Chinese  food,  candy  bars  or  a  friend's  home-baked  cookies 


-New  York  Times 


A  GRADE-A  MYSTERY 

"A"   Is  for  Alibi — by  Sue  Grafton  (Bantam   Books,     that  whoever  killed  in  the  past  can  do  so  again.  Lots  of 

$6.99).  The  first  of  the  Kinsey  Millhone  alphabet  series     action  laced  with  nonpsychobabbling  ruminations. 

of  mysteries,  which  is  now  up  to  the  letter  N.  When  her     Excerpt:  "I'm  surprised  you  weren't  a  suspect,"  I  said.  Her 


saga  is  completed  in  a  decade  or  so  with  the 
letter  Z,  Ms.  Millhone  may  well  join  such  clas- 
sic snoops  as  Sherlock  Holmes,  Perry  Mason, 
Nero  Wolfe,  Miss  Marple  and  a  handful  of  oth- 
ers in  mystery  immortality. 

A  woman  who  has  served  eight  years  for 
murder  is  paroled  and  hires  our  heroine  to  dis- 
cover who  really  killed  her  husband.  Despite  dif- 
ficulties and  setbacks,  Millhone  is  up  to  the  task 
of  warming  up  long-cold  trails.  More  than  one 
person,  though,  is  not  happy  to  see  this  case 
revisited,  and  violence  ensues.  Millhone  realizes 


brows  shot  up.  "Me?"  She  hooted.  "The  wife  of  a 
prominent  judge?  I  never  even  testified  and 
they  knew  damn  well  that  I  was  involved  with 
him.  The  cops  tiptoed  around  me  like  I  was  a 
fussy  baby  taking  an  unexpected  nap.  And  who 
asked  'em  to?  I  would  have  told  'em  anything. 
Tou  ask  me,  Nikki  ivas  way  too  prissy  to  kill  any- 
one. Not  that  anyone  cared  much  what  I 
thought.  I'm  just  your  Mrs.  Loud-Mouth  Drunk. 
What  does  she  know?  Who's  going  to  listen  to 
her?  I  could  tell  you  things  about  anybody  in  this 
town  and  who'd  pay  attention  to  me?" 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts,  Tom  Jones  and  Patrick  Cooke. 


•  Le  Regence— Hotel  Plaza  Athenee,  37  East  64th  St. 
(Tel.:  606-4647).  The  decor  is  impeccable,  the  meals 
superb,  the  service  second  to  none.  To  start,  try  the  celery 
root  veloute  with  shaved  truffles  or  the  organic  cherry 
tomato-and-goat-cheese  galette.  For  a  main  course,  the 
black  bass  or  rib-eye  steak  are  tops.  There  is  also  a  gem  of 
a  seven-course  chefs  tasting  menu. 

•  Nanni  II  Valletto— 133  East  61st  St.  (Tel.:  cS3S  3939). 
Old-fashioned,  pricey  Italian  restaurant  producing  wonderful 
food.  The  pesto  pasta,  smoked  salmon  and  sautced 
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broccoli  rabe  are  near  perfect,  but  desserts  are  disappoint- 
ing. The  service  is  flawless  and  the  ambiance  welcoming. 

•  Shark  Bar — 307  Amsterdam  Ave.,  between  74th 
and  75th  Sts.  (Tel.:  874-8500).  Stylish  African-American 
temple  of  updated  soul  food.  Try  the  Harlem-style  chick- 
en wings,  lima  bean  soup,  seafood  okra  gumbo,  St.  Louis 
backyard  barbecued  ribs,  pork  chops  smothered  in  gravy 
and  onions,  and  honey-dipped  Southern  fried  chicken. 
Desserts  arc  traditional  and  designed  to  satisfy  the  most 
ravenous  sweet  tooth.  ■ 
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OU'RE  PSYCHED  A10UT  THE  FUTURE. 


YOU'RE  FULL  OF  NEW  IDEAS. 


YOU'RE  LOOKING  TO  START  A  BUSINESS 
you1  re  ttie  juu  on  t£e  [eft. 


Jlieij  SCLlj    retirement  means  the  end  of  your  working  years. 

We  Say  plan  well  -  so  you  can  redefine  retirement  any  time  and  any  way  you  want.  For  many, 
it  will  be  a  bridge  to  a  second  career.  A  new  business.  Or  a  true  labor  of  love.  At  PaineWebber,  we 
know  that  different  ways  of  thinking  about  retirement  also  mean  different  ways  of  helping  you 
plan  for  it.  A  PaineWebber  Investment  Executive  can  help  you  find  your  own  path  through  the 
multitude  of  investment  choices  that  are  out  there  today.  With  advice  tailored  to  your  individual 
goals  and  needs,  as  well  as  your  own  personal  timeline.  When  you  know  that  retirement  could  lead 
you  to  the  best  job  description  of  all  —  doing  what  you've  always  wanted  to  do  — 
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sa 
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Thank  you  PaineVfebber 


>egin  a  relationship  with  a  PaineWebber  Investment  Executive,  call  I-888-PWJ-200I,  Ext.  30,  or  visit  our  web  site  at  www.painewebber.c 


Other  Comments 


Turn  of  the  Century 

In  1901,  Theodore  Roosevelt  said, 
"No  prosperity  and  no  glory  can 
save  a  nation  that  is  rotten  at  heart." 
Presidents  used  to  worry  about 
things  like  that  in  1901. 
-Rush  Limbaugh 

Surface,  Not  Substance 

FOR  ALL  his  rhetorical  skills  and  his 
quick  mind,  [Mr.  Clinton]  has  no  tal- 
ent for  organizing  a  government  capa- 
ble of  making  and  executing  policies  in 
a  systematic  way.  He  temporized  over 
the  slaughter  in  Bosnia  for  years  and 
ultimately  sold  out  to  Slobodan  Milo- 
sevic. "Slobo"  prompdy  began  anoth- 
er slaughter  in  Kosovo.  Clinton  solved 
the  problem  of  the  Chinese  threat  to 
Taiwan  by  in  essence  taking  the  side  of 
a  Communist  country  against  a  demo- 
cratic Taiwanese  government. 

Saddam  Hussein  has  figured  out  just 
how  to  take  advantage  of  Bill  Clinton's 
weaknesses.  And  this  is  a  president 
with  a  high  job-approval  rating? 
-George  Melloan, 

Wall  Street  Journal  Europe 

Don't  Go  Nuts 

AS  MUCH  AS  I  WOULD  LIKE  schools 

and  day  cares  to  ban  peanuts  for  the 
safety  of  my  child,  I  don't  believe 
bans  are  the  best  approach. 

Bans  create  a  false  sense  of  security. 
It's  not  enough  to  oudaw  peanut  but- 
ter and  jelly  sandwiches.  Cookies,  pie 
crusts,  candy  and  other  foods  can  con- 
tain peanuts,  and  it's  unrealistic  to 
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expect  school  staff  to  religiously  read 
the  labels  of  all  foods.  Second,  it's  not . 
fair  to  ban  peanuts  and  not  other  foods 
that  can  cause  life-threatening  aller- 
gies, such  as  milk  and  eggs.  Third, 
children  need  to  learn  to  get  along  in 
a  world  with  peanuts.  Finally,  bans  are 
divisive,  causing  hard  feelings  among 
parents  whose  cooperation  is  needed. 
-Gideon  Gil,  The  Courier-Journal 
(Louisville,  Ky.) 


There  are  two  tragedies  in  life. 
One  is  to  lose  your  heart's 
desire.  The  other  is  to  gain  it. 

-Man  and  Superman, 
bv  George  Bernard  Shaw 


Building  Envy 


He  pulled  into  the  driveway  of  a 
modest-sized  Sherman  Oaks  house 
being  refaced  with  red  brick.  I  guessed 
it  was  a  status  symbol  of  some  sort 
because  brick  is  very  expensive  on  the 
West  Coast.  The  owner  of  the  house 
was  disguising  his  little  cottage  with  a 
whole  new  facade.  Instead  of  looking 
like  a  modest  California  bungalow,  it 
would  look  like  certain  pet  hospitals  in 
the  Midwest,  real  high-rent  stuff. 
-aA"  is  for  Alibi,  by  Sue  Grafton 

Air  Raid 

Since  the  Gulf  war,  efforts  to  oust 
Saddam  Hussein  have  run  into  the 
fundamental  problem  diat  there  is  no 
viable    opposition    movement   inside 
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"If  you're  not  a  good  boy,  Santa  will  bring  you  only  educational  toys. 


Iraq.  The  most  concrete  effort  by 
U.S.  officials  to  create  an  opposition  is: 
Radio  Free  Iraq,  [which]  began  beam- 
ing Arabic-language  news  toward  Sad- 1 
dam's  impoverished  minions  on  Oct. 
30.  Housed  in  the  Prague  headquar- 
ters of  Radio  Free  Europe/Radio 
Liberty,  it  is  supposed  to  do  for  Iraq 
what  RFE/RL  did  for  Eastern  Europe 
in  the  Cold  War:  gradually  undermine 
totalitarian  rule  with  the  most  potent 
weapon  of  all,  information. 
-Jeremy  Druker, 
U.S.News  &■  World  Report 

Security  Blankets 

Children  appreciate  the  power  ofi 
ritual.  Seemingly  small  gestures,  suchl 
as  reciting  the  Pledge  of  Allegiance  ini 
the  morning  or  thanking  God  before 
a  meal  can  provide  significant  benefits.- 
Children  deserve  to  know  what  to  ex- 
pect from  life,  and  they  also  deserve  to 
know  what  is  expected  of  them.  Con- 
sistency and  reliability  contribute  to  a 
belief  in  an  ordered  world  that  makes 
sense — helping  to  rescue  childhood. 
-Michael  Medved,  film  critic,  in 
Hillsdale  College's  Imprimis 

Christmas  Cheer 

I  was  seven,  and  I  certainly  couldn't 
figure  out  what  a  book  was  doing 
under  the  Christmas  tree. 

Three,  four  and  five  hours  later  I 
knew.  From  the  moment  blind  Pevv'j 
cane  comes  tap-tapping  to  the  dooi 
of  the  Admiral  Benbow  Inn  until  Jim 
Hawkins  is  safely  home  again  from 
Treasure  Island,  I'd  been  on  the  kind 
of  trip  that  grown-ups  pay  drug  deal- 
ers and  liquor  merchants  huge  sums 
of  money  to  take  them  on,  and  1 
couldn't  wait  to  sign  up  for  my  next 

I  defy  anyone  to  describe  such  a  glo- 
rious day  spent  watching  television 
Even  the  best  of  TV  marathons — th< 
ones  featuring,  say,  two  spine-tingling 
football  games — invariably  leaves  on( 
feeling  logy  and  about  ten  pounds  over 
weight.  Reading  causes  you  to  skip 
meals  in  your  excitement;  TV  viewing 
causes  you  to  eat  about  three  more  o 
them  than  you  had  ever  intended. 
-Wilfrid  Sheed,  New  York  Times  ■ 
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Internet  Access 


remle 

Good  things  always  come  in  3's. 


With  MSN   Internet  Access, 

you  get  the  speed  and  reliability  of  the  latest  Microsoft®  Internet 
technology— try  It  FREE*  with  a  full  month  of  unlimited  hours! 
That's  one  month  of  unlimited  Internet  and  e-mail.  Then  if  you 
love  it,  do  nothing  and  keep  getting  unlimited  hours  of  MSN 
Internet  Access  and  e-mail  for  just  $19.95/month. 

MSN  Internet  Access  uses  Microsoft  Internet  Explorer  4 
software— that's  the  latest,  fully  integrated  Internet  software 
from  the  people  who  created  your  Windows®  operating  system. 
And  MSN  received  an  A-rating  for  speed  and  reliability  from 
Inverse  Network  Technology— a  leading  industry  analyst.  *  * 
If  you're  already  online,  pop  in  the  CD  and  put  Microsoft 
technology  to  the  test— side-by-side  with  your  current  service. 


It's  already  on  your  Windows  95  or  98-based  desktop. 

Just  click  on  the  MSN  icon  on  your  desktop  for  offer  details 
and  to  start  your  FREE*  month  of  unlimited  hours  right  now. 
Or  if  your  icon  is  missing,  call  1-800-255-7059,  dept.  0856, 
and  we'll  rush  you  a  free  CD  with  everything  you  need  to  get 
started— plus  a  free  Microsoft  software  bonus  pack. 


>  of  trie  Windows®  95  or  higher  operating  systems  only.  Includes  MSN  Internet  Access  client  access  software  only.  One  month  free  unlimited  trial  is  available  to  new  members  of  MSN  Internet  Access 
ie  50  United  States  and  the  District  of  Columbia  only.  A  credit  card  is  required.  Local  phone  and/or  long  distance  loll  charges  may  apply.  Local  market  network  activity  and  capacity  may  affect  access 
,  jy.  Offer  expires  June  30,  1999.  **As  validated  by  Inverse  Network  Technology.  July  1998  (www.inversenet.com).  ©  1998  Microsoft  Corporation  and/or  its  suppliers.  All  rights  reserved.  Microsoft,  MSN 
•Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  or  other  countries. 


Luxury  with  a  strong  jolt  of  adrenaline.  The  7  Series  is  the  exception  to  the  belief  that  a  luxury  car  need  be  uninspired 
boring.  New  for  1999,  this  is  an  unequivocally  spacious,  luxurious  and  safe  car.  Yet,  once  behind  the  wheel  you  beet 


iced  by  an  automobile  that's  bold.  Invigorating.  Even  daring.  The  7  Series.  It  is 

>ur  common  luxury  car.  It  is  the  prescribed  cure  for  one.  www.bmwusa.com  The  Ultimate  Driving  Machine' 


first  at. . . 
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TAILORED  CLOTHING 

We  are  pleased  to  announce 
the  Spring  1999  DKNY 
Tailored  Clothing  Collection 


i 

of  pure  wool  suits  and 
sportcoats.  Choose  two 
or  three  button  styles, 
38-42s,  38-46r.  40-461. 
Dress  trousers  in  a 
selection  of  solids  and 
patterns  are  designed 
in  a  variety  of  fabrics. 
Suits:  495.00-595.00 
Sportcoats:  350.00-395.00 
Dress  Trousers:  195.00 
In  The  Men's  Store  on  the 
Lower  Level.  59th  Street. 
For  personal  shopping 
assistance,  call  At  His 
Service,  212-705-3030. 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


HONG  KONG  AND 
Hong  Kong  in  late  Oi  roBER  presented  the  same  curious 
mixture  of  optimism  and  pessimism  that  Kip  Forbes  and  I 
saw  in  other  parts  of  Asia.  The  pessimists  compare  the 
depths  to  which  Hong  Kong's  economy  has  slipped  with 
the  glory  days  of  a  decade  ago.  The  optimists  counter  that 
even  the  present  "depths"  are  not  all  that  bad  and  that 
prospects  tor  the  future  are  bright,  albeit  not  as  bright. 

Government  officials  are  among  the  optimists — and  have 
economic  statistics  to  bolster  their  outlook.  Last  year's 
growth  rate  was  5.3%;  there  was  a  budget  surplus — and  no 
government  debt;  the  balance  of  trade  is  favorable;  and 
inflation  is  at  2  5%.  Unemployment  is  the  only  black  mark, 
hovering  at  5%,  the  highest  it  has  been  in  IS  wars. 

Attacks  by  currency  speculators  were  defeated  when 
the  government  reluctandy  ^nd  temporarily  set  aside 
free-market,  noninterventionist  policies  y\nd  stepped  in  to 
keep  the  exchange  rate  linked  to  the  U.S.  dollar.  Inciden- 
tally, the  government's  brief  play  on  the  market  made 
Hong  Kong  quite  a  lot  of  money.  At  the  same  time,  the 
government  refused  to  introduce  foreign  exchange  con- 
trols and  kept  goods  and  capital  moving  freely. 

The  pessimists  say  asset  prices  have  fallen  50%,  wages 
have  dropped  ,\nd  real  estate  is  down  about  60%  from  last 
year.  With  the  Asian  economies  (Japan,  Thailand, 
Indonesia  .\n<\  others)  as  closely  interrelated  as  they  are,  the 
weakness  of  a  single  one  cannot  help  but  adversely  affect 
the  others.  Indeed,  Hong  Kong  expects  growth  to  be  very 
rruich  lower  this  vear,  perhaps  even  negative.  A  recent  sur- 
vey shows  that  75%  of  employers  believe  it  will  take  two 
years  for  a  full  economic  recovery;  others  think  it  will  take 
at  least  three.  Meanwhile,  many  companies  will  lay  off 
more  employees,  and  most  will  freeze  all  new  hiring. 

The  major  banks1  decision  to  cut  0.25%  from  their 
prime  lending  rate  will  help,  and  as  growth  slows  and 
unemployment  stays  at  5%  (low  by  most  countries'  stan- 
dards, but  high  for  Hong  Kong),  property  values  will 
continue  to  drop  from  their  absurd  highs. 

Statistics  and  surveys  cannot  convey  the  basic 
strengths  of  Hong  Kong.  The  government  is  determined 
to  maintain  the  policies  that  have  worked  so  well  in  the 
past.  Mrs.  Anson  Chan,  the  exceptionally  skilled  head  of 
the  civil  service,  told  us  there  would  be  no  currency 
devaluation  and  that  the  currency  would  remain  linked 
to  the  dollar.  Hong  Kong's  banks  are  strong  and  are  able 


THE  PHILIPPINES 

to  absorb  the  shrinking  real  estate  and  stock  prices. 

There  seems  to  be  no  lessening  of  the  energy  and  vitali- 
ty that  have  contributed  so  much  to  Hong  Kong's  success. 
Recovery  will  depend  on  restoring  frill  confidence — confi- 
dence that  brings  investors  back,  restarts  the  flow  of  capital 
and  justifies  the  risks  that  produce  jobs,  growth  and  pros- 
perity. Given  the  government's  determination  to  foster  this 
great  economic  engine's  return,  and  given  Beijing's  contin- 
ued willingness  to  leave  Hong  Kong's  government  alone, 
there  are  far  more  reasons  for  optimism  than  pessimism. 

The  Philippines:  A  Much  More  Difficult  Case 

Since  President  Fidel  Ramos  took  office  in  1992  the 
Philippines'  sad  economy  had  been  experiencing  slow 
but  steady  growth.  The  economic  problems  in  Asia, 
however,  along  with  some  internal  weaknesses  of  its 
own,  have  unfortunately  set  the  Philippines  back  again. 

The  peso  has  lost  35%  of  its  value;  inflation  has  nearly 
doubled  from  last  year,  to  9.5%;  and  unemployment  is  ex- 
ceeding 10%.  Interest  rates,  which  soared  to  over  19%,  are 
gradually  coming  down.  The  economy,  originally  estimated 
to  grow  3%  to  4%  in  1998,  is  now  targeted  at  only  1.5%. 
The  banks'  nonperforming  loans  are  expected  to  peak  at 
15%,  which  is  manageable,  but  bank  lending,  ordinarily  the 
source  of  most  growth,  has  slowed  dramatically.  The  good 
news  is  that  exports  grew  21%,  to  $2.5  billion,  in  July  alone. 

The  new  government  of  President  Joseph  Estrada  has 
fortunately  adopted  pro-business  market  policies.  It  has 
begun  to  reduce  the  deficit  and  has  announced  measures 
to  modernize  agriculture  and  improve  housing,  educa- 
tion and  health.  Vice  President  Gloria  Macapagal -Arroyo 
told  us  that  the  government  is  determined  to  stay  this 
course,  knowing  it  will  attract  vitally  needed  foreign  cap- 
ital. They  are  on  the  right  track:  Philippine  dollar-denom- 
inated bonds  are  being  recommended  by  New  York  secu- 
rity firms,  and  Ford  Motor  is  going  ahead  with  its  plans 
to  establish  a  $100  million  assembly  plant  in  Santa  Rosa. 

The  Philippines  is  much  better  off  than  most  of  its  neigh- 
bors, but  it  has  a  fair  distance  to  go.  Unfinished  buildings 
scar  the  Manila  skyline;  traffic  congestion  remains  a  prob- 
lem; and  much  of  the  country's  infrastructure  needs  sub- 
stantial strengthening  and  renewal.  But  there  are  still  many 
reminders  of  Manila's  storied  past,  one  of  my  favorites  being 
the  old  Manila  Hotel,  resplendent  after  renovation.         H 
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ONCE      UPON     A     T  I  M  Ex 
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CO  M  PAN  Y'S 

DECISIO 
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INFORMATION 


~ 


\s  \iiii  begin  to  enhance  your  supply  and 
demand  chain,  one  tact  becomes  alarmingly 
clear:  While  you  have  more  information  than  ever, 
it  is  far  less  valuable  than  it  needs  to  lx\ 

More  than  ever,  you  arc  rotalK  dependent 
upon  the  quality,  reliability  and  usefulness  of 
the  information  that  Hows  from  one  end 
\our  company  to  the  other. 


What  von  need  is  something 
I  hm  &  Bradstreei  call  "intelligent  information" 
Information  thai  is  organized,  analyzed; 
enhanced  and  helpful  in  forecasting  the  future. 
Information  that  is  derived  from  the  largest 
database  of  its  kind — one  that  contains 
information  on  more  than  50  million  businesses 
worldwide  —  updated  °o(). ()()()  times  a  day. 


Information  that  could  mean  the  diffen  > 
between  fact  and  fiction,  profit  and  loss 

To  learn  more  about  how  D&B  can    I 
with  your  information  needs,  call  1-8(K>-717-  | 

i'i  \  i sit  our  Web  site  at  www.dnb.com. 


Dun  &  Bradstrt  i 
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Digital  rules 

Technology  and  the  new  economy 


By  Rich  Karlgaard,  Publisher 

publishcr@tbrbes.com 


THE  HIGH-MARGIN  DANGER  ZONE 


\hver  my  FRIEND  George  Gilder  gets  to  gabbing,  I 
lean  in  close.  No  one  else  comprehends  the  trends  and  tra- 
cctories  of  the  Digital  Age  like  George.  As  a  powerful, 
switch-hitting  technologist  and  economist,  he  is  able  to 
peg  the  steady  expansion  of  chip  speeds  and  bandwidth 
to  sudden  business-inflection  points — those  dramatic  mo- 
ments when  a  new  business  model  dethrones  the  old. 

Latch'  George  has  been  talking  up  The  Innovator's  Di- 
lemma, by  Clayton  Christensen,  a  Harvard  Business 
School  professor.  In  a  sea  of  mostly  worthless  business 
books,  this  is  an  upside  surprise — sharply  written  and  rig- 
orous enough  to  be  predictive.  Christensen's  thesis: 
Great  companies  blow  it  precisely  because  they  do  every- 
thing right.  He  explains  why  top  companies  that  had  lis- 
tened hard  to  customers  ,md  invested  like  crazy  in  new 
technologies  stilllost  their  market  leadership  when  con- 
fronted with  disruptive  changes  in  technology  and  mar- 
ket structure.  Poor  managers  are  not  to  blame.  Nor  are 
bureaucracy,  late  technology  or  tired  executive  blood. 
The  culprits  are  size  and  a  company's  best  customers. 

Later  Is  Too  Late 

Take  growth.  If  you  aspire  to  high  market  caps,  you'll 
have  to  become  a  growth  company;  nothing  less  than  10% 
sales  growth  will  do.  Easy  for  a  small  company,  but  for  a  $20 
billion  outfit,  you're  talking  $2  billion  in  incremental  sales. 
That's  a  huge  nut  to  crack — so  huge  that  itty-bitty  markets 
are.  of  no  interest.  Yet  the  most  disruptive  of  technologies — 
those  that  create  whole  new  industries  (the  telephone,  the 
car,  the  radio  and  the  microprocessor) — always  start  out 
very  small.  Typical  early  markets  consist  of  a  few  crazed  pio- 
neers who  look  like  litde  more  than  hobbyists.  Big  compa- 
nies, surveying  this  amateur  enduisiasm  lying  layers  below 
them,  always  figure  they'll  jump  onto  the  bandwagon  later, 
just  before  the  mainstream  market  takes  off. 

In  theory  that  makes  sense,  and  that's  what  business 
schools  teach.  That's  how  salary-driven  managers  in  large 
companies  see  it,  too:  Wait  and  see;  evaluate;  jump  in  only 
when  the  market  gets  big  enough.  But  there's  one  prob- 
lem: Incumbents  who  jump  into  disruptive  new  markets 
invariably  find  that  die  amateurs  have  aced  the  core  com- 
petancies  and  now  command  the  sales  and  distribution 
choke  points.  Also,  they  possess  the  new  brands. 

Another  large  company  dilemma:  resource  allocation. 


M 
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B-school  tells  you  to  focus  your  capital  and  technology  on 
the  most  profitable  products  demanded  by  your  best  cus- 
tomers. That  seems  logical,  but,  in  reality,  your  best  cus- 
tomers can  lead  you  up  the  high-margin  mountain.  From 
such  heights  you  can  no  longer  see  what's  happening  in  the 
grubby  litde  markets  below.  Example:  Digital  Equipment 
Corp.  followed  its  A-list  corporate  customers  up  the  margin 
mountain  and  by  1987  had  reached  $7.6  billion  in  sales  and 
a  $26  billion  market  cap.  How  antlike  the  PC  and  worksta- 
tion market  must  have  looked  from  those  heights! 
Postscript:  By  1992,  Digital's  market  cap  had  tumbled  90%, 
to  $2.6  billion — diis,  during  a  time  when  the  S&P  doubled. 
The  Innovator's  Dilemma  could  be  the  wake-up  call 
you  need.  But  it  also  raises  the  question:  Which  compa- 
nies are  heading  up  the  margin  mountain  now? 

Eaten  by  Software 

A  few  issues  ago,  I  speculated  that  professional  services 
could  be  a  high-margin  trap.  Several  readers  protested. 
After  all,  services  have  been  a  salvation  for  many  compa- 
nies, IBM  being  a  prime  example.  Its  services  are  boom- 
ing worldwide,  providing  revenue  growth  with  good 
margins,  and  its  stock  is  up  800%  from  the  dark  days  of 
1992.  Lou  Gerstner,  a  heroic  leader  with  a  relentless  cus- 
tomer focus,  has  proven  himself  a  titan.  But  I  still  say  ser- 
vices are  vulnerable.  Each  new  turn  of  Moore's  Law 
enables  software  to  do  miraculous  things.  Combine  that 
with  a  global  trend  toward  cheap,  self-service  (e.g.,  ATM 
machines,  on-line  travel  bookings,  stock  trades  for 
$14.95,  etc.),  and  you  don't  have  to  stretch  too  far  to 
predict  carnage  in  many  high-margin  services.  Software 
can  easily  render  a  service  routine. 

Take  one  radical  idea:  Jini,  the  latest  software  brainchild 
of  Sun  Microsystems'  cofounder,  Bill  Joy.  Joy  has  cooked  up 
a  scheme  to  link  any  digital  device — palmtop  to  supercom- 
puter— with  another.  The  device's  operating  system  doesn't 
matter.  Just  walk  up  to  another  device  and  beam  your 
infrared  connector  and — bingo — you're  linked  and  talking. 
Jini  also  allows  your  little  PalmPilot  to  draw  unused  pro- 
cessing power  from  a  supercomputer.  Lord  knows  if  it  will 
work.  But  don't  bet  against  Joy;  he  gave  us  Unix  and  Java. 

If  Jini  works,  what  will  it  do  to  the  $300  billion  glob- 
al IT  services  industry?  It  could  blow  some  service  ven- 
dors off  the  high-margin  mountain.  ■■ 
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Genius  by  Maya. 

Brilliancy 
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by  Ciba. 


The  most  inspired  ideas  are  made  even  brighter 
by  unique  colors  from  Ciba. 


Great  art  takes  imagination  and  a  talent  for  seeing  things  in  new  ways.  So  does 
great  science.  For  decades,  Ciba  Specialty  Chemicals  has  been  a  master  in  the 
field  of  color,  producing  and  applying  rich  shades  to  fabrics  and  vivid  pigments 
to  automobiles.  Now,  by  leveraging  our  global  resources,  we  are  expanding  our  color  portfolio  with 
products  that  do  more  for  industry  and  consumers — with  less  impact  on  the  environment. 

We're  redefining  the  business  of  color.  For  example,  we've  developed  inks  for  ink  jet  application  on 
fabrics,  and  a  new  generation  of  pigments  that  disperse  as  easily  as  a  dye,  yet  have  deep,  lasting,  high- 
grade  color.  Today  you'll  find  Ciba  colors  brightening  papers,  textiles,  paints,  inks  and  electronics. 


Ciba's  innovation  colors  a  full  spectrum  of  the  world's  products. 


For  more  information  about  Ciba  Specialty  Chemicals, 
visit  our  website  at  www.cibasc.com  or  fax  914  785  2211. 


Ciba 

Value  beyond  chemistry 


Go  out  to  eat.  Way,  way  out. 


Instead  of  paddling  down  the  stream  of  monotony,  why  not  a  change  of  scenery? 


The  new  Ford  Explorer  Limited  is  the  perfect  choice  to  make  a  smooth  transition  to  a  new  setting. 


Look,  we  all  need  a  break  from  the  local  scene  routine. 


New  1999  Ford  Explorer  Limited 

Leather  seating  surfaces.    290-watt  MACH*  audio  system. 

New  available  side-impact  airbags'.    Available  Control-Trac  system  for  automatic  4WD  traction  when  needed. 

Explorer  is  a  Low  Emissions  Vehicle  that  runs  cleaner  than  most  passenger  cars  on  the  road  today. 

•Available  1st  quarter  1999.  Always  wear  your  safety  belt  and  secure  children  in  the  rear  seat 


l-800-258-FORD(  M 
www.fordvehides.c 


eyeball 

"to  see  a  world  in  a  grain  of  sand.. ."/Edited  by  Ben  Pappas 

Sleeping  on  the  job 


m 


Memo  to  staff:  Go  to  sleep! 

ResCare,  Inc.  an  Iowa-based  health  care 
provider,  recently  set  up  a  full-time  nap  room, 
complete  with  cots  and  a  door  sign  that  makes 
no  apologies:  "Napping  in  Progress." 
PT&Co.,  a  Manhattan  public  relations  firm, 
also  encourages  employees  to  take  midday 
rests  in  an  office  stocked  with  oversized  black 
pillows. 

Conrail  Inc.,  the  S3. 6  billion  Philadelphia- 


based  rail  freight  outfit,  takes  snoozing  one 
step  further.  It  has  strict  napping  policies  for 
its  engineers  and  conductors;  they're  instruct- 
ed when  and  where  to  hit  the  hay,  and  even 
for  how  long.  Conrail  freight  yards  are 
equipped  with  soundproof  nap  rooms  and  La- 
Z-Boy  recliners. 

It  used  to  be  that  sleeplessness  and  fatigue 
denoted  industriousness  and  commitment  to 
the  task  at  hand.  These  days  employers  are 
recognizing  it  probably  just  means  you're 
screwing  up.  It's  a  question  of  dollars  and 
cents,  not  character.  The  National  Sleep 
Foundation  figures  overtired  employees  cost 
business  $18  billion  a  year. 

The  result:  the  new  nap-friendly  attitude  in 
the  workplace.  Besides,  a  lot  of  workers  are 
sleeping  on  the  job  anyway.  The  new  tolerance 
just  lets  them  use  a  pillow. 

"There's  a  lot  of  secret  napping  going  on," 
says  Dr.  William  Anthony  author  of  The  Art 
of  Napping  (Larson  Publications),  who  says 
that  he  knows  a  good  many  chief  executives 
who  like  to  sneak  a  catnap.  "I  try  to  convince 
them  to  go  public,"  says  Anthony,  "but  they 
fear  the  company  might  be  made  fun  of." 


Keeping  a  straight  face 


The  drug 
took  off 
when  women 
saw  that 
weakening 
face  muscles 
could  reduce 
wrinkles. 


You've  heard  of  the  power 
tie   and   the   power   suit. 
How   about   the   power 
face?  An  immobile,  unruf- 
fled demeanor  makes  a 
person       intimidating — 
whether  at  the  poker  table 
or  the  negotiating  table.  The 
trouble  is,  it's  hard  work  master- 
ing your  emotions  to  achieve  the 
necessary  level  of  self-control.  Now 
there's  no  need  to  go  to  all  that  trouble, 
thanks  to  Botox,  a  drug  that  temporarily  para- 
lyzes the  facial  muscles. 

Botox,  made  of  botulinum  toxin,  was 
launched  on  the  market  ten  years  ago  for 
patients  with  severe  eye  spasms.  The  drug  took 
off  when  women  discovered  that  weakening 
face  muscles  was  an  effective  way  to  reduce 
wrinkles  without  plastic  surgery.  Now  derma- 
tologists say  an  increasing  number  of  profes 


sional  men,  age 
40    to    55,    are 
clamoring  for  the 
shots  to  get  that 
instant  poker-face 
effect. "It's  a  coun- 
trywide phenome- 
non,"   says    Richard 
Glogau,  a  clinical  professor  of  der- 
matology at  the  University  of  Cali- 
fornia, San  Francisco.  According  to 
Glogau,  use  of  Botox  by  men  in  the  past 
several  years  has  grown  from  nothing  to  35%  of 
the  half-million-plus  Botox  users. 

The  treatment  isn't  cheap.  Injections  run 
$500  a  pop  and  executives  have  to  return  to 
the  doctor  every  three  to  five  months  to  main- 
rain  their  new  facade.  Risks  are  marginal,  how- 
ever, except  for  one  little  side  effect  that  may 
doing  business  a  bit  tougher:  You  can't 
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The  Forbes/Bridge  Economic  Forecast 

Edited  by  Shlomo  Z.  Reifman 

4-wk 

Actual 1998  est %  chg 

HE  U.S.  ECONOMY  last  year          latest  mean  high  low      in  mean 

Automobile  sales '  (mil)  "  "{5.5 ~1 5.7*«t  "1 5.0  1 5.9  1 2.0        0.6 

Capacity  utilization  (%)  83.3            80.6  oct  81.8  82.5  81.0         0.3 

New  housing  starts' (thou)  1,475           1.594*°°'  1,542  1,610  1,450         0.1 

Retail  sales 3($bil)  2,552           2,662*°*  2,420  2,693  2,100         NA 

Trade  balance' CStail)  — ng.7         -151 l.5*sep  -20.5.3  -1.20,0  -252.0 .....3.0 . 

Unemployment  rate  (%)  4.7              4.6  oct  4.6  5.0  4.2         0.2 

Gross  domestic  product6(%)  3.9             3.9  3rd  qtr  3.1  3.6  2.5        1.0 

Vnflation 

CPI  services,  (unadjusted)  (%)  2.7              2.5  oct  2.7  .3.1  2.2        1.5 

CPI  tota|  (unadjusted). .(%)_  _)_■]_              1-5«t  1.6  1.9  1-4_...^-8. 

Onterest  rates 

30-year  Treasury  yield  (%)  5.92              5.25  5.35  6.00  4.90         0.8 

3Hm)nthTrea^ryyield(%)  " 5.35 4.43  4^  JA2  AM        -2.2 

©RICES 

CRB-Bridge  spot  indexes  271.81          242.01  260.00  270  250          6.9 

"  Gold  per  troy  ounce  ($)  ""  288.80          297.80  287.00  295  280          2.1 

Oil/bbl  W  f exas  Intermediate  ($)  "  "  17.63           12.13  16.18  18  15          2.8 

Currency 

German  marks  per  dollar  1.80             1.68  1.72  1.85  1.61      -1.7 

Yen  per  dollar  130              122  129 160 115-3.9 


{^EDERAL  FUNDS  WATCH  Next  Federal  Reserve  meeting:  Dec.  22, 1998 
Current  rate:  4.75%  Last  action:  Nov.  17, 1998     -25  basis  points 

Likelihood  of  shift  in  interest  rates  in  the  next  90  days  by  the  Federal  Reserve 


Very  likely 


Possibility  of  decrease  or  increase 


Very  unlikely 


Estimates  are  contributed  by  leading  economists,  who  are 
surveyed  biweekly  by  Bridge  Information  Systems  and 
Forbes  magazine.  Consensus  forecasts  as  of  1 1/1 8/98. 


Wayne  Ayres,  chief  economist  at 
BankBoston,  sees  another  25-basis- 
point  reduction  in  short-term  interest 
rates  (federal  funds),  to  4.5%,  by  next 
spring.  His  prediction  is  based,  in  part, 
on  the  recent  slump  in  the  Conference 
Board's  Consumer  Confidence  Index. 
This  bellwether  yardstick  fell  for  the 
fourth  consecutive  month  in  October, 
suggesting  that  American  consumers 
will  slow  down  their  spending  in  the 
months  ahead.  Ayres  points  out  that 
consumer  spending  accounts  for  67% 
of  U.S.  gross  domestic  product.  He 
anticipates  a  Fed  rate  cut  will  be 
needed  in  1999  to  stimulate  the  econ- 
omy. Ayres  thinks  that  consumer  con- 
sumption will  increase  about  4.4%  this 
year  but  that  even  after  another  rate 
cut  it  will  grow  only  2.6%  in  1999. 

SPECIAL  FOCUS 


Capacity  utilization 


NDJ     FMAMJ     JAS0 

A  worsening  capacity  glut:  Factory 
utilization  declined  0.4  percentage 
points  in  October,  to  80.6%.  That's 
1.5  points  below  the  1967-1997 
average  and  2.4  points  less  than  a 
year  ago.  Our  survey  economists 
expect  1999  usage  of  only  80.5%. 
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The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  eight  equally  weighted 
elements:  the  cost  of  services  relative  to  all 
consumer  prices,  the  level  of  new  orders  for 
durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new 
housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales 
and  total  consumer  installment  credit. 


Our  Web  site,  www.forbes.com.  has  daily 
updates  on  economic  estimates  and  detailed 
information  on  Forbes  Index  components. 


*pe 


•Twelve  months.  'Autos,  light  and  heavy  trucks,  including  imports   Total  single  and  multiple  family,  seasonally  adjusted  'Excluding  autc  sales,  annualized  and  seasonally  adjusted. 

'Total  goods  and  services,  annualized  and  seasonally  adjusted.  •  ercent  of  civilian  labor  force  'Quarter-to-quarter  percent  change,  annuae."  i  NA  Not  applicable.  Source:  Bridge  Information  Systems  Int 
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A  promise  that  some  reelings  just  can't  be  expressed  with  words. 


A  promise  the  most  priceless  art  oi  all  belongs  on  a  rerrigerator. 


A  promise  to  provide  you  with  more  than  just  a  set  or  crayons. 


help  you  keep  your  promises.*  For  more  than  145  years,  people  across  America  have  relied  on  us  to  insure 
eir  lives  and  financial  future.  With  over  $160  hillion  in  assets  under  management  and  excellent  ratings, 
assMutual  and  its  subsidiaries  have  the  iinancial  strength  to  help  families  and  businesses  keep  their  promises, 
r  expert  guidance  or  for  career  opportunities  in  sales,  call  your  local  MassMutual  professional  or  1-800-272-2216. 

(§)  MassMutual 

The  Blue  Chip  Company SM 

e  Insurance  *  Disability  Income  Insurance  ♦  Annuities  *  Retirement  Services/ 40 l(k)  Plans  ♦  Investment  Management 

©1998  Massachusetts  Mutual  Life  Insurance  Co  .  Springfield,  MA  01111    http//www.massmutual  com    Securities  products  and  services  offered  through  MML  Investors  Services.  Inc  ,  a  MassMutual  subsidiary 
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WALL  STREET 


Nobody 
wants  to  kill 
the  golden  goose 


Long-Term  Capital 
notwithstanding, 
hedge  funds  are 
here  to  stay. 
One  reason-. 
They  create  lots 
of  business  for 
Wall  Street. 


By  Matthew  Schifrin  and  Caroline  Waxier 


One  day  last  month 
Patrick  Lynch,  a 
senior  managing 
director  of  ing 
Baring  Furman  Selz 
in  New  York, 
packed  his  golf  clubs  and  enplaned 
for  Rancho  Mirage,  Calif.  He  was 
bringing  together  20  of  his  hedge 
fund  clients  with  some  250  pension 
fund  managers  who  might  be  inter- 
ested in  using  their  services. 

Hedge  funds  might  seem  a  hard 
sell  in  the  wake  of  the  collapse  of 
Long-Term  Capital  Management 
and  the  multi- billion-dollar  losses 
suffered  at  its  hands  in  recent 
months  by  investors,  banks  and 
investment  firms. 

Not  so.  Despite  the  horror  stories, 
the  bluest-chip  Wall  Street  firms — 
Morgan  Stanley  Dean  Witter;  Gold- 
man, Sachs;  Merrill  Lynch;  Bear, 
Stearns — continue  to  actively  court 
hedge  fund  business.  They  do  so  for 
the  simple  reason  that  hedge  funds 
are  ideal  customers— creating  huge 
volume,  frenetic  trading,  vast  debit 
balances  and  lots  of  short  sales. 

Most  investment  houses  deal  with 
hedge  funds  through  mundane 
departments  called  prime  brokerage. 
This  unglamorous  back-office  type 
stuff  can  be  a  gold  mine,  carrying 
minimal  risks  and  bringing  a  high 
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return  on  capital.  Listen  to  Richard 
Harriton,  head  of  clearing  at  Bear, 
Stearns:  "Our  whole  business  is 
debits,  credits  and  shorts — I  often 
describe  it  as  a  boring,  steady-grow- 
ing business,  but  very  profitable." 

In  1990  there  were  about  600 
hedge  funds  in  the  U.S.,  and  they 
had  assets  of  an  estimated  $38  billion. 
Today  there  are  some  3,300  with 
assets  of  $375  billion.  Their  transac- 
tions now  mount  into  the  trillions  of 
dollars.  Prime  brokers'  margins  are 
slim,  a  half-penny  on  a  dollar.  But 
multiply  by  a  trillion?  Well,  you  get 
the  point.  As  Harriton's  partner 
Michael  Minikes  puts  it,  prime  bro- 
kerage is  one  of  the  reasons  Bear, 
$tearns  has  a  high  return  on  equity. 

Financial  houses  are  secretive  about 
the  business.  None  breaks  out  rev- 
enues derived  from  dealing  with 
hedge  funds.  It  is  mostly  buried  in 
items  like  net  interest  income.  As  a 
very  rough  estimate,  Forbes  figures 
Wall  Street  prime  brokerages  gross 
well  over  $2  billion  a  year  and  bring 
a  good  part  of  it  down  to  the  bottom 
line.  This  doesn't  count  the  revenue 
that  hedge  funds  generate  for  other 
parts  of  the  firm.  Small  New  York 
hedge  fund  Meyer,  Duffy  &  Associ- 
ates, for  example,  has  steered  invest- 
ment banking  business  to  ING  Barings 
from  companies  it  owns  large  stakes 
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in.  Other  hedge  funds  generate  com- 
mission and  trading  revenue,  and  are 
big  customers  of  the  firm's  derivative 
and  repo  desks. 

Because  he  is  no  longer  in  the  busi- 
ness, Michael  Steinhardt  is  more  will- 
ing than  most  to  talk  about  it.  Stein- 
hardt Partners  was  a  Goldman,  Sachs 
prime  brokerage  client  for  over  20 
years.  Steinhardt  tells  Forbes  that  he 
traded  as  much  as  1  billion  shares  a  year  j 
and  at  his  peak  generated  some  $60  I 
million  in  commission  revenue  alone  J. 
for  Street  firms,  including  Goldman. 

Documents  filed  by  Goldman.  I 
Sachs  in  connection  with  its  canceled  1 
IPO  throw  some  light  on  the  business.  J 
For  the  six  months  through  August  J 
1998  Goldman's  revenues  from  I 
"securities  services"  increased  45%  1 
over  1997,  to  $344  million.  FORBK  \ 
estimates  that  the  biggest  part  of  this 
$344  million  came  from  hedge  funds 

Morgan  Stanley,  which  probabl) 
does  more  hedge  funds  business  thar 
any  other  firm,  showed  net  interest 
income  up  over  40%  for  the  first  nin<  ] 
months  of  1998.  A  big  contributor  tc  J 
Morgan's  bottom  line  no  doubt  wa; 
Julian  Robertson's  Tiger  Manage   | 
ment,  which,  by  some  estimates,  gen 
erates  nearly  $200  million  a  year  ir 
revenue  for  its  prime  brokers. 

The  prime  broker  essentially  lend: 
his  credit  rating  to  the  hedge  fund 
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Prime  profits 

Prime  brokers  are  often  the  main 
entry  point  for  hedge  funds  into 
brokerage  firms.  Then  the  profits 
roll  in  from  all  around  the  firm. 


The  hedge  funds 

Far  from  being  a  nightmare 

♦  on  Wall  Street,  hedge 
funds  are  actually  a 
broker's  most  coveted 
clients.  They  trade  actively  in  all 
sorts  of  securities,  borrow 
heavily  and  are  secretive.  Prime 
brokers  can  easily  charge  the 
funds  different  prices.  Over 
$375  billion  in  hedge  fund 
assets  can't  be  wrong. 


Derivatives/ 
Swaps 


\ 


Brokers 

Hedge  funds  like  to  exe- 
cute trades  all  over  The 
Street  to  take  advantage 
of  firms'  specialties  and  to  ^ 

keep  their  positions  secret. 

Brokers  report  trades  to  the 

prime  brokers,  who  act  as  a 

central  repository  for  the  funds. 

tme  broker 
^  Prime  brokers  are  often  a  brokerage  firm's  key  contacts  with 
f  hedge  funds.  Like  a  banking  operation,  they  make  most  of 
their  money  by  financing  margin  debit  balances  for  longs  and 
ding  securities  for  shorting.  Mary  firms  also  charge  ticket  fees 
)T,  say,  $15  to  $25  for  transactions  they  clear.  They  also  provide 
hedge  funds  with  all  their  reporting  and  other  back  office  needs 
and  in  some  cases  will  help  them  raise  money. 


Securities 
Lending 


Repos 


Other  brokerage  profit  centers 

A  good  prime  broker  will  introduce  hedge  funds 
to  other  departments,  generating  income. 
Some  funds,  for  example,  lever  up  using  repos 
and  derivatives.  Other  funds  are  big  buyers  of  IPOs. 
Of  course,  proprietary  trading  desks  have  been 
known  to  profit  from  hedge  fund  relationships,  or  as 
in  the  case  of  LTCM,  copy  trades  and  lose  big. 


That  is,  the  broker  borrows  the 
I  money  and  relends  it  to  the  hedge 
fund.  No  hedge  fund  eould  borrow  as 
I  cheaply  as  Morgan  Stanley,  Merrill, 
l  Goldman  or  NationsBanc's  Mont- 
gomery Prime  Brokerage  Services. 
That's  why  J. P.  Morgan,  Deutsche 
i  Bank,  ABN  Amro  and  Barclays,  with 
low  costs  of  capital,  have  recently 
entered  the  business. 

For  lending  to  the  hedge  fund,  the 
prime  broker  typically  charges 
(between  75  and  150  basis  points  over 
;  its  own  borrowing  costs.  A  really  big 
|  hedge  fund  may  get  a  break  on  bor- 
rowing; even  so  it's  not  hard  to  see 
(how  profitable  this  business  can  be: 
Even  a  50-basis-point  spread  on  $200 
[million  comes  to  SI  million  a  year. 

Hedge  funds  are  big  short  sellers. 
,  When  an  investor  sells  a  stock  short, 


the  brokerage  firm  that  lends  the 
shares  earns  interest  on  the  proceeds 
of  the  sale.  The  brokerage  firm 
rebates  most  of  the  interest  to  the 
short-sellers,  but  the  remainder  is 
almost  pure  gravy.  Easy-to-borrow 
shares  like  Microsoft  would  earn  a 
prime  broker  25  basis  points  of 
interest,  but  hard-to-borrow  foreign 
stocks  could  generate  four  times 
that.  The  more  esoteric  the  hedge 
fund's  trading,  the  more  the  prime 
broker  stands  to  earn. 

All  this  shorting  makes  hedge 
funds  a  golden  business  for  a  huge 
retail  house  like  Merrill  Lynch  or 
Morgan  Stanley  Dean  Witter,  which 
hold  billions  of  shares  of  stock  in 
Street  name  for  retail  clients. 

To  be  sure,  prime  brokers  require 
capital.  The  Federal  Reserve  requires 


that  a  prime  broker  add  its  debits  and 
short-sale  balances  together  and  have 
capital  equal  to  5%  of  the  total.  Sup- 
pose a  hedge  fund  has  borrowed 
$100  million  and  has  also  sold  short 
$80  million  worth  of  securities.  The 
prime  broker  would  be  required  to 
tie  up  capital  equal  to  5%  of  the  com- 
bined $180  million,  or  $9  million. 
The  prime  broker  would  probably 
get  100  basis  points,  or  1%,  on  the 
borrowings  and  50  basis  points  on 
the  short  balance — in  this  case  a  com- 
bined $1.4  million.  If  the  capital 
reserve  were  invested  in  safe  Treasury 
bills,  it  would  generate  another 
$400,000  in  income. 

Right  there  the  broker  earns  20%  on 
his  capital — with  only  minimal  risk. 
The  customer  balances  are  typically 
fully  collateralized  by  the  underlying 
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Prime  time  players 


The  boom  in  hedge  funds  is  transform- 
ing these  back  office  veterans  into 
front  office  execs  with  real  power. 


Unless  you  can 
raise  $50  million 
in  assets,  Morgan 
Stanley's  Richard 
Portogallo  proba- 
bly won't  call  you 
back.  Morgan  is 
renowned  for  be- 
ing able  to  borrow 
stock  globally. 


Besides  clearing 
for  bucket  shops, 
Bear,  Stearns' 
Richard  Harriton 
lists  850  hedge 
funds  as  prime 
brokerage  clients. 
Says  Harriton, 
"We  provide  one- 
stop  shopping." 


securities,  marked  to  market  on  a  daily 
basis  and  in  most  cases  there  is  a  50% 
margin  on  deposits. 

But  that's  just  the  start.  There  are 
fees  from  trading  commissions, 
income  from  derivatives,  and  clearing 
ticket  charges.  And  there  is  the  very 
considerable  advantage  that  accrues  to 
the  prime  broker's  trading  desk  from 
seeing  the  order  flows  generated  by 
the  hedge  funds.  "I  have  375  of  the 
brightest  investors  as  clients,  who  get 
up  each  morning  and  try  to  grow  my 
business,"  says  Stephan  Vermut,  chief 
executive  of  Montgomery  Prime  Bro- 
kerage Services.  "That  is  why  I  pro- 
vide them  with  so  many  sendees."  His 
firm  and  others  provide  funds  with 
accountants,  lawyers,  computers,  soft- 
ware, Internet  access  and  even  office 
space.  Vermut's  prime  brokerage  unit 
earns  a  30%  to  40%  before-tax  return 
on  capital. 

All  U.S.  investors  are  required  by 
Federal  Reserve  Regulation  "T"  to 
put  up  50%  of  the  cost  when  they 
buv  stocks  on  margin.  How  come 
hedge  funds  can  use  leverage  as  high 
as  50-to-l? 

Morgan  Stanley's  prime  brokerage 
brochure  gives  the  secret  away.  It 
says:  "As  the  business  evolves  from 
regulatory- based  lending  to  risk  lend- 
ing, Morgan  Stanley  is  well  posi- 
tioned to  accommodate  your  leverage 
needs."  Translation:  We  can  show 
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After  building  up 
Furman  Selz, 
Stephan  Vermut 
and  partner  Glen 
Dailey  went  to 
Montgomery.  Ver- 
mut will  offer  funds 
offices  at  Crocker 
Galleria  and  Citi- 
corp Center. 


Joe  Malvasio  is  the 
godfather  of  ING 
Baring  Furman 
Seiz's  hedge  fund 
row.  He'll  get  hedge 
funds  whatever 
they  need,  includ- 
ing Park  Avenue 
offices  and  pizza 
for  lunch  on  Friday. 


you  easy  ways  to  circumvent  Federal 
Reserve  margin  requirements. 

One  way  is  to  refer  business  to  off- 
shore prime  brokerage  affiliates  like 
Goldman  and  Morgan  Stanley's 
London  prime  brokerage  operations, 
beyond  the  Fed's  writ. 

Here's  another  loophole:  You  form 
a  "joint  back  office"  with  hedge  fund 
clients;  the  hedge  fund  takes  a  tiny 
"ownership"  interest  in  a  separatelv 
established  broker  dealer  set  up  for 


the  purpose  of  bypassing  Reg  "T." 
For  regulatory  purposes,  that  makes 
any  transaction  between  the  hedge 
fund  and  the  prime  broker  into  an 
internal  transaction.  The  prime 
broker  thus  has  the  latitude  to  signif-i 
icantly  reduce  margin  requirements. 

Convertbond. corn's  Steven  Seefeld 
sketched  for  Forbes  how  a  typical 
transaction  can  be  leveraged:  In  it  a 
hedge  fund  is  betting  that  Rite  Aid's' 
common  stock  will  fall  and  convert- 
ible bonds  will  fare  better.  The  fund 
buys  Rite  Aid's  5.25%  bonds  due 
Sept.  15,  2002  convertible  into 
27.62  shares  of  common  stock.  Iti 
then  shorts  27.62  Rite  Aid  common 
shares.  The  convertible  would  cost- 
Si, 340.  The  short  sale  generates  a 
credit  of  $1,273. 

Now  comes  the  leverage.  Prime 
brokers  typically  require  the  hedge 
fund  to  put  up  capital  in  an  amount 
equal  to  the  premium  or  exposed 
risk — in  this  case  the  difference 
between  the  price  of  the  bonds  and  ^l 
the  proceeds  from  the  short  sale 
S67.  For  $67  in  margin  the  hedge 
fund  is  effectively  short  27.62  share; i 
of  a  $46  stock  and  long  Rite  Aid'; 
convertible  bond  worth  SI, 340 — 
39-to-l  leverage. 

For  the  prime  brokers  the  transaction  L* 
easy  money  with  practically  no  risk. 

Not  much  risk?  Tell  that  to  tht 
investors  in  Long-Term  Capital  and  tht 


Prime  time  clients 


Hedge  funds  make  ideal  Wall  Street 
clients.  They  trade  frenetically,  use 
lots  of  financing  and  are  secretive. 
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Julian  Robertson's 
hedge  funds 
generate  an 
estimated 
$200  million 
a  year 

for  Wall  Street 
firms  like 
prime  broker 
Morgan  Stanley. 
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Former  fund 
manager  Mike 
Steinhardt  says 
that  in  his  heyday 
he  traded  a  billion 
shares  a  year  and 
borrowed  scads  of 
money.  Fees  to 
The  Street?  About 
$60  million  a  year. 


John  Merriwether's 
Long-Term  Capital 
Management  used 
Bear,  Stearns  as 
its  prime  clearing 
broker  but  was  a 
leverage  junkie  all 
over  Wall  Street. 
Now  the  leverage- 
pushers  own  him. 


Eric  Meyer  and 
partner  Don  Duffy 
run  only  $60  mil- 
lion in  funds.  But 
already  prime  bro- 
ker Furman  Selz 
has  given  them  a 
corner  office  on 
Park  Avenue. 
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!  people  who  lent  it  too  much  money. 
In  this  and  several  other  recent 

cases,  risk  management  broke  down 

at  some  of  the  smartest  houses  in  the 
i  business.  That  explains  why  Men  ill 
'  Lynch  forced  the  departure  of  Daniel 

Xapoli  soon  after  it  helped  lead  the 
:  bailout  of  Long-Term  Capital  and 
i  reported  its  first  quarterly  loss  in 
Imore  than  two  years. 

The  kind  of  leverage  Long-Term 
,  Capital  used  should  never  have  passed 
[muster.  Most  of  the  mayhem  occurred 
i  when  hedge  funds  did  business  either 
iwith  fixed-income  and  derivative 
(departments  or  with  brokers  with  scant 
(experience  in  hedge  funds.  Merrill,  for 

example,  admitted  that  its  exposure  to 
i  Lit  M  as  of  Oct.  1  was  S 1 .4  billion,  but 
[neither  of  Merrill's  two  prime  broker- 

'"The  prime  brokers  are  the 
madams;  the  hedge  funds 
are  the  girls.  Guess  who 
makes  the  money  and  stays 
in  the  business  longer?" 


age  operations  did  any  business  with 
Long-Term  ( lapital. 

Bear,  Stearns'  Harmon  says:  "Knock 
wood,  we  didn't  have  am  hedge  funds 
that  lost  all  their  money  and  got  into 
ours."  Adds  Minikes:  "Our  prime- 
broker  relationship  with  Long-Term 
was  no  problem  because  we  didn't 
reallv  finance  them." 

A  similar  tale  at  D.E.  Shaw,  the 
hedge  fund  that  lost  hundreds  of  mil- 
lions this  summer.  BankAmerica  took  a 
$372  million  writedown  that  cost  the 
back's  cochairman,  David  Coultier,  his 
job.  Key  fact:  The  bank's  prime  bro- 
kerage subsidiary,  NationsBanc  Mont- 
gomery Securities,  had  no  relationship 
to  D.E.  Shaw. 

Prime  brokers  are  hard-nosed  guys 
who  want  to  make  money  without 
taking  a  lot  of  risk.  Hedge  fund 
investors  are  people  with  a  lot  of 
money  who  want  to  shoot  some  craps. 
A  cynic,  who  for  understandable  rea- 
sons wishes  to  remain  unnamed,  likens 
the  hedge  funds  business  to  a  brothel. 
"The  prime  brokers,"  he  says,  "are  the 
madams;  the  hedge  funds  are  the  girls. 
Guess  who  makes  the  money  and  stays 
in  the  business  longer?"  M 


■»™«  Sandy  Weill  has  problems  making  Travelers 
and  Citibank  people  play  nice.  That's  nothing 
compared  with  what  he  has  on  his  hands  in  Japan. 

Mitsubishi 
is  not  amused 

By  Neil  Weinberg  and  Benjamin  Fulford 


Travelers  Chairman — 
now  Citigroup  cochair- 
man— Sanford  Weill  visited 
Japan  in  June  to  celebrate 
his  si. 6  billion  investment 
in  Nikko  Securities.  Oops! 
He  kept  referring  to  the 
firm  of  which  he  was  about 
to  become  top  shareholder 
as  "nicko."  One  of  Sandy's 
numerous  aides  should 
have  told  him  it  is  pro- 
nounced "nec-co." 

But  this  is  the  least  of  it. 
Weill  bought  stocks  and 
bonds  convertible  to  up  to 
25%  of  a  firm  that  lost 
$1.6  billion  the  past  two 
years,  expects  a  $1.1  bil- 
lion restructuring  charge  ■■■■ 
this  year,  and  admits  it's 
many  yeans  shy  of  the  U.$.  in  financial 
technology. 

On  paper  the  deal  has  its  points. 
Nikko's  128  local  branches  would 
make  great  conduits  for  Citigroup's 
securities,  mutual  hind,  banking  and 
insurance  products.  Its  Japanese  cor- 
porate client  list  includes  800  of 
Japan's  2,300  exchange-listed  firms. 

"When  we  saw  Yamaichi  Securities 
go  bankrupt  [last  year],  we  knew  we'd 
be  next  unless  we  did  something,"  says 
a  Nikko  official.  Unusual  for  Japan, 
Nikko  called  in  an  American  partner  to 
save  it.  That  didn't  go  down  well  in 
conservative  Japan.  Bank  of  Tokyo- 
Mitsubishi,  surpassed  by  Nikko's  new 
top  shareholder,  Citigroup,  was  miffed. 
It. fired  off  a  statement  that  it  was 
"reviewing  its  relationship"  with 
Nikko.  A  former  Salomon  Tokyo 
employee  described  Nikko  as  a  mum 
bachibu,  or  village  outcast. 


Weill  with  new  partners:  How  do  you  say  "culture  clash"? 
Slowly  bringing  American-style  banking  to  Japan. 


Nonetheless,  Weill  will  from  January 
fold  Salomon  Smith  Barney's  400- 
person  Japanese  unit  and  all  of  Nikko's 
nearly  500-person  corporate  division, 
domestic  and  overseas,  into  newly 
formed  Nikko  Salomon  Smith  Barney. 
Nikko  will  retain  51%. 

All  is  not  proceeding  smoothly.  The 
joint  venture  will  have  two  chief 
executives,  but  the  partners  do  not 
even  agree  if  they  have  equal  status. 
Similarly,  Nikko  officials  balked  at 
appointing  Salomon's  Alicia  Ogawa  as 
head  of  research.  "A  lot  of  Japanese 
men  aren't  ready  for  a  boss  who's  both 
female  and  younger  than  they  are," 
says  an  official  at  Salomon  Smith 
Barney  in  Tokyo.  Ogawa  will  split  the 
job  with  a  Nikko  man.  Things  have 
gone  somewhat  better  for  Weill's  rival 
Merrill  Lynch.  After  cherry-picking 
employees  from  the  wreckage  of 
Yamaichi  Securities,  Merrill  got  many 
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assets  and  less  of  the  excess  baggage. 

Some  of  the  excess  on  Weill's  hands 
is  Nikko's  $1.7  billion  in  equity  hold- 
ings. "We'll  cut  them  to  the  extent  pos- 
sible, but  some  investments  are  in  cus 
tomers,  and  so  they're  strategically 
important,"  says  Managing  Director 


Kiyoshi  Asakawa.  Whatever  that  means. 
But  there  is  progress.  For  the  first 
time  Nikko  will  move  to  link  pay  to 
performance.  Several  officials  confide 
that  they  want  to  use  the  American  deal 
as  an  excuse  to  get  rid  of  older  males 
among  their  11,000-person  staff. 


One  thing  is  sure:  Weill  and  his 
sidekick,  Citigroup  Cochairman  John 
Reed,  can't  realize  their  dream  of 
making  Citigroup  the  Coca-Cola  of 
finance  unless  they  can  decisively  pen- 
etrate Japan.  Nikko  is  going  to  be  a 
tough  test  for  them.  ■■ 


COMPANIES 


What's  this?  Sun  Microsystems 
wooing  the  dreaded  Intel? 

Suntel  inside 


By  Nikhil  Hutheesing 

For  years  Sun  Micro- 
systems Inc.  Chief 
Executive  Scott  Mc- 
Nealy  waged  a  holy 
war  on  "Wintel,"  the 
computer  duopoly 
held  by  Microsoft's 
Windows  and  Intel's 
chips.  But  with  Mcro- 
soft  and  Intel  pointing 
fingers  at  each  other  in 
court,  Sun  Microsys- 
tems is  reaching  out  to 
Intel,  hoping  to  make 
it  an  ally  in  the  battle 
for  the  server  market. 

Sun,  whose  Solaris 
operating  system  runs 
best  on  its  own  Ultra- 
Sparc  chips,  has  also 
written  Solaris  for 
Intel's  Pentium  II 
Xeon  chip  that  runs 
servers.  More  im- 
portant, Sun  is  tailor- 
ing Solaris  for  die  new 
chip  that  will  take  Intel 
into  the  21st  century: 
the  Merced. 

McNealy  is  seeking 
other  alliances,  as  well. 
Sun  will  sell  Netscape 
server  software  as  a  partner  in  America 
Online's  new  pact  to  acquire  Netscape 
Communications  for  $4.2  billion.  The 
overture  to  Intel,  however,  may  be- 
more  crucial. 

McNealy  has  been  running  full-page 
ads  hailing  Solaris  on  Intel.  "He's  been 
pretw  religious  about  saying  only  two 
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Worried  about  Wintel 

Workstation  market  share  (revenues) 


Sun's  McNealy  (left) 
and  Microsoft's  Gates 
Watch  out,  Bill. 
McNealy  is  cozying 
up  to  Intel. 


Midrange*  server  market  share  (revenues) 


'96  '97   '98* 

Source:  Dataquesl 


•PnceJ  from  $8,000  to  $300,000 
tThrough  June. 


Can  Sun  keep  eluding  Microsoft?  To  hold  on  to  its  market  share,  Sun  is 
tailoring  its  operating  system  with  powerful  new  Intel  chips  in  mind. 


computer  companies  arc  out  there: 
Wintel  ,\nd  Sun.  But  when  he  starts 
writing  ads  supporting  the  'tel'  part  of 
Wintel,  it  looks  like  he's  moving  in  our 
direction,"  says  Intel  Chief  Executive 
Craig  Barrett. 

More  than  Gates  hashing  is  involved 
in  McNealy's  moves.  Servers,  which 


serve  up  data  and  applications  on  the 
Internet  and  on  corporate  networks, 
one  day  will  comprise  an  even  bigger 
market  than  desktop  PCs.  Microsoft 
rules  in  PCs,  but  Sun  leads  in  high-end 
servers. 

Sun  Vice  President  Richard  Green 
savs  Intel  "wants  to  partner  with  a 
leader  in  this  area — and  diat  is  Sun.  It's 
the  law  of  nature."  Sun's  relationship 
with  Intel  "has  dra- 
matically improved," 
he  says. 

The        Sun/Intel 
thaw  comes  as  ten- 
sions mount  between 
Microsoft  and  Intel. 
In  the  U.S.  antitrust 
suit  an  Intel  executive 
testified   last  month 
that    Microsoft    had 
bullied  Intel  into  halt- 
ing its  own  Internet 
software    efforts    by 
threatening  to  yank 
Windows        support 
from     the     coming 
Merced  line  of  chips. 
A  "Suntel"  alliance 
offers  Intel  a  chance  to 
both  dilute  its  depen- 
dence  on    Microsoft 
and      boost  sales  of| 
Merced  chips.  Solaris 
can     handle     up     to 
3,000  users  at  once.) 
while    Windows     NT 
manages  only  about 
600.    Server    maken 
Siemens  Nixdorf  anc 
NCR  have  chosen  tc 
run  Solaris  on  theii 
Intel-based  servers. 
Michael  Pope,  Intel's  server-softwan 
director,  won't  concede  the  Sun-Inte 
relationship  has  changed.  "We're  jus  j 
responding  to  our  customers,"  he  says  I 
explaining  that  Windows  is  the  onl;l 
operating  system  that  matters  in  PCS  I 
hut  in  servers  there  is  "a  variety  of  play  I 
ers"  and  "we  are  OS  agnostic." 
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Source:  Dalaquest. 


Microsoft  makes  software;  Sun 
makes  hardware.  Why  are  they  such 
foes?  Because  Microsoft  wants  to 
extend  its  chokehold  on  PCs  into 
higher-priced  servers.  Sun's  bread  and 
butter.  Now  Intel  has  served  notice 
that  it  isn't  necessarily  on  Microsoft's 
side  in  this  donnybrook.  "The  real 
batde  between  us  is  about  interface 
control.  It's  about  one  monopoly 
trying  to  extend  itself  [across  all  mar- 
kets]," says  Greg  Papadopoulos,  chief 
technology  officer  at  Sun. 

Microsoft's  push  into  high-power 


workstations  came  largely  at  Sun's 
expense;  Sun's  share  of  unit  sales  in  that 
market  fell  to  23%  in  the  first  half  of 
this  year  from  36%  in  1996  as  Wintel's 
share  rose  fourfold,  to  52%.  Sun  fled  to 
focus  on  midrange  servers,  which  now 
provide  the  bulk  of  its  sales.  But  even 
here  Wintel  is  gaining.  Sun's  share  in 
midrange  servers  has  doubled  in  two 
years,  to  14%,  but  Wintel- based  prod- 
ucts are  at  42%  and  rising.  Sun  has 
countered  with  a  new  machine  priced 
at  about  $4,000— down  from  $7,500 
two  years  ago. 


So  far  Sun  has  maintained  strong 
sales  growth  by  emphasizing  high-end 
servers  priced  at  $500,000  and  up, 
where  it  has  a  respectable  9%  share 
compared  with  zilch  for  Wintel.  That 
helped  fuel  revenue  growth  from  $6 
billion  to  $  1 0  billion  in  the  fiscal  year 
ended  June  1998.  Net  income  more 
than  doubled,  to  $763  million,  in  the 
same  period.  Even  at  this  high  end  of 
the  market,  however,  Microsoft's 
shadow  looms.  But  it  looms  somewhat 
less  menacingly  if  Sun  can  win  a  place 
at  Intel's  side.  HE 


ECHN0L0GY 


Silicon  Valley  rivals  decry  Microsoft's  tough  tactics- 
yet  many  of  them  are  guilty  of  the  same  thing. 


Slay  your  rival 


By  Daniel  Lyons 

The  secret  E-mail  memo,  revealed 
in  court  papers,  urges  lethal  tactics: 
"We  should  ship  our  [product!  with- 
out waiting  for  Netscape  .  .  .  They 
deserve  to  at  least  have  this  shotgun 
pointed  at  them." 

But  this  E-mail  wasn't  written  at 
Microsoft,  and  it  didn't  emerge  in 
the  U.S.  antitrust  suit  against  it.  It 
came  from  a  Netscape  ally — Sun 
Microsystems  Inc. — and  arose  in  an 
unrelated  lawsuit. 

Now  Sun  has  agreed  to  take  a  role 
in  America   Online   Inc.'s  plan   to 
acquire  Netscape  for  $4.2  billion, 
aiming  to  market  Netscape  soft- 
ware   for   its    server    business. 
Netscape,  victim  in  the  Microsoft 
trial,  could  all  but  disappear. 

The  "shotgun"  E-mail  underscores 
a  fact  of  life  in  high  tech:  Everybody 
plays  rough  in  Silicon  Valley.  They 
bundle  weak  products  with  bestsellers, 
give  away  freebies,  bad-mouth  rivals 
and  use  standards  and  alliances  to 
favor  friends  and  punish  foes. 

Those  moves  got  Microsoft  hauled 
into  court,  but  rivals  say  they  don't 
have  to  live  by  the  same  rules.  "We 
don't  have  a  monopoly.  We're  not  on 
trial,"  says  Gary  Bloom,  executive  vice 
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president  at  Oracle  Corp. 

That  double  standard  rankles  even 
some  industry  insiders.  "Totally  hyp- 
ocritical," says  T.J.  Rodgers,  presi- 
dent of  chipmaker  Cypress  Semi- 
conductor Corp.  "Seeing  these  guys 
giVe  up  their  free-market  principles 
to  get  a  short-term  edge  over  Bill 
Gates — it's  very  disappointing." 

It  doesn't  happen  in  other  busi- 


nesses? Yes,  but  not  with  the  same 
elan.  "I've  never  seen  the  kind  of 
venom  that  gets  vented  here,"  says 
Michael  Cusumano  of  MIT's  Sloan 
School  of  Management,  who  has 
studied  the  auto  industry  and  co- 
wrote  a  new  book  on  Microsoft  and 
Netscape,  "Competing  on  Internet 
Time."  He  attributes  the  endemic 
nastiness  to  the  frenetic  pace  of  high 
tech  and  the  high  testosterone  levels 
of  its  power  players.  "There  are  some 
really  aggressive  personalities." 
Internal  documents  show  Sun  plot- 
ted to  use  its  Java  software  to  "attack 
the  franchises"  of  Lotus,  Novell 
and  Oracle — even  as  it  wooed 
them  to  support  it.  (Sun  says  it 
never  followed  through  on  the 
threat.)  Sun  also  offers  an  operating 
system  with  a  free  Web  browser,  a  la 
Microsoft.  How  can  Sun  do  it? 
"We're  not  a  monopoly,"  Sun's  Lisa 
Poulson  says. 

Similarly,    Netscape    trashed 
Microsoft  for  giving  away  brows- 
er software — yet  Netscape  did  the 
same  thing,  crushing  a  dozen  or 
more  tiny  rivals.  Netscape  also  bun- 
dled free  groupware  and  E-mail  prod- 
ucts into  its  Navigator  browser. 

Apple  Computer  Inc.  charged  that 
Microsoft  made  changes  in  Windows 
that  hurt  Apple's  QuickTime  video 
software.  Yet  Apple  created  Quick- 
Time to  crush  a  rival  product,  Macro- 
Media,  Inc.'s  Director,  says  Director's 
creator,  Marc  Canter. 

"Apple's  whole  story  to  customers 
was,  'You  can  get  QuickTime  for 
free,  so  why  buy  Director?'  "  Canter 
says.  "All  the  things  Microsoft  is 
doing,  they  learned  from  Apple." 
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Apple  declines  to  comment. 

Oracle,  too,  has  been  a  vocal  critic 
of  Microsoft.  "Oh,  please.  We've  all 
experienced  Microsoft's  bully  behav- 
ior— but  Oracle  plays  dirty,  too,"  says 
a  manager  at  Sybase  Inc. 

When  Oracle  is  at  risk  of  losing  a 
big  contract,  some  critics  say  it  retali- 
ates by  offering  some  software  free  of 
charge  or  slashing  prices  so  sharply 
that  competitors  can't  turn  a  profit. 
"It  cuts  off  their  oxygen,"  says 
Michael  Stonebraker,  chief  technolo- 
gy officer  at  rival  Informix  Inc. 

"Even  if  you  don't  get  the  deal, 
you  at  least  make  your  competition 
lower  the  price  so  they  can't  make 
any  profit.  Oracle  has  widely  used 
that  tactic  for  the  past  ten  years." 

Oracle  denies  that  assertion  but 
confirms  another:  Last  year  it 
"warned"  customers  about  Infor- 
mix's DataBlades  product,  saying  it 
had  a  feature  that  destroys  data  if 
used  the  wrong  way. 

"All  we  were  doing  is  educating 
customers  about  other  products  in 
the  market,"  says  Oracle's  Bloom. 
Stonebraker  says  Oracle  exaggerat- 
ed the  risks  to  slow  Informix's  sales. 
"Their  mudslinging  has  an  impact." 
IBM,  no  stranger  to  antitrust 
prosecution,  testified  against 
Microsoft — yet  it  offers  freebies, 
too.  Losing  customers  of  its  old  E- 
mail  program  to  Microsoft,  IBM  has 
a  new  offer  that  will  let  cc:Mail 
users  upgrade  to  IBM's  Lotus 
Notes,  gratis.  Previously  they  had 
to  pay  IBM  also  leverages  its  pres- 
ence in  PCs  to  push  software, 
bundling  a  free  set  of  Lotus 
SmartSuite  applications  to  preempt 
Microsoft  wares. 

When  that  doesn't  work,  IBM  has 
a  weapon  Microsoft  lacks:  free 
hardware.  To  reward  m&i  Data 
Services  in  Brown  Deer,  Wis.  for 
picking  Lotus  Notes  over  Microsoft 
Exchange,  IBM  let  m&i  have  a 
snazzy  four-processor  mainframe 
for  the  price  of  a  two-unit  model, 
saving  $500,000  on  the  SI. 2  mil- 
lion setup. 

Neither  are  Microsoft''  accusers 
above  a  little  collusion.  Bring  in  da 
NOISE— for  Netscape,  Oracle,  IBM, 
Sun  and  Everyone  else.  This 
alliance  aims  to  topple  Microsoft. 
"The  entire  industry  must  behave 


like  a  single  focused  competitor," 
IBM  urged  in  a  memo  last  summer. 

In  essence,  all  these  bare-knuckled 
brawlers  say  that  because  Microsoft 
succeeded  where  they  faltered,  it 
must  play  by  a  more  polite  set  of 
rules.  Should  they  prevail,  Microsoft 
will  have  to  pull  its  punches  while  ' 
others  can  still  fight  dirty. 

Even  if  they  don't,  might 
Microsoft's  workers,  wary  of  gov- 
ernment scrutiny,  ease  up?  Such 
concerns  all  but  crippled  IBM  during 
the  13-year  antitrust  suit  against  it 
that  was  dropped  in  1982. 
Microsoft  says  rivals  hope  for  much 


the  same  here. 

"That's  totally  their  strategy.  It's 
very  cynical,"  Jeff  Raikes,  group  vice 
president  at  Microsoft,  says  of  the 
antagonists.  The  risk  that  Microsoft 
might  lose  its  genetic  tendency 
toward  rough  play  prompted  a 
recent  E-mail  from  President  Steve. 
Ballmer  to  his  27,000  employees, 
urging  them  to  keep  up  the  pressure. 

Few  in  Silicon  Valley  see  any* 
chance  that  Microsoft  will  suddenly 
turn  into  a  powderpuff.  Still,  in  a 
market  where  ruthless  tactics  arei 
standard  procedure,  even  a  flinch 
could  be  costly,  maybe  fatal.         tm 


Tech-savvy  kids  go  for  a  hot  new  toy.  But  don't 
tell  'em  it's  something  their  folks  loved,  too. 

Strung  up 


By  Peter  Kafka 

It's  hard  to  impress  the  Nintendo 
generation,  but  this  year  kids  are 
buying  a  toy  with  no  microchips  and 
no  movie  tie-ins.  For  18  months  the 
Duncan  Yo-Yo  has  ranked  among  the 
top  ten  sellers  tracked  by  the  trade 
publication  The  Toy  Book.  Yo-yo  sales 
are  up  400%  for  the  first  nine  months 
of  1998,  according  to  NPD  Group,  a 
marketing  service.  Duncan  is  a  divi- 
sion of  Middlefield,  Ohio-based  plas- 
tics maker  Flambeau  Products. 

Here  we  go  again.  The  last  time  the 
toy  was  this  popular  was  1961,  when 
Duncan  sold  15  million  units.  Tech- 
nology has  intervened.  Some  of  to- 
day's yoyos  spin  longer  and  are  easier 
to  use.  Yomega  Corp.  of  Fall  River, 
Mass.  sells  a  $90  model  made  with  air- 
craft-grade aluminum  and  a  SI 00 
chrome-and-gold-plate  version.  But 
Duncan's  bestselling  Imperial  costs 
three  I  ks  and  hasn't  changed  in 
decade  i  >f  plastic,  a  steel 
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It's  no;  a.  "You're 
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An  extracurricular  physics  lesson 

A  low-tech  toy  generates  high  demand. 


market  is  about  $35  million — bu 
Duncan  has  done  some  savvy  market 
ing.  For  die  past  three  years  die  com 
pany  has  enticed  2,000  middle  school 
to  work  the  toy  into  their  curriculz 
Duncan  sells  die  toys  to  the  schools  a 
cost  and  supplies  teachers  with  physic 
lesson  plans  that  incorporate  the  yc 
yos.  The  gambit  helps  teachers  an 
gives  Duncan  a  great  sales  tool — otht 
kids.  Brags  Cafrrey:  "Once  we  get 
into  the  schools  and  die  playground 
we  can't  fail."  ■ 
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What  happens 
when  428,000 
extraordinary 
people  meet  ? 


Irina  Motzek 

debis  Automotive  Lease  Finance  Consultant 

Likes  to  discover  the  sea  through 
diving.  The  earth  through  motorcycling. 

And  individual  needs  of  people  through 

long  conversations. 


Curiosity  memi 


Can  you  imagine  two  individuals  with  extraor-  had  the  vision  to  develop  and  finance,  in  und<  '<* 
dinarily  sharp  instincts  writing  tomorrow's  history  years,  a  new  city  within  the  city  of  Berlir1* 
together?  We  can.  Because  now  the  open  minds  who       joined  the  architects  of  the  platform  team-  8# 


Ralph  Gilles 

Chrysler  Senior  Designer 

At  age  11,  redesigned  the 

f.iilv  car  with  cardboard  and 

electrical  tape.  At  age  28, 

still  doing  the  same  thing 

u  ith  clay  models 

and  supercomputers. 


iriosity 


■  lost  revolutionary  advances  in  carmaking  Fortunately,  watching  the  future  of  transportation 
the  assembly  line.  Such  inquisitive  types  and  services  unfold  doesn't  require  clairvoyance, 
at  a  new  company  called  DaimlerChrysler.        All  you  really  have  to  do  is  keep  a  close  eye  on  us. 


Mika  Hakkinen 

McLaren-Mercedes  Formula  One  L 

Even  at  300  km  per  hour, 
he  stays  as  laid-back  as  life 
in  his  native  Finland. 


Coura$ 


. 


Can  you  imagine  two  companies,  synonymous  people  who  led  the  development  of  a  naviga  ni 
u  ith  hold  thinking,  taking  the  most  daring  step  system  that  guides  drivers  as  if  by  magic  ar  i°' 
of  all  as  a  team?  We  can.  Because  the  courageous        together  with  the  people  who  designed  a  pi  !'< 


Robert  J.  Eaton 
Chrysler  Corporation  Chairman 

His  weekends  seem  to  tl\  by. 

Especially  when  he's  behind  the 

wheel  of  a  Neon  race  car. 
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i^i  where  vehicles  can  be  tested  on  roads  too  ideas  are  now  one  at  DaimlerChrysler.  It's  the 
r«ne  for  even  the  toughest  human  driver.  place  where  the  transportation  industry's  most 
1  traordinary  minds  that  conceived  of  these        fearless  thinkers  are  working  to  shape  the  future. 
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Can  you  imagine  two  extraordinarily  rp«nni,  u 

sivp  romi      •  }     eSP°n"  SUch  as  the  Eurofighter  Typhoon  now  worl. 

sive  companies  moving  even  faster  as  one'  We  can  in  h       , 

R  vvecan.  ,n   hand   with   the  driven   folks  who  bug' 

Because  the  quick  minds  that  created  programs  ,„„  .     ,    • 

Programs  the  acclaimed  new  Dodge  Durango  sport 


Rhonda  Allen 

Craftperson,  Plymouth  Prowler 
Assembly  Plant 

A  model  of  efficiency 
and  time  management. 
Raising  six  children 
is  great  training. 


iets  Speed 


ie  from  the  drawing  board  to  production  A  new  company  designed  and  built  for  the  fast 
■  ^blazing  months.  Where  do  these  428,000  lane.  Because  experience  tells  us  it's  far  more 
tyouls  come  together?  At  DaimlerChrysler.        rewarding  to  set  the  pace  than  it  is  to  follow  it. 


Jiirgen  E.  Schrempp 

Daimler-Benz  Chairman 

Avid  mountain  climber. 

Believes  in  helping  others 
".  make  it  to  the  top  with  him. 
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Can  you  imagine  428,000  highly  motivated        its  own  university  in  order  to  help  its  em 


people  all  working  at  the  peak  of  their  potential?        succeed  has  united  with  the  company  that  R 
We  can.  Because  now  the  organization  that  founded        the  first  in  the  automotive  industry  to  rt 
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Kathy  Oswald 

Chrysler  V.P.,  Human  Resources 

Competitive  sailor. 

Knows  that  the  entire  crew 
has  to  work  together 
to  keep  things 
^^      moving  forward. 


wrgy 


m 


■V\  U.S.  government  award  for  promoting  equal  great  individual  achievements  are  energeti- 
|  unity  in  the  workplace.  DaimlerChrysler.  cally  working  together  to  build  a  diverse  new 
'i  two  legendary  companies  with  a  history  of       culture  of  extraordinary  opportunity.  For  everyone. 


Pas  sin 


Mercedes-Benz  Dummy 

Series  No.  433 

Prefers  to  work  on  crash  tests 
with  SLK  Roadsters.  Loves  to  feel 


Can  you  imagine  two  selfless  individuals  now  first  to  offer  many  safety  features  now  cor»<* 
taking  the  short  journey  into  the  crash  barrier  arm  found  in  today's  cars  and  trucks  has  merged  \  I'1 
in  arm?  We  can.  Because  the  company  that  was  the        people  who  were  the  first  U.S.  manufacturer  < 
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>ets  Passion 


Dodge  Dummy 

Series  No.  516 

Loves  riding  high  behind  the 
wheel  of  a  Ram  Pickup. 
Requests  country  music  on  the  radio. 


gs  as  standard  equipment.  DaimlerChrysler.        "employees"  have  more  than  a  few  scars  to  prove  it. 


company  with  a  long-standing  commitment       DaimlerChrysler:  428,000  extraordinary  people, 
ver  and  passenger  safety.  And  some  of  our       Not  to  mention  some  passionately  dedicated  dummies. 


Expect  the  extraordinary 


Pl\  mouth  Prowler 


Mercedes-Benz  Actros  1857 
Megaspace 


Chrvsler  Concorde 


DaimlerChrysler 

DaimlerChrysler  Corporate  Communications  Stuttgart  (D)  and  Auburn  Hills  (USA) 
www. daimlerthrysler.com 


The  local  telephone  business  is  still  very  much  a  creature  of  politics. 
Witness  the  stumbling  blocks  that  SBC  and  Ameritech  are  tripping 
over  in  their  planned  combination. 

The  merger  gods  are 
hard  to  please 


By  Christopher  Palmeri 

C  OMMENTING  ON  THE  planned 

$62  billion  acquisition  of  his 
company  by  siu  Communica- 
tions, Ameritech  Corp.  Chair- 
|man  Richard  Notebaert 
quipped:  "This  will  be  Viagra 
tor  competition." 

Notebaert's  counterpart  at 
SBC,  Edward  Whitacre,  tells 
regulators:  Let  this  deal  go 
through,  and  we'll  invade  30 
big  cities  outside  our  tradi- 
tional areas  of  local  service  '  in 
California,  Nevada,  Connecti- 
cut and  ten  other  southwest 
ern  and  midwestern  states). 
1  his,  Whitacre  says,  will  pro- 
voke a  massive  counterattack 
on  the  part  of  other  large- 
operators  like  Bell  Atlantic, 
BellSouth  .md  AT&  I .  It  will 
beget  a  competitive  windfall 
for  telephone  customers. 

Is  this  any  way  to  sell  a 
merger  plan  on  Wall  Street — 
to  talk  about  the  price  war 
that  will  descend  on  your 
business?  No,  but  it's  the  only 
|  way  to  sell  a  merger  to  utility 
regulators,  who  can  veto  a 
deal  like  this  one.  And  the 
indications  are  that  they  might 
do  just  that. 

That  would  be  quite  a  dis- 
appointment to  investors,  who 
seem  to  expect  the  merger  to  ■■ 
go  through  and  to  deliver  the 
$1.4  billion  in  annual  cost  savings 
that  the  two  companies  have 
promised.  Since  the  deal  was 
announced  last  May  sbc  shares  have 
climbed  16%,  against  a  mere  3%  for 
the  overall  market. 

There's  a  problem:  Regulators  are 

Forbes  ■  December  14,  1998 


Edward  Whitacre,  SBC  Communications'  chairman 

What  is  he  really  after?  A  platform  for  competition  or  a  lock  on  local  markets? 


openly  expressing  doubts  about  the 
marriage.  "I'm  a  little  skeptical  of  the 
notion  that  a  $25  billion  [sbc's  sales] 
company  needs  to  get  bigger  before 
it  can  compete  successfully  out-of- 
region,"  Federal  Communications 
Commissioner  Gloria  Tristani  told  a 


convention  of  state  regulators  in  early 
November. 

The  Illinois  attorney  general  has 
criticized  the  deal.  So  have  consumer 
watchdogs  in  Illinois,  Ohio  and  Wis- 
consin. Other  objectors  include  the 
staffs  of  the  Illinois  and  Ohio  utility 
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HOTELS    RESORTS    SUITES 


The  bigger  get  bigger 

j  SBC  currently  provides  local  service  Ameritech  provides  service 


Cities  where  the  new  SBC  plans 

to  compete  under  the  "National-local"  strategy 


PA  > 

I  Philadelphia,   > , 
OH        iiPittsburgh>N\J 

WashinWBC^p0'6 
"•Louisvillfe"^-^ 


SBC  says  it  will  offer  companies 
a  national  service  by  connecting 
30  big  cities  to  its  own  territories. 


commissions.  Commissioners  in  both 
states  have  the  power  to  kill  the  deal. 

Documents  filed  with  the  Illinois 
and  Ohio  utility  commissions  by 
commission  staffers  talk  about  how 
the  merger  would  not  promote  com- 
petition in  telephone  service  but  in 
fact  stifle  it.  Other  testimony  suggests 
that  SBC,  the  San  Antonio- based  util- 
ity formerly  known  as  Southwestern 
Bell,  has  failed  to  open  up  its  home 
markets  to  local  phone  competition. 

California  regulators  earlier  this 
year  effectively  denied  sbc's  petition 
to  offer  long  distance  service  in  that 
state,  where  it  services  local  cus- 
tomers through  its  Pacific  Bell  sub- 
sidiary. Why?  California  stated  that 
SBC  had  met  only  4  of  the  14  qualifi- 
cations Congress  created  to  prove  a 
market  was  open. 

The  Illinois  and  Ohio  filings 
demand  that  as  a  condition  of  the 
merger,  SBC  must  prove  that  the  com- 
pany never  intended  to  compete  in 
Ameritech's  markets.  That  will  be  dif- 
ficult. In  defending  its  1997  merger 
with  the  parent  of  Pacific  Bell  before 
California  regulators,  SBC  said  that  it 
planned  to  compete  in  Chicago, 
Ameritech's  biggest  market. 
Ameritech  likewise  quietly  folded  a 
well-publicized  effort  to  sell  local 
phone  service  in  SBC-dominated  St. 
Louis,  just  as  the  SBC/ Ameritech 


merger  was  announced. 

Robert  Tongren,  the  Ohio  Con 
sumers'  Counsel,  says  he  doesn't  bu 
Whitacre's  theory  about  sbc's  out-ol 
region  assault  provoking  a  competi 
tive  counterattack.  "If  SBC  offers  loc 
service  to  businesses  in  Philadelphi 
will  Bell  Atlantic  offer  it  to  residen 
in  Cincinnati?"  he  asks.  "I  can't  ge 
there  from  here." 

SBC  says  it  will  add  $1  billion  t 
its  net  income  from  its  1997  acquisi 
tion  of  Pacific  Telesis.  Regulators  i 
the  Midwest  are  thus  arguing  tha 
consumers  should  have  their  phon 
rates  reduced  if  SBC  and  Ameritec 
merge.  Nor  are  the  consumer  expert 
thrilled  that  SBC  got  a  lot  of  mileag 
out  of  the  PacTel  merger  by  pumpin 
up  sales  of  costly  add-on  feature 
like  voice  mail  and  call  waiting- 
the  company  allegedly  sold  a  Calle 
I.D.  screen  to  a  blind  person.  Afte 
investigating  sbc's  sales  tactic 
the  California  Office  of  Ratepaye 
Advocates  requested  a  cease-and 
desist  order  from  the  state  utilit 
commission. 

SBC/Ameritech  merger  hearing 
are  scheduled  at  the  local  level  i 
December  and  January.  A  rulin 
from  the  FCC  isn't  expected  until  th 
middle  of  next  year.  Ed  Whitacr 
says  the  merger  is  on  track  and  vvi 
get  done.  We'll  see.  ■ 
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Currently  available  at  no  extra  cost  in  over  130  hotels,  including  all  major  markets 


For  many  Asian  countries,  this  is  no  recession.  It  is  a  depression. 

Surveying  the 
damage 


By  Peter  Brimelow 

Obviously  something  very  nasty  has  happened  in 
Asia,  as  our  chart  shows.  It  uses  figures  generated  by 
David  Malpass,  chief  international  economist  of 
Bear,  Stearns. 

In  just  a  year,  much  of  the  gain  in  living  standards 
made  by  the  Asian  tigers  since  the  early  1980s  has 
been  obliterated.  That  upward-sloping  line  has  been 
decisively  broken  for  all  the  Asian  tigers — except 
China.  Indonesia's  per  capita  GDP  has  fallen  by 
nearly  three-quarters  (72.8%). 

U.S.  per  capita  gdp  declined  by  just  over  a  third 
(34%)  in  1929-1933,  the  worst  years  of  the  Great 
Depression.  Based  on  that  comparison,  most  of  the 
Asian  countries  in  this  chart  are  not  just  in  recession, 
but  in  depression. 

Arguably,  those  figures  exaggerate  the  real  situa- 
tion, because  the  dollar  exchange  of  a  currency  does 
not  necessarily  reflect  its  local  purchasing  power. 
Some  economists  advocate  a  measure  that  attempts 
to  reflect  relative  prices  in  each  economy — the  Pur- 
chasing Power  Parity  (ppp)  method. 

The  ppp  method  suggests  that  Asia's  per  capita 
GDP  declines  have  been  less  staggering,  although  still 
serious.  However,  using  PPP  figures,  Japan  is  less 
prosperous  than  it  seems;  measured  by  the  PPP 
method,  Japan's  per  capita  GDP  would  currently  be 
more  than  a  third  lower.  That's  because  when  it 
comes  to  buying  things,  the  yen  is  worth  more 
abroad  than  it  is  at  home.  China's  per  capita  gdp 
would  be  flatter,  for  similar  reasons. 

Bear,  Stearns'  David  Malpass  rejects  the  ppp 
method.  He  is  an  advocate  of  stabilized  exchange 
rates  and  dislikes  the  International  Monetary  Fund's 
favorite  remedy  for  troubled  economies,  which  is 
devaluation,  "ppp  is  a  very  soft  concept,"  he  says  dis- 
missively.  Exchange  rates  comparisons,  he  believes, 
are  a  realistic  baseline.  They  do  reflect,  he  says, 
"how  much  Japanese  pay  to  go  to  Hawaii — how 
much  the  Indonesians  pay  for  beef."  ■■ 

Research:  Edwin  S.  Rubenstein, 

research  director,  Hudson  Institute,  Indianapolis. 

edwinr@hii.hudson.org 
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Note:  Converting  GDP  amounts  from  local  currencies  into  dollars  requires  a  complex  set  of  calculatio 
involving  exchange  rate  fluctuations.  Rapid  changes  in  the  exchange  rate  produce  the  apparently  lar 
changes  in  living  standards  reflected  in  the  chart.  The  chart  shows  the  data  on  a  logarithmic  scale,  s< 
steady  percentage  per  capita  GDP  growth  rate  shows  as  an  upward-sloping  straight  line. 
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Percent  change  in  per  capita  GDP  in  dollars, 
from  peak  to  subsequent  trough. 
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Sources:  United  Nations  Economic  &  Social  Commission  for  Asia  and  the  Pacific  (1980  to  1990);  Bear,  Stearns  (1993  to  1999E). 
U.S.  per  capita  GDP  figures  are  calculated  from  Department  of  Commerce  data. 
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SMART  PEOPLE  spend  hours 
figuring  out  how  to  use  new 
technology.  SMARTER  PEOPLE 
figure  out  a  way  to  weasel  out  of  it 

Get  a  Palm-size  PC  with  an  operating  system  you're  already  familiar  with— one 
with  Windows"  CE.  These  Palm-size  PC  manufacturers  use  Windows  CE:  Casio, 
Everex,  Philips  and  Uniden. 
If  you  know  Windows,  you  know  Windows  CE. 


I        I 


www.microsoft.com/windowsCE/ppc 


Microsoft 


want  to  go  todaj 


1998  Microsoft  Corporation  All  rights  reserved  Microsoft.  Where  do  you  want  to  go  today?,  Windows,  the  Windows  Start  logo  and  the  Windows  CE  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation 
'■••'  product  and  company  names  mentioned  herein  may  be  the  trademarks  of  their  respective  owners 
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To  win  back  younger  buyers  Cadillac  is  trying 
to  globalize  its  image. 

A  Cadillac  with 
a  foreign  accent 


By  Terril  Yue  Jones 


General  Motors  has  a  plateful  o 
problems  and  Cadillac  Motor  Ca 
Division  is  not  the  least  of  them ! 
Long  the  leader  in  the  U.S.  luxunl 
car  market,  Cadillac  is  trailing  arch- 
rival Lincoln  for  the  first  ten  month1 
of  this  year.  It  sold  only  170,000  car 
in   1996,  down  from  its  high  o 
350,000  in  1978.  "We  lost  toucl 
through  some  missteps  for  the  bette  ! 
part  of  the  last  20  to  25  years,  anc. 
you  don't  get  it  all  back  overnight,' 
GM  Vice    President    and    Cadilla ; 
General   Manager  John   F.    Smitl 
told  Forbes. 
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A  Delta  Air  Lines 


—ON  TOP  OF  THE  WORLD" 
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We'll  go  when  the  kids  are  in  camp." 


1982 
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Well  go  when  the  kids  are  in  college" 


-1990 


'MAI     r 


We'll  go  when  the  kids  are  in  labor. 
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Delta  SkyMiles8  never  expire*,  because  vacation  plans  do. 

equent  flyers  take  infrequent  vacations.  So  we  make  and  from  a  new  domestic  partnership  with  United  Airlines. 
>  your  SkyMiles  will  always  be  waiting  patiently  for  you  to  At  Delta,  we'll  do  everything  we  can  to  make 
h  up  with  your  vacation  plans  to  whichever  of  Delta's  over  your  business  travel  convenient  and  reward- 
destinations  in  60  countries1  worldwide  you'd%  like  to  visit.  ing.  And  when  you  finally  put  down  your 
id  we  have  lots  of  ways  to  help  make  those  plans  come  true.  work  and  relax,  we  want  to  be  there  for  you  ( 
can  earn  SkyMiles  from  over  40  Delta  partners  worldwide  again.  To  learn  more,  call  1-800-323-2323. 
Call  your  Travel  Agent  or  Delta  Air  Lines  at  1-800-221-1212,  or  visit  us  at  www.delta-air.com 

;■}  ibers  must  take  at  least  one  qualifying  Delta  or  Delta  Connection'  flight  with  the  purchase  of  a  fare  that  is  eligible  for  mileage  credit  at  least  once  every  three  years.  All  standard  Delta  SkyMiles  program 
and  conditions  apply  fBased  on  cities  served  by  Delta,  Delta  Connection  and  Delta's  Worldwide  Partners*.  ©1 998  Delta  Air  Lines,  Inc. 


Nowhere  does  the  lost  touch  show 
more  than  in  the  alienation  of  the 
baby-boom  generation,  which  is  now 
moving  into  its  big-spending  years. 
The  average  age  of  the  Cadillac  buyer 
today  is  64 — too  old  to  expand  sales 
significantly  When  American 
boomers  think  luxury  car  they  almost 
invariably  think  foreign. 

So  Cadillac  is  trying  to  turn  itself 
into  an  international  brand  with  a  raft 
of  jazzy-looking  cars,  including  even 
a  roadster. 

If  Cadillac  can  establish 
itself  as  an  international 
name,  it  hopes  to  regain 
some  of  its  lost  prestige  at 
home.  But  there's  more  to  it 
than  that:  The  American 
luxury  car  market  is  stagnat- 
ing at  around  1  million  cars 
a  year,  but  the  overseas 
market  for  luxury  cars  is 
growing  and  is  projected  to 
reach  3  million  by  2003 — up 
50%  from  today 

Cadillac  executives  insist 
they  can  pick  up  a  share  of 
those  global  sales  with  ■■■ 
redesigns  that  are  decided- 
ly un-Cadillac.  The  first  step  in  that 
strategy:  the  Seville.  The  1998 
model  was  shortened  by  7.6  inches 
for  better  handling  on  European 
roads  and  made  in  right-hand  drive 
versions  for  the  U.K.,  Japanese  and 
other  markets.  The  new  Seville  has 
a  softer  and  toned-down  feel — 
more  European.  "We  want  to  move 
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The  Seville,  sold  in  42  countries. 


to  European 
understated 
instead  of 

American  over- 
stated,"     says     ^^BOI 
Leonard  Casil- 

lo,  Cadillac  brand  character  director. 
Cadillac  has  a  lot  riding  on  the 
Seville.  It  aims  to  eventually  sell  20% 
of  its  Seville  production  abroad — 
"our  strongest  statement  of  intent  of 
going  global,"  as  Smith  puts  it. 


Need  a  lift? 

Cadillac's  share  of  the  U.S.  luxury  market 

24% 
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Source:  Cadillac  Motor  Car  Division. 
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•Through  Oct.  31 

Once  dominant,  Cadillac  has  seen  its  share  slump,  driving 
it  to  seek  new  markets  abroad  and  younger  buyers. 


not  be  as  bulky  as  an  suv,  suppos 
edly  making  it  a  better  fit  for  foreign 
streets.  Cadillac  is  also  talking  about 
redesigning  the  lower-costing 
-Catera,  made  by  GM  in  Germany,  for 
sale  around  the  world. 

Cadillac's  overseas  drive  makes 
sense,  but  is  General  Motors 
weighing  in  once  more  with  too 
little  too  late?  Cadillac  won't  be  the 
first  luxury  vehicle  in  the  crossover 
category — Lexus  is  already  out  with 
its  RX  300,  which  is  selling  global 
ly.  Ford,  Honda  and  BMW  are 
also  likely  to  beat  Cadillac  tc 
market  with  their  own  cross 
overs,  now  undei 
development. 

Lincoln  isn't  sit- 
ting still,  either.  Ir 
late  spring  it  wil 
introduce  its  Uj 
model,  built  or| 
a  platform  sharec 
with  Jaguar.  I 
will  compete  wit! 
Cadillac  in  at  leas' 
30  countries. 

In  the  domestic  market,  Cadillai 
was  more  than  a  year  behind  Lincolr 
in  introducing  a  sports  utility  vehicle 
the  Escalade,  which  costs  abou 
$46,000. 

Nevertheless,  there  an 
unmistakable  signs  of  lift 
at  Cadillac.  In  January 
the  gm  division  will 
show  its  concept  of  t 
wickedly  sleek  roadster— [ 
a  dramatic  appeal  to  J 
younger  generation.  Als<j 
under  consideration:  i 
tiny  "premium  compact', 
model. 

Indeed,  Cadillac  hope 
to    come    out   with    nev 
models         every        yea 
between  now  and  2006 
In  all  of  them,  designer 


Progress  to  date?  Slow  but  promis- 
ing. So  far  this  year  6,259  Sevilles  have 
been  exported,  mostly  to  Japan.  It's 
being  exported  to  42  countries  in  all. 

But  this  is  just  a  start.  In  a  few 
years  Cadillac  plans  a  four-wheel- 
drive  "crossover" — which  combines 
a  station  wagon  with  a  sports  utility 
vehicle.  It  would  drive  like  a  car  and 


envision  a  generation  0| 

cars  with  nimble  handling 

and  discreetly  edgy  design,  subtl  i 

reminiscent  of  the  F-117  stealt  i 

fighter. 

Meanwhile,  despite  the  heav 
competition     in     its     field,    th  | 
Escalade  suv  looks  like  a  hit  i  | 
the  coming  year.  It  will  take  time 
but  GM  may  yet  revitalize  its  pres 
tige  franchise.  ■ 
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Asia  is  in  a  recession,  so  Singapore  Airlines  is  in  a  spending  mood. 

Time  for  champagne 


By  Michael  Bociurkiw 


When  things  get  bad  most  busi> 
nesses  cut  back.  Not  Singapore  Air 
lines  (sia).  For  the  half-year  endec 
Sept.  30,  its  operating  earnings 
impacted  by  the  Asian  depression 
sank  44%,  to  $150  million,  on  a  smal 
decline  in  revenues  (to  $3.8  billion)< 
The  earnings  decline  would  hav<| 
been  worse  had  the  airline  no: 
booked  a  profit  from  the  sale  of  sev 
eral  aircraft. 

So  what  is  the  company  doinj 
Stepping  up  service. 

In  mid-September  sia  started  ser 
ing  champagne  free  in  tourist  class 
and  has  upgraded  its  in-flight  enter 
tainment  systems  and  menus.  By  th 
end  of  1999  sia's  first-class  cabins  wH 
get  huge  new  sleeper  seats.  Cost  c 
these  and  other  passenger  servic 
upgrades:  $300  million  over  the  ne> 
14  months. 

"If  you  go  back  to  the  beginning 
the  early  Seventies,  we  made  our  rep  i 
utation  on  our  in-flight  service,"  sa\ 
Chief  Executive  Cheong  Choon; 
Kong,  who  joined  the  company  ij 
1974.  "Even  if  we  had  known  aboi 
the  severity  of  the  economic  crisis, ' 
would  still  have  gone  ahead  [wit I 
upgrading  services].  This  is  an  inves  i 
ment  in  the  product." 

To  help  pay  for  the  improvement 
Cheong  has  deferred  delivery  of  1  i 
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Boeings.  He  has  shifted  slVs  software 
development  work  to  Madras,  India; 
and  its  aircraft  maintenance  to 
Xiamen,  China,  both  low-cost  loca- 
tions. He  has  reduced  service  on  less- 
traveled  routes  like  Singapore-to- 
Sendai,  Japan,  and  redirected  the 
equipment  to  busier  destinations  such 
as  Australia,  Europe  and  the  U.S. 

sla  is  fortunate  in  that  it  has  some- 
thing most  Asian  companies  and 
many  rival  airlines  today  lack:  cash. 
The  nice  thing  about  cash  is  that  it 
gets  you  bargains  at  a  time  when 
other  people  are  in  trouble  and  short 
of  cash,  sia  recently  hinted  that  it 
may  try  to  buy  a  25%  stake  in  Taipei- 
based  China  Airlines,  and  has 
expressed  interest — joindy  with  Luft- 
hansa— in  stakes  in  both  Thai  Air- 
isvays  International  and  South  African 
Airways.  Cheong  is  eyeing  new  code- 
Khare  routes  to  Africa  and  South 
America.  "The  primary  aim  is  to  have 
lin  ownership  stake  in  a  suitable  air- 
line in  strategic  locations,"  says 
Cheong.  "We  have  not  yet  been  able 

o  secure  a  stake  in  an  Asian  airline, 

■>ut  we  are  close." 

j  sia  could  use  any  alliances  such 
investments  could  bring  it.  sia  is 
iomething  of  a  wallflower  in  the 
Uliance  game  that  major  airlines  have 
i>een  playing.  It  did  recently  launch 

n  alliance  with  Lufthansa,  but  it 
ifnded  deals  with  Swissair  and  Delta, 
its  future  probably  lies  with  member- 
jlhip  in  one  of  the  two  largest  global 
[tacts,    One    World    and    the    Star 

Jliance.  Given  its  financial  strength 

nd  its  lofty  reputation  for  service,  it 
mould  be  able  to  bargain  from  a 

osition  of  strength.  ■■ 


Cheong  Choong 
Kong  (left) 
and  blissful 
traveler 

Huge  sleeper 
seats  and 
lots  of  other 
goodies  are 
on  the  way. 
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Overall  Momingstar  rating  among  2678  domestic 
equity  funds  for  the  period  ended  9/30/98. 

Gabelli  Growth  Fund 


Gabelli  Growth  Fund  received  Morningstar's 
highest  rating  -  5  stars  for  3-year  performance, 
and  4  stars  for  overall,  5  and  10-year  performance 
ended  9/30/98.  There  were  2678,  1584  and 
713  funds  in  Morningstar's  domestic  equity 
category  for  the  3,  5  and  10-year  periods 


ended  9/30/98,  respectively. 


$61,723 

Sept.  '98 


Gabelli  Growth  Fund  is  a  no-load  diversified 
fund  that  pursues  capital  appreciation 
by  investing  in  stocks  that  have 
favorable,  yet  undervalued, 
prospects  for  earnings  growth. 


$10,000 

Investment, 
in  April 


Howard  F.  Ward,  CFA 

Portfolio  Manager 


Average  Annual  Returns  as  of  9  30  98 


1  Year  5  Year  10  Year       Life  of  Fund* 

+2.7%    +17.4%    +16.9%    +17.2% 


For  a  prospectus  and  other  information,  call: 


1-800-GABELLI 

1-422-3554  •  Fax:  (914)  921-5118  •  info@gabelli.com  •  www.gabelli.com 
Distributed  by  Gabelli  &  Company,  Inc.,  One  Corporate  Center,  Rye,  NY  10580-1435 
Past  performance  does  not  guarantee  future  results.  In  light  of  recent  volatility 
in  the  stock  market,  please  call  1-800-GABELLI  fl-800-422-3554)  to  obtain  the  Fund's 
current  performance,  which  may  be  lower  than  reflected  above. Returns  include 
reinvestment  of  all  income  dividends  and  capital  gain  distributions  and  are  net  of 
expenses.  Investment  returns  and  principal  value  will  fluctuate.  Shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Momingstar  rating 
reflects  historical  risk  adjusted  performance  as  of  9/30/98  and  is  subject  to  change 
every  month.  Momingstar  proprietary  ratings  are  calculated  from  the  Fund's  three, 
five  and  ten-year  average  annual  returns  in  excess  of  90-day  T-bill  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below 
90-day  T-Bill  returns.  The  top  10%  of  the  funds  in  an  investment  category  receive 
five  stars  and  the  next  22.5%  receive  four  stars.  *  Inception  4/10/87. 
The  prospectus  contains  more  complete  information,  including  fees  and 
expenses.  Read  it  carefully  before  you  invest  or  send  money.    10/98 
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THE  RELENTLESS  PURSUIT  OF  PERFECTION. 


Facing  losses  on  its  loans  to  a  truckmaker, 
ABN  Amro  decided  to  stiff  the  bondholders  instead, 
A  cautionary  tale  for  those  who  want  to  let 
U.S.  banks  into  the  securities  business. 

Chinese  walls, 
European-style 


By  Daniel  Fisher 

When  Houston  analyst 
William  Eddleman  first  came 
across  the  bankruptcy  of  Dutch 
truckmaker  daf  N.v.  five  years 
ago,  it  looked  like  a  slam  dunk 
for  the  bondholders. 

Mortally  wounded  by  the 
economic  downturn  of  the 
early  1990s,  DAF  filed  for  bank- 
ruptcy in  February  1993. 
Within  months  it  had  agree- 
ments to  sell  its  British  Leyland 
truck  business  and  several  other 
operations  for  about  $395  mil- 
lion, almost  enough  to  pay  off 
its  loans  and  $80  million  in 
bond  debt. 

Eddleman,  then  at  Coastal 
Securities,  urged  his  well-heeled  WM 
clients  to  buy  the  bonds.  Even- 
tually they  scooped  up  about  $16 
million  worth  (face  value)  at  less  than 
20  cents  on  the  dollar,  anticipating  a 
fivefold  return. 

This  wasn't  a  reckless  gamble.  Not 
only  was  the  6.75%  bond  offering 
managed  by  ABN  Amro  Bank  N.v., 
one  of  the  world's  biggest  financial 
houses,  but  the  bonds  also  came  with 
what  seemed  like  an  ironclad  guaran- 
tee: The  prospectus,  approved  by  abn 
Amro's  own  lawyers,  stated  that  DAF 
wouldn't  extend  collateral  to  any 
other  lenders  without  giving  the 
bondholders  equal  protection. 

"I'm  not  a  virgin  in  these  things, 
and  this  looked  like  it  was  as  sure  as 
you  can  come,"  says  Anthony  Schu- 
man,  a  Dallas  financial  consultant  who 
invested  $100,000  in  DAF  bonds. 

What  Eddleman,  Schuman  and 
other  savvy  investors  failed  to  appre- 
ciate was  the  incestuous  nature  of  the 
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ABN  Amro  headquarters  in  Amsterdam 
Conflicting  interests? 


European  banking  and  securities  busi- 
nesses. Unlike  in  the  U.S.,  where  the 
Glass-Steagall  Act  severely  limits  the 
ability  of  banks  to  engage  in  securities 
underwriting,  European  giants  such 
as  ABN  Amro  and  Germany's 
Deutsche  Bank  can  do  everything 
from  issue  corporate  bonds  to  sit  on 
the  board  of  directors.  In  this  case, 
not  only  did  ABN  Amro  manage  the 
sale  of  daf's  bonds,  but  it  later  led  a 
syndicate  of  banks  that  lent  the  truck- 
maker  some  $400  million. 

So  when  DAF  got  into  financial 
trouble,  abn  Amro  looked  after  its 
own  interests  first.  Sorry,  bondhold- 
ers, ABN  Amro  said,  but  your  securi- 
ties were  issued  by  an  empty  corpo- 
rate shell.  The  banks,  it  seems,  got 
better  terms:  Their  loans  were  backed 
by  plants  and  machinery  owned  by 
daf  subsidiaries. 

But  what  about  the  guarantee?  The 


bondholders  turned  to  Nederland 
Trust  Maatschappij  or  ntm,  the  fir 
charged  with  looking  after  their  intc 
ests  in  bankruptcy.  Alas,  ABN  Am 
owned  50%  of  that  company,  to 
When  the  banks  demanded  dirt 
claims  on  DAF  assets  in  the  eai 
1990s — giving  them  priority  over  t 
bondholders  in  a  bankruptcy — NT 
didn't  protest. 

"When  people  say  ABN  Amro 
more  powerful  than  any  other  ec 
nomic  or  political  creature  in  t 
Netherlands,  this  pretty  much  st 
the  example,"  fumes  James  Rub 
with  New  York- based  Resurgen 
Asset  Management,  anoth 
I  DAF  investor. 

Faced  with  what  looked  li 
p  a  futile  battle,  many  Europe 
a  investors  sold  out  at  a  lo 
1  Americans  running  distresse 
|  securities  investment  boutiqt 
|  pressed  the  trustee  to  sue  J 
half-owner  over  the  collate 
guarantee.  Finally  ntm  relent 
and  in  1994  sued  ABN  Ami 
accusing  it  of  putting  out  a  rrd 
leading  prospectus  and  faili 
to    honor   its   obligations 
bondholders. 

By  U.S.   standards  the  i 

vestors  appeared  to  have 

ironclad  case,  but  a  Dutch  co: 

rejected  all  their  claims  in  Jar 

ary  1997,  sending  the  bonds 

5  cents  on  the  dollar.  On  O 

22  of  this  year  an  appeals  court  iut 

pectedly  reversed  the  decision,  ruli , 

that  ABN  Amro  had  in  fact  violated 

contract  with  bondholders.  That  s< 

the  bonds  back  up  to  27  cents.  A 

Amro  might  appeal  still  further. 

If  it  does  not,  the  bondhold 
stand  to  get  at  least  60  cents  on  1 
dollar  before  attorneys'  fees,  a 
possibly  much  more.  Asked  abc 
the  case,  ABN  Amro  says  it  has  a( 
quate  safeguards  to  prevent  confli 
of  interest. 

There's  a  lesson  here:  Don't  coi 
on  U.S.  law  to  bail  you  out  of  a  f 
eign  investment.  And  while  A 
Amro  dismisses  the  fight  over  DA 
collateral  as  an  aberration,  U 
investors  can  expect  more  such  c 
putes  when  banks  are  forced  > 
choose  between  their  own  capital ;  1 
that  of  customers  who  bought  boi 
from  their  securities  arms. 
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driver 

By  Jerry  Flint 


Trucking 


People  talk  of 
an  auto  boom. 
Better  thev 

w 

should  call  it  a 
truck  boom. 


A  nicely  equipped  Jeep  Grand  Cherokee 
or  Ford  Explorer  is  pushing  $30,000. 
These  sport  utility  vehicles  don't  ride  like 
Lincoln  Town  Cars  and,  personally,  I'm 
tired  of  coffee  in  my  lap  every  time  we  hit 
a  bump.  That  squared-off  Jeep-look  is  get- 
ting boring. 

You  hear  stuff  like  this  all  the  time  and  it 
makes  you  wonder:  Is  the  car  industry  head- 
ed for  trouble?  suvs  and  other  truck-based 
vehicles  are  where  the  money  is  today. 
People  talk  of  an  auto  boom.  Better  they 
should  call  it  a  truck  boom  since  trucks  are 
nearly  one-half  the  market. 

Relax.  The  boom  isn't  ending.  If  some 
folks  are  a  bit  bored,  there  are  new  models 
for  them.  They  split  into  three  types: 

First  are  station  wagons  with  four-wheel- 
drive  systems.  Volvo,  Mercedes,  Audi  of 
Volkswagen  and  Subaru  are  selling  these 
now.  BMW  will  have  a  new  one  in  produc- 
tion in  its  South  Carolina  plant  next  year. 
The  European  wagons  run  $35,000  to 
more  than  $50,000 — low  volume  but  very 
profitable. 

Second  are  the  smaller  car- based  vehicles 
with  four-wheel  drive.  They  are  built  on  car 
platforms  rather  than  heavy  truck  frames. 
This  makes  them  less  costly  to  build  than 
larger  SUVS  and  produces  a  smoother  high- 
way ride,  and  even  a  cute  design  sometimes. 
I  wouldn't  try  driving  one  of  these  things 
up  a  rock-strewn  mountain  trail,  but  how 
many  suvs  ever  go  off  the  road  anyhow? 
Right  now  we  have  two  car-based  SUVs, 
both  around  $22,000— the  Honda  CR-v, 
selling  almost  10,000  a  month;  and  the 
Toyota  RAV-4,  at  6,000.  Good  news  for 
manufacturers:  There  are  no  rebates  on 
these  babies. 

Ford  will  be  the  first  American  in  this 
field  next  fall  with  a  vehicle  built  in  its  plant 
at  Kansas  City,  Mo.  General  Motors'  Saturn 
plant  in  Tennessee  will  build  one  maybe  a 
year  later.  Chrysler  will  have  a  four-wheeler, 
Pronto,  built  off  its  Neon  car  platform.  The 
extra  volume  and  no-rebate  price  (even  new 
1999  Neons  get  $1,500  rebates  today)  is 
expected  to  make  the  Neon  platform  prof- 
itable for  Chrysler. . 

The  third  group  consists  of  larger,  sleeker, 
nothing-like-jeep  vehicles — the  $35,000  to 


$40,000  Toyota  Lexus  RX  300,  for  exam- 
ple. These  are  real  hybrids — suv  rugged- 
ness,  passenger-car  comfort.  Ford  plans  one 
in  four  years  with  an  aluminum  body,  prob- 
ably 100,000-plus  volume.  At  the  Detroit 
auto  show  in  January  gm  will  show  off  sev- 
eral concept  sport  wagons.  Only  Chrysler 
does  not  have  a  full-size  sport  wagon. 

What  about  pickups?  More  new  product 
here,  too.  Big  pickups  are  selling  at  a  2-mil- 
lion-a-year  rate,  7%  better  than  last  year. 
Ford's  F-series  is  the  leader  and  will  sell 
750,000  this  year.  (The  bestselling  passen- 
ger car,  Toyota  Camry,  has  about  half  this 
volume.)  The  next  year  could  be  better, 
with  gm  pushing  its  new  Silverado  and 
Sierra  pickups  to  overtake  Ford.  But  Ford 
probably  will  hold  its  lead,  at  least  for  next 
year.  Toyota  will  be  introducing  a  big  new 
pickup  in  the  spring,  built  in  a  new 
Evansville,  Ind.  plant.  Chrysler's  big  Ram 
will  do  400,000  sales  this  year. 

These  pickups  are  high-profit  vehicles;  a 
loaded  V-8  four-wheel-drive  pickup  lists  for 
$30,000,  and  Ford's  super-big  series  runs 
higher.  Rebate?  Fuhgedit. 

Minivans?  Despite  the  Wall  Street  Journal 
story  about  the  revolt  of  the  soccer  moms, 
close  to  1.1  million  minivans  will  be  sold 
this  year,  up  5%  from  last  year.  Chrysler  is 
champion  and  will  sell  more  than  500,000 
this  year.  The  new  Honda  made-in-Canada 
minivan  is  winning  raves;  Ford  will  push 
hard  to  rebuild  sales  for  its  Windstar  (finally 
with  four  doors)  and  Chrysler  will  defend 
its  huge  volume  with  deals.  The  business  is 
competitive  and  rebates  are  common — but 
it's  profitable. 

And,  despite  the  gripes  about  price  and 
ride,  the  regular  suvs  continue  to  move. 
Ford's  Explorer,  the  leader,  will  do 
400,000  sales  this  year.  Chrysler's  Grand 
Cherokee  was  down  this  year  but  the 
Dodge  Durango  is  a  huge  winner.  The  gm 
suv  lineup  is  outselling  last  year,  and 
Mercedes,  Honda  and  Toyota  are  feeling 
no  pain.  More  new  models  are  coming:  A 
huge  Ford  to  challenge  gm's  Suburban,  the 
new  Toyota  built  in  Indiana,  a  new  Nissan 
from  Smyrna,  Tenn. 

So,  a  few  people  are  bored  with  SUVs. 
Most  of  the  country  clearly  isn't.  mm 


erry  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 
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In  progressing  from  cooking  oil  to  computers,  Wipro 
both  exemplifies  and  leads  India's  march  to  modernity. 

What's  cooking 
at  Wipro? 


By  Subrata  N.  Chakravarty 

Three  decades  ago  Azim  Hasham 
Premji,  now  53,  abandoned  his  engi- 
neering studies  at  Stanford  two  quar- 
ters short  of  graduation.  His  father 
had  died,  and  the  younger  Premji  had 
to  return  to  run  the  family  business. 

His  father's  company  processed  one 
of  the  most  ancient  of  products:  cook- 
ing oil.  The  new  Wipro  is  one  of 
India's  leading  technology  companies. 
The     Mumbai      (Bombay)     Stock 
Exchange's  Sensex  index 
dropped    20%    between 
April  and  July,  but  Wipro's 
market  cap  doubled,  peak- 
ing at  $2.1  billion.  Con- 
trolling 75%  of  the  stock, 
Premji  is  one  of  India's 
genuine  billionaires. 

Wipro's  cooking  oil 
business  remains,  and  so 
do  several  other  basic  con- 
sumer product  lines;  but 
the  real  glamour  in 
Wipro's  revenues  ($430 
million  in  revenues  in  the 
latest  fiscal  year)  are  com- 
puters and  software. 

Premji's  first  task  on 
returning  home  was  to 
modernize  the  oil  business. 
"We  were  the  pioneers  in 
packaging  for  the  mass 
market,"  says  Premji. 

"A  customer  would  go 
to  a  retail  shop  and  ask  for 
50  grams,  100  grams  of 
vanaspati  [solidified  fat]. 
The  retailer  would  scoop  it 
up  from  an  open  box — in 
which  there  were  crawling 
mosquitoes  and  flies — and 
put  it  in  a  plastic  container. 
We  went  from  bulk  packs 
of  vanaspati  to  [single-use- 


size]  consumer  packs." 

That  worked;  but  after  studying  at 
Stanford,  Premji  wasn't  going  to  be 
satisfied  with  cooking  oil.  In  1980 
Wipro  began  building  minicomputers 
with  technology  licensed  from  Sen- 
tinel Computer  Corp.,  U.SA. 

To  gain  credibility,  Premji  stressed 
service.  Wipro  sold  directly  to  corpo- 
rate customers  and  provided  aftersale 
service  directly.  When  its  name  and 


brand  were  established,  Wipro  bega 
selling  through  a  dealer  network  an 
began  assembling  products  made  b 
such  well-known  companies  as  Canoi 
Cisco  Systems,  Epson,  Hewlet 
Packard  and  Sun.  It  also  distribute 
software  from  Adobe,  Borland  an 
Netscape,  and  began  designing  an 
manufacturing  peripherals,  like  d< 
matrix  printers. 

Early  in  the  PC  era — in  1985- 
Wipro  allied  with  Acer,  the  Taiwane:i 
PC-maker.  "Our  [PC]  the  first  l] 
months  was  largely  an  Acer  kit,"  sa 
Ashok  Soota,  group  president  < 
Wipro  Infotech.  Wipro  and  Acv 
parted  company  for  a  while  and  Wip> 
produced  its  own  machines,  but  th< 
teamed  up  again  in  1991.  Wipro  o» 
55%  of  the  joint  venture. 

It's  no  great  trick  to  assemb 
computers  in  India,  and  local  produc 
being  much  cheaper,  haij 
75%  of  the  market  in  units.  But  mult 
national  brands  like  IBM,  Comp;; 
and   Acer   command    a    50%   pri 


Azim  Hasham  Premji,  chairman  of  Wipro  Corp. 
Silicon  Valley's  loss  was  India's  gain. 
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[rcmium,  which  is  why  it 
ecided  it  needed  a  foreign 
jrtner  again.  Wipro-Acer 
ow  has  an  8%  market  share. 

■  lit  in  order  to  compete  in 
M  local  product  segment,  a 

wipro- branded  computer  has 

een  reintroduced  in  the 
'onpremium  market. 

More  recently  Soota, 
■iking  advantage  of  India's 
'ugc  pool  of  educated  Eng- 

sh-speakers,  has  added  net- 
•ork  and  facilities  manage 

lent  services.  Thus,  tor 
•ample,  a  customer  with  a 
•roblcm  might  call  a  help 
tumber  and  never  know  that 
ke  call  has  been  beamed  to      BBM 

idia  tor  resolution. 

■  Wipro  had  been  writing  software 
•nee  getting  into  the  computer  busi- 

"We  knew  we  could  become 
world  player  in  software,"  Soota 
vs.  Because  software  is  labor-inten- 
\e,  India  has  a  huge  advantage  in 
iat  a  good  engineer  who  might  fetch 
p0,000  per  year  in  the  U.S.  is  happy 


A  technician  monitors  Internet  facilities 

Moving  up  the  value  chain  with  better  services. 


to  earn  $10,000  in  India. 

Wipro  began  doing  custom  projects 
for  customers,  much  of  it  for  export. 
Last  fiscal  year  Wipro's  software 
exports  exceeded  $103  million.  "We're 
growing  literally  as  fast  as  we  can  based 
on  the  availability  of  skilled  and  trained 
manpower,"  says  Soota. 


Now  Wipro  is  beginning 
to  concentrate  on  what 
Premji  calls  "domain  skills." 
Among  the  "domains"  on 
which  Wipro  is  concentrating 
for  export — especially  to  the 
U.S. — are  health  care, 
telecommunications,  enter- 
prise resource  planning  and 
data  communications. 

Premji  takes  understand- 
able pride  in  Wipro's  joint 
venture  with  GE  Medical  Sys- 
tems Ltd.  in  the  manufacture 
of  medical  hardware  like  CAT 
scanners,  X-ray  and  ultra- 
sound machines  . 

Wipro-GE  Medical  Systems 
is  a  truly  high-tech  operation. 
It  builds  and  designs  low-end 
ultrasound  machines  for  export  to 
poorer  countries  diat  cannot  afford  the 
more  expensive  machines.  It  writes 
software  for  ge's  U.S. -made  cat  scan 
and  mri  equipment.  India  can  count 
itself  lucky  that  Premji  returned  home 
rather  than  building  his  career  in  Sili- 
con Valley.  ■■ 


rou'll  want  to  wear  them  everywhere...  and  you  can! 

1H.S.  Tra.sk  introduces  TRASK-MOCS.  Not  exactly  a  shoe,  but  much  more  than  a  moccasin.  We've       /^^-— -il>SiV\ 
taken  your  comfortable,  around  the  house  moccasin  and  re-eneineercd  it  with  a  traditional  plantation      /    vi^F    ^«^s^  \ 


taken  your  comfortable,  around  the  house  moccasin  and  re-engineered  it  with  a  traditional  plantation 
crepe  outsolc  and  cushion  orthotic  for  all-purpose  use.    Made  in  the  U.S.A.,  one  pair  at  a  time. 


For  Product  Information  or  Retailer  Nearest  You,   Call  Toll  Free:  1 -888-21 -TRASK  or  www.hstrask.com 
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Dell  offers  a  complete  line  of  Intel-based  workstations/servers.  The  Dell 
Workstation  610  offers  advanced  performance  for  demanding  applications 
two  Intel  Pentium"  II  Xeon™  processors,  and  swift  2D/3D  graphics  engines, 
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Dell  PowerEdge'6300  Server  can  accommodate  up  to  four  Pentium" II  Xeon™ 
4GB  of  ECC  memory  and  seven  hot-plug-ready  PCI  slots.  And,  Dell  will  be  th 
up  this  server  24  hours  a  day  if  anything  should  go  wrong.  1.888.9 
Intel,  the  Intel  Inside  logo,  and  Pentium  are  registered  trademarks  and  Pentium  II  Xeon  is  a  trademark  ot 
Dell,  the  Dell  logo,  and  PowerEdge  are  registered  trademarks  of  Dell  Computer  Corporation.  Be  Direct  ai 
are  trademarks  of  Dell  Computer  Corporation.  ©  1998  Dell  Computer  Corporation.  All  rights  reserved. 


." 


24-hour  assistance.  One-to-one  contact  On-site  support. 
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At  Dell,  we  believe  your  business  should  get 
what  it  needs,  at  the  time  it's  really  needed. 
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►  up  &  COMERS 

Scott  Technologies  dominated  the  market 
for  emergency  oxygen  equipment. 
Then  it  got  lazy. 

'Shame  on  us!" 


By  Silvia  Sansoni 

Coddle   your  customers." 
It's  such  a  management 
cliche  that  you  can't  ima- 
gine   how    Scott    Tech- 
nologies Inc.,  North 
America's  number  one  maker  of 
emergency  breathing  equipment 
for  fire  departments  and  airlines, 
got  into  such  trouble. 

Ten  years  ago,  when  it  had 
35%  of  the  hook  and  ladder 
business,  Scott  got  a  call  from 
Philadelphia's  fire  department 
to  build  a  "voice  -mitter"  into  its 
air  packs  to  allow  firemen  to  talk 
to  each  other  with  their  masks 
on.  Forget  it,  Scott  told  one 
of  its  largest  and  most  loyal 
customers.  "Their  attitude  was: 
'Here's  the  product — if  you 
want  it,  buy  it;  if  not,  see  ya 
later,"  says  Philadelphia's  dep- 
uty fire  commissioner  Matthew 
McCrory.  The  city  switched  to  a 
competitor. 

Sales  at  Cleveland-based  Scott 
didn't  collapse.  But  the  handful  of 
defecting  customers  came  to  the 
attention  of  Glen  Lindemann,  Scott's 
new  chief  executive,  who  joined  the 
company  in  1989.  "Shame  on  us  for 
driving  customers  into  the  hands  of 
the  competition,"  he  told  his  execu- 
tives. Lindemann  had  spent  20  years 
sweating  it  out  as  a  low-profile  engi- 
neer and  division  manager  at  compa- 
nies like  Norton  Co.  and  Rockwell 
International  Corp.,  where  he  learned: 
"If  you  want  to  stay  number  one  you 
have  to  earn  it." 

Lindemann  set  out  to  redesign  the 
basic  fireman's  air  pack,  then  an 
$1,800  item  that  hadn't  been  over- 
hauled in  at  least  a  decade.  But  critical 
research  dollars  were  hard  to  come  by 
scott  was  then  a  small  division  of 
•iggie  International,  a  bloated  $1.2 
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billion  conglomerate  with  27  lines  of 
business,  ranging  from  sporting  goods 
to  battery-powered  tractors,  insurance 
and  steel  products.  Figgie  funneled 
Scott's  profits  into  underperforming 
divisions,  starving  Scott  of  R&D  funds. 

"Those  were  trying  times,"  shud- 
ders Lindemann.  In  1993  new  man- 
agement replaced  the  Figgie  family 
and  started  selling  off  assets  to 
pay  down  debt.  Over  the  last  five 
years  Figgie  has  been  stripped  down 
to  Scott  Technologies,  which  survived 
the  clearance  sale  because  it  was 
Figgie's  most  profitable  business, 
accounting  for  40%  of  corporate 
earnings. 

Free  of  a  cash-cow  mentality,  Scott 
boosted  its  yearly  R&D  spending  30%, 
to  $3.5  million.  Lindemann  ordered 
his  engineers  to  start  calling  on  cus- 
tomers, and  inviting  firefighters  to 
review  every  single  piece  of  Scott's  air 
pack,  from  the  buckle  assembly  and 


shoulder  strap  to  the  cylinder  latch, 
the  time  they  got  through,  custorr 
could  add  100  new  features  to  ti 
air  packs,  including  an  alarm  t 
sounds  if  the  fireman  passes  out 
vibrator  that  alerts  him  when  his 
supply  is  getting  low. 

No  problem  is  too  small  to  ignc 
When  the  Boston  fire  departm 
complained  that  the  compressed 
bottles  strapped  to  firemen's  ba 
were  rattling  in  their  harnesses,  Sc 
executives  and  engineers  flew  ou' 
take  a  look,  talked  with  the  guys  at 
firehouse  and  went  back  to  the  dr 
ing  board.  They  had  a  new  model 
matter  of  weeks,  and  sent  sample 
the  new  frame  to  Boston.  The  1 
nesses  went  back  and  forth  sev 
times  before  Scott's  designers  gc 
right.  Today  a  dozen  firefighters  sil 
the  company's  user  advisory  cour 
meeting  once  a  year  with  Scott  ei 
neers  to  put  the  finishing  touches 
prototypes  and  kick  around  new  pi 
uct  ideas. 

Lindemann  is  also  paying  m 
attention  to  his  customers  for  dr 
down  oxygen  masks  on  airplai 
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!i.  R.  i  Jim  I  Kaletta,  Scott's  vice  pres- 
ient  for  aviation  products,  is  a  certi- 
ed  pilot.  When  he  flies  on  business 
-ips.  he  sits  in  the  cockpit  with  the 
'  llots  and  picks  their  brains. 

Customers  have  rewarded  that  new 
ttention.  Over  the  last  three  years 
lies  have  jumped  55%,  to  SI 75 
lillion,  as  372  new  tire  departments, 
long  with  Philadelphia's,  have 
gned  on.  Market  share  has  risen 

►  up  &  COMERS 


to  more  than  50%  for  fire  depart- 
ments and  to  60%  for  the  airplane 
oxygen  masks.  With  Scott  products 
priced  20%  higher  than  those  of 
competitors,  profitability  is  strong; 
the  operating  margin  (net  before 
depreciation,  interest  and  taxes)  is 
running  21%. 

Lindemann  is  spreading  Scott's 
name  around  outside  his  customer 
base.  Every  year  the  company  spends 


nearly  $1  million  to  sponsor  a  nation- 
al firefighting  competition,  Combat 
Challenge,  a  series  of  stunts  that  sim- 
ulate rescue  operations.  The  finals  are 
aired  on  espn. 

Now  to  convince  Wall  Street,  which 
punished  Figgie's  stock  for  years.  Few 
analysts  follow  Scott,  which,  at  a 
recent  $14,  was  trading  at  21  times 
expected  1998  earnings — compared 
with  29  times  for  the  S&P.  M 


one  of  your  engineers  says  you  should 
lash  the  price  of  your  lead  product  by 
0%,  you'd  better  listen. 


old  ya  so 


Daniel  Fisher 

jk        cofoundcr  of  VTE1   Corp.  in  1985,  Michael 

/%       Kenoyer  was  one  of  the  pioneers  ofvidcocon- 

I  LhA      ferencing  equipment.  But  the  microprocessor 

1/       %    revolution  was  sweeping  VTEl  into  obscurity. 

L.     -^^W'hile  semiconductor  makers  were  coming  out 

ith  ever  more  powerful  chips,  making 
h  inexpensive  desktop  videoconfer 
'icing  system  inevitable,  Austin,  Tex. 
IsedVTEl  was  still  selling  $30,000 
'stems  the  si/c  of  a  small  refrigerator. 
'  As  chief  systems  architect  for  the 
pmpany,   Kenoyer  knew    he  could 

imbine  some  clever  software  with  the 

test  digital  signal  processor  chips  to 
•ake  the  same  system  at  a  fraction  of 

c  cost.  "I  said  to  myself,  'Someone's 

)ing  to  do  it,'"  recalls  Kenoyer,  46. 
ut  VTEL  management  was  reluctant:  It 
iid  4  nice  little  business  selling  corn- 
ex  systems  to  schools  and  hospitals. 
!  Not  everyone  at  \"l  EL  shared  this  myopic  view.  Craig 
ialloy,  then  a  director  of  marketing,  was  convinced  he 
■mid  sell  thousands  of  inexpensive  systems,  but  he  knew 
rtter  than  to  try  to  change  the  minds  of  his  superiors.  "We 
Imld've  stayed  and  been  silent  and  unhappy,  or  we  could 

we,"  says  Malloy  "We  chose  to  leave." 
I  In  September  1996  Malloy  and  Kenoyer  took  three  col- 
>ligues  with  them  and  lined  up  $62,500  from  Austin 
Ivestor  John  Hime,  enough  to  cover  living  expenses  for  a 
l*v  months.  "They  said  they  could  build  a  better  product 
lid  do  it  at  a  fifth  of  the  price,"  says  Hime,- who  was  an 

•  rfy  executive  at  Sun  Microsystems  and  Tivoli  Systems.  "I 
I'uldn't  find  a  reason  not  to  invest  in  them." 
I  In  less  than  a  year  the  fledgling  company,  called  ViaVideo 
Ismmunications,  raised  $9  million  in  venture  capital. 


A  sharper  image:  Kenoyer,  Chief 
Executive  Robert  Hagerty  and  Malloy. 


ViaVideo  used  the  money  to  develop  a  new  videoconfer- 
encing system  in  a  sleek  black  case  a  little  larger  than  a  note- 
book computer.  It  featured  a  voice-activated  swiveling 
camera,  six  microphones  and  full-motion  video.  ViaVideo's 
engineers  used  two  Philips  TM-1000  digital  signal  processors 
capable  of  handling,  between  them,  6  billion  operations  a 
second — the  equivalent  of  seven  Intel  Pentium  II  micro- 
processors found  in  top-of-the-line  PCs.  They  added  a  lot  of 
software.  The  result  was  a  system  that  could  be  profitably 
sold  at  $6,000  and  had  all  the  features  of  a  system  seven 
times  the  price. 

Now  to  locate  someone  to  manufacture  and  distribute  it. 
ViaVideo  found  an  apt  partner  in  Polycom,  Inc.,  a  San  Jose, 
Calif-based  company  that  controlled  70%  of  the  world 
speakerphone  market.  Like  ViaVideo,  Polycom  had  been 
started  by  a  defector  from  the  videoconferencing  industry — 
Chief  Executive  Brian  Hinman  had 
been  a  cofounder  of  PictureTel.  Poly- 
com had  the  advantage  of  being  pub- 
licly   traded;    when    the    companies 
merged    in    January,   ViaVideo   was 
acquired  in  a  cashless  deal  for  $54  mil- 
lion in  stock.  Polycom  began  shipping 
the  new  ViewStation  in  February.  In  the 
second  and  third  quarters  of  this  year, 
reports  TeleSpan  analyst  Elliot  Gold, 
Polycom  was  the  unit  sales  leader,  sell- 
ing 7,759  ViewStation  systems  to  Pic- 
tureTel's 7,180  and  vtel's  2,000.  Poly- 
com's revenue  in  those  quarters  more 
than  doubled,  to  $58  million. 
Polycom  will  have  to  fight  to  stay  on  top.  PictureTel  is 
adding  features  to  its  low-end  SwiftSite  system  ($5,500  to 
$10,500)  to  go  head-to-head  with  ViewStation  by  early 
next  year.  But  Kenoyer  and  Hinman  aren't  sitting  on  their 
hands  either.  They've  already  come  out  with  a  $3,000  add- 
on to  permit  multiple,  simultaneous  videoconferences, 
replacing  a  $40,000  box  sold  by  PictureTel  and  vtel. 

A  year  after  Kenoyer  and  company  left,  vtel  sued  them 
for  theft  of  trade  secrets.  Their  case  seems  weak.  Resellers 
like  Lucent  Technologies  gave  Kenoyer  and  his  mutineers 
the  legal  once-over  before  taking  on  their  prod  ct.  The 
defectors,  meanwhile,  share  a  Polycom  stake  tha  >  almost 
tripled  in  value,  to  $44  million,  since  the  merger. 

PictureTel  and  vtel  haven't  done  so  well:  Their  shares 
are  down  85%  from  their  alltime  highs.  ■■ 
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Can  you  franchise  funny? 
The  two  creators  of  VHl's 
hip  Pop-Up  Video  are 
betting  on  it. 

Wise  guys 

By  Adrienne  Sanders 

Look  up  "television  repair" 
in  the  Manhattan  Yellow 
Pages  and  you'll  find  an 
unusual  TV  fix-it  shop:  Spin 
the  Bottle,  Inc.  studios,  run 
by  the  creators  of  VHl's  hit  show 
Pop-Up  Video.  The  inside  joke  is 
quintessential  Tad  Low,  32,  and 
Woody  Thompson,  31,  Spin  the 
Bottle's  young  founders  who  aim  to 
"repair"  TV  by  making  it  funnier  and 
edgier.  As  Low  indelicately  puts  it: 
"Our  shows  are  an  alternative  to  the 
crap  that's  out  there." 

Or  so  he  hopes.  So  far,  the  surest 
bet  is  Pop-Up  Video.  Launched  in 
1996,  it's  a  30-minute  show  that 
spruces  up  old  music  videos  with  new 
text  bubbles  meant  to  poke  fun  at 
overexposed  rock  stars.  They  range 
from  irreverent  ("41%  of  balding  men 
wear  hats,"  says  a  pop-up  accompany- 
ing Phil  Collins  sporting  a  chapeau)  to 
embarrassing  (Michael  Jackson's  nick- 
name as  a  kid  was  "big  nose")  to 
downright  tasteless  ("The  flush  toilet 
dates  back  to  2000  B.C."  pops  up  in  a 
bubble  in  the  Jewel  video  shot  in  a 
bathroom,  and  is  followed  by  "toilet 
paper  wasn't  invented  until  1857").  In 
case  you  wondered,  they  don't  have  to 
get  permission  from  the  video  copy- 
right-owners and  lampooned  stars. 

Low  and  Thompson  want  to  lever- 
age that  success  to  create  their  own 
cable  channel  using  their  own  pro- 
gramming .  .  .  someday.  Meantime, 
Viacom,  the  parent  of  VH1,  is  giving 
the  guys  a  longer  leash  to  develop  new- 
shows  and  recently  let  them  move 
heir  staff  out  of  VHl's  offices  and 
T>  Spin  the  Bottle's  new  studios. 
't    means    a    chance    at    bigger 
rewards — if  any  of  their  new  shows  pay 
off.  But  there's  also  a  lot  more  risk,  as 
the  pair  starts  to  absorb  considerable 
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Trying  hard  to  make  a  splash:  Spin  the  Bottle's  Woody  Thompson  and  Tad  Low. 


production  costs  and  overhead. 

Pop-Up  spinoffs  should  contribute 
some  $240,000  to  what  Low  and 
Thompson  claim  will  be  1998  rev- 
enues of  $2  million.  Among  them: 
nfl  stadium  scoreboards  with  pop- 
ups  superimposed  on  fans  and  play- 
ers, and  a  couple  of  books  ( The  Truth 
About  Fame  and  The  Truth  About 
Sex)  for  HarperCollins  that  feature 
their  trademark  naughty  bits  of  trivia. 

Low  and  Thompson  are  aggres- 
sively hawking  new  ideas  for  shows  to 
cable  networks,  which  is  a  very  tough 
sell.  Indeed,  they  spent  two  years 
shopping  their  shows  around  before 
Viacom  agreed  to  buy  Pop-Up  Video, 
now  VHl's  most  popular  half-hour 
show.  "Everyone  loved  us,  but  when 
die  executives  went  back  to  pitch  our 
ideas  to  their  bosses,  they  just  didn't 
have  the  same  energy,"  says  Low. 
"They  weren't  going  to  risk  half  a 
million  dollars  on  two  28-year-old 
guys    who'd    never    executive-pro- 


duced a  show  before." 

Today  there  are  some  big  fans  in  tl 
entertainment     business — but 
commitments.  "Spin  the  Bottle  is  i 
of  the  more  creative  groups  work 
in  television  today,"  says  Jon  Mill| 
chief  executive  of  USA  Broadcast 
which  owns  16  TV  stations  across  1| 
country.  So  far,  though,  he  has  boun 
only   one   of  their   more   promisi 
shows,  Phly  (as  in  fly  on  the  wa 
which  combines  funky  graphics  wj 
eavesdropped  conversations. 

Disney's  ABC,  which  is  desperat] 
searching  for  a  funny  show,  has  p 
what  Thompson  and  Low  insist 
$500,000  for  a  "first  look"  at  tr 
ideas,  but  has  passed  on  all  of  the  j 
They  include  a  sort  of  teenage  upd  \ 
ed  version  of  The  Dating  Game\ 
which  contestants  perform  stunts 
prove  they're  "relationship  materi;  j 

Dealing  with  sclerotic  netwo 
and  overly  cautious  cable  empire  i 
only  part  of  the  problem.  Low  ; 
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You  outgrew  your  stroller.  You 
outgrew  your  first  bike.  You 
outgrew  your  car.  It  happens. 
Life  is  too  big  to  fit  in  a  car. 
That's  why  we  don't  make 
cars.  We  believe  that  big 
lives  need  the  big  cargo 
space  of  an  Isuzu  Trooper. 
And  if  you  outgrow  85  cubic 
feet  of  cargo  space,  well, 
good  luck.  Isuzu.  No  Cars. 


26  2700  /  www.gofarther.cor 


American  Isuzu  Motors  Inc. "Go  farther"  is  a  trademark  of  Amenc      ;uzu  Motors  li 
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Thompson's  bad-boy  antics  have 
offended  some  powerful  potential 
allies.  They  managed  to  upset  Oprah 
Winfrey  when  they  appeared  on  her 
show,  complaining  when  her  produc- 
ers nixed  some  of  their  ideas  for  a  Pop- 
Up  script  and  accusing  her  staff  of 


being  sycophants.  "Needless  to  say,  I 
don't  think  we'll  be  invited  back,"  says 
Low.  They  were  also  excluded  from 
participation  in  Bell  Atlantic's  pop-up 
ad  earlier  this  year — which  would  have 
been  a  lot  funnier  with  their  input. 
One  day  Thompson  and  Low  may 


become  an  important  new  comi 
voice  on  television.  But  for  now, 
least,  the  joke's  on  them:  The  Ne\ 
York  City  Department  of  Consume 
'Affairs  ordered  them  to  appear  i 
court  for  operating  a  TV  repair  sei 
vice  without  a  license.  ■ 


Tim  Simon  creates  electronic  doodads  for  a  living — 
and  has  developed  a  lifestyle  most  of  us  can  only  envy. 

Floating  design  palace 


Timothy  Simon  designs 
products  —  gizmos, 
really — for  high-end  cata- 
log retailers  like  Brook- 
stone 
and  the  Sharper 
Image,  as  well  as 
for  Honeywell  and 
Siemens.  That's 
half  the  fun.  The 
other  half:  He 
runs  a  truly  virtual 
company,  mostly 
from  his  60-foot  sail 
boat  in  San  Francisco 
Bay.  "I  have  invested 
in  technology  rather 
than  rent  " 
Simon,  49. 

He  still 
pays  rent  for 
a  small 

office  in  San 
Francisco, 
where       he 
checks  in  a 
few  times  a 
week.     But 
his  one-man 
floating    corporation 
>day  is  a  far  cry  from 
e       company       he 
i     nched  21  years  ago. 
'    had  to  hire  a  recep- 
ti     ist,  an  office  man- 
ag      and  someone  to 
tak      are  of  the  corn- 
just  to  work  with  the  core 
if  three  or  four  people,"  he 
o  in  1993  Simon  cut  his  staff 
to  zero.  Now  he  deals  with  a 
.'independent  contractors 
l'lvturers  all  over  the  world 


via  the   Internet  on  a  project-by- 
project  basis. 

A  recitation  of  those 
projects  reads  like  a  page 
from  the  doodad  hall  of 
fame.  There's  the  out- 
door ultrasonic  pest  de- 
terrent with  flash;  the 
water   timer   for   home 


put 

groi 

recal 

from 

handl 

and  m 


sprinklers;  motorized  tie 
racks;  a  coin  sorter  and 
roller;  sound -activated 
light  switches;  quick- 
release  key  chains;  the 
travel  humidifier;  a  ladies' 


make-up  mirror,  magnified  5X;  snoi 

abatement  devices;  the  call-in  contrc 

that  lets  you  switch  the  electric 

ty  and  heat  in  your  house  on 

j    off  even   when   you're    mihi 

J    away — the  list  of  $50-to-$10 

products  goes  on  and  on.  Hard 

groundbreaking  stuff.  But,  ;L 

Simon  says,  "This  is  not  Menl'l] 

Park     and     I'm     nc 

Thomas  Edison." 

But  he's  still  goc 
enough  to  sit  back  ; 
let  the  jobs  come  i 
him.  He  claims  that  $ 
million  of  consult 
fees,      royalties 

wholesale : 
enues  came 
last         yes 
Simon  devt 
oped    a    fe 
for  this  kii' 
of  work  fro' 
his  stepfathi  | 
who    was 
tool    and    die    mak 
Working  as  a  salesm 
for  Nikon,  Simon  ti 
kered  at  home  with  s< 
eral  gadgets,  including 
hearing    aid    for    1 1 
grandmother,     befr 
deciding  to  set  up  1 
own  shop  back  in  19* 
Next  on  the  drawi 
board:  a  digital  machi 
1  to  help  you  sleep  better.  It  rel  || 
§  on  sound  as  well  as  light.  E 1 1 
£  you  can  bet  that  nothing  be 
the   sound   of  waves   lappi 
against  that  boat  of  his. 

-T.P. 
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You  have  a  great  acquisition  opportunity. 

Can  you  spare  the  cash? 

Do  you  y i 
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.Oracle'  Applications  help  you  analyze  your  current  cash  position  and  make  accurate  cash  projections.  You  can  globally  view  your 
position  across  any  currency,  organization  and  time  period.  In  other  words,  it's  as  close  as  you  can  get  to  predicting  the  future.  Oracle 
Applications  integrate  your  entire  business  — sales,  service,  supply  chain,  manufacturing,  accounting,  projects,  human  resources. 
Everything.  Our  applications  capture  all  the  information  needed  to  provide  a  complete  view  of  what's  going  on  in  your  business. 
Every  decision  you  make  is  based  on  up-to-date  information  and  impact  on 

shareholder  value.  If  you'd  like  to  know  even  more — and  who  wouldn't — call  Oracle  ^^^^^ I  ^^^^"^^^^» ^^^^^» 

at  1-800-633-0925,  ext.   16358,  or  visit  www.oracle.com/info/16  today.  Appl    i    C    a    t    i    O    II    S 

01998  Oracle  Corporation.  All  rights  reserved-  Oracle  is  a  registered  trademark  of  Oracle  Corporation. 
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Not  all  entrepreneurs  get  rich.  Some  simply  escape  poverty- 
a  big  step  up  for  them. 

Micro-entrepreneurs 

By  Colleen  Mastony 

When  Americans  think  "entrepreneur" 
these  days,  they  tend  to  think  of  Michael 
Dell  or  Jeffrey  Bezos.  But  the  woman 
who  opens  a  store  in  a  nearby  mall  or 
the  man  who  starts  a  mail-order  business 
from  his  home  are  no  less  entrepreneurs. 

Starting  your  own  business  can  offer  an  escape  from 
poverty  as  well  as  a  road  to  riches.  Several  nonprofit 
organizations — Trickle  Up  Program  in  Manhattan; 
Somerville,  Mass. -based  Accion  International;  Working 
Capital  in  Cambridge,  Mass. — encourage  poor  people  to 
bootstrap  their  way  to  economically  productive  lives 
with  loans  and  grants  of  as  little  as  $200.  Other  penni- 
less would-be  entrepreneurs  find  help  elsewhere. 

In  1993  Francoise  Goulet  fled  an  abusive  husband  in 
Rhode  Island  with  only  $20  in  her  pocket.  For  six 
months  she  and  her  two  young  children  moved  in  and 
out  of  battered-women's  shelters,  finally  settling  in  a 
trailer  park  in  Barre,  Vt.  There  she  enrolled  in  the  Ver- 


Pressure  point:  Goulet  left  behind  an  abusive  husband. 

mont  School  of  Professional  Massage,  paying  off  most  of 
the  $3,600  tuition  fee  in  monthly  installments  tied  to  her 
earnings.  Business  classes  at  the  Central  Vermont  Com- 
munity Action  Council  qualified  her  for  a  $500  loan 
from  Working  Capital  and  a  $700  grant  from  Trickle  Up. 
The  money  paid  for  a  portable  massage  chair  and  table, 
as  well  as  advertising  in  the  local  paper. 

Now  47,  Goulet  has  been  off  welfare  for  about  15 
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Putting  his  best  foot  forward:  a  second  chance  for  Webster, 


months,  and  estimates  her  revenue  will  be  abou 
$14,000  this  year — not  much,  but  adequate  in  the  run 
area  she  inhabits.  She  and  her  children  have  moved  int 
a  three-bedroom  house  overlooking  the  mountains  c 
central  Vermont.  "I  feel  so  blessed  that  I'm  alive  and 
have  my  children,"  she  says. 

John  Webster  of  Wells,  Me.  hit  a  long,  downwar 
slope  after  seeing  his  two  young  children  struck  an 
killed  by  a  car  and  the  subsequent  failure  of  his  re; 
estate  development  company.  "I  had  to  rely  on  foo 
stamps,  fuel  assistance  and  welfare,"  he  recalls.  "It  takes 
lot  out  of  you."  In  and  out  of  jobs,  Webster  fell  back  o 
woodworking,  a  skill  he  inherited  from  his  father.  H 
got  so  many  compliments  on  a  walking  stick  he'd  mad 
for  himself  out  of  a  discarded  Christmas  tree — a  wid 
base  for  balance,  a  storage  compartment  and  wooc 
burned  designs — that  he  began  accepting  orders  froi 
friends  and  neighbors. 

Turned  down  by  banks,  Webster,  now  60,  received 
$700  Trickle  Up  grant  in  1997  to  pay  for  a  booth  i 
local  craft  shows.  Since  then,  he  has  sold  almost  30 
walking  sticks  for  $40  each  and  about  600  decorath 
boxes  for  an  average  $8  apiece.  "Small  accomplishmen 
can  mean  so  much,"  says  Webster.  "This  has  change 
my  life." 

"I  don't  care  if  I  have  to  walk  the  streets,  I'm  just  nc 
a  welfare  person,"  says  Merlinda  Sedillo  Welch,  57.  SI 
refused  public  support  back  in  1995 — even  though  si 
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Any  purchase 


Go  to:  www.egift.com 


At  www.egift.com  you'll  find  everything  from  jewelry,  gourmet  food  and 
crystal  to  flowers,  toys  and  cool  gadgets  -  all  gift-packaged  and  ready 
to  be  shipped  worldwide  via  Federal  Express™. 

Questions?  Our  gift  finder  can  help  you  pick  the  right  gift  for  anyone,  or 
if  you  prefer,  one  of  our  gift  experts  can  take  your  call  24  hours  a  day. 
So  shop  online  and  save.  Now  through  December  12, 1998. 

Orders  placed  by  9pm  EST  can  be  delivered  early  the  next  day.* 
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Great  gifts  for  everyone, 
starting  with  you. 


6 


& 


AOL  Keyword:  egifft    Toll  Free:  1  -877-344-3848 


*On  most  items 

Copyright  ©  1998  egift1"  —  A  CyberShop  Company.  NASDAQ  (CYSP).  All  Rights  Reserved. 


you@breakfast.comi 

you@backofcab.com 

you@asleepinairport.com 

you@dullmeeting.com! 

you@airportbar.com 

you@backofcab.com 

you@home.com 


With  PageNet*  Two- Way,  you  can 
stay  in  touch  with  the  office  no 
matter  where  you  are.  Receive 
e-mails  in  a  cab.  Send  an  e-mail 
in  the  middle  of  a  meeting.  Get 
pages,  news  and  market  updates, 
or  any  piece  of  information  that's 
critical  to  your  business.  For  more 
information,  call  1-888-PAGENET. 

www.pagenet.com/2way 


« Ifhte  rwerved.  PageNet  and  PageNet  logo  are 
«ta  of  PageNet    M ,  Motorola,  and  PageWriter 
Mfiatered  trademarks  of  Motorola,  Inc. 
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Southwest,  ordered  120  cases  of  her  salsa,  scheduled  f 
shipment  in  December.  Welch  will  deliver  it  herself 
with  a  hand  truck. 

Lynn  Cabral,  38,  sits  at  her  hot  dog  stand  along 
bike  trail  in  Arlington,  Mass.,  amazed  at  how  far  shd 
come.  A  1993  car  accident  left  her  permanently  disable 
and  wiped  out  any  hope  of  continuing  her  career  as 
producer  for  a  cable  channel  in  Boston.  With  the  help 
a  $500  loan  from  Working  Capital,  Cabral,  who  wears 
leg  brace  from  hip  to  toe  and  walks  with  a  cane,  open< 
her  snack  cart  this  summer.  Since  then  she's  been  ah 
to  break  even  on  revenues  of  $5,000. 

"Before  this  I  spent  about  90%  of  my  mental  ener; 
trying  to  deal  with  chronic  pain,"  says  Cabral,  who 
disability  once  kept  her  from  going  out  in  public.  "Peop 
used  to  point  and  say,  'There's  the  girl  with  the  b; 
leg.'  Now  it's,  'There's  the  hot  dog  lady.'  That's 


A  real  taste  for  business:  Welch  and  her  trademark  salsa. 

was  barely  getting  by  on  her  pension,  was  saddled  with 
$17,000  in  debts  left  by  her  husband  and  was  about  to 
lose  her  home.  How  to  make  do?  Welch  cooked  up  a 
batch  of  chili  (her  grandmother's  recipe),  canned  the 
stuff  and  persuaded  a  few  dozen  local  shopkeepers 
around  Albuquerque  to  carry  it. 

With  a  $500  loan  from  Accion  for  ingredients,  labels 
and  jars,  she  turned  her  kitchen  into  a  factory  and 
launched  her  salsa  business.  Sales  of  chili  and  salsa:  about 
$22,000  last  year — enough  to  settle  her  debts.  Furr's 
Supermarkets,  Inc.,  a  68-store  supermarket  chain  in  the 


On  her  own  again:  Cabral  overcame  a  devastating  accident. 
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Getting  ahold  of  himself:  Wiley  was  a  onetime  drug  i 

big  change." 

Julius  Wiley  spent  15  years  scraping  bottom  as  a  dr 
addict  on  the  streets  of  Boston  and  New  York.  One  d 
he  says,  "I  just  got  tired  of  hearing  people  tell  my  ki« 
'There  goes  your  dope  fiend  father.'"  Checking  int( 
halfway  house  for  drug  and  alcohol  abusers,  Wiley  sta  j 
ed  sewing  pillows  from  scraps  he  picked  up,  relying 
skills  acquired  at  a  factory  years  earlier.  He  eventua 
made  enough  to  pay  his  rent  and  he  learned  how 
read.  He  also  hung  out  with  a  local  upholsterer,  a 
learned  how  to  re-cover  chairs. 

In  1993  Working  Capital  offered  him  business  tra 
ing  and  a  $500  loan  to  buy  fabric,  a  staple  gun  and  stu 
nig,  as  well  as  fliers  for  advertising.  This  year  Wiley,  w  j 
is  50,  thinks  his  business  will  bring  in  about  $16, 5(  J 
He's  already  paid  back  that  initial  loan  and  has  borrow  | 
an  additional  $4,000 — enough  to  open  a  small  store  | 
Boston's  Jamaica  Plain  neighborhood. 
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An  International 
Approach  To  Long-Term  Growth 


Templeton  Foreign  Fund 
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■  Are  you  looking  for  a  way  to  explore  foreign  market  opportunities  for  your 
portfolio?  When  it  comes  to  diversifying  your  portfolio  on  a  global  basis, Templeton 
can  help.  The  Templeton  Foreign  Fund  invests  in  securities  issued  by  companies  and 
governments  outside  the  United  States. 


■  Long-term  growth  opportunities  are  just  the  beginning.  The  fund  also  seeks  to 
offer  investors  international  diversification,  to  take  advantage  of  the  fact  that  the 
best  performing  equity  markets  tend  to  change  from  year  to  year. 

Templeton's  Global  Equity  Research  Group: 

Conducts  Extensive  Analysis  Of  Individual  Companies,  Industries  And  Countries 
Focuses  On  A  Company's  Long-Term  Potential  For  Earnings  And  Asset  Growth 
Provides  Professional  Management  In  The  Area  Of  Global  Investing 

■  Consider  investing  in  the  Templeton  Foreign  Fund  as  Franklin  Templeton  celebrates  over 
50  years  of  providing  innovative  financial  products  and  services  in  the  mutual 
fund  industry. 

■  Mail  in  the  postage-paid  card  or  call  Templeton  today. 

Foreign  investing  involves  special  risks  including  currency  fluctuation  and  political  uncertainty. 
Franklin  Templeton  Distributors,  Inc. 


www.franklin-templeton.com 


Mark  Holowesko,  Chief  Investment  Officer, 
Templeton  Global  Equity  Research 


CALL    1 -800-FRANKLIN    EXT.    T272 


:S'  I  would  like  a  free  prospectus  containing  more  complete  information  on 
e  Templeton  Foreign  Fund,  including  sales  charges  and  expenses.  I  will  read  it 
refully  before  I  invest  or  send  money. 
I  am  currently  a  Templeton  shareholder. 
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time  Phone 


Franklirf  Templeton® 

— 100    Fountain    Parkway 

St.  Petersburg,  FL  33716-1205 

iV  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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A  onetime  Silicon  Valley  hotshot,  Zilog  has  gone  twice  to  the  brink. 
Under  a  new  boss  and  with  new  owners  it  may  finally  realize  its  potential. 

Zilog's  zigzags 


By  Thomas  Jaffe 


Zilog,  Inc.,  based  in  Campbell, 
Calif.,  is  one  of  Silicon  Valley's 
might-have-beens.  Where  Intel 
stands  today,  at  the  peak  of  the  semi- 
conductor industry,  Zilog  once 
stood.  Introduced  in  1974  and  still 
sold  today,  its  Z80  microprocessor 
is  the  largest-selling  8 -bit  chip  ever. 
But  Zilog  lost  out  to  competitors 

90 


like  Intel,  Motorola, 

Texas  Instruments  and      ■■■■ 

Mitsubishi. 

Zilog  was  acquired  by  Exxon  in 
1981  and  later  LBO'd  by  Warburg, 
Pincus,  which  took  it  public  again  in 
1991.  For  a  few  years  Zilog  once 
more  was  riding  high.  From  the  early 
to  mid-1990s  Zilog\  revenues  com- 


Zilog's  Curtis  Crawford 
Serving  up  chips  like  suits, 


pounded  at  18% 
per  year  as  it 
moved  into 

modems  for  satel- 
lites and  devised  a 
semiconductor 
strategy  of  going 
after  relatively 
small  semiconduc- 
tor custom  orders. 
But  then,  more 
bad  luck:  By  1997 
profits  had  sunk  to 
only  $12  million 
on  $261  million 
(sales)  and  its 
stock  slumped  to 
less  than  $20. 

Once  again 

Zilog  changed 
hands.  The  buyer 
was  Fort  Worth- 
based  Texas  Pacific 
Group,  a  private 
investment  con- 
cern run  by  David 
Bonderman,  a 
former  adviser  to 
the  Bass  family; 
Bonderman  helped 
orchestrate  the 
Continental  Air- 
lines turnaround 
and  sits  on  a  pool 
of  $3.2  billion  of 
capital. 

Last         winter 
Texas  Pacific  took 
Zilog  private  and 
recruited  Curtis 

Crawford  to  turn  the 
outfit  around.  A 
native  of  Lockport,  111.,  Crawford, 
51,  spent  15  years  at  IBM,  rising  to 
vice  president  of  marketing  before 
going  to  AT&T  and  then  on  to  its 
spinoff  Lucent  Technologies,  where 
he  ran  its  highly  successful  micro- 
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electronics  business. 

Crawford  didn't  just  take  the  job  at 
Zilog;  he  put  S2  million  of  his  own 
cash  into  the  Texas  Pacific  buyout. 
That,  plus  options  converted  or  as  yet 
unexercised,  give  him  a  6%  equity 
stake  in  Zilog. 

Within  the  SI 35  billion  semicon- 
ductor marketplace,  Crawford  is  con- 
centrating on  what  he  defines  as  the 
segment  for  more  or  less  low-speed 
applications.  This  is  low-end  stuff,  but 
the  world  uses  lots  of  it.  There  is  S25 
billion  in  annual  business  in  that  area 
and  Crawford  wants  a  big  chunk  of 
that.  Examples:  An  ATM  or  point-of- 
sale  terminal  with  a  digital  signal- 
processor  embedded  in  it  to  facilitate 
repeated  handling  of  small  amounts  of 
data  in  short  bursts.  Other  examples: 
credit  card  scanners,  battery  chargers, 
computer  keyboards  and  mice,  power 
tools  and  home  security  systems. 

"If  you  build  garage  doors  or 
appliances  you're  on  my  list,"  ("raw 
ford  says.  "If  you  build  satellites  or 
the  technology  that  goes  into  dock- 
ing stations  I'm  not  going  to  waste  a 
lot  of  time  talking  to  you." 

Why  concentrate  on  what  is,  after 
all,  a  relatively  low-margin  business? 
"We  don't  have  to  go  out  and  create 
new  markets,"  Crawford  answers. 
"The  markets  already  exist."  For 
instance,  the  same  8-bit  chip  that 
went  into  a  TRS-80  personal  com- 
puter from  Radio  Shack  in  the  early 
1980s  can  go  into  a  dishwasher 
todav.  The  technology  is  cheap  and 
it's  the  right  size.  (PCs,  on  the  other 
hand,  now  are  run  by  32-bit  chips.) 

Take  TV'  sets.  The  world  buys  140 
million  of  them  every  year.  Most 
people  look  at  a  TV  set  with  its  pic- 
ture off  and  just  see  a  box.  Crawford 
looks  at  it  as  the  packaging  for  a  mul- 
titude of  functions  driven  by  Zilog — 
from  screen  controls  such  as  color 
and  contrast  to  the  chip  that  provides 
the  picture-in-the-picture  display. 
"Our  control  in  the  TV,"  he  says,  "is 
the  equivalent  of  the  Intel  micro- 
processor in  the  PC." 

Crawford  was  known  for  his  mar- 
keting savvy  at  IBM  and  AT&T,  so  it 
plays  a  big  role  in  his  plans  for  Zilog. 
"The  semiconductor  industry  is  so 
competitive,  the  cost  of  doing  busi- 
ness so  high,"  he  says,  "that  margin- 
al differences  in  technology  give  you 
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only  a  short-term  advantage.  But 
building  customer  relationships  gives 
you  a  lasting  differentiation  that  you 
can  build  on." 

Crawford  bought  three  suits  at  a 
Nordstrom  store  in  Short  Hills,  N.J. 
last  fall,  and  he  cites  that  retailer  as 
his  ideal  for  what  good  customer  ser- 
vice can  do.  About  a  month  after  he 
bought  the  suits  his  salesman  called 
up  wanting  to  know  if  he  was  satis- 
fied. Later  still,  the  salesman  called 
again,  this  time  to  let  customer 
Crawford  know  about  some  changes 
that'd  been  made  at  the  store.  "It 
blew  me  away,"  he  says. 

From  here  on  in,  Zilog's  cus- 
tomers can  expect  lots  of  helpful 

Most  people  look  at  a  TV  set 
and  see  a  box.  Crawford 
looks  at  it  as  packaging  for  a 
m  ul  ti  tiide  of  functions  driv- 
en by  Zilog.  "Our  control  in 
the  TV  is  like  the  Intel 
microprocessor  in  the  PC." 


follow-up  calls  from  salespeople  and 
other  staffers,  all  the  way  up  to 
Crawford  himself. 

Crawford  has  the  focus  right  and 
the  marketing  right,  but  he  still  faces 
an  uphill  struggle.  Almost  half  of 
Zilog's  sales  are  to  Asia,  where  con- 
ditions stink.  Meanwhile,  Zilog's 
newest  fabrication  facility,  which 
opened  two  years  ago  in  Nampa, 
Idaho,  is  still  underused. 

Instead  of  worrying,  Crawford  is 
acting.  In  recent  months,  Zilog's 
backlog  has  grown;  the  book-to-bill 
ratio  is  up;  gross  margins  have 
improved;  a  brand-new  revolving  line 
of  credit  was  just  nailed  down.  Cash 
flow  has  remained  positive  although 
writeoffs  and  restructuring  have  put 
the  company  deep  in  the  red  on 
reported  earnings.  Moreover,  Texas 
Pacific  has  deep  pockets 

"It's  worse  than  I  expected,  and  I've 
been  disappointed  by  that,"  he  says, 
"but  the  disappointment  has  increased 
my  confidence  in  what  can  be  done." 
With  that  attitude  at  the  top,  we'd  give 
Zilog  a  better-than-even  chance  of 
finally  realizing  its  potential.  ■■ 
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It's  a  long  way  from  Vienna,  Austria  to  Wichita,  Kans.,  but  that  hasn't 
stopped  the  corn-fed  folks  at  Koch  Industries  from  drinking  deeply 
of  the  ideas  of  Schumpeter,  Hayek  and  von  Mises. 

Creative  destruction  101 


By  Bruce  Upbin  and  Brandon  Copple 


Koch  Industries  Chairman  Charles  Koch 
Leading  an  army  of  philosopher-oilmen. 

Lanky  Charles  Koch,  63,  tips  his 
leather  chair  backward  when  he  speaks, 
crossing  one  long  leg  over  the  other 
knee.  He  doesn't  much  like  talking 
with  the  media,  but  he's  willing  to  talk 
with  a  Forbes  reporter  about  his  ideas 
and  concepts. 

There  is  a  lot  Forbes  and  its  readers 
would  like  to  know.  How,  for  example, 
do  these  guys  keep  Koch  Industries 
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growing  when  deflation  reigns  in  nearly 
all  its  businesses — oil  and  gas,  animal 
feed,  cattle  and  petrochemicals?  How 
does  a  $35  billion  business  remain  pri- 
vate in  a  world  of  high  estate  taxes? 
Based  on  sales,  Koch  ranks  18th  on  die 
Forbes  500,  right  behind  Chevron, 
Procter  &  Gamble  and  DuPont.  Esti- 
mated profits:  $700  million. 

Charles,  then  32,  took  over  31  years 


ago  after  his  father,  Fred  C. 
Koch,  died  of  a  heart  attack 
while  hunting  in  Utah. 
Except  for  the  few  years 
following  the  1983  buyout  | 
of  his  brothers'  shares  for 
$1.1  billion,  Koch  Indus- 
tries has  been  virtually 
debt-free.  Its  AA-plus  long- 
term  credit  rating  is  better 
than  those  of  Microsoft  and 
Boeing.  The  net  worth  of 
Charles  and  his  brother 
David,  an  executive  vice 
president  who  runs  the 
engineering  division,  is  $6 
billion — and  growing 
steadily — because,  as  a  pri- 
vate company,  it  can  rein- 
vest almost  every  dime  it  | 
makes. 

An  engineer  with  two 
master's  degrees  from  MIT, 
Koch  is  a  voracious  reader, 
heavily  influenced  by  the 
so-called  Austrian  School  of 
free  market  economics.  His 
texts  are:  Ludwig  von 
Mises'  Human  Action, 
Friedrich  A.  Hayek's  The 
Constitution  of  Liberty  and, 
though  he's  not  technically 
a  member  of  the  Austrian 
School,  Joseph  Schum- 
peter's  Business  Cycles.  Over 
30  years  Koch  has  distilled 
these  readings  into  a 
theory — Market  Based 
Management.  The  company  has  built 
an  entire  curriculum  around  it,  print- 
ed in  several  three-ring  binders. 

The  idea  is  to  run  a  company  more 
like  a  free  economy  than  a  military 
organization,  which  was  the  older 
model.  Koch  managers  are  fluent  in 
terms  like  "spontaneous  order,"  "com- 
parative advantage"  and  "creative 
destruction."    If  you    make    Koch 
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money,  you  earn  "deci- 
sion rights." 

At  least  that's  the 
theory  As  with  anything, 
it's  execution  that  counts. 

Everyone  is  expected  to 
think  like  a  business 
owner.  This  is  difficult  to 
pull  off  because  Koch 
employees  are  not 
owners;  only  the  boss  is. 
A  select  few  get  shadow 
stock  grants  or  rights  to 
buy  nonvoting  shares. 
Only  Charles,  David  and 
Houston  investor  E. 
Pierce  Marshall  own  any 
voting  shares. 

So  how  do  you  get 
employees  to  think  like 
owners  when  they're  not 
and  know  they  will  never 
be?  With  cash.  It's  not 
unheard  of  for  top  Koch 
executives  to  get  million- 
dollar  bonuses.  But  even 
rank-and-file  employees 
see  immediate  rewards  for 
profitable  actions.  Just 
over  a  year  ago,  the  com- 
pany earmarked  about 
$30  million  to  expand  its 
pipeline  in  Minnesota.  In 
the  Koch  spirit,  a  team  of 
seven  operators  and  engi- 
neers took  it  upon  them- 
selves to  do  the  job  for 
less.  They  ran  computer 
simulations  and  adjusted  pump  pres- 
sures here  and  there.  Within  a  few 
months,  the  pipeline's  capacity  was  up 
15%,  with  only  about  $1  million  spent. 
The  company  cut  each  team  member 
a  check  averaging  15%  of  his  yearly  pay 

Koch  isn't  big  on  credentialism. 
Sterling  Varner,  the  company's  presi- 
dent from  1974  to  1986  and  still  a 
director,  was  a  posthole  digger  when 
Fred  Koch  hired  him  in  1948.  Varner 
claims  that  the  company  was  practic- 
ing Charles'  brand  of  management 
long  before  the  boss  read  Hayek.  "We 
were  practicing  [Market  Based  Man- 
agement] before  they  started  preach- 
ing it.  Charles  and  those  guys  just  put 
a  name  on  it." 

Gut  instinct  or  deep  concept  market 
principles  are  involved  in  everything 
Koch  does.  Not  long  ago  an  employ- 
ee noticed  that  seating  in  the  compa- 


Mudslinging 

For  such  an  intensely  private  compa- 
ny, Koch  sure  is  in  the  news  a  lot.  In 
October  several  Kansas  newspapers  car- 
ried full-page  ads  accusing  Koch  of  pol- 
lution, oil  theft  and 
improper  campaign 
finance  spending. 

The  group  behind  the 
ads  is  Citizens'  Commit- 
tee for  a  Clean  America, 
a  California  political 
action  committee.  The 
group  won't  say  who  its 
backers  are. 

But  at  Koch  headquar- 
ters, they  think  they 
know:  William  Koch, 
who  recently  lost  a  13- 
year  suit  accusing  Charles 
and  David  of  short 
changing  him  when  they 
bought  his  shares  in  HM 

1983. 

Having  lost  that  suit,  William  is  suing 
his  siblings  in  Oklahoma,  where  he 
claims  they  stole  millions  of  dollars 
worth  of  oil  from  the  feds  and  the  Osage 
Indians. 

Charles  and  David  don't  enjoy  this 
sort  of  thing,  but  they  are  accustomed  to 
it.  Koch  Industries  has  had  its  share  of 
run-ins  with  bureaucrats  as  well  as  with 
their  disaffected  brother.  Federal  grand 


juries  have  investigated  alleged  environ- 
mental violations  at  refineries  in  Texas 
and  Minnesota.  Hundreds  of  oil  spills 
and  pipeline  leaks  have  brought  on  fed- 
eral civil  suits  in  Houston  and  Tulsa. 
Fact  is  that  liberals  and  leftists  don't 


Koch  Industries'  Pine  Bend  refinery 

285,000  barrels  a  day  and  almost  as  many  depositions. 


care  much  for  Charles  and  David  Koch. 
Senate  Democrats  found  "circumstantial 
evidence"  that  Koch  subverted  cam- 
paign-spending limits  by  funnelling 
money  to  candidates  through  Triad 
Management,  a  political  consulting  firm, 
in  1996.  But  then  you  couldn't  expect 
liberal  Democrats  to  like  a  chap  who 
swears  by  Hayek,  Schumpeter  and 
von  Mises.  -B.C.      B 


ny  cafeteria  was  tough  to  come  by 
between  11:30  a.m.  and  12:15  p.m. 
Solution:  offer  free  soft  drinks  or 
cookies  to  employees  lunching  after 
12:15  p.m. 

But  don't  try  too  hard  to  pin 
Charles  Koch  down.  We  asked  him  for 
evidence  of  how  his  market  principles 
benefited  the  company.  "Can  you  say 
specifically  how  the  United  States  is 
better  off  because  of  our  society?"  he 
shot  back. 

Of  course  we  can,  but  we  got  his 
point:  The  numbers  speak  for  them- 
selves as  an  argument  for  the  way  the 
company  is  run. 

Sometimes  the  company  does  things 
that  don't  seem  to  tit  its  pattern.  This 
year,  Koch  made  two  large  acquisi- 
tions. It  bought  $1.2  billion  (sales) 
Purina  Mills  in  St.  Louis,  Mo.,  and,  in 
a  50-50  joint  venture  with  cheapskate 


Mexican  billionaire  Isaac  Saba,  the  $3 
billion  (sales)  polyester  business  from 
Hoechst  AG,  since  renamed  Kosa. 

Animal  feed  and  polyester.  Hardly 
growth  businesses.  If  Hoechst  didn't 
want  that  operation,  why  should  Koch? 

Look  closer  and  you  see  the  fit. 
Koch  already  has  the  tenth-largest 
cattle-feeding  operation  in  the  U.S., 
but  that's  not  the  reason  it  bought 
the  Purina  operation.  The  Purina 
connection  has  more  to  do  with 
Koch's  oil  refining  and  trading  divi- 
sions. Koch  knows  how  to  run 
refineries.  Its  285,000-barrels-a-day 
Pine  Bend,  Minn,  refinery  is  widely 
considered  to  be  among  the  most 
efficient  in  North  America. 

To  Koch,  animal  feed  is  like  gaso- 
line. Gasoline  is  a  mix  of  naphtha, 
toluene  and  xylene,  among  other 
things.  In  feed's  case,  it's  grain  and 
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Like  any  successful  executive, 
Tiger  Woods  understands  the  value 
of  competition.  And  the  drive  to  win. 
That's  why  his  name  consistently 
appears  at  the  top  of  tournament 
leader  boards  nearly  every  week. 
To  keep  his  competitive  edge,  he 
relies  on  years  of  practice,  a  great 
iddie,  and  the  world's  finest 
actional  aircraft  ownership  program 
om  Executive  Jet.  Our  Netjets® 
nd  Netjets™  Europe  programs 
rovide  the  largest  fleet,  the  best 
ircraft  and  unparalleled  service  to 
business  leaders  and  professionals 
round  the  world.  So  if  you're 
pproaching  your  business  goals  as 
ggressively  as  Tiger,  and  don't 
/ant  to  lose  sight  of  what's 
important  in  your  personal  life, 
call  us.  We  can  show  you  how 
easy  and  affordable  travel  can  be. 
1-800-821-2299. 
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nd  large  cabin  business  jets  including  the  Citation  S/II,  Citation  V  Ultra,  Citation  VII,  Hawker  800XP,  Citation  X,  Falcon  2000,  Gulfstream  IV-SP?  and  the  Boeing  Business  Jet. 


sometimes  nutrients  like  fish 
meal  and  amino  acids.  Koch 
plans  to  unite  its  petroleum  engi- 
neers with  Purina's  scientists  to 
come  up  with  high-quality, 
lower-cost  blends. 

Both  Purina  and  Kosa  tie  into 
Koch's  trading  complex.  Koch  is 
among  the  world's  largest  oil 
traders,  the  third-largest  in  nat- 
ural gas,  and  makes  markets  in 
dozens  of  commodities  like 
propane,  ammonia,  coal,  electric 
power  and  weather.  More  than 
half  of  its  revenues  come  from 
trading  and  marketing  other 
people's  goods. 

Buying  Purina  and  Kosa  will 
help  Koch  to  learn  more  about 
the  animal  feed  and  resin  mar- 
kets. There  is  no  futures  market 
for  feed  as  there  is  for  most  agri- 
cultural commodities.  If  a  natur- 
al gas  producer  can  enter  five- 
year-forward  contracts,  why  can't 
a  dairy  farmer  smooth  out  his 
cash  flow  by  linking  feed  and 
milk  prices? 

In  the  past  two  years  Koch 
spent  $2  million  and  hired  15 
quantitative  Ph.D.s — including 
physicists  and  astrophysicists 
from  Princeton  and  Stanford — to 
come  up  with  sophisticated  risk 
models  linking  crop  yields  to 
energy  prices  and  weather. 

One  of  the  results  is  an 
unprecedented  crop-insurance  pro- 
gram called  Revenue  Maximizer.  Koch 
has  become  interested  in  the  farm 
economy  as  the  federal  government 
has  loosened  its  control  in  the  1990s. 
"The  government  getting  out  is  creat- 
ing a  more  efficient  system  but  with 
more  volatility,"  says  Scott  Deeter,  vice 
president  of  Koch  Agriculture. 

Where  there's  volatility,  there's 
opportunity.  Revenue  Maximizer 
aligns  Koch  and  farmers  in  sharing  the 
risks  and  rewards  of  corn  production. 
Here's  how  it  works:  When  a  farmer's 
yield  falls  below  90%  of  his  five-year 
average,  Koch  pays  the  farmer  for  his 
lost  revenue.  When  yields  are  above 
90%,  Koch  takes  a  third  of  the  surplus 
grain.  This  is  better  than  government 
crop  insurance,  which  covers  only  65% 
of  average  yields. 

After  signing  on  with  Koch,  Kear- 
ney, Nebr.  farmer  Steven  Mercer  con- 
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Obscure  empire 

By  sales,  Koch  Industries  is  bigger  than  Intel  or 
Kmart.  But  its  commodities  are  steps  removed 
from  consumers.  Here's  where  it  shows  up. 


Gasoline.  Tenth-largest  refin- 
er of  crude  oil  in  the  U.S.' 
and  dominant  fuel  producer 
in  the  upper  Midwest.  One  of 
the  world's  top  oil  traders. 

Cattle.  Eighth-largest  rancher 
with  spreads  in  Texas, 
Kansas  and  Montana.  Also 
feeds  500,000  head. 
Recently  bought  Purina  Mills. 

Asphalt.  More  than  100 
plants  and  terminals  in  North 
America.  Gets  upfront  fee  to 
build  and  warranty  roads  for 
up  to  20  years. 

Natural  gas.  Largest  gas 
transmission  system  in  Gulf 
South.  Processes  and  trans- 
ports 25%  of  domestic  liquid 
natural  gas  production. 

Chemicals.  Produces  3  bil- 
lion pounds  per  year  of 
petrochemicals.  Fifty  percent 
owner  of  world's  biggest  poly- 
ester resin  company. 


tracted  with  the  local  elevator  in  Janu- 
ary to  sell  some  of  his  corn  at  $2.65 
per  bushel.  By  the  September  harvest 
corn  prices  had  plummeted  to  $1.65. 
With  above-average  yields,  Mercer  had 
to  give  Koch  some  grain,  but  he's  not 
complaining.  He  made  $100,000  he 
wouldn't  have  otherwise. 

Koch,  unlike  Enron  Corp.,  won't  go 
out  30  years  on  a  natural  gas  swap 
contract.  Too  risky  for  the  likes  of 
Koch,  which  prefers  conservative 
experimentation.  When  electric  power 
trading  began  in  1994,  Koch  came  out 
with  guns  blazing,  taking  fourth  place 
in  market  share.  It  has  since  retreated 
to  27th.  It  decided  to  pick  its  risks 
more  carefully  and  not  take  on  busi- 
nesses just  for  market  share.  "We're 
not  after  size.  If  you  do  it  right,  you 
can  make  the  same  profit  on  fewer 
trades,"  says  Charles  Koch. 

Not  all  traders  find  Koch  methods 


congenial.  "About  80%  of  rrrl 
time  was  spent  building  model! 
and  understanding  characteristic! 
of  the  market,"  says  one  formef 
Koch  trader.  "The  other  209 
was  spent  putting  trades  on.' 

At  comments  like  this  Charlej 
just  shrugs.  He's  interested  irl 
earning  a  profit,  not  in  getting 
trades  done.  "We've  lost  money 
from  being  overanalytical,  anc 
we've  lost  money  from  moving 
too  quickly.  I'd  rather  hav<| 
more  of  the  first  evil  than  thtl 
second,"  he  says. 

Even  with  all  that  analysis,  noil 
all  of  its  experiments  turn  ouf 
well.  In  1991  Koch  bought  feecl 
yards  in  Kansas  and  Texas,  therl 
proceeded  to  stock  them  witrl 
thousands  of  cattle.  It  figured  orl 
integrating  the  beef  industnl 
from  ranch  to  supermarket  thtl 
same  way  Tyson  did  with  chick  [ 
ens,  offering  a  consistent  producj 
at  a  lower  price. 

In  the  fall  of  1997  the  compaj 
ny  began  ramping  up  its  feeder] 
cattle  position.  It  grew  by  55%| 
Since  Koch's  buying  spree  begani| 
the  price  has  dropped  20%.  Unle 
prices  recover  soon,  cattle  could 
be  an  endangered  commodity  x\ 
Koch.  "This  ain't  happy  hour,'! 
muses  Dean  Watson,  president  o  I 
Koch  Agriculture.  Sooner  ratheil 
than  later,  Watson  knows,  Kochl 
will  cut  his  losses:  The  willingness  tcj 
admit  you're  wrong  is  crucial  foil 
Market  Based  Management. 

A  born-and-bred  Midwesterner I 
Koch  is  convinced  his  homelancj 
breeds  modesty  and  other  desirabkl 
virtues.  Accordingly  he  draws  heavihl 
from  Big  Twelve  schools  like  the  Uni-f 
versity  of  Kansas  and  Texas  a&m.  At  j 
roundtable  meeting  of  seven  ton 
executives,  Forbes  asked  for  a  show 
of  hands  and  turned  up  four  Kansa;| 
Jayhawks. 

To  Charles  Koch,  free  markets  wil  I 
always  be  the  best  teacher,  no  mattei 
where  the  pupil  grew  up.  "Th< 
market  is  an  experimental  discover) 
process.  We'll  always  have  losses,  bu1 
we  want  them  to  be  no  larger  thar 
necessary.  It  can  be  a  trap  when  thing; 
go  well  at  first,  and  there's  a  loss  o 
humility — but  that's  my  fault  for  no'  | 
stopping  that." 
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Irnagine  3.  WOrlCI  which  gets  progressively  cleaner. 

Imagine  a  world  where  city  planning  actually  improves  the 
quality  of  people's  lives. 

Imagine  a  world  where  new  forms  of  communications 
technology  are  more  user-friendly. 

Vivendi  has  already  imagined  this  world.  What  is  more,  we 
have  begun  to  build  it.  Our  water  companies  are  continually 


improving  the  quality  of  supplies  to  more  than  80  millio 
around  the  world.  Our  waste  management  systems  ei 
recycling.  Our  power-generating  stations  lead  the  way  i    * 
efficiency.  Some  even  use  waste  as  fuel. 

Thanks  to  Vivendi  companies,  transportation  system 
across  Europe  are  better  planned  and  more  cost-effecth 

Every  year,  our  construction  companies  manage  ovei 


to 
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Ind  the  world.  Recent  projects  have  included  the  Stade 
I:.  Cairo's  new  rapid  transit  system  and  the  Vasco  da 
lige  in  Lisbon. 

Iiave  also  become  a  major  player  in  the  field  of  corn- 
Ins,  providing  easy  access  to  mobile  phone  networks, 
let  and  digital  media. 


Reading  this,  you   might  deduce  that  such  wide-ranging 
activities  are  commensurate  with  considerable  financial  growth. 

And  you'd  be  right.  Vivendi  is  one  of  Europe's  largest  companies, 
with  annual  revenues  approaching  $35  billion. 

All  things  considered,  it  seems  that  when 
the  customer  comes  first,  success  soon  follows. 


llTTED      TO       MEETING      YOUR      LIFE'S       EVER-CHANGING       NEEDS. 
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www.vivendi.com 
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By  Steve  H.  Hanke 


Good-bye,  Goldilocks 


We  have  above-trend  gdp 
growth,  record-low  unemploy- 
ment rates,  a  falling  inflation 
rate  and  bull  markets  for  finan- 
cial assets.  The  spinmeisters  tell 
us  that  the  international  trouble 
spots  are  on  the  mend  and  that 
we  have  turned  the  corner.  It's 
the  best  of  all  worlds.  The 
Goldilocks  economy,  they  call 
it — not  too  hot,  not  too  cold, 
just  right. 

Goldilocks  is  a  fantasy  Left 
out  of  the  pretty  picture  is  the 
yawning  U.S.  trade  gap.  It  will 
eventually  destroy  the 

Goldilocks  fantasy.  At  an  alarm-       ^^^^™ 
ing  rate,  the  U.S.  is  importing 
more  goods  and  services  than  it  is  export- 
ing, net  of  investment  income  and  unilateral 
transfers.  This  deterioration  in  the  current 
account  balance  and  its  consequences  have 
gone  largely  unnoticed. 

Let's  look  at  what  happened  the  last  time 
something  like  this  occurred.  The  U.S. 
experienced  very  large  current  account 
deficits  in  the  mid-1980s,  when  the  dollar 
was  seriously  overvalued.  That  deficit 
peaked  in  1987  at  a  towering  $168  billion, 
or  3.5%  of  gdp.  After  that  the  dollar  turned 
weak,  the  economy  slowed  and  the  deficit 
narrowed  to  $4.4  billion  in  1991. 

Since  1992  the  current  account  deficit 
has  widened  again,  hitting  $155.2  billion  in 
1997  and  it  is  projected  to  widen  to  $236 
billion  this  year.  For  1999  the  gap  is  pro- 
jected to  be  $300  billion,  or  about  3.5%  of 
GDP,  matching  the  high  of  1987. 

If  history  repeats — and  I  think  it  will — we 
can  expect  the  dollar  to  turn  weak  and  the 
economy  to  slow  as  it  did  in  1991. 

Why? 

■  The  "Asian  Flu"  will  hit  the  U.S.  hard. 
The  Clinton  Administration  has  already  sig- 
naled that  it  will  do  its  part  to  stabilize  the 
Asian  economies  by  allowing  the  U.S.  to  act 
as  importer  of  last  resort.  That's  why  we 
will  see  a  record  trade  gap  this  year. 

■  U.S.  domestic  demand  is  still  growing  at 
about  4%  per  year,  while  Japanese  demand 
is  contracting.  That  disparity  encourages  the 
Japanese  to  push  goods  here  while  they  cur- 


Our  huge  trade 
deficit  has  been 
sustainable 
only  because 
foreigners  have 
had  a  voracious 
appetite  for 
U.S.  stocks  and 
bonds. 


tail  purchases  of  U.S.  imports. 

■  The  strong  dollar  will  contin- 
ue to  curb  U.S.  export  volumes 
and  stimulate  imports. 

■  Foreigners  now  own  more 
assets  in  the  U.S.  than  U.S.  citi- 
zens own  overseas.  And  foreign- 
ers' continued  net  accumulation 
of  U.S.  assets  will  widen  the 
deficit  because  annual  payments 
of  interest  and  dividends  and 
profit  remittances  to  foreigners 
are  part  of  the  current  account 
and  are  on  the  rise. 

Our  huge  trade  deficit  has 
been  sustainable  only  because 
,,,,,,,,,,,,,,■        foreigners  have  had  a  voracious 

appetite  for  U.S.  stocks  and 
bonds.  We  buy  foreign  goods  faster  than 
they  buy  ours;  foreigners  take  U.S.  stocks 
and  bonds  and  property  in  exchange.  In 
1996  foreigners  snapped  up  a  record 
$232.2  billion  in  U.S.  bonds,  and  in  1997, 
$184.2  billion.  Although  the  pace  of  net 
Treasury  purchases  slowed  to  $40.4  billion 
in  the  first  six  months  of  1998,  it  has  been 
made  up,  in  part,  by  foreigners'  increased 
appetite  for  corporate  bonds  and  equities. 
Since  1994  U.S.  equities  purchased  by  for- 
eigners shot  up  bv  an  astounding  3,379%, 
to  $66.1  billion  in  1997. 

Thus  foreign  money  has  helped  swell  the 
U.S.  bull  market,  and  the  bull  market  in 
turn  has  attracted  foreign  money. 

I  think  the  party  is  nearly  over. 

As  the  current  account  deficit  continues 
to  mount,  it  will  require  increasing  torrents 
of  foreign  investment.  And  to  attract  those 
inflows,  the  dollar  will  have  to  weaken  so 
that  U.S.  assets  become  cheaper  and  more 
attractive  for  foreigners. 

Good-bye,  Goldilocks  fantasy.  Inflation- 
ary pressures  that  usually  accompany  a 
boom  have  been  diverted  abroad  by  a 
strong  dollar.  When  the  dollar  weakens,  this 
relationship  goes  on  its  head.  The  U.S.  will 
start  importing  more  inflation.  This  is  yet 
another  reason  to  stock  up  on  those  Trea- 
sury Inflation  Protection  Securities  (tips) 
that  I  recommended  in  my  Nov.  2  column. 
It  is  another  reason  to  be  skeptical  about 
the  recent  recovery  in  the  stock  market.    M 


Steve  H.  Hanke  is  a  professor  of  Applied  Economics  at  The  Johns  Hopkins  University  in  Baltimore. 
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Changing  Jobs? 

Prudential  Can  Help 

You  Make  The  Most  Of 

Your  40l(k)  Rollover 

You've  managed  to  save  quite  a  bit  of  money  in  your  former  company's  401  (k)  plan.  Now,  Prudential  gives 
you  a  unique  chance  to  really  put  it  to  work.  We'll  help  you  rollover  your  401(k)  distribution  into  an  IRA 
with  access  to  some  of  America's  most  popular  mutual  funds.  And,  you'll  be  working  with  a  personal 
Financial  Advisor  every  step  of  the  way  to  ensure  you  understand  all  your  options  and  to  make  the  best 
decisions  for  you.  It's  all  part  of  a  mutual  fund  program  we  call  PruChoice®* 


PruChoice®:  3  steps  to  a  smart  401  (k)  rollover. 


The  Quarterly  Account  Monitor  shows  you 
how  your  funds  are  performing. 


1       Create  an  effective 
investment  strategy. 
You  and  your  Financial  Advisor 
will  look  at  how  your  rollover 
fits  within  your  overall  portfolio. 
That  way,  you'll  make  sure  that  all  your 
long-term  investments  are  working 
together  as  effectively  as  they  can. 

2  Choose  investments  from 
over  50  of  America's 
most  popular  mutual 
fund  families.  Using  your 
customized  asset  allocation  as  a 
guide,  your  advisor  will  help  you  build  a 
portfolio  from  over  250  carefully  selected 
funds.  And  there  are  no  sales  charges — 
just  an  annual  effective  program  fee  of 
1.25%  of  assets"  for  the  ongoing  help  of 
your  advisor. 

3  Get  the  guidance  you 
need  to  keep  your 
portfolio  on  track. 
When  you're  planning  something 
as  important  as  your  retirement, 
professional  guidance  is  indispensable. 
Your  Financial  Advisor  will  be  there  to  help 
you  fine-tune  your  investments  as  often  as 
your  needs  change,  so  your  portfolio  stays 
focused  on  your  long-term  goals. 


Call  today  for  your  FREE 

brochure.  Investing  your  401  (k)  rollover 

could  be  one  of  the  biggest  financial 

decisions  of  your  life.  That's  why  you  may 

want  to  tackle  it  with  the  guidance  of  a 

professional.  A  Prudential  Securities 

Financial  Advisor  can  help  you  make 

important  decisions,  such  as  whether  a 

traditional  or  Roth  IRA  better  suits  your 

needs.  Call  to  set  up  an  appointment  with  a 

Financial  Advisor  and 

ask  for  free  copies  of 

our  brochures 

on  the 

PruChoice 

program 

and  Make  the 

Most  of  Your 

Retirement 

Assets. 


Call  today! 

1-800-THE-ROCK 


ext.  2775 


www.prudential.com 


dmj  Prudential 


IfruOioice  is  offered  by  Prudential  Securities.  For  more  complete  information  about  ony  fund  available  through  PruChoice,  including  charges  ond  expenses,  obtain  a  prospectus  by  calling  the  number  above  for 
i the  Prudential  Securities  branch  nearest  you.  Please  read  the  fund's  prospectus  carefully  before  you  invest  or  send  money.  "  1 2b-l  fees  may  apply.  Withdrawals  from  a  tax-deferred  investment  may  be  subject  to 
I ordinary  income  tax  and  moy  be  subject  to  a  10%  penalty  if  withdrawn  before  age  59  'h.  Prudential  and  its  affiliates  are  not  tax  advisors.  Please  consult  with  your  own  tax  advisor  for  your  particular  situation. 
5  Prudential  Securities  Incorporated,  a  subsidiary  of  Prudential,  www.prusec.com,  199  Water  Street,  New  York,  NY  10292.  Member  SIPC. 
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f^'rf'and-Tnachifles'Mttle  elements -in  fruitful'aridlrigid  -Northwest  Territories 
A  320-ton  truckJoad  of  ore  holds  $45,000  worth  of  diamonds. 
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Diamonds  in  Canada?  That's  one  of  the  oldest  scams  in  the  book.  Which  is  why 
no  one  would  listen  when  Charles  Fipke  said  he  had  found  the  real  thing. 


Northern  ice 


By  Benjamin  Fulford 

High  in  the  Canadian  Arctic,  the 
enclosed  city  looks  like  it  might  be  a 
base  on  the  moon.  Actually  it's  the 
$700  million  Ekati  diamond  mine, 
which,  when  joined  in  2002  by  the 
nearby  Diavik  mine,  could  account 
for  10%  of  the  world's  production. 

Ekati  is  the  embodiment  of  a 
dream  achieved  against  heavy  odds  by 
a  48-year-old  British  Columbian 
geologist,  Charles  Fipke. 

From  the  age  of  1 7  Fipke  has  been 
prospecting  and  adventuring  in 
remote  parts  of  the  world,  including 
Australia,  New  Guinea  and  Africa. 
During  a  visit  to  the  upper  reaches  of 
the  Amazon  he  decided  to  start  his 
own  prospecting  company 

Discovery  of  a  diamond  deposit  in 
Colorado  excited  interest  in  North 
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A  FAMILIAR  NAME  WITH  A  BRAND  NEW  FOCUS. 


We're  focused  on  what  we  do  best.  For  over 


35  years  we've  been  pioneers  in  the  field  of  satellite 


communications.  We've  led  the  way  in  satellite  systems. 


Developed  state-of-the-art  satellite  and  wireless 


services.  And  revolutionized  digital  satellite  television 


with  DIRECTV.  It's  no  wonder  we're  called  the  world 


leader.   If  anyone  can   make   it   happen,  we  can 
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America.  Fipke  thought  he  knew  a 
better  prospect  in  Canada's  north, 
where  the  earth's  crust  was  thicker 
and  thus  more  likely  to  hold  diamond 
deposits.  He  approached  major 
mining  companies. 

"They  said,  'Good  luck  on  it,'  but 
I  got  no  takers.  Diamonds  were  too 
far  out — the  perception  was  all  Cana- 
dian diamonds  were  scams,"  he 
recalls.  "They  even  had  a  saying,  'as 
false  as  a  Canadian  diamond.'" 

The  reputation  was  deserved. 
"Salting  your  claim  and  selling  it  to 
the  Americans"  was  a  well-known 
Canadian  minerals  pastime.  Even 
recently  there  was  the  Timbuktu 
Gold  Corp.,  whose  share  price  fell 
from  C$30  to  C$1.75  in  1996  after 
its  samples  were  found  to  be 
"enhanced."  In  1993  International 
Nesmont  convinced  investors  that  its 
brass  bars  were  gold. 

"I  remember  a  guy  who  sold  a 
claim  up  on  Prelude  Lake  to  a  mining 
company,"  says  Mike  Piro,  an  old- 
timer  in  the  Canadian  frontier  town 
of  Yellowknife,  the  nearest  base  camp 
for  the  big  new  mines.  "He  rolled 
gold  dust  into  his  cigarettes  and  kept 
flicking  the  ashes  onto  the  samples 
the  company  was  taking." 

Against  the  skepticism  bred  by 
such  experiences,  Fipke  produced 
G10  garnets  and  other  diamond -indi- 
cator minerals.  He  finally  convinced 

One  guy  "rolled  gold  dust 
into  his  cigarettes 
and  kept  flicking  the 
ashes  onto  the  samples." 


Superior  Oil  (now  part  of  Mobil)  to 
finance,  between  1978  and  1982,  his 
exploration  of  the  desolate  Macken- 
zie River  region,  some  600  miles  east 
of  Alaska. 

Here  winter  temperatures  drop  to 
60  degrees  below  and  a  few  scattered 
Inuit  and  northern  tribes  like  the  Dene 
compete  with  arctic  wolves  to  hunt 
herds  of  caribou  rivaling  in  numbers 
the  buffalo  herds  of  the  old  Wild  West. 

Prospectors  get  dropped  off  by 
plane  and  spend  their  summers  living 
in  tents,  fending  off  bears,  mosquitoes 
and  fellow  prospectors.  Competitors 
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Charles  Fipke 
His  sleuthing 
uncovered  10% 
of  world  diamond 


reserves. 


are  probably  a  greater  risk  than  angry 
bears.  Fipke  heard  that  a  pilot  had 
been  doing  a  lot  of  work  for  De  Beers 
in  the  region.  Fipke  got  someone  to 
fly  him  over  the  De  Beers  camp.  A 
few  days  later,  at  two  in  the  morning, 
Fipke  and  another  geologist,  Stewart 
Blusson,  took  samples  near  the  De 
Beers  site.  They  later  staked  claims  to 
the  north,  south  and  east  of  the  site. 
Despite  some  promising  signs, 
Superior  pulled  the  plug  in  1982.  So 
Fipke  set  out  on  his  own,  badgering 
local  businessmen  in  his  home  town 
of  Kelowna,  B.C.,  to  buy  20-cent 


shares  in  his  then-Vancouver-listed 
exploration  company,  Dia  Met  Min- 
erals. For  the  next  eight  years,  work- 
ing on  a  shoestring,  Fipke  followed 
G10  garnets,  strewn  all  over  the  land- 
scape by  glaciers,  to  the  bottom  of  a 
lake  about  200  miles  north  of  Yel- 
lowknife and  400  miles  from  his  orig- 
inal stake  near  the  De  Beers  site. 

The  garnets  impressed  experts 
World  diamond  authority  John 
Gurney,  of  the  University  of  Cape 
Town,  who  developed  the  G1C 
garnet  prospecting  technique,  told 
Fipke  that  he  had  never  seen  a  bettei 
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IN    HIS  QUEST  TO   REACH 

THE   PLANET'S   FOURTEEN    HIGHEST 

PEAKS  WITHOUT  THE  AID  OF 

SUPPLEMENTAL  OXYGEN, 

ED  VIESTURS   RELIES  ON    HIS  VAST 

EXPERIENCE,   STAMINA   AND  WILL. 

BUT   PERHAPS   MOST  OF  ALL, 
IE   RELIES  ON    HIS   ROLEX  TIMEPIECE. 


Ed  Viesturs  credits  his  long  career  in  one  of 
the  world's  most  demanding  activities  to 
the  fact  that  he  strictly  times  his  ascent 
and  descent.  By  this,  he  means  that  every 
summit  attempt  is  carefully  planned  to 
ensure  that  he  not  only  has  time  to  make  it 
to  the  top,  but  also  back  down.  If  Viesturs 
calculates  that  he  cannot  return  to  high 
camp  before  dark  he  aborts  the  attempt, 
no  matter  how  close  he  is  to  the  summit. 
This  makes  Viesturs  highly  dependent  on 
the  reliability  of  his  timepiece.  That's  why 
he's  chosen  a  watch  which  has  already 
proven  its  mettle  in  15  days  of  grueling 
tests  conducted  by  the  Controle  Officiel 
Suisse  des  Chronometres.  It's  also  why  he 
considers  his  Rolex  Explorer  II  such  \W/ 

an  important  piece  of  equipment.       XvOJjjUi^V 


Explorer  II 

Officially  Certified  Swiss  Chronometer 


sl  *  '■  *&■ 


For  the  name  and  location  of  an  Official  Rolex  Jeweler  near  you,  please  call  1-800-36ROLEX,  Roiex.  *.  Oyster  Perpetual  and  Explorer  n  are  trademarks. 
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The  Fountain  Pen  from  Jorg  Hysek. 
For  a  free  catalog:  800-608-7583 


UOFRG  MYSEK 


Available  at  Colorado  Pen  Company  stores. 
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sample  than  one  pulled  from  the  lake 
bed  in  1990.  Yet  no  major  mining 
company  would  touch  the  claim. 

Finally,  in  one  last  roll  of  the  dice, 
even  though  he  did  not  have  the 
money  to  pay  them,  Fipke  sent  his 
crew  back  to  the  site  in  the  summer 
of  1990  to  take  more  samples. 

His  gamble  paid  off.  Australia's 
Broken  Hill  Proprietary  agreed  to  a 
joint  venture  with  Dia  Met  that  year. 

By  1991  drill  cores  yielded  "all 


there  will  be  a  major  payoff.  "The- 
can't  do  it  behind  our  backs;  they  havi 
to  ask  us  first,"  said  Fred  Sangris,  chie 
of  the  Yellowknife  Dene  First  Nation 
And  they  have:  More  than  one-third  o 
the  Ekati  mine's  550  employee 
(including  contractors)  are  aborigina 
and  much  contracting  work  goes  tx 
native  companies.  Up  to  10%  of  th<i 
royalties  are  available  for  aborigina 
groups  in  the  western  Arctic. 

Science,  too,  is  deriving  benefits; 


M 


\i 


kinds  of  beautiful  diamonds"  and  not 
just  diamond  clues.  When  the  part- 
ners announced  the  results  of  their 
bulk  sampling  in  1992,  it  triggered  a 
diamond  rush.  Hundreds  of  new, 
often  diamond-bearing  kimberlite 
rock  formations  or  "pipes"  were 
found  as  a  result  of  the  staking  rush. 
Fipke  and  bhp  Diamonds  won't  be 
the  only  winners.  These  stakes  may 
yield  rich  mines  for  a  century  or 
more.  For  the  local  aboriginal  people, 

Wood  ssl  iples  raise  the  pos- 
sibility thai     tact  dinosaur 
bones,  and  thus  DNA,  will 
be  found  L   other  mines. 


r  hi 


Ekati  mine 
Enough  rocks 
each  day  for 
10,000  rings. 


The  diggings  uncovered  53-million 
year-old  turtle  bones  and  wood — noil 
fossils  but  actual  wood.  "It  is  truhl 
mind-boggling,"  says  George  Harlow  I 
of  the  American  Museum  of  Natural 
History  in  New  York. 

Some  of  the  kimberlite  pipes — ere 
ated  by  a  gaseous  geological  belch  thai  I 
sends  diamonds  up  to  the  surface — an 
older  than  65  million  years.  This  raise; 
the  possibility  that  intact  dinosaui 
bones,  and  thus  dna,  could  be  found 

Given  the  fragile  arctic  ecology,  th<  | 
environmental  constraints  are  strin 
gent.  With  the  resulting  red  tape,  ill 
took  seven  years  from  the  finding  o  f 
diamonds  at  Ekati  to  the  first  mining  I 

Running  about  four  years  behinc 
Ekati  in  the  approval  cycle  is  tht 
nearby  Diavik  mine,  perhaps  an  ever 
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YOU      ARE      NOT     A     COMMISSION. 


YOU     ARE     FLESH,     B  L  O  O  D,   T  E  A  R  S,     LAUGHTER,     HOPE,    FEARS,     DREAMS. 


IF     YOU      ARE       PART     OF     A     STRATEGY,      IT      IS     YOUR     OWN. 


John  hancock  representatives  have  the  expertise  to  deliver  on  the  needs  of  bur 
clients  through  a  wide  range  of  financial  products.  However,  it  is  our  profound  understanding  of  individuals 
that  allows  us  to  offer  solutions  for  asset  growth  that  fit  your  particular  needs.  To  find  a  representative 
to  assist  you  in  selecting  the  best  insurance  and  investment  products  to 
help  reach  your  financial  goals,  call  1-800-732-5543.  Or  visit  www.jhancock.com. 


INSI   RAN<  E  Fi!R  THE  I  N  I-  X  1M-:  >..  It  D  . 
I  N  V  E  S  T  MtNTS  fOR   T  H  E  OrPOin  I'NITIt 


We  Insurance  Company.  John  Hancock  Variable  Life  Insurance  Company  (not  licensed  in  NY),  John  Hancc 
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richer  deposit.  The  Diavik  property 
was  staked  by  Grenville  Thomas,  a 
veteran  prospector  with  his  Canadi- 
an-based Aber  Resources. 

Thomas  followed  the  "science"  of 
"closeology,"  or  staking  near  a  suc- 
cessful claim.  While  other  exploration 
companies  were  gearing  up  to  explore 
in  the  spring  after  Fipke's  announce- 
ment, Thomas  blew  Aber's  last 
$200,000  to  spend 
a  miserable  winter  in 
a  tent  in  50-below- 
zero  weather  so  he 
could  be  the  first  to 
hammer  stakes  into  B^^H 
the  ground. 

Thomas  then  convinced  London- 
based  Rio  Tinto  to  fund  exploration  of 
the  Diavik  property.  To  prove  the  value 
of  the  deposit,  the  two  companies  dug 
deep  into  the  frozen  tundra.  Thomas 
recalls:  "We  shipped  3,000  tons  of  ore 
in  thirty  100-ton  trucks  across  400 
miles  of  ice,  and  you  could  fit  70%  of 


Mike  Piro 
51-year  veteran 
of  region  has 
heard  'em  all. 


the  value  of  what  we  got  out  of  that  in 
a  shot  glass." 

The  samples  revealed  an  ore  grade 
of  3.9  carats  per  ton,  the  richest  dia- 
mond find  in  the  world,  in  a  pipe 
located  just  a  few  hundred  yards  from 
the  border  of  Fipke's  claim.  First, 
however,  Diavik  needs  to  deal  with  a 


traffic  problem.  "Our  site  is  in  the 
migratory  path  of  a  350,000-caribou 
herd,"  says  Diavik's  Tom  Hoefer. 

And  with  climate.  Even  with  spe- 
cially treated  steel,  the  scoop  on  a  640- 
ton  power  shovel  can  snap  like  a  dry 
twig  in  the  bitter  winter.  Workers  who 
venture  outside  need  to  wear  protec- 


Yellowknife  on  the  edge  of  the  wilderness 


Yellowknife,  pop.  17,500 
End  of  the  only  road. 


The  notoriously  rowdy 
Gold  Range  bar  in 
Yellowknife  is  something 
out  of  an  old  Western. 
The  prospectors,  trappers 
and  bush  pilots  look  like 
they  came  straight  from 
Central  Casting.  Cold 
beer  and  warm  women 
bring  them  here,  maybe 
after  months  in  the  wilder- 
ness. A  good  old-fashioned 
fistfight  often  enlivens  the 
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proceedings. 

Wander  a  few  hundred 
feet  from  the  edge  of  town 
and  you  are  on  die  verge  of 
a  vast  wilderness.  Wavne 
Goose,  an  Inuit  from  the 
town  of  Coppermine,  hun- 
dreds of  miles  to  the  north, 
says  it  is  hard  to  travel 
north  of  the  town  by 
snowmobile.  "If  it  gets  real 
cold  you  have  to  bury  your 
snowmobile  in  the  snow  to 


keep  it  warm,"  he  explains. 

Partially  empty  ten- 
story  office  towers  bear 
witness  to  the  harsh  eco- 
nomics of  an  arctic  cli- 
mate. The  buildings  await 
development  that  never 
came — and  may  never 
come.  A  fleet  of  small 
planes  provides  the  only 
practical  means  of  ventur- 
ing farther  north.  Use  of 
small  planes  led  to  a  gold 


rush  here  in  the  1930s, 
followed  by  discovery  of 
other  minerals  in  the  For- 
ties and  Fifties,  but  it 
wasn't  until  the  only  high- 
way into  town  was  opened 
in  1961  that  Yellowknife 
took  shape. 

Even  so,  it  costs  dearly 
to  support  human  life  in 
these  parts — and  mineral 
deposits  that  would  have 
made  a  man  rich  anywhere 
else  in  world  remain 
undeveloped  here  because 
of  high  arctic  costs.  "I 
once  found  molybdenum 
[an  element  used  to 
strengthen  steel] — 
'Molly,1  we  used  to  call 
'er — but  it  weren't  eco- 
nomic to  mine,"  said 
Chester  Hagen,  an  out-of- 
luck  veteran  prospector 
who  looks  older  than  his 
59  years.  -B.F.  ■ 
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SUCCESS  IS  A  DIRECT  RESULT  OF  AMBITION, 
CONNECTIONS,  OR  A  REALLY  GOOD  TO-DO  LIST. 
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Itemize,  categorize,  and  prioritize  everything  you  need  to  do.  Conquer  a  goal  with  each 
box  you  check.  And  that's  just  the  to-do  list.  With  the  Palm  III™  connected  organizer,  you 
can  store  thousands  of  contacts  and  years  of  schedules.  Even  exchange  that  information 
back  and  forth  with  your  PC  and  our  HotSync™  technology.  So  when  everything 
you  need  is  right  at  your  fingertips,  who  needs  a  corner  office?  Palm  Computing'' 
connected  organizers  start  as  low  as  $249!  To  learn  more,  visit  www.palm.com. 
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Connected  Organizer 


MadPac  required  far  Maa  ■  ■  applications  and 
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More  connected." 


HEAR  THE  ONE  ABOUT  THE  OIL  ANALYST  FROM  KARACHI 

WHO  TALKED  TO  THE  ECONOMIST  IN  SINGAPORE  WHO  CALLED 

THE  FINANCIAL  CONSULTANT  IN  AKRON  TO  ANSWER 

A  QUESTION  FOR  SOMEONE  IN  SCHENECTADY? 

Questions,  questions,  questions.  In  this  interconnected  world,  there's 
certainly  no  shortage  of  them.  How  does  X  affect  Y?  How  does  Y  affect  7J  Ho 
does  £  affect  me  ? 

Demystifying  vt  all  is  something  we  re  pretty  good  at.  (So  good,  in  fact,  tha 


\ 


k 
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research  team  is  ranked  #J  by  The  Wall  Street  Journal  and  Institutional 
restor.)  With  over  JOO  analysts,  strategists  and  economists  in  27  countries, 
b're  constantly  batting  ideas  and  information  around— from  one  person  to  the 
\d,jrom  one  time  zone  to  the  next. 

The  best  of  these  ideas  are  downloaded  daily  to  a  Merrill  Lynch 
hancial  Consultant,  who  can  align  our  global  insights  wiihj our  personal 
w.ds  and  goals.  ra<^ 

Now,  ifjoull  excuse  us,  Bangkok's  on  the  line.       W£>  Merrill  Lynch 


Maybe  an  investor's  best  friend 


Guess  which  industry 
has  taken  it  in  the  neck 
because  of  the  Asian  eco- 
nomic slowdown?  Dia- 
monds. Luxury-loving 
Asians  have  until  recently 
accounted  for  40%  of  the 
world's  demand  for  the 
coveted  stones.  But  not 
now.  The  Central  Selling 
Organization,  a  diamond 
distribution  monopoly 
controlled  by  South 
Africa's  De  Beers,  has 
reduced  its  sales  of  rough 
diamonds  by  41%  in  the 
first  half  of  1998  and  still 
has  $4.6  billion  worth  of 
unsold  diamonds  in  its 
vaults,  up  from  $4.4  bil- 
lion at  the  end  of  1997. 

If  that  weren't  bad 
enough,  the  new  mines  in 
Canada  are  about  to  pour 
more  of  the  stones  out  on  a 
depressed  world  market. 

Paradoxically,  this  may 
have  made  shares  in  dia- 
mond mines  a  screaming 
bargain.  For  if  there  is 
today  an  oversupply  of  the 
stones,  there  may  well  be  a 


dearth  in  the  near  future. 

De  Beers  spokesman 
Roger  van  Eeghen  says 
some  of  South  Africa's 


and  Australia's  mines 
are  winding  down, 
Russia's  require  new 
investment,  and  produc- 
tion from  Angola  and 
the  Congo  has  been  dis- 


High  risk.  High  return? 

Companies  with  promising  initial  finds 

or  small  diamond  deposits 

Company/location 

Recent 

Market  cap 

price 

(tail) 

Ashton  Mining  of  Canada/Alberta 

$1.29 

$34 

Lytton  Minerals/Northwest  Territories 

0.21 

24 

Mountain  Province  Mining/Northwest  Territories 

1.40 

59 

Namibian  Minerals/Namibia 

1.29 

49 

Rupert  Resources/South  Africa 

0.46 

4 

Winspear  Resources/Northwest  Territories 

1.31 

43 

Cheapest  diamonds  in  the  world? 


rupted  by  war.  The  Cana- 1 
dians  will  have  no  prob- 
lem selling  their  "quite 
nice"  diamonds,  van 
Eeghen  adds. 

Aber  Resources  on  the 
Toronto  Stock  Exchange 
is  a  pure  play  in  dia- 
monds— which  De  Beers, 
with  its  outside  interests, 
is  not.  At  $5.30  a  share, 
buying  Aber  shares  is 
equivalent  to  buying 
rough  diamonds  for  $21 
a  carat,  according  to 
Merrill  Lynch  mining  ana- 
lyst Michael  Curran.  The 
average  value  of  the 
mine's  proven  reserves  is 
more  than  double  that — 
$56  a  carat.  -B.F. 


Companies  with  large  known 

Recent 

EPS 

Market  value 

Cost  per  carat 

Ave  value  per 

diamond  deposits/location  of  find 

price 

1999  est 

($mil) 

of  diamond* 

carat  in  ground 

Aber  Resources/Northwest  Territories 

$5.30 

$0.00 

$241 

$21 

$56 

DiamondWorkst/Angola,  Sierra  Leone 

0.26 

0.14 

25 

77 

170 

Dia  Met  Minerals/Northwest  Territories 

13.49 

2.56 

405 

55 

100 

SouthernEra  Resources/South  Africa 

5.40 

1.78 

138 

56 
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'Calculated  by  dividing  the  total  market  value  of  the  company  by  the  estimated  carats  of  diamonds  in  reseive,  then  adding  cost  per  carat  of  production  and 
depreciation.  The  cost  does  not  take  into  account  market  or  political  risk.  tOperations  were  recently  attacked  by  Angolan  rebels. 

Source.-  Michael  Curran,  Merrill  Lynch  Canada. 


tive  winter  gear  to  brave  a 
windchill  factor  that  has 
been  recorded  at  minus  96 
degrees  at  the  mine  site. 

There  are  compensations. 
When  it  warms  up  to  a  cozy 
80  degrees  and  the  sun 
shines  22  hours  a  day,  fish- 
ing in  the  area  is  truly  awe- 
some. Chris  Hanks,  BHP 
Diamonds'  senior  environ- 
mental specialist,  recently 
caught  a  43-pound  pike 
with  a  fly  rod  at  the  nearby 
Trout  Rock  Wilderness 
Lodge  (www.enodah.com). 
The  lodge's  owners,  Ragnar 
Doreen  Wesstrom,  proudly  display  a 
53-pound  lake  trout  Ragnar  caught 
this  summer. 

Back  at  Ekati,  whatever  the  weather 
does,  mammoth  trucks  carrying  loads 
of  up  to  320  tons  work  24  hours  a  day 
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and 


to  feed  the  ore  processing  plant.  The 
mine  should  produce  between  3.5  mil- 
lion and  4.5  million  carats  of  diamonds 
a  year.  There  is  talk  at  the  mine  of  a 
33-carat  diamond.  BHP  Diamonds 
External  Affairs  Manager  W.  Graham 
Nicholls  wouldn't  comment  but  said: 


"We  expect  to  see  large  stones."  The 
quality  rivals  the  best  in  the  world, 
with  an  average  value  of  $130  per 
carat.  The  polished-and-cut  stones  will 
sell  for  a  lot  more  than  that. 

The  first  Ekati  diamonds  have  been 
shown  to  dealers  in  Antwerp,  and  cut 
stones  should  be  at  retailers  in  1999. 

Fipke,  who's  been  known  to  hang 
out  in  biker  bars  in 
Fred  Sangris  Kelowna,  owns  10% 

Yellowknife  of  the  Ekati  mine, 

Dene  First  plus       Dia       Met 

Nation  chief.  shares,  making  him 
■■■■  worth  about  $240 

million.  That's 
enough  to  finance  his  latest  explo- 
rations along  the  coast  of  Greenland 
and  in  Yemen.  And  the  local  busi- 
nessmen who,  ignoring  the  dubious 
past  of  Canadian  diamond  ventures, 
bought  his  penny  stock?  Two  dozen 
are  millionaires.  ■ 

Forbes  ■  December  14,  1998 
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by  Susan  Hensel  Dixon 

When  the  Jacksonville  Jaguars 
appear  at  ALLTEL  Stadi- 
um on  Monday  Night 
Football,  cheering  voices  reverberate  all 
across  Northeast  Florida.  A  perfect 
touchdown  pass  generates  some  of  the 
excitement,  to  be  sure.  But  when  net- 
work television  cameras  survey  the  city's 
sparkling  skyline  reflected  in  the  wide 
St.  Johns  River,  the  region's  business 
leaders  roar  their  approval. 

"The  Jaguars  don't  sell  Jacksonville. 
They  do  give  the  Jacksonville  community 
an  opportunity  to  present- itself,"  explains 
Michael  Weinstein,  executive  director  of 
the  Jacksonville  Economic  Development 
Commission  (JEDC). 

"The  region  is  seen  as  a  progressive 
environment,  with  thriving  multina- 


XPANSION  CITY  ON 
DA'S  FIRST  COAST 


tional  organizations,"  says  Will  Stephens, 
vice  president  of  human  resources  for 
contact  lens  innovator  Vistakon.  "That 
gives  us  the  ability  to  tap  into  a  more 
diverse  workforce,  in  terms  of  geography 
and  talent."  Vistakon,  a  Johnson  & 
Johnson  company,  employs  2,600  at  its 
corporate  headquarters  and  two  manu- 
facturing facilities  in  Jacksonville. 

The  six-county  Northeast  Florida 
region  known  as  Florida's  First  Coast  is 
using  this  new  visibility  to  further 
expand  its  solid  economic  base. 

"Over  the  last  decade,  we've  consoli- 
dated our  headquarters'  functions  and 
centralized  some  operations  in  Jack- 
sonville," says  A.  R.  "Pete"  Carpenter, 
president  and  CEO  of  CSX  Transporta- 
tion Inc.,  the  largest  railroad  in  the 


Baker 


Nassau 
\/    Duval 


eastern  U.S.  "About  5,000  members  of 
our  CSX  family  call  Florida's  First  Coast 
home,  and  we  plan  to  bring  hundreds 
more  here  over  the  next  three  years. 
Northeast  Florida's  excellent  quality  of 
life  and  business-friendly  environment 
make  the  region  an  attractive  place  to  do 
business." 

As  the  area's  assets  become  more  widely 
recognized,  U.S.  and  international  cor- 
porations are  getting  into  the  action. 
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Scott  Ford 
President  and  Chief 
Operating  Officer 


ALLTEL  Corporation 

We  at  ALLTEL  are  proud  to  partici- 
pate in  the  thriving  economy  of  North- 
east Florida.  A  leader  in  the  Jack- 
sonville business  community  for  more 
than  30  years,  our  company  has 
grown  along  with  the  city. 

Today,  there  are  more  than  1,000 
employees  in  our  Jacksonville-based 
information-services  operations,  per- 
forming data  processing  for  more  than 
20  million  home  loans  every  day.  In 
1997,  we  selected  Jacksonville  as  the 
first  market  for  our  PCS  wireless  com- 
munications service,  now  offered  in 
conjunction  with  long-distance  and 
Internet  services. 

ALLTEL's  commitment  to  the  com- 
munity is  represented  by  two  land- 
marks flanking  Jacksonville's  growing 
downtown  area:  On  the  west  end  is 
our  13-story  lending-solutions  opera- 
tions headquarters,  and  on  the  east 
is  ALLTEL  Stadium,  home  of  the 
National  Football  League's  Jack- 
sonville Jaguars. 

We  at  ALLTEL  are  proud  to  grow 
along  with  Florida's  First  Coast,  and 
we  invite  you  to  join  us. 
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Over  the  last  five  years,  business  reloca- 
tions and  expansions  have  created  60,000 
jobs,  and  $839  million  in  private  capital 
has  been  invested  here  since  July  1 996. 

Strategic  Advantages  for  Business 

What's  drawing  companies  from 
around  the  globe  to  Jacksonville?  It's  a 
combination  of  factors  that  fit  into  a 
winning  business  plan:  a  skilled,  afford- 
able and  growing  workforce;  an  excel- 
lent intermodal  transportation  system; 
and  an  overall  low  cost  of  doing  busi- 
ness. There's  also  a  quality  of  life  that 
makes  people  want  to  stay. 

The  typical  worker  here  is  33  years 
old,  younger  than  the  national  average 
of  35.  Fourteen  area  colleges  and  uni- 
versities provide  a  ready  supply  of  skilled 
workers.  Naval  bases  add  a  steady  flow 
of  highly  qualified  employees.  Each  year, 
4,000  people  who  separate  from  mili- 
tary service  opt  to  remain  in  the  area. 

The  city's  transportation  assets  include 
three  interstate  highways,  three  major 
railroads,  an  expanding  international  air- 
port and  three  marine  port  terminals. 

"In  a  very  tight  national  labor  market, 
we're  blessed  with  a  high  rate  of  popula- 
tion growth.  People  with  excellent  skills 
are  moving  to  our  area  with  a  desire  to 
greatly  enhance  their  quality  of  life," 
explains  Jerry  Mallot,  executive  director 
of  Cornerstone,  the  economic  develop- 
ment arm  of  the  Jacksonville  Chamber 
of  Commerce. 

Affordable  housing,  health  care,  trans- 


portation, utilities,  groceries  and  servic 
make  the  Jacksonville  lifestyle  appealing,  j 
Short  commutes,  a  thriving  arts  com-j 
munity  and  abundant  opportunities  for 
year-round  outdoor  recreation  bring  ; 
extra  measure  of  satisfaction. 

A  Roster  of  Blue-Chip  Players 

Northeast  Florida's  industry  mix 
sustains  strong  growth  and  prosperity, 
even  when  national  or  international 
economies  slump.  Financial  and  service- 
related  businesses,  manufacturing,  med-: 
ical  and  health  care,  warehousing  and 
distribution,  the  military  and  sports  and 
recreation  contribute  prominently  to  the 
region's  economy.  High-tech  companies, 
are  also  thriving. 

Among  the  companies  with  an  expand- 
ing local  presence  are  Merrill  Lynch, 
America  Online  and  Bombardier  Capital. 

Merrill  Lynch  opened  its  office  in  Jack- 
sonville in  1991  and  now  has  four  divi- 
sions here,  employing  over  2,000  people. 

Says  William  A.  Bridy,  first  vice  pres- 
ident and  senior  director  of  Merrill 
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The  City  Farthest  West  on  the  Eastern  Sea 

•  Giving  businesses  the  perfect  location  to  i 
trade  throughout  Latin  America,  the  Caribt 
and  North  America 

•  Easy  access  to  the  Southeast  U.S. 

•  35  million  consumers  within  an  eight-hour 
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John  A.  Delaney 
Mayor 


City  of  Jacksonville 

The  secret  is  out.  and  business 
leaders  from  around  the  globe  are  rec- 
ognizing what  we  have  known  all  along 
—  that  Jacksonville  is  an  ideal  place 
to  do  business. 

Boasting  low  tax  rates,  a  strong 
work  ethic,  a  strategic  location  and  a 
skilled  and  affordable  workforce, 
Northeast  Florida  offers  new  and 
existing  businesses  a  receptive  and 
supportive  environment  committed  to 
quality  economic  growth. 

Complemented  by  abundant  natur- 
al resources,  cultural  amenities  and  a 
strong  quality  of  life.  Northeast  Flori- 
da's cooperative  spirit  is  certainly  one 
of  our  greatest  assets,  and  our  busi- 
ness community,  local  governments, 
neighborhood  groups  and  residents  all 
work  together  to  keep  our  economy 
strong.  A  world-class  city  offering 
abundant  opportunity,  Jacksonville 
maintains  the  warmth  and  hospitality 
of  a  small  Southern  town. 

Without  question,  Jacksonville  and 
Northeast  Florida  have  an  exciting 
expansion  story,  and  we  welcome  you 
to  become  a  part  of  it! 
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Why  Jacksonville? 
Top  Ten  Reasons  to  Consider 
the  Expanding  Northeast 
Florida  Region 

1.  Pro-business  environment, 
public-private  partnerships 

2.  Available,  affordable,  skilled 
workforce 

3.  Information  technology  and 
financial  services  hub 

4.  Low  cost  of  living  and  doing 
business 

5.  Outstanding  intermodal  trans- 
portation system 

6.  Thriving  economy,  strong  growth 

7.  Easy  access  to  Caribbean  and 
Latin  American  markets 

8.  Strong  manufacturing  and 
distribution  sector 

9.  Outstanding  quality  of  life 

10.  A  world-class  climate  —  four 
seasons  without  snow 

Source:  Jacksonville  Chamber  of  Commerce 


Lynch  Financial  Data  Services,  "We've 
discovered  we  can  recruit  any  skill  set  in 
Jacksonville.  That  mitigates  the  costs 
associated  with  relocation." 

A  need  for  fast  ramp-up  of  a  new  cus- 
tomer service  center  landed  America 
Online  here  just  over  two  years  ago. 

"We  were  able  to  help  America  Online 
move  fast,"  says  Cornerstone's  Mallot. 
"Because  of  the  ready  supply  of  qualified 
applicants  here,  the  company  was  able  to 
bring  1 ,000  employees  on  board  in  just  six 
months." 

Bombardier  Capital,  owned  by  Mon- 
treal-based Bombardier  Inc.,  maker  of 
Learjet,  Ski-Doo  snowmobiles  and  other 
transportation  equipment,  brought  its 
mortgage  and  consumer  finance  divi- 
sions to  Jacksonville  in  1997.  The  com- 
pany now  employs  600  here  and  plans 
to  expand  to  1,200  by  the  year  2000. 

"Jacksonville  is  known  as  a  financial 
center,  and  we  knew  we  could  recruit 
people  familiar  with  our  business," 
reports  Pierre-Andre  Roy,  chairman  and 
CEO  of  Bombardier  Capital. 


Leerie  T.  Jenkins,  Jr. 
Chairman 


Jacksonville  Chamber 
of  Commerce 

Northeast  Florida  was  already  in  a 
growth  mode  before  pro  football  came 
onto  the  scene  in  1995.  But  now  the 
opportunities  here  are  no  longer  a 
secret,  and  it's  an  exciting  time  to  be 
in  Jacksonville. 

Just  look  at  a  few  of  our  success 
stories:  Merrill  Lynch's  $41  million 
expansion;  Bombardier  Capital's  relo- 
cation of  two  divisions;  and  Pilot  Pen's 
new  manufacturing  facility.  Last  year, 
our  area  gained  $400  million  in  capi- 
tal investment  and  21,000  jobs. 

Our  six-county  region  has  a  diversi- 
ty of  assets  for  business.  When  you 
consider  moving  or  expanding  here, 
you'll  find  a  business-friendly  atmos- 
phere. All  the  resources  you  need  are 
organized  and  accessible.  We  can  act 
fast,  assist  with  site  evaluations,  pro- 
vide up-to-date  information,  analyze 
labor-availability  costs  and  open  doors 
that  will  get  you  connected  with  key 
people  and  organizations. 

We  want  your  business  to  succeed 
here,  and  we  invite  you  to  explore  the 
wealth  of  opportunities  that  national 
and  international  companies  are  dis- 
covering in  Northeast  Florida. 


Jacksonville 

•/Chamber  of  Commerce 
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Kenneth  R.  Krauter 
President  and  Chief 
Executive  Officer 


Jacksonville  Port 
Authority 

The  Jacksonville  Port  Authority  (JAX- 
PORT)  operates  three  diversified  deep- 
sea  marine  terminals  and  three 
airports,  including  Jacksonville  Inter- 
national Airport,  which  is  the  fourth- 
fastest-growing  airport  in  the  United 
States. 

Our  strategic  location  in  Northeast 
Florida,  which  is  served  by  three 
Class-I  railroads  and  three  interstate 
highways,  positions  Jacksonville  to  be 
the  major,  diversified,  international 
transportation  center  of  the  south- 
eastern United  States. 

JAXPORT  continues  to  set  records 
in  air-passenger  traffic  and  in  the 
movement  of  air  and  marine  cargoes. 
With  a  strong  and  growing  local  econ- 
omy and  a  global  perspective,  we 
have  embarked  on  a  major  expansion 
of  our  international  airport  and  our 
marine  terminals. 

JAXPORT's  aim  is  to  provide  our 
business  partners  with  the  best  trans- 
portation facilities  in  the  United 
States,  and  to  heighten  Jacksonville's 
role  in  international  trade  and  travel 
as  we  enter  the  21st  century.  To  learn 
more  about  JAXPORT,  visit  us  on  the 
Internet  at  www.jaxport.com. 


MXPORT 


Top  Corporate  Relocations 
and  Expansions 

ALLTEL 

America  Online 

Bombardier  Capital 

Chase  Manhattan 

Citibank  Universal  Card  Services 

Coach  Leatherware 

CSX  Transportation  Inc. 

ENKEI  International 

General  Motors 

Georgia-Pacific 

Heinz/Portion  Pac,  Inc. 

Inoue  Manufacturing,  Inc. 

Mayo  Clinic 

Merrill  Lynch 

NationsBank 

Northrop  Grumman 

PGA  TOUR/World  Golf  Village 

Pilot  Pen  Corporation 

Vistakon/Johnson  &  Johnson 

Source:  Jacksonville  Chamber  of  Commerce 


A  Model  of  Regional  Cooperation 

"We  get  comments  about  the  positive, 
cooperative  attitude  throughout  the  city 
and  the  Northeast  Florida  region,"  says 
LeerieT.  Jenkins,  Jr.,  1998  chairman  of 
the  Jacksonville  Chamber  of  Commerce 
(Jenkins  is  also  chairman  and  CEO  of 
Reynolds,  Smith  and  Hills,  Inc.). 

Cornerstone,  the  economic  develop- 
ment initiative  of  the  Jacksonville 
Chamber  of  Commerce,  has  led  the 
multicounty  effort  for  business  expan- 
sion and  relocation,  education  and 
workforce  preparation  and  economic 
initiatives.  It  promotes  Duval,  Clay, 
Baker,  Putnam  and  Nassau  counties 
nationally  and  internationally. 

"The  cooperation  among  the  eco- 
nomic development  groups  of  North- 
east Florida  is  recognized  as  a  model  for 
economic  development  groups  around 
the  country,  says  Ken  Willette,  execu- 
tive director  of  the  Nassau  County  Eco- 


nomic Development  Board. 

Jenkins  and  Willette  both  agree  thai 
-people  who  come  to  the  First  Coasi 
don't  see  the  county  lines.  Visitors  an 
shown  the  facilities  that  suit  their  needsl 
regardless  of  what  county  they're  in. 

Targeting  Key  Players 

Like  any  good  coaching  staff,  thf 
region's  planners  are  set  to  recruit  ano 
keep  valuable  players.  Industries  identi- 
fied as  ideal  for  the  region  are  aviation 
and  aerospace,  medical  equipment  anc 
technologies,  motor  vehicle  parts  anc 
accessories,  pharmaceuticals  and  biotech- 
nology, electronics  and  semiconductors 
and  headquarters  for  high-tech  firms. 

Northrop  Grumman  Corp.  is  one 
high-flying  example  of  the  success  of  the 
target-industry  approach.  The  company 
has  committed  to  bringing  400  to  500 
aviation  technician  jobs  to  the  Naval  Ail 
Station  at  Cecil  Field,  which  is  being 
tedeveloped.  With  1 7,000  acres  of  land- 
a  12,500-foot  runway,  hangars  and  175 
buildings,  Cecil  Field  is  a  ready  platforrr 
for  aviation  industries. 

A  Global  Perspective 

Increasing  the  region's  global  compet- 
itiveness with  a  coordinated  game  plar 
is  the  goal  of  the  WorldView  project 
which  was  established  by  the  City,  the 
JEDC,  the  Chamber  and  the  Jack- 
sonville Port  Authority.  Two  Japanese 
companies,  Inoue  Manufacturing,  Inc 
and  aluminum  wheel  manufacturei 


1997  Employment 
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Mayo  Clinic 

Executive  Health 

Program 

Located  near  beautiful  beaches  and 
golf  and  tennis  resorts,  Mayo  Clinic 
Jacksonville  offers  the  exclusive  Mayo 
Clinic  Executive  Health  Program.  It 
combines  expertise  and  efficiency  in 
a  comprehensive,  one-day  medical 
examination  for  the  busy,  yet  health- 
conscious,  executive. 

Our  program  features  Mayo  Clinic's 
traditional  diagnostic  excellence  and 
the  latest  in  preventive  medicine. 
Screening  tests  and  a  comprehensive 
medical  history  and  physical  exami- 
nation are  designed  to  detect  heart 
disease,  cancer  and  other  serious 
medical  problems  —  often  before 
symptoms  appear. 

Your  physical  examination  is  com- 
bined with  an  assessment  of  your 
lifestyle  indicators  for  risks  of  disease. 
Your  Mayo  physician  will  then  review 
these  results  with  you  and  offer  rec- 
ommendations. We  believe  this 
approach  is  essential  to  maintaining 
good  health. 

Join  thousands  of  executives  who 
have  made  a  wise  health  investment 
by  participating  in  the  Mayo  Clinic 
Executive  Health  Program.  Call  800- 
8*51-9022  (U.S.A.  only)  with  any  ques- 
tions or  to  schedule  an  appointment. 


Mayo  Clinic  Jacksonville 
4500  San  Pablo  Road 
Jacksonville,  FL  32224 


mayo 


Workers  overhaul  a  fighter  jet  at  the 

Naval  Aviation  Depot,  Jacksonville's 

largest  industrial  employer. 

ENKEI,  are  examples  of  WorldView's 
success  in  attracting  targeted  industries 
from  outside  U.S.  borders. 

The  World  Golf  Village  and  World 
Golf  Hall  of  Fame,  just  south  of  Jack- 
sonville along  1-95,  is  expected  to  attract 
over  one  million  new  international,  cor- 
porate and  resort  visitors  to  Northeast 
Florida  annually. 

Increased  South  American  and 
Caribbean  trade  is  helping  the  thriving 
port  at  Jacksonville  secure  its  position  as 
a  global  gateway. 

Hurdle*  Removed  to  Speed  Growth 

Recent  Florida  legislation  enhances 
the  tax  environment  for  the  targeted 
industries,  making  it  even  more  attrac- 
tive for  businesses  to  locate  in  Florida 
and  Northeast  Florida. 

This  summer,  Duval  County  sped  up 
the  permitting  process  for  significant 
economic  development  projects  with 
guidelines  that  mirror  the  state's  expe- 
dited permitting  statute. 

While  any  community  can  make 
promises  to  encourage  business  growth, 
Jacksonville  takes  pride  in  the  fact  that 
it  acts  on  those  promises. 

"This  community  has  followed 
through  on  its  commitment  to  new  and 
expanding  businesses,"  says  Chamber 
Chairman  Jenkins.  "We  help  companies 


Ruffin  Beckwlth 
Executive  Director 


World  Golf  Village 

World  Golf  Village  is  golf's  ultimate 
destination.  Open  to  the  public  since 
May  1998,  the  new  home  of  the  World 
Golf  Hall  of  Fame  is  more  than  a  place 
to  honor  golf  and  its  greatest  players. 
The  resort  and  residential  community 
appeals  to  golfers  and  nongolfers 
through  state-of-the-art  technology, 
shops,  dining  and  a  host  of  resort 
amenities. 

With  interactive  exhibits,  one  of  the 
world's  largest  memorabilia  collections 
and  an  IMAX  theater,  the  World  Golf 
Hall  of  Fame  offers  a  complete  experi- 
ence. The  Resort  Hotel  and  the  Vistana 
Resort  at  World  Golf  Village  provide  lux- 
urious and  convenient  accommoda- 
tions. Visitors  will  also  enjoy  The  Slam- 
mer and  The  Squire  golf  course,  home 
of  the  SENIOR  PGA  TOUR'S  Liberty 
Mutual  Legends  of  Golf. 

The  Saint  Johns  community  sur- 
rounding World  Golf  Village  covers 
6,300  mixed-use  acres.  With  two  addi- 
tional golf  courses,  a  Resort  Spa,  a 
Mayo  Clinic  and  much  more,  World 
Golf  Village  promises  to  impress  visi- 
tors and  provide  a  unique  living  envi- 
ronment for  its  residents. 
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Victor  A.  Hughes 
Chairman  and  Chief 
Executive  Officer 


Koger  Equity,  Inc. 

Pioneering  the  development  of  sub- 
urban office-park  communities,  our 
organization  has  constructed  or 
acquired  more  than  380  office  build- 
ings in  22  cities  throughout  the  South- 
east and  Southwest.  We  own  the 
majority  of  these  buildings  and 
manage  a  substantial  number  of  them 
for  others.  This  results  in  a  strong 
tenant  base  of  more  than  4,000 
leases,  80%  of  which  are  with  nation- 
al or  regional  companies  and  federal 
or  state  governments. 

In  1895,  the  organization  began  as 
a  contractor  and  developer.  In  1957 
our  reputation  as  one  of  the  nation's 
premier  office-park  developers  began 
in  Jacksonville  with  the  construction 
of  the  nation's  first  office  park.  Today, 
Koger  Equity  continues  its  tradition  of 
excellent  service  with  70%  of  our 
employees  on-site  with  our  customers. 

Koger  Equity  was  recently  added  to 
the  S&P  REIT  composite  index.  Since 
1994,  the  company's  funds  from  oper- 
ations have  increased  by  80%,  FFO  per 
share  by  42%,  shareholder's  equity  by 
58%  and  net  income  by  403%. 

Our  stock  is  traded  on  the  American 
Exchange  under  the  symbol  "KE." 


i  a 


with  workforce  development,  permit- 
ting and  overall  business-environment 
issues.  It  goes  back  to  the  ethics  of  busi- 
ness. We  do  what  we  say  we'll  do." 

A  Strong,  Expanding  infrastructure 

"Today's  marketplace  demands  a 
strong  global  and  domestic  transporta- 
tion infrastructure,"  states  Carpenter  of 
CSX  Transportation.  "Jacksonville's  easy 
access  via  1-95,  I- 10  and  1-75,  combined 
with  an  excellent  rail,  port  and  logistics 
network,  brings  every  destination  a  little 
closer  to  Northeast  Florida." 

Norfolk  Southern  and  Florida  East 
Coast  Railway  also  serve  the  area,  pro- 
viding key  components  of  an  inter- 
modal  system  recently  named  among 
the  "Hot  5"  by  Business  Facilities  maga- 
zine. All  three  railroads  extend  to  the 
port  docks,  and  each  maintains  large 
intermodal  facilities. 

Shipping  and  logistics  companies 
have  discovered  the  advantages  of  the 
area's  wealth  of  intermodal  systems. 
GATX,  Crowley,  Norton  Lilly,  SeaStar 
and  more  than  100  trucking  companies 
have  operations  here. 

Landstar  System,  Inc.,  the  nation's 
third-largest  truckload  carrier  group  and 
the  largest  owner-operator  company  in 
North  America,  brought  its  headquar- 
ters to  Jacksonville  in  1997. 

"Jacksonville  is  easy  to  get  in  and  out 
of,  the  workforce  is  strong,  the  cost  of 
living  is  affordable  and  the  quality  of  life 
is  outstanding,"  says  Jeff  Crowe,  chair- 
man, president  and  CEO. 

Crowe  appreciates  the  welcome  his 
company  has  received:  "There's  a  gen- 
uine interest  in  new  organizations,  and 
we've  found  it  easy  to  be  included  as 
part  of  the  community  from  the  start." 

Jacksonville's  three  public  port  facili- 
ties are  served  by  37  steamship  lines, 
including  six  lines  serving  Europe,  four 
serving  Puerto  Rico,  14  serving  South 


With  three  terminals,  the  port  at  Jacksonville 

is  the  third-largest  handler  of  auto  imports 

and  exports  in  the  U.S. 

America  and  seven  serving  the  Far  East 
Total  marine  cargo  in  fiscal  1998  wa 
7.3  million  tons. 

Jacksonville  International  Airport  (JIA 
offers  nonstop  flights  to  28  destination? 
A  record  140  million  pounds  of  carg< 
and  airmail  were  handled  at  JIA  in  1 998 

New  carriers,  larger  air  cargo-handlim 
facilities  and  the  development  of  adja 
cent  land  parcels  for  industrial  and  com 
mercial  use  are  all  part  of  JIA's  compet 
itive  advantages. 

"We  have  embarked  on  major  expan 
sions  of  our  international  airport  am 
marine  terminals,"  reports  Kenneth  R 
Krauter,  Port  Authority  president  am 
CEO.  "With  a  dynamic  local  econom 
and  our  WorldView  perspective,  we  ar 
confident  of  a  growing  role  for  Jack 
sonville  in  international  trade  and  travt 
as  we  enter  the  21st  century." 

The  area  also  scores  high  in  telecommu 
nications  infrastructure.  State-of-the-ar 
fiber-optic  networks  and  broadband  tech 
nology  span  the  city,  allowing  businesses  t> 
communicate  with  great  speed. 

The  Jacksonville  Electric  Authority  (JEA 
is  committed  to  providing  competitive  rate 
and  services  to  support  the  region's  growtf 
A  one-stop  source  for  electric,  water  am 
sewer  service,  the  JEA  is  the  state's  lowest 
cost  energy  provider,  with  rates  among  th 
lowest  in  the  southeast  U.S. 
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A  Powerful  Talent  Magnet 

The  scouting  report  is  in,  and  it's  got 
calent  written  all  over  it. 

"The  work  ethic  of  the  region  has 
Decome  one  or  our  strongest  selling 
joints,    says  JEDC  s  Weinstein. 

Boca  Raton-based  ADT  Security  Ser- 
-ices  Inc.  is  bringing  its  national  market- 
ng  and  monitoring  center  here,  creating 
500  to  800  new  jobs.  ADT  expanded 
because  of  the  local  talent  base. 

'We  couldn't  be  more  delighted  with 
he  relationships  we  have  with  the  Uni- 
ersiry  of  North  Florida  and  other  univer- 
iues  in  the  region,"  says  Bill  Bridy  of  Mer- 
ill  Lynch.  "We've  found  the  leadership  at 
he  university  level  to  be  open  to  new 
deas,  active  in  the  area's  economic  devel- 
>pment  and  extremely  helpful  as  we  have 
wrought  major  segments  of  our  technolo- 
gy organization  here." 

Dr.  Anne  Hopkins,  president  of  the 
Jniversiry  of  North  Florida  (UNF), 
oresees  opportunities  for  the  university 

0  support  Northeast  Florida's  business 
ommunity.  Programs  in  nursing  and 
>hysical  therapy,  engineering,  comput- 
er science  and  transportation  logistics 
:re  expanding.  A  weekend  MBA  pro- 
tram  is  already  off  the  ground. 

1  Hopkins  sees  the  university  as  an 
rnormous  asset  to  the  city  and  the 
egion.  Approximately  70%  of  graduates 
lemain  in  Northeast  Florida,  providing 

steady  flow  of  qualified  professionals 
nto  the  workforce. 


The  Times  Union  Performing  Arts  Center 

hosts  hundreds  of  performances  each 

year,  from  Broadway  to  pop  to  classical. 


Sixth  graders  engage  in  simulated  space 

missions  at  the  Challenger  Learning  Center 

at  Kirby  Smith  Middle  School. 

Jacksonville  University,  Edward 
Waters  College,  the  University  of  Flori- 
da, Florida  State  University  and  Flagler 
College  also  help  to  draw  new  talent  to 
the  region. 

The  Florida  Community  College  at 
Jacksonville  is  another  strong  workforce- 
development  engine.  Its  programs  include 
workforce  preparation  for  local  employers. 

An  additional  advantage  for  employers 
is  Florida's  low  percentage  of  unionized 
companies.  As  a  right-to-work  state,  Flori- 
da has  a  lower  percentage  of  union  con- 
tracts than  the  nation  as  a  whole. 

Partnerships  for  Education 
Excellence 

Schools  are  partnering  with  business- 
es to  assure  that  future  workers  of  the 
First  Coast  will  have  the  skills  to  suc- 
ceed. Duval  County  Superintendent 
John  Fryer  recently  presented  plans  for 
the  Jacksonville  Alliance  for  World  Class 
Education,  modeled  after  a  successful 
Seattle  program.  The  plan  seeks  private- 
sector  support  for  programs  such  as 
incentives  for  reading,  training  for 
teachers  and  principals  and  lobbying  for 
increased  school  funding. 

"We  already  have  strong  ties  with  the 
business  community,  and  we  are  focus- 
ing on  workforce  preparation,"  says 
Ellen  Darden,  director  of  communica- 
tions for  Duval  County  Public  Schools. 
"The  Alliance  will  position  the  district 


Jeffrey  C.  Crowe 
Chairman,  President  and 
Chief  Executive  Officer 


Landstar  System,  Inc. 

Safety-first  transportation-services 
provider  Landstar  is  on  the  road  to 
success.  Comprising  more  than  9,000 
independent,  small-business  owners, 
this  transportation  leader  embodies 
America's  entrepreneurial  spirit. 

Coming  off  of  its  tenth-anniversary 
year  of  steady  growth,  the  company's 
carrier  and  multimodal  groups  contin- 
ue to  deliver  safe,  reliable  services  to 
shippers  and  exceptional  value  to 
investors. 

Landstar's  carrier  group,  Landstar 
Inway,  Landstar  Ligon  and  Landstar 
Ranger,  services  a  diverse  array  of 
van,  platform,  specialized  platform 
and  temperature-controlled  accounts. 
Its  multimodal  group,  Landstar 
Express  America  and  Landstar  Logis- 
tics, provides  logistics  and  expedited- 
freight  services.  Expedited  services 
include  air,  ground,  charter  and  inter- 
national delivery,  while  logistics  ser- 
vices include  intermodal,  truck  bro- 
kerage, power  only  and  contract 
logistics. 

Landstar's  revenue  from  continuing 
operations  increased  from  $654  mil- 
lion in  1993  to  more  than  $1.2  billion 
in  1997.  In  addition,  net  income  from 
continuing  operations  increased  from 
85  cents  per  share  in  1993  to  $2.03 
per  share  in  1997. 

For  entrepreneurs,  shippers  and 
investors,  Landstar  is  the  road  to 
success. 


LANDSTAR 


www.landstar.com  904-390-1234 
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Dr.  Anne  Hopkins 
President 


University  of  North  Florida 

Dr.  Anne  Hopkins  leads  a  dynamic 
University  of  North  Florida  (UNF)  into 
the  millennium.  This  comprehensive 
urban  university  has  12,000  students, 
offers  more  than  60  degree  programs 
and  is  part  of  the  cultural  fabric  of  the 
community.  Since  1990,  UNF  has  been 
ranked  highly  in  several  national  publi- 
cations for  its  academic  excellence. 

UNF  has  a  strong  commitment  to 
the  business  community.  We  offer  the 
area's  only  fully  accredited  business 
school  and  weekend  MBA  program. 
Degrees  in  civil  and  mechanical  engi- 
neering in  2000  will  complement  com- 
puting sciences  and  electrical  engi- 
neering programs.  Our  logistics  and 
transportation  studies  are  internation- 
ally recognized.  To  help  prepare  the 
workforce  of  tomorrow,  the  University 
works  closely  with  public  schools  to 
enhance  the  quality  of  K-12  education. 
Approximately  70%  of  the  University's 
graduates  remain  in  Northeast  Florida, 
providing  a  steady  flow  of  qualified  pro- 
fessionals into  the  workforce. 

Quality  and  commitment  are  the  hall- 
marks of  this  University  and  of  the 
Jacksonville  business  community.  We 
are  proud  to  be  a  part  of  this  exciting 
time  in  the  history  of  Northeast  Florida. 
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Kathleen  Ratcliffe 
President 


Mayo  Clinic's  249  staff  physicians  serve 

patients  from  around  the  world.  The  390-acre 

campus  is  undergoing  a  $19  million  expansion. 

as  a  positive  force  in  the  area's  econom- 
ic development." 

Looking  Ahead  to  Many 
Winning  Seasons 

"We  are  blessed  to  have  just  the  right 
combination  of  elements  and  lasting  part- 
nerships in  a  thriving  city  and  region," 
says  Mayor  Delaney  "We  have  worked 
hard  to  get  where  we  are,  and  we're  going 
to  continue  developing  the  resources  that 
will  support  the  prosperity  of  the  First 
Coast  for  future  generations." 

Companies  worldwide  are  seeing  the 
region  in  a  new  light,  brighter  than  the 
400  two-thousand-watt  light  bulbs  that 
illuminate  the  Jaguars'  playing  field  on 
a  balmy  October  evening.  With  a  for- 
ward-thinking team  approach  to  eco- 
nomic development,  education  and 
infrastructure,  Northeast  Florida  is  posi- 
tioned to  help  new  and  expanding  busi- 
nesses win  and  keep  winning. 


Written  by  Susan  Hensel  Dixon,  APR 

To  Learn  More  About  the  First  Coast 

For  business  relocation  or  expansion 
information  in  Northeast  Florida,  call  Jerry 
Mallot,  Cornerstone  executive  director  at  the 
Jacksonville  Chamber  of  Commerce. 

Phone:  (904)  366-6652 

or  (800)  892-7910 

E-mail:  bizrelo@jacksonvillechamber.org 

Web  site:  www.jacksonvillechamber.org 


Jacksonville  and  the 

Beaches  Convention  & 

Visitors  Bureau 

A  progressive  city  characterized  by 
a  vibrant  downtown,  natural  splendor 
and  a  healthy  cultural  community, 
Jacksonville  has  been  transformed 
into  a  premier  meeting  destination. 

Beachfront  and  golf  resorts,  first- 
class  downtown  hotels  and  airport 
and  corporate  park  facilities  give  your 
next  corporate  meeting  or  event  unlim- 
ited options. 

With  an  average  year-round  high  of 
78  degrees,  21  miles  of  beaches, 
13,000  hotel  rooms  and  the  Prime 
Osborn  Convention  Center  and  other 
conference  and  meeting  facilities,  Jack- 
sonville is  the  perfect  natural  setting  to 
make  your  next  meeting  a  success. 

The  Jacksonville  and  the  Beaches 
Convention  &  Visitors  Bureau  provides 
a  multitude  of  services  for  people  plan- 
ning meetings  and  conventions,  includ- 
ing site-selection  assistance  for  hotels, 
convention  facilities  and  off-premise 
venues.  The  convention  services 
department  assists  with  pre-promotion, 
including  materials  such  as  slides, 
videos  and  local  media  contact  lists,  as 
well  as  on-site  registration  assistance. 

Plan  your  next  meeting  in  Jack- 
sonville. Call  1-800-733-2668  and  ask 
for  the  convention  sales  depart- 
ment, or  refer  to  our  Web  site  at 
www.jaxcvb.com. 

Jacksonville  *ffe, 

*^-.the  Beaches,  Florida     %&> 

CONVENTION    ft    VISITORS    BURS  AC    ~* 
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COMMUNITY     NEED 


SOLUTION 


We're  getting 
bigger  and  bigger 


As  a  long-time  member  of  the  Jacksonville  business  community,  we  at  ALLTEL  know  the 
city's  strengths.  The  quality  of  the  people,  the  support  of  local  and  state  government, 
the  beauty  of  the  St.  Johns  River,  and  the  potential  for  growth.  Our  mortgage 
automation  business,  which  data  processes  20  million  loans  each  night,  has  been 
headquartered  in  Jacksonville  for  more  than  30  years.  It  was  only  natural  that 
Jacksonville  was  at  the  top  of  our  list  when  we  looked  to  expand  our  communications 
operations.  Today,  its  residents  are  the  first  in  the  nation  to  receive  our  PCS  service  and 
a  complementary  array  of  Internet  and  long-distance  communications  services.  We 
invite  you  to  grab  a  seat  at  ALLTEL  Stadium,  cheer  on  Tony  Boselli,  Renaldo  Wynn, 
Bryan  Schwartz  and  rest  of  the  Jaguars  and  then  check  out  the  city  and  see  what  we 


have  ready  for  you  in  Jacksonville. 


1-888-2-ALLTEL  www.alltel.com 


./IUXEI 


ALWAYS  MORE  THAN  YOU  THOUGHT 


Most  team  owners  claim  to  be  losing  money.  Depends  on  how  you  count. 


Selective 


accounting 


By  Michael  K.  Ozanian 


Luxury  suites 
$11  million 


Club  seats  Naming  rights  &  advertising       Concessions  &  parki 


$16  million 


$15  million 


$7  million 


The  Cleveland  Browns'  new  stadium,  set  to  open  next  season,  will  yield  an  estimated  $49 
million  in  annual  revenues  from  corporate  advertisers,  naming  rights,  suite  rentals  and 
concessions.  But  less  than  half  of  the  proceeds  will  count  toward  the  players'  salary  cap. 
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PROFESSIONAL  TEAM  owners  are  crying  big-time  poverty. 
The  National  Basketball  Association  claims  more  than  half 
if  its  teams  suffered  operating  losses  last  season  and  that 
he  league  as  a  whole  posted  negative  cash  flow. 

A  casual  reader  might  think  the  owners  of  most  sports 
earns  were  all  headed  for  Chapter  1 1 .  Baseball  owners  say 
nost  of  their  teams  are  in  the  red.  By  some  accounts,  as 
.nam  as  20  hockey  teams  are  losing  money.  Even  as  they 
xxket  an  $18  billion  TV  deal,  many  football  team  owners 
:ry  poor  mouth. 

.Alleged  villains:  greedy  players  and  their  agents.  Team 
nvners  plead  for  more  fixing  of  salaries  at  a  percentage  of 

ll'ach  league's  revenues. 

The  National  Football  League  has  won  a  63%  salary 

:ap.  Baseball  and  hockey  don't  have  true  caps,  but  Major 

.eague  Baseball  imposes  a  luxury  tax  on  owners  that  pay 

beyond  a  specified  threshold.  The  National  Hockey 

League  has  rules  that  restrict  players  leaving  one  team 

■  rom  signing  with  another.  The  current  basketball  lock- 
out came  to  pass  because  owners  want  the  players  to  cap 

Jrheir  salaries  at  50""  of  league  revenues. 
I    Mind  you,  it's  hard  to  find  much  sympathy  either  for 
billionaire  club  owners  or  for  multimillionaire  sports  stars, 

Iput  fairness  requires  us  to  point  out  that  the  owners,  in 

1 1  heir  haste  to  cry  poverty,  are  taking  some  liberties  with 

Irhe  statistics. 

An  exhaustive  analysis  performed  by  FORBES  shows  that 
earn  owners  have  exaggerated  their  penury.  When  it 
:omes  to  how  bloody  their  balance  sheets  are,  owners  talk 
i  big  game.  But  only  a  few  teams  were  willing  to  provide 
as  with  figures.  So  how  did  we  calculate  our  figures? 
Jome  data,  such  as  national  television  contracts,  players' 
salaries  and  stadium  rent,  were  obtained  easily  through 
he  league  offices,  players'  unions  and  publicly  available- 
eases.  But  for  other  information,  such  as  what  it  cost  for 
>Va\  ne  Huizenga  to  operate  his  privately  owned  Pro 
Player  Stadium,  Forbes  had  to  rely  on  the  best  estimates 
)f  consultants,  investment  bankers,  stadium  operators  .\nd 
Tade  publications.  In  short,  many  of  the  numbers  used  in 


our  calculations  are  solid  estimates. 

The  113  professional  teams  we  surveyed  generated 
$479  million  in  operating  income  (earnings  before  inter- 
est, taxes  and  depreciation)  last  year  on  revenues  of  $7.9 
billion.  That's  just  a  shade  over  6%  of  revenues — and  a 
rather  slim  figure.  Some  teams,  such  as  the  Seattle  Sea- 
hawks,  Carolina  Hurricanes,  Atlanta  Hawks  and  Cincin- 
nati Reds,  posted  operating  losses  above  $9  million. 

But  that's  not  the  full  story.  Our  figures  show  only 
10  of  the  nba's  29  teams  lost  money,  not  16  as  the 
owners  claim. 

It  all  comes  down  to  how  you  define  revenues.  Owners 
exclude  most  of  the  revenues  from  stadium  naming  rights 
and  advertising,  luxury  suites  and  team  merchandise 
stores.  Add  back  these  revenues  and  the  profits  they  pro- 
duce and  suddenly  six  NBA  teams  emerge  from  red  ink 
to  black. 

Although  not  as  big  a  piece  of  the  revenue  pie  as  tele- 
vision fees  and  tickets,  these  ancillary  revenues  are  highly 
profitable — and  growing  fast.  What  is  more,  the  team 
owners  have  saddled  taxpayers  with  much  of  the  capital 
costs  for  new  stadiums,  making  the  ancillary  revenue  even 
more  profitable.  Says  Andrew  Zimbalist,  who  teaches 
sports  economics  at  Smith  College  in  Northampton, 
Mass.:  "One  of  the  major  motivations  in  each  of  the 
sports  for  going  into  new  stadiums  is  because  most  of 
those  revenue  sources  arc  not  shared  with  the  players." 

Take  the  world  champion  Chicago  Bulls.  The  team 
plays  in  the  state-of-the-art  United  Center,  which  has  216 
luxury  suites.  Those  suites  raked  in  $12.7  million  in  rev- 
enues for  the  Bulls  last  year.  But  under  the  last  collective 
bargaining  agreement,  team  owner  Jerry  Reinsdorf  gets 
to  exclude  60%,  or  $7.6  million  of  that  amount,  from 
what  the  NBA  calls  "basketball-related  income." 

Corporate  sponsorship  is  another  rapidly  growing  rev- 
enue source  for  owners.  Over  one-third  of  the  teams  we 
analyzed  now  carry  a  corporate  logo.  James  L.  Dolan, 
whose  Cablevision  Systems  owns  Madison  Square  Garden 
and  the  building's  two  tenants,  the  Knicks  and  the 


most  valuable... 

1  Team 

League 

Current 
value 
($mil) 

, 

1  Dallas  Cowboys 

NFL 

$413 

j  Washington  Redskins 

NFL 

403 

|  Carolina  Panthers 

NFL 

365 

|  New  York  Yankees 

MLB 

362 

Tampa  Bay  Buccaneers 

NFL 

346 

Miami  Dolphins 

NFL 

340 

Baltimore  Ravens 

NFL 

329 

Seattle  Seahawks 

NFL 

324 

Baltimore  Orioles 

MLB 

323 

Cleveland  Indians 

MLB 

322 

1 

At  left  are  the  teams 
worth  the  most.  To  the 
right  are  those  with  the 
most  operating  income. 
No  surprise  that  both 
tables  are  dominated  by 
teams  that  play  in  new 
venues — or  will  soon. 
Yankee  Stadium  was 
built  in  1923,  but  the 
Bronx  Bombers  rake  in 
$70  million  in  media 
revenues,  far  more  than 
any  other  team. 


...most  profitable 

Team 

League 

Operating 
income 
($mil) 

Dallas  Cowboys 

NFL 

$41.3 

Colorado  Rockies 

MLB 

38.3 

Portland  Trail  Blazers 

NBA 

34.2 

Washington  Redskms 

NFL 

31.7 

Miami  Dolphins 

NFL 

31.6 

Detroit  Pistons 

NBA 

30.0 

Los  Angeles  Lakers 

NBA 

24.8 

New  York  Yankees 

MLB 

21.4 

Utah  Jazz 

NBA 

20.7 

Houston  Rockets 

NBA 

20.3 
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major  league  baseball 


Rank    Team 


Current  Revenues  Operating  Debt/ 
value  ($mil)  income  value* 
($mil)  ($mil) 


Principal  owner(s) 


<3 


New  York  Yankees 

$362 

$144.7 

$21.4 

NA 

George  Steinbrenner 

Baltimore  Orioles 

323 

134.5 

18.7 

31% 

Peter  Angelos  . 

Cleveland  Indians 

322 

134.1 

15.4 

16 

Richard  Jacobs 

Colorado  Rockies 

303 

116.6 

38.3 

12 

Jerry  McMorris 

Atlanta  Braves 

299 

119.6 

18.2 

7 

Time  Warner 

Texas  Rangers 

254 

97.6 

9.1 

79 

Thomas  0  Hicks 

Seattle  Mariners 

251 

89.8 

11.4 

20 

Hiroshi  Yamauchi 

Los  Angeles  Dodgers 

236 

94.3 

0.9 

0 

News  Corp 

Boston  Red  Sox 

230 

92.1 

7.7 

9 

Jean  R  Yawkey  Trust 

Chicago  White  Sox 

214 

82.3 

-4.2 

NA 

Jerry  Reinsdorf 

Chicago  Cubs 

204 

81.5 

8.1 

0 

Tribune  Co 

New  York  Mets 

193 

80.5 

8.1 

7 

Nelson  Doubleday,  Fred  Wilpon 

Houston  Astros 

190 

68.0 

2.3 

62 

Drayton  McLane  Jr 

San  Francisco  Giants 

188 

69.8 

0.2 

89 

Peter  Magowan 

St  Louis  Cardinals 

174 

82.9 

2.4 

9 

William  0  DeWitt  Jr 

San  Diego  Padres 

161 

57.6 

-6.7 

8 

John  Moores 

Florida  Marlins 

159 

88.2 

-5.5 

38 

H  Wayne  Huizenga 

Anaheim  Angels 

157 

62.6 

-9.6 

0 

Walt  Disney  Co 

Toronto  Blue  Jays 

141 

67.1 

-20.5 

NA 

Interbrew 

Detroit  Tigers 

137 

50.6 

-0.4 

106 

Michael  Hitch 

Cincinnati  Reds 

136 

50.2 

-19.9 

22 

Marge  Schottt 

Pittsburgh  Pirates 

133 

49.3 

7.5 

38 

Kevin  McClatchy 

Philadelphia  Phillies 

131 

57.1 

-2.5 

10 

Bill  Giles 

Milwaukee  Brewers 

127 

46.9 

-4.8 

97 

Wendy  Selig-Prieb 

Oakland  Athletics 

118 

56.4 

7.5 

NA 

Steve  Schott,  Ken  Hofmann 

Kansas  City  Royals 

108 

51.2 

-11.8 

0 

Greater  KC  Community  Foundation 

Minnesota  Twins 

94 

46.8 

-16.5 

14 

Carl  Pohlad 

Montreal  Expos 

87 

43.6 

-3.7 

NA 

Claude  Brochu 

League  averages 

194 

79.1 

2.5 

1 

MLB  media  revenues  ($mi!J 
New  York  Yankees 

Average 

Montreal  Expos 


The  Yankees'  $53-mil- 
lion-a-year  cable  deal  j 
allows  them  to  sign 
the  best  ballplayers 
money  can  buy. 


Revenues  and  operating  income  are  for  the  1997  season.  'Includes  venue  debt  recourse  to  team  owner.  tMarge  Schott  is  selling  her  controlling  interest. 
NA:  Not  available. 


Rangers,  recently  inked  a  multimillion-dollar  deal  with 
Kodak  to  advertise  and  sponsor  events  inside  the  Garden. 
Only  a  fraction  of  this  gets  factored  into  so-called  basket- 
ball-related income. 

Football  owners  are  supposed  to  include  proceeds  from 
luxury  suites  as  part  of  the  league's  revenue-sharing  agree- 
ment with  players.  But  Wayne  Huizenga  found  a  way 
around  this  agreement  at  his  Pro  Player  Stadium  and 
for  his  Miami  Dolphins,  the  resident  football  team.  All 
suite  revenues  go  to  Pro  Player  Stadium  and  none  to  the 
home  team. 

In  Los  Angeles,  billionaire  Philip  Anschutz  is  building 
an  ultramodern  arena  that  will  house  his  hockey  team. 


the  Kings,  as  well  as  the  city's  two  basketball  clubs,  the 
Lakers  and  Clippers.  Anschutz  has  lined  up  big  ancillary 
revenues. 

Office  supplier  Staples  is  paying  Anschutz  more  than 
$100  million  over  20  years  to  put  its  name  on  the  build- 
ing. The  160  suites  in  the  building  should  generate  $4C 
million  a  year.  Advertising  inside  the  facility  should  bring 
in  well  over  $5  million  a  year. 

Guess  what:  more  than  half  of  these  revenues  will  bt 
credited  to  Staples  Center,  owned  by  Anschutz,  and  nol 
to  the  teams. 

Spoiled  brats  many  of  the  players  may  be,  but,  hey— 
they  are  still  entitled  to  an  honest  count.  ■ 


Our  figures  show  only  ten  NBA  teams  lost  money 


126 


Forbes  ■  December  14,  199* 


is  profile  displays  the  elegance  of  jewelry.  Its  face,  the  precision  of  a 
high-performance  instrument.  Its  hack,  a  watchmaker's  masterpiece. 
Fashioned  in  gold  or  in  platinum,  this  hand-wound  chronograph  by 
Vacheron  Constantin  makes  time  stand  still  at  will.  The  better  to  add 
enduring  enjoyment  to  your  every  moment. 


VACHERON  CONSTANTIN 

THE  WORLD'S  oldest  watch  manufacturer 
Geneva,  since  1755 

FOR  INFORMATION  CALL  877-862-7555 


/              t    m 

-  ! 

Warren  Brice 
>    Volunteer 

Houston  Food  B 

J                                        >2 

* 

f 

t^H^* 

X*^^^i                                   | 

"I  help  hungry  people 
get  fresh  and  wholesome  food. 


And  that  just  feels  good." 


It's  no  easy  task  to  feed  the  hungry.  But  it's  an  even  greater  challenge  to  help  ensure  good  nutrition  by 

providing  them  with  fresh  fruits  and  vegetables.  Fortunately,  there  are  people  like  Warren  Brice  who  thrive 

on  such  challenges.  As  a  volunteer,  Warren  collects  produce  from  wholesalers  for  the  Houston  Food  Bank  — 

part  of  an  initiative  to  distribute  wholesome  and  nutritious  food  to  needy  families  in  communities  all  around 

the  country.  Supported  by  the  Fresh  Produce  Initiative  from  Kraft  Foods,  Inc.  and  its  parent  company 

Philip  Morris  Companies  Inc.,  the  Houston  Food  Bank  is  able  to  provide  60  servings  of  fresh  produce  for 

each  dollar  contributed.  And  with  tough  customers  like  Warren  choosing  the  food, 

you  can  be  sure  that  every  serving  makes  a  healthy  difference. 

The  Houston  Food  Bank  is  one  of  the  many  organizations  helping  the  hungry  that  are  sponsored  by  the 

Philip  Morris  family  of  companies.  It's  just  a  part  of  our  commitment  of  giving  to  people  in  need,  and  our 

legacy  of  community  support  that's  been  making  a  difference  for  more  than  forty  years. 

To  find  out  how  you  can  help  fight  hunger, 
please  call  one  of  these  national  organizations: 


Foodchain 

(800)  845-3008 

www.foodchain.org 


Second  Harvest 

(800)  532-FOOD 

www.secondharvest.org 


Sharing  the  commitment.  Building  the  solution. 


PHILIP  MORRIS  COMPANIES  INC. 

KRAFT  FOODS,  INC.        MILLER  BREWING  COMPANY      PHILIP  MORRIS  CAPITAL  CORPORATION 
PHILIP  MORRIS  INTERNATIONAL  INC.        PHILIP  MORRIS  U.S.A. 


national  basketball  association                                                          M 

1 

Rank    Team 

Current 
value 
($mil) 

Revenues 
($mil) 

Operating 
income 
($mil) 

Debt/ 
value* 

Principal  owner(s)       | 

t! 

Chicago  Bulls 

$303 

$112.2 

$8.6 

10% 

Jerry  Reinsdorf 

New  York  Knicks 

296 

109.7 

18.3 

62 

Cablevision  Systems 

Los  Angeles  Lakers 

268 

92.4 

24.8 

39 

Jerry  Buss 

Portland  Trail  Blazers 

245 

94.1 

34.2 

61 

Paul  Allen 

Phoenix  Suns 

235 

87.0 

15.3 

19 

Jerry  Colangelo 

Washington  Wizards 

207 

76.5 

8.2 

48 

Abe  Pollin 

Detroit  Pistons 

206 

85.9 

30.0 

0 

William  Davidson 

Utah  Jazz 

200 

80.1 

20.7 

0 

Larry  Miller 

Philadelphia  76ers 

196 

69.9 

8.6 

35 

Comcast 

Boston  Celtics 

176 

65.0 

10.5 

36 

publicly  traded  partnership 

Seattle  SuperSonics 

169 

64.9 

3.3 

43 

Ackerley  Group 

Houston  Rockets 

166 

72.1 

20.3 

NA 

Leslie  Alexander 

Cleveland  Cavaliers 

161 

61.9 

13.5 

0 

George  Gund,  Gordon  Gund 

New  Jersey  Nets 

157 

65.5 

8.4 

NA 

Lewis  Katz,  Finn  Wentworth 

Indiana  Pacers 

152 

56.4 

-4.8 

37 

Melvin  Simon,  Herbert  Simon 

Miami  Heat 

145 

50.0 

-7.5 

128 

Micky  Arison 

Atlanta  Hawks 

140 

46.6 

-9.1 

100 

Time  Warner 

Orlando  Magic 

134 

63.7 

-1.9 

NA 

Richard  DeVos 

Vancouver  Grizzlies 

133 

51.1 

1.3 

45 

John  McCaw  Jr 

Golden  State  Warriors 

130 

48.0 

-2.5 

50 

Christopher  Cohan 

Charlotte  Hornets 

124 

56.4 

9.2 

NA 

George  Shinn 

San  Antonio  Spurs 

122 

55.3 

0.7 

21 

Peter  Holt 

Toronto  Raptors 

121 

44.9 

1.6 

58 

Steve  Stavro 

Dallas  Mavericks 

119 

41.2 

-6.8 

75 

Ross  Perot  Jr 

Sacramento  Kings 

119 

51.9 

-5.2 

54 

James  Thomas 

Minnesota  Timberwolves 

119 

51.8 

5.8 

NA 

Glen  Taylor 

Denver  Nuggets 

110 

37.8 

-6.8 

64 

Ascent  Entertainment  Group 

Los  Angeles  Clippers 

102 

39.3 

-4.9 

0 

Donald  T  Sterling 

Milwaukee  Bucks 

94 

42.7 

-3.2 

NA 

Herb  Kohl 

League  averages 

167 

64.6 

6.6 

1 

Average  player  costs  ($mr| 
NFL 

MLB 


The  biggest  player 
payroll?  Football 
teams,  with  an 
average  of  $47 
million  per  team. 


Revenues  and  operating  income  are  for  the  1997-98  season.  'Includes  venue  debt  recourse  to  team  owner.  NA:  Not  available. 


Deal  of  the  century 

Even  defunct  sports 
teams  can  be  gold  mines. 
When  the  seven-team 
American  Basketball 
Association  merged  with 
the  NBA  in  1976,  two  ABA 
teams — the  Kentucky 
Colonels  and  the  Spirits 
of  St.  Louis — were 
stranded  without  a 
league.  For  loss  of  their 
franchises  they  demand- 
ed— and  got — compensa- 
tion from  the  four  ABA 


teams  absorbed  into  the 
NBA — the  Denver 
Nuggets,  Indiana  Pacers, 
New  York  (now  New 
Jersey)  Nets  and  San 
Antonio  Spurs. 

Colonels  owner  John 
Y.  Brown  settled  for  $3 
million.  Spirits  owners 
Daniel  and  Ozzie  Silna 
and  their  business  part- 
ner Donald  Schupak 
hung  tougher.  They  got 
$2.2  million  in  cash.  But 
they  also  got  the  sunn 
ing  teams  to  grant  them 


one-seventh  of  the 
teams1  national  tele- 
vision revenues  in 
perpetuity. 

The  television  revenues 
weren't  much  at  the 
time,  but  the  world  has 
changed.  The  current 
network  deals  will  bring 
each  nba  team  an  average 
of  $22.8  million  during 
each  of  the  next  four 
years — more  than  $90 
million  per  team  in  all. 

The  two  owners  of  the 
defunct  Spirits  and  their 


partner  are  thus 
entitled  to 
$13  million  a 
year  as  their 
one-seventh 
share  of  the 
proceeds. 

The  four 
surviving  teams 
have  reportedly 
spent  $250,000  in 
legal  fees 
trying  to  break 
the  deal.  So  far,  no 
luck. 
-William  Sicheri  ■ 
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SHIRTS  FOR  MEN  WHO  EARNED  THE  SILVER  SPOON 


national  football  leagi 

je 

*  *  ij^S'  *  *  I 

•  •  »-«pr  *  *  *  | 

Rank    Team 

Current 
value 
($mil) 

Revenues 

($mil) 

Operating 
income 
($mil) 

Debt/ 
value* 

Principal  owner(s)    1 , 

lEH 

Dallas  Cowboys 

$413 

$118.0 

$41.3 

21% 

Jerry  Jones 

Washington  Redskins 

403 

115.1 

31.7 

45 

Jack  Kent  Cooke  Foundation 

Carolina  Panthers 

365 

83.0 

0.7 

48 

Jerry  Richardson 

Tampa  Bay  Buccaneers 

346 

76.8 

2.6 

25 

Malcolm  Glazer 

Miami  Dolphins 

340 

103.1 

31.6 

40 

H  Wayne  Huizenga 

Baltimore  Ravens 

329 

73.2 

-1.0 

56 

Arthur  Modell 

Seattle  Seahawks 

324 

77.1 

-10.9 

43 

Paul  Allen 

Tennessee  Oilers 

322 

71.5 

-0.4 

17 

Bud  Adams  Jr 

St  Louis  Rams 

322 

91.9 

17.1 

20 

Georgia  Frontiere 

Denver  Broncos 

320 

76.3 

2.5 

23 

Pat  Bowlen 

Detroit  Lions 

312 

74.2 

-20.9 

6 

William  Clay  Ford 

Cincinnati  Bengals 

311 

69.2 

1.7 

21 

Michael  Brown 

Pittsburgh  Steelers 

300 

75.1 

-1.6 

17 

Daniel  Rooney 

Jacksonville  Jaguars 

294 

66.8 

-14.1 

26 

J  Wayne  Weaver 

New  York  Giants 

288 

82.3 

0.4 

21 

Wellington  Mara,  Robert  Tisch 

New  York  Jets 

259 

76.2 

2.1 

8 

Leon  Hess 

Kansas  City  Chiefs 

257 

85.6 

3.7 

NA 

Lamar  Hunt 

San  Francisco  49ers 

254 

84.7 

0.6 

30 

Edward  DeBartolo  Jr 

New  England  Patriots 

252 

84.0 

8.1 

30 

Robert  Kraft 

Buffalo  Bills 

252 

78.7 

6.6 

22 

Ralph  Wilson  Jr 

Philadelphia  Eagles 

249 

83.0 

13.0 

34 

Jeffrey  Lurie 

San  Diego  Chargers 

248 

82.5 

6.1 

30 

Alex  Spanos 

Green  Bay  Packers 

244 

78.8 

-1.2 

1 

community  owned 

New  Orleans  Saints 

243 

80.9 

18.5 

31 

Tom  Benson 

Chicago  Bears 

237 

79.0 

2.7 

23 

Virginia  McCaskey 

Oakland  Raiders 

235 

78.3 

2.5 

9 

Al  Davis 

Minnesota  Vikings 

233 

77.7 

6.7 

32 

Billy  Joe  McCombs 

Atlanta  Falcons 

233 

77.6 

-0.8 

9 

Taylor  Smith 

Arizona  Cardinals 

231 

76.9 

8.5 

9 

William  Bidwell 

Indianapolis  Colts 

227 

70.9 

0.4 

29 

James  Irsay 

League  averages 

288 

81.6 

5.3 

1 

Revenue  breakdown  (all  le| 
Other 


Stadium 

The  four  major 
sports  now  have 
$7.9  billion  in  rev- 
enues—39%  of 
which  comes 
from  media. 


Revenues  and  operating  income  are  for  the  1997  season.  'Includes  venue  debt  recourse  to  team  owner.  NA:  Not  available. 


Out  of  bonds 

Last  October  the  nfl 
was  making  final  plans  to 
sell  $600  million  worth  of 
ten-year  notes  backed  by 
revenues  from  die  league's 
$18  billion  TV  contract. 
The  proceeds  were  to  be 
divvied  up  among  9  of  the 
NFL's  30  teams.  Why  the 
need  for  the  money?  Pre- 
sumably the  teams  would 
use  it  for  capital  outlays 
such  as  stadium  improve- 


ments and  signing  bonuses. 

Despite  the  offering's 
risk-free  pitch,  the  deal 
collapsed  in  the  recent 
turmoil  in  bond  markets, 
which  made  untried  secu- 
rities a  hard  sell. 

The  truth  is  that  the 
bonds  would  have  been 
riskier  than  they  might 
seem.  A  scheduled  season  is 
no  slam  dunk — players 
occasionally  go  on  strike  or 
are  locked  out  by  the 
owners.  Then,  there  would 


be  no  TV  revenues.  And 
while  the  NFL  used  its  TV 
contract  to  back  die  bonds, 
that  contract  expires  before 
the  bonds  mature.  There's 
a  nsk  that  a  renegotiated 
contract  might  not  be  as 
lucrative  as  the  old  one. 

At  least  three  team 
owners  had  no  intention  of 
using  the  money  for  team- 
related  purposes.  'T  wasn't 
borrowing  money  because  I 
needed  to  borrow  money," 
claims  Jerry  Jones,  whose 


Dallas  Cowboys  were  in  for 
$100  million  of  the  pro- 
ceeds. "I  was  borrowing 
die  money  to  loan  it  out 
and  make  more  money." 
New  England  Patriots 
owner  Robert  Kraft  said 
much  the  same  tiling.  Both 
expected  the  interest  rate 
would  be  so  low  on  the 
revenue-backed  bonds  that 
they  could  do  a  neat  inter- 
est rate  arbitrage.  No  won- 
der the  deal  fell  through. 
-Peter  Newcomb  M 


- 


'■■ 
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What,  exactly,  is  the  best  way  to 


share 


a  thought  ? 


you  post  it  on  your  Intranet?  Or  do  you  say  it  on  the  Internet?  Should  you  e-mail  it?  Or  fax  it?  With  so  many  ways  to  connect,  you  need  the 
3  of  a  company  that  can  help  you  unify  them  all  -  Nortel  Networks™  A  company  whose  solutions  are  at  the  heart  of  mission  critical 
A/orks  -  ranging  from  the  world's  largest  capital  markets,  to  the  world's  busiest  call  centers.  We've  even  connected  entire  countries  through 
anced  wireless  networks.  For  a  few  thoughts  on  how  you  can  unify  your  networks,  call  us  at  1-800-4NORTEL,  or  visit  us  at  www.nortelnetworks.com. 


NORTEL 

NETWORKS 


How  the  world  shares  ideas. 

Nortel  Networks,  the  Nortel  Networks  logo  and  How  the  world  shares  ideas  are  trademarks  of  Northern  Telecom  Limited.  ©1998  Northern  Telecom  Limited  All  rights  reserved 


national  hockey  league 

Jr 

Rank    Team 

Current 
value 
($mil) 

Revenues 
($mil) 

Operating 
income 

($mil) 

Debt/ 
value* 

Principal  owner(s)            * 

X 

New  York  Rangers 

$195 

$69.6 

$-3.9 

95% 

Cablevision  Systems 

Philadelphia  Flyers 

187 

74.6 

2.0 

37 

Comcast 

Boston  Bruins 

185 

66.1 

18.0 

70 

Jeremy  Jacobs"  • 

Detroit  Red  Wings 

184 

80.1 

-1.9 

0 

Michael  Hitch 

Washington  Capitals 

178 

74.2 

14.1 

56 

Abe  Pollin 

Chicago  Blackhawks 

170 

63.1 

13.6 

0 

William  Wirtz 

Montreal  Canadiens 

167 

61.8 

8.3 

NA 

Molson  Companies  Ltd 

St  Louis  Blues 

154 

70.0 

13.6 

64 

Clark  Enterprises 

Colorado  Avalanche 

138 

53.2 

-6.9 

51 

Ascent  Entertainment  Group 

New  Jersey  Devils 

125 

54.4 

4.4 

0 

John  McMullen 

Toronto  Maple  Leafs 

119 

47.5 

6.8 

59 

Steve  Stavro 

Dallas  Stars 

118 

45.6 

-2.6 

76 

Thomas  0  Hicks 

New  York  Islanders 

111 

46.2 

12.9 

36 

Steven  Gluckstern,  Howard  Milstein 

Mighty  Ducks  of  Anaheim 

109 

49.6 

6.3 

0 

Walt  Disney  Co 

San  Jose  Sharks 

108 

49.2 

-2.6 

NA 

George  Gund,  Gordon  Gund 

Florida  Panthers 

105 

32.7 

-9.3 

33 

H  Wayne  Huizenga 

Los  Angeles  Kings 

104 

38.5 

-1.0 

229 

Philip  Anschutz 

Tampa  Bay  Lightning 

101 

41.9 

-1.7 

0 

Arthur  Williams  Jr 

Vancouver  Canucks 

100 

41.8 

-10.4 

69 

John  McCawJr 

Ottawa  Senators 

94 

42.8 

1.2 

71 

Rod  Bryden 

Buffalo  Sabres 

91 

41.5 

-1.3 

134 

John  Rigas 

Pittsburgh  Penguins' 

89 

52.6 

8.7 

153 

Howard  Baldwin,  Roger  Marino 

Phoenix  Coyotes 

87 

41.2 

0.7 

NA 

Richard  Burke 

Carolina  Hurricanes 

80 

25.1 

-13.4 

25 

Peter  Karmonos  Jr 

Calgary  Flames 

78 

38.9 

0.6 

29 

Harley  Hotchkiss 

Edmonton  Oilers 

67 

33.6 

2.3 

67 

James  Hole 

League  averages 

125 

51.4 

2.3 

Highest  debt/value  ratios 
Los  Angeles  Kings 


The  Kings,  Sabres 
and  Heat  have 
become  highly  lever- 
aged bankrolling 
new  venues.  The 
Penguins,  in  Chapter 
11,  are  borrowing  to  I 
meet  payroll. 


Revenues  and  operating  income  are  for  the  1997-98  season.  'Includes  venue  debt  recourse  to  team  owner  tHas  filed  for  bankruptcy  protection.  NA:  Not  available. 


Methodology 

Aside  from  the  ego  grati- 
fication involved  in 
owning  them,  what  are 
major  sports  teams  worth? 
Ignoring  claims  by  both 
sides,  Forbes  has  valued 
them  based  on  revenues 
and  on  facilities.  Teams 
that  will  move  into  a  new 
facility  within  the  next  few 
years  have  had  their  values 
adjusted  upward.  Sched- 


uled to  move  into  a  state- 
of-the-art  stadium  late 
next  season,  the  Seattle 
Mariners  were  thus  up- 
valued to  $251  million 
(2.8  times  revenues), 
versus  the  $189  million 
(2.1  times)  they  would  be 
worth  in  their  old  stadium. 
We  think  our  valuations 
are  conservative.  We  value 
the  New  York  Yankees  at 
$362  million,  2.5  times 
annual  revenues.  Were  a 


Cablevision  or  CBS  to  buy 
the  team,  the  price  would 
certainly  be  much  higher. 
Why  base  valuation  on 
revenues  rather  than  on 
operating  income?  We 
think  this  better  reflects 
long-term  values:  Signing 
bonuses  can  cause  big 
swings  in  reported  operat- 
ing expenses  that  can 
depress  operating  income 
but  not  long-term  value. 
For  example,  last  season 


the  Detroit  Lions  shelled 
out  $20  million  in  upfront 
bonuses  to  sign  just  two 
players,  Barry  Sanders  and 
Scott  Mitchell,  to  multi- 
year  contracts.  As  a  result, 
the  Lions  had  an  operating 
loss  of  $2 1  million  during 
the  1997  season.  Valuing 
the  team  on  that  figure 
would,  obviously,  give  a 
distorted  picture.  ■ 

Researchers:  Kurt  Badenhausen, 
Scott  DeCarlo  and  William  Sichen. 
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Rule  one  in  fleet  buying:  get  tne  most  for  your  money. 
Rule  two:  don  t  spend  a  lot. 

You  ve  heard  il  beiore.  In  fleet  buying,  tne  nottom  line  is  the  bottom  line.  Want  to  please 
both  the  boss  and  the  employees?  Get  the  Chevy"  Cavalier1  Sedan.  With  an  engine  that  can 
go  up  to   100,000  miles  before  its  first  scheduled  tune-up*  standard  ABS  and  more  room 
than  you  d  think',  Cavalier  is  dependable,  safe  and  comfortable.  Best  or  all,  it  s  actually 
.allordable.  All  making  it  easy 
As  long  as  you  keep  those 
expense  reports  in  line. 
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The  Cars  More  Americans  Trust. 
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By  Peter  Huber 


The  electronic  economy 


Imagine  a 
world  in 
which  the 
reservoirs  of 
productivity 
are  a  mile 
wide  and  an 
inch  deep,  big 
enough  to 
serve  the 
whole  market 
while  they 
last,  but  they 
don't 
last  long. 


Will  the  business  cycle  keep  right  on 
cycling  in  the  information  economy? 

Maybe  not. 

In  a  metal-and-brick  economy,  the  cycle 
is  tuned  to  capital  investment — both  within 
industries  and  across  the  economy  as  a 
whole.  Planes  are  rilled  to  capacity,  so  air- 
lines splurge  on  new  jets.  The  industry  soon 
finds  itself  with  too  many  planes,  which  now 
fly  half  empty.  Irrational  exuberance  gives 
way  to  rational  gloom,  until  all  the  excess 
capacity  gradually  fills  up  again. 

That  cycle  takes  five  to  ten  years,  which  is 
slow  enough  for  much  of  the  economy  to 
slip  into  the  same  rhythm.  A  slowdown  in 
the  building  of  factories  becomes  a  slow- 
down in  cement,  steel,  transportation  and 
finance.  The  ups  and  downs  of  capital 
spending,  wages  and  consumer  confidence 
drift  into  sync.  So  the  entire  economy 
swings  back  and  forth  like  a  big,  slow 
metronome. 

Imagine  now  an  economic  world  in 
which  big-ticket  factors  of  production  are 
infinitely  scalable  at  almost  zero  cost.  A 
world  in  which  those  same  factors  are  rapid- 
ly obsolescent — one  in  which  every  factory 
turns  back  into  a  pumpkin  within  a  year  or 
two,  and  must  be  rebuilt  from  scratch.  A 
world  in  which  the  reservoirs  of  productivi- 
ty are  a  mile  wide  and  an  inch  deep,  big 
enough  to  serve  the  whole  market  while 
they  last,  but  they  don't  last  long. 

Economic  feedback  happens  very  fast  in 
such  a  world.  Invest  a  billion  better  than  the 
rest  of  the  pack,  and  you  own  the  whole 
market,  while  your  Andy  Warhol  moment 
lasts.  Invest  the  same  billion  badly,  and  you 
write  it  off  even  faster  than  that.  The  best 
producer  can  serve  the  whole  market  as 
cheaply  as  it  can  serve  just  half;  second-best 
gets  nothing.  So  far  as  the  most  critical 
investments  are  concerned,  there  is  always  a 
glut  of  capacity.  The  only  issue  is  who's  got 
the  best  glut. 

In  such  a  world,  the  traditional  business 
cycle  stops  cycling.  There's  little  reason  any 
more  for  the  economic  health  of  a  broad 
range  of  industries  to  march  in  lockstep, 
and  certainly  not  in  ten-year  cycles. 

The  information  economy  may  well  be 


that  kind  of  world.  Software,  blueprints, 
and  databases  can  usually  be  scaled  up  at 
little  cost — they  have  unlimited  "capacity" 
from  the  get-go.  And  because  of  the  torrid 
pace  of  innovation,  knowledge-centered 
goods  have  short  shelf-lives.  American  Air- 
lines is  still  flying  the  jumbo  jets  bought  ten 
years  ago,  but  the  software  that  ran  its  on- 
line reservation  system  in  1988  would  be 
useless  with  today's  Web.  Ford  still  builds 
cars  in  1988  factories,  but  not  from  the 
same  blueprints,  robot  instructions  or 
embedded  chips. 

Airlines  can  still  overspend  on  reserva- 
tion systems,  just  as  they  could  on  jets.  But 
the  effects  are  less  likely  to  ripple  back 
through  markets  for  aluminum  and  runway 
cement.  Companies  that  bought  too  many 
copies  of  Windows  3.1  in  1994  don't  have 
"excess  capacity"  to  glut  markets  and 
depress  profits,  they  just  have  dumpsters 
overflowing  with  disks.  You  can't  cut  back 
on  your  purchases  of  code  or  chips  or  blue 
prints  next  year  just  because  you  mistaken- 
ly buy  more  than  you  should  today.  How- 
ever little  or  much  you  buy,  today's  stuff 
won't  be  much  good  for  anything  a  few 
years  hence. 

Industries  can  still  overspend  on  tradi- 
tional capital  goods,  too.  Some  informa- 
tion-infrastructure companies  like  chip  fabs 
seem  especially  prone  to  do  so.  But  their 
ups  and  downs  come  a  lot  faster,  and  don't 
seem  to  set  up  synchronous  waves  in  the 
rest  of  the  economy.  And  for  the  economy 
as  a  whole,  investment  in  long-lived  capital 
assets  like  factories  and  machine  tools  is  of 
diminishing  importance  wherever  it  hap- 
pens, in  chip  fabs  or  car  assembly  lines. 

The  information  economy  may  have  new 
and  different  synchronicity  embedded 
within  it.  The  hot  scenario  for  economic 
doomsdav  at  the  moment  posits  massive 
simultaneous  failure  of  chips  and  software 
when  dates  roll  over  to  '00  a  year  and  a  bit 
from  now.  Maybe,  though  I'm  a  Y2K  skep- 
tic. But  investors  who  are  waiting  for  the 
old  periodicity  to  reassert  itself  are  putting 
too  much  faith  in  their  grandfather's  clock. 
The  economic  world  now  keeps  time  on  a 
silicon  chronometer.  ■ 


Peter  Huber,  a  senior  fellow  of  the  Manhattan  Institute,  is  the  author  of  Law  and  Disorder  in  Cyberspace  (Oxford  Press,  1997); 
E-mail  address:  PeterWHuber@MSN.com  Home  page:  http://www.phuber.com/huber/home.html 
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A  $16  billion  chunk  of  the  economy  remains  beyond 
the  theories  of  economists.  Call  in  the  psychologists. 


Why  do  you  leave  tips; 


i 


By  Dan  Seligman 

Tipping    is    insane, 
illogical,    a   nuisance. 
It's       an       avoidable 
expense    that   people 
pay  anyhow.  They  pay 
it  to  waiters,   bell- 
hops, taxi  drivers, 
porters,      barbers 
and   hairdressers, 
even    the    casino 
dealers   who   are 
already       taking 
5.26%    of    their 
money    just     by 
spinning  a  roulette 
wheel.  Economists 
are  stumped  by  the 
phenomenon.  One 
of     my      favorites, 
Steven  Landsburg  of 
the      University      of 
Rochester,  says  in  his 
ever-lucid    The  Arm- 
chair Economist  (The 
Free  Press,  1993):  "I 
do   not   know   why   people    leave 
anonymous  tips  in  restaurants,  and 
the  fact  that  I  leave  them  myself  in  no 
way  alleviates  my  sense  of  mystery." 

I  cannot  claim  to  have  solved  the 
mystery,  but  I  bring  two  thoughts  to 
the  table.  Number  one  is  that  the 
explanation  of  tipping,  if  we  ever  get 
one,  will  come  via  psychologists,  not 
economists.  Social  psychologist 
Michael  Lynn  of  Cornell's  school  of 
hotel  administration  is  one  of  the  rare 
scholars  generating  data  that  illumi- 
nate this  weird  behavior. 

Number  two  is  that  tipping  may  be 
substantially  reduced  in  the  years 
ahead.  Here  a  major  player  is  the 
allegedly  more  lovable  but  deep- 
down-inside -unchanged  Internal 
Revenue  Service. 

Begin  with  a  crucial  hypothesis: 
Tipping  is  a  key  to  character.  In  the 
typology  made  famous  years  ago  by 

138 


The  president  of  New  Jer- 
sey's Public  Service  Corp. 
ran  up  huge  nightclub  bills, 
then  left  a  dime  tip. 


David  Riesman  and  his  collaborators 
in  The  Lonely  Crowd  (1950),  it  sepa- 
rates people  who  are  "other-directed" 
(who  behave  as  others  expect  them 
to)  from  those  who  are  "inner-direct- 
ed" (and  get  their  signals  from  inside 
themselves).  Let's  call  them  the 
alphas  and  the  betas.  Riesman  held 
that  in  the  new  secular  world  of  mass 
organizations,  the  other-directed 
alphas  would  be  m\  increasing  frac- 
tion of  society. 

I  fear  I  am  an  alpha.  Possibly  over- 
influenced  by  a  dimly  remembered  F. 
Scott  Fitzgerald  character  (or  was  it 


^^^k 


Vflfr 


0 


• 


Scott  himself?)  who  had  done  thtj 
same  thing,  I  occasionally  find  mysell 
getting  out  of  a  cab  short  of  thf 
stated  destination  just  to  be  sure  Y,\ 
have  enough  money  to  give  thf 
cabbie  a  generous  tip. 

Also  lodged  in  memory  is  Thomal 
N.  McCarter,  a  definite  beta,  wfr 
made   a  prosperous  living  in   thf 
1930s  as  president  of  New  Jersey' 
Public   Service   Corp.    and   whos 
habits  are  known  to  me  because  h  | 
often  went  nightclubbing  with  mj 
late  Aunt  Emily.  To  her  anguish  an 
embarrassment,  he  would  run  u 
huge  bills  in  the  clubs,  then  leave 
dime  tip.  McCarter  didn't  believe  i 
tipping  and  had  the  nerve  to  act  o 
his  beliefs.  Why  the  dime?  To  makl 
sure  the  waiters  and  wine  steward  | 
realized  he  hadn't  just  forgotten. 

So  why  do  people  tip?  Is  it  becaus  I 
we  are  all  a  bunch  of  wimps  wh 
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THEY  DEFIED  THE  ODDS. 
THEY  FLEW  THE  EXTRA  MILE. 
THEY  GOT  THE  JOB  DONE. 
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SOUNDS  A  LOT  LIKE 
YOUR  AVERAGE  DAY 


TWA  RECOGNIZES  the  determined  spirit 
of  the  original  aviators  in  today's  business 
traveler.  Because  we  share  it. 

And  while  that  notion  may  seem  a  little 
bit  romantic,  the  people  of  TWA  know  it's 
simply  about  respect.  We've  even  named 
3ur  frequent  flyer  program  after  you: 
Aviators.  Where  you  are  recognized  with 
dedicated  check-in  positions,  priority 
ooarding  privileges,  and  more. 


#1  Domestic  Airline  for  Frequent 
Traveler  Satisfaction Long  Flights 


And  there's  Trans  World  First,"  our  expanded 
and  enhanced  first-class  service.  We've  added 
60%  more  of  the  big,  comfortable  first-class 
seats  you  ask  for  every  time  you  fly. 

Every  airline  claims  experience,  skill  and 
know-how  when  it  comes  to  flying.  Here  at 
TWA,  we  say  the  exact  same  thing.  About  you. 

Fly  Trans  World  Airlines.  Experience  what 
it  feels  like  to  be  recognized  for  who  you  are: 
Today's  aviator. 

WE  WANT  TO  BE  YOUR  AIRLINE: 


TWA 


For  more  information,  call  your  travel  professional  or  TWA  at  1-800-221-2000.  Visit  us  online  at  www.twa.com 

5  1998  Airline  Custom*  Satisfaction  Study— U.S.  Flights?'  Study  conducted  among  frequent  airline  travelers  who  completed  5,938  individual  flight  evaluations.  Long  night  is  defined  as  500  air  miles  or  more. 


detest  the  system  but  don't 
have  McCarter's  guts?  Or  is  it 
possible  that,  for  all  their 
protestations,  Americans 
think  tipping  is  a  good  idea — 
a  reasonable  way  to  monitor 
the  behavior  of  the  service 
providers  in  their  lives? 

This  brings  us  to  Professor 
Lynn's  extraordinary  re- 
search on  tipping,  which 
ranges  all  over  the  place,  but 
along  the  way  makes  it  clear 
that  the  tippers  of  America 
are  not  seriously  differentiat- 
ing between  the  good  and 
the  poor  performers.  The 
relationship  between  better 
performance  and  higher  tips 
is  positive  but  very  weak.  A 
study  done  in  1996  by  Lynn 
and  Jeffrey  Graves  (of  the  Universi- 
ty of  Houston)  and  published  in  the 
Hospitality  Research  Journal  indicat- 
ed that  the  evaluated  level  of  service 
explains  only  4%  of  variability  in  tip- 
ping. Tipping  does  not  appear  to 


affect  future  service. 

What  the  data  ultimately  tell  you  is 
that  a  lot  of  tippers  really  do  suffer 
from  wimpism,  and  this  seems  to  be 
especially  true  in  the  U.S.  A  1994 
study  by  Lynn,  published  in  the  jour- 


nal Personality  and  Individ 
ual  Difference,  summarized 
an  international  study  linking 
tipping  practices  to  the  preva- 
lence  of  "neuroticism"  in  18! 
developed  countries.  The  traiti 
is  strongly  correlated  withi 
emb^rrassability,  shame,  self-t- 
consciousness  and  anxiety — 
all  those  feelings  weighing 
down  the  Fitzgerald  charac- 
ter. The  paper's  basic  finding: 
Countries  with  higher  inci-: 
dences  of  neuroticism  gener- 
ally do  the  most  tipping.  The 
U.S.  was  slightly  above  aver-i 
age  on  neuroticism  and  well 
above  average  in  propensity 
to  tip. 

Until  now,  tipping  has  ofi 
course  been  strenuously 
encouraged  by  the  tippees  and  their 
employers  in  restaurants  and  other 
service  industries.  If  anything,  this: 
encouragement  has  swelled  in  recent 
years.  My  pal  Alan  Stillman,  who  runs 
a  raft  of  upscale  restaurants  in  New.    I ts 
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;i'ork  City — and  is  currently  replicat- 
jng  one  of  them  in  Chicago, 
New  Orleans,  Miami  Beach  and  Las 
Vegas — notes  that  restaurant  tipping 
:oday  has  diverged  into  a  two-tier 
system.  Waiters  in  the  upper  tier  can 
icw  make  the  kind  of  money 
S70,000  or  so)  once  associated  with 
i.vhite -collar  professionals.  These  wait- 
;rs  have  naturally  begun  to  look 
pn  their  jobs  as  genuine  careers,  not 
»ust  as  something  you  do  between 
uuditions. 

Given  that  the  business  in  the  top 
^ier  is  overwhelmingly  credit-card 
stuff,  and  traceable  by  the  IRS,  their 
nuge  tip  incomes  increasingly  turn  up 
>n  their  tax  returns.  At  the  less  posh 
eateries,  where  more  of  the  business 
5  cash,  tipping  has  thus  far  been  for- 
tified by  the  inability  of  the  IRS  to 
rapture  tip  income.  In  the  1996  tax 
.car,  the  latest  for  which  figures  are 
available,    taxpayers    reported    tip 
uicome  of  around  $6.2  billion.  The 
IRS  estimates  that  unreported  tip 
acome  ranged  from  another  $9  bil- 


The  data  suggest  that  many 
Americans  are  wimps  when 
it  comes  to  tipping — a  prac- 
tice related  to  feelings  of 
shame,  embarrassment,  self- 
consciousness  and  anxiety. 


lion  to  maybe  $12  billion.  The  break- 
out for  restaurants  themselves  is 
unknown,  but  it  clearly  represents  the 
bulk  of  those  totals. 

But  that's  thus  far.  The  recent 
news  is  that,  in  the  tipping  wars,  the 
IRS  has  scored  some  stunning  wins 
in  federal  courts  lately.  It  has  per- 
suaded the  Eleventh  Circuit  Court 
of  Appeals  to  accept  its  so-called 
McQuatters  Formula,  which  com- 
pares known  credit-card  tips  with 
reported  cash  tips,  then  makes  an 
adjustment  to  reflect  the  higher 
levels  of  "stiffing"  among  the  cash 
customers,  and  ends  up  with  an  esti- 
mate for  unreported  cash  tips.  (Yes, 


the  IRS  has  data  on  stiffing.) 

The  big  news,  however,  goes 
beyond  that.  The  IRS  also  appears  to 
be  prevailing  in  its  audacious  demand 
that  employers — the  restaurant 
owners — are  liable  for  their  share  of 
the  Social  Security  and  Medicare 
taxes  on  unreported  tip  income.  In 
mid-October  the  U.S.  Court  of 
Appeals,  Federal  Circuit,  upheld  this 
IRS  contention,  which,  understand- 
ably, has  the  National  Restaurant 
Association  in  a  sweat. 

But  even  before  the  court  decision 
was  handed  down,  a  fair  number  of 
high-profile  restaurants  had  aban- 
doned discretionary  tipping  and 
switched  over  to  the  European  "ser- 
vice" model,  featuring  a  standard 
(usually  15%)  add-on.  One  widely 
reported  case:  Chateaulin,  a  fancy 
French  restaurant  in  Oregon's  Rogue 
Valley,  made  the  switch  and  identified 
its  IRS  woes  as  the  reason. 

Could  it  be  the  beginning  of  the 
end?  A  lot  of  insecure  people  sure 
hope  so.  ■■ 


)ut  the  most  powerful  luxury  SUV  on  the  continent,  call  1  800  446-8888,  visit  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  dealer. 

Lincoln  Navigator.  What  a  luxury  [  #^SP^J  should  be. 
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The  Sperbers  at  the 
Getty:  Richard, 
Burton  and  Stuart 
Doing  God's  work. 


Greenery  is  in  these  days,  and  that's  great  news  for  California's  Sperber  family. 

Green  begets  green 


By  Seth  Lubove 

Sol  Kerzner  didn't  want  his  much- 
hyped  Atlantis  Paradise  Island  casino  in 
the  Bahamas  to  have  a  raw  look.  So  he 
hired  a  contractor  to  uproot  1,500 
mature  coconut  palms  from  Jamaica, 
barge  them  to  the 
Bahamas  and  replant 
them  on  his  property. 

At  Disney's  new 
Animal  Kingdom  theme 
park  in  Orlando,  Fla.,  the 
same  contractor  started 
with  400  acres  of  flat 
Florida  scrub.  Two  years 
later  Disney  had  a  faux 
African  savannah  and 
Asian  jungle  with,  among 
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other  things,  300  varieties  of  grass. 

"We  do  God's  work;  we  really  do," 
says  Stuart  Sperber,  whose  family- 
owned     company,     Environmental 
Industries  Inc.  of  Calabasas,  Calif,  is  a 
$425      million      giant 
(likely  fiscal  1999  sales) 
in  die  highly  fragmented 
landscaping  industry. 

Green  is  in  these 
days — and  that's  great 
news  for  the  Sperber 
family.  If  you've  visited 


'•HWafir.  ~  J.f-wfr. 


Planting  trees  in  Las  Vegas 
Blooms  by  opening  day. 


the  new  Getty  Center  in  Los  Angele 
or  gawked  at  Steve  Wynn's  $1.6  billioi 
Bellagio  hotel  in  Las  Vegas,  you'vi 
enjoyed  their  work.  You  have  seei 
their  touch,  too,  in  those  glittering 
living  Christmas  tree  displays  at  tfo 
mall  or  in  the  lobby  of  major  offio 
buildings,  some  of  which  can  cos 
upwards  of  $100,000.  Yes,  cut  tree 
would  be  cheaper — but  what  merchan 
wants  to  offend  nature-lovers? 

Keeping  the  greens  happy,  an< 
operating  under  such  names  as  Valle' 
Crest  and  Environmental  Golf,  th 
Sperber  family  grows  more  than  3  mil 
lion  trees  and  handles  landscapinj 
maintenance  for  more  than  6,001 
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OUR  REWARDS  PROGRAM  OFFERS 
23  MAJOR  ADVANTAGES  OVER  THE 
COMPETITION. 

THEY'RE  CALLED  AIRLINES. 
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Some  card  rewards  programs  allow  you  to  earn  miles  on  one  airline  or  just 
a  few.  But  only  our  award-winning  rewards  program  gives  you  the  freedom 
to  use  your  miles  on  every  major  U.S.  airline,  with  no  mileage  cap  and 
no  expiration  date.  So  now  you  can  earn  free  travel  in  more  frequent  flyer 
programs  faster.  And  the  difference  doesn't  end  there.  There's  always  a  real 
person  to  answer  your  calls  and  help  you,  24  hours  a  day.  Should  your  business 
trip  run  longer  than  expecSed,  don't  worry,  we  give  you  the  convenience  of 
an  extra  billing  period  to  pay  when  you  need  it,  interest-free.  And,  of  course, 
the  Diners  Club  Card  is  welcomed  by  airlines,  hotels,  car  rental  companies 
and  millions  of  other  places  you  go.  Give  us  a  call  at  1  800  2  DINERS. 
You'll  find  the  conversation,  like  the  Card,  very  rewarding. 
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|W|  Diners  Club 
w^  International" 


3381  l£2ClSb  "ISfiQ 


6A  £•«;  BlIlS 
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BREAKING  THE  PLASTIC  MOLD. 


corp  Diners  Club  Inc        www  dinersclubus.com 


indoor  and  outdoor  gardens. 

Gruff  and  beefy  Burton  Sperber,  69, 
the  head  of  the  clan,  was  in  his  early 
20s  when  his  father  opened  a  tiny  retail 
nursery  in  North  Hollywood  in  1949. 
A  half-century  on,  he's  still  willing — 
and  able — to  grab  a  shovel  and  dig  a 
ditch  alongside  his  own  son,  Richard, 
and  some  of  his  5,000  hands. 

Big  though  the  Sperber  outfits  are, 
they  rake  in  only  a  tiny  portion  of  the 
$61  billion  Americans  spent  last  year  on 
landscaping  services.  The  commercial 
segment,  where  the  Sperbers  operate,  is 
good  for  about  $16  billion  of  that. 

It's  a  fast-growing  business.  Accord- 
ing to  Lawn  &  Landscape  magazine 
Americans  spent  one-third  more  on 
landscaping  in  1997  than  they  did  in 
1996.  Real  estate  investment  trusts 
have  been  especially  big  outsourcers  of 
landscaping  services  for  their  burgeon- 
ing portfolios. 

There's  only  one  other  big  player  in 
the  business:  LandCare  USA,  acquired 
by  ServiceMaster  Inc.  in  November  for 
$250  million  in  stock  and  debt.  Based 
on  that  price,  the  Sperber  interests 
must  be  worth  close  to  $400  million. 

The  Sperbers  first  emerged  from  the 
pack  in  the  1950s,  when  they  snagged 
contracts  for  California's  school  system 
as  well  as  the  freeways  beginning  to 
crisscross  the  state.  Today  the  firm 
operates  out  of  37  offices,  doing  work 
in  seven  states  as  far  east  as  Florida  and 
North  Carolina.  Its  1,500  nursery 
acres  include  a  six-mile  stretch  of  plant- 
ings under  utility  lines  in  Sylmar,  Calif. 
Other  Sperber  tree  nurseries  are  in 
Irvine  and  Farmington,  Calif. 

Sperber  companies  have  a  deserved 
reputation  for  being  able  to  handle  big 
contracts  on  schedule  and  on 
budget — a  difficult  task  in  this  busi- 
ness. In  union-dominated  Vegas,  the 
company's  unionized  work  force  is  a 
plus  in  getting  contracts.  Little  things 
count:  Because  the  firm  grows  many  of 
its  own  plants  and  trees,  it  can  time 
plantings  so  that  trees  and  flowers  fully 
bloom  right  around  opening  days. 

Go  public?  The  family  says  it  has  no 
such  plans  for  now;  a  brief  interlude  as 
a  public  company  in  the  1970s  left  a 
bad  taste  in  the  Sperber  mouth. 

"The  company  was  too  small  and 
every  time  the  earnings  would  go  up 
the  stock  would  go  down,"  Burt 
grumbles.  Growing  pains,  maybe.  Wk 
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Wayne  Huizenga  wants  to  be  your  car  dealer. 
Denver  is  his  big  testing  ground. 

Want  to  buy 
a  new  car? 

By  Jay  Akasie 


Wayne  Huizenga,  Republic's  founder  and  tenacious  tycoon 
A  new  plan  to  simplify  deals  on  wheels. 


Two  YEARS  AGO  Wayne  Huizenga  pro- 
claimed he  was  going  to  transform  the 
way  new  cars  are  sold  in  America.  A 
bold  statement  that,  but  the  irrepress- 
ible entrepreneur  has  made  giant 
strides  to  date.  His  Republic  Indus- 
tries Inc.  has  acquired  361  car  dealer- 
ships, which  combined  hold  a  formi- 
dable share  in  28  of  the  nation's  top 
50  markets.  They  will  produce  SI 2.4 
billion  in  projected  sales  this  year. 


Now  comes  the  tricky  part.  Thest 
are  still  fairly  standard  car  dealerships 
Can  Huizenga  stitch  them  togethei 
the  way  he  did  in  other  fragmentec 
industries  with  garbage  (Waste  Man- 
agement) and  videos  (Blockbuster)? 

Beginning  in  early  December  all  o: 
his  18  dealers  in  the  Denver  market 
will  switch  to  a  no-haggle  policy  anc 
will  be  branded  AutoNation  USA 
Huizenga  hopes  to  make  the  name  a; 
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NATHAN  MYHRV0LD, 

Chief  Technology  Officer,  Microsoft  Corporation, 

Chose  The  Gulfstreamv 

As  the  Technically 

.Superior  Airplane. 


-iyThis  Brilliant  Technical  Futurist  Bought  The  100th  Gulfstreamv 


vith.m  Myhrvold  is  Bill  Gates'  chief  scientist  and  widely 
lided  as  perhaps  the  most  influential  technical  mind  of 
time. 

le  is  a  postdoctoral  fellow  in  applied  mathematics  and 
)retical  physics  at  Cambridge  University.  He  has  a  Ph.D. 
heoretical  mathematics  and  physics,  as  well  as  an  M.S. 
lathematical  economics  from  Princeton  University.  He 
both  an  M.S.  in  geophysics  and  space  physics  and  a  B.S. 
mathematics  from  the  University  of  California. 
k>,  when  Dr.  Myhrvold  decided  to  purchase  a  large  cabin, 
a-long  range  airplane  tor  his  use,  as  you  would  expect,  he  did 
homework  very  carefully.  In  discussing  this  experience  he  said, 


"In  my  job,  I  have  to  evaluate  technical  claims  and  I  did  that 
here.  I  talked  to  the  engineers,  evaluated  the  data,  examined  the 
competition  carefully  and  concluded  that  the  Gulfstream  V1  is 
technologically  superior  to  all  of  its  competitors." 

His  choice  of  the  Gulfstream  V  is  another  resounding 
endorsement  of  our  usefully  applied  technology  and  further  proof 
that  this  is  the  airplane  of  choice  for  knowledgeable  individuals, 
companies  and  governments  the  world  over  who  want  the 
unbeatable  combination  of  reliability  and  the  latest  technology. 

To  learn  more  about  the  Gulfstream  V  and  our  family  of  transportation 
products  and  services,  call  Bill  Boisture  at  (912)  965-5555  or  visit  us  on  the 
web  at  www.gulfstreamaircraft.com.  After  all,  nothing  flies  like  a  Gulfstream. 


•  -    VVVARD 

Gtftetream  Aerospace  Corporation 


THE  WORLD  STANDARD.10 

Gulfstream 


T  don't  want  to  be  told  how  to  invest  my  money.  With  the  right  information,  I  can  do  it  myself.' 


SYMBOL 

NAME 

QTY 

MARKET  VALUE 

PRICE 

SWBGX 

SCHWAB  MARKETTRACK  BALANCED 

5.657.334 

$74,676.81 

13.20 

OAKVX 

OAKMARK  VALUE  FUND 

3,819.729 

$88,617.71 

23.20 

BIGRX 

AMCENT  INCOME  AND  GROWTH 

894  682 

$23,637.50 

26.42 

SAFQX 

SAFECO  EQUITY  FUND  INC 

15,685.96 

$344,620.54 

21.97 

SCOGX 

SCUDDER  GROWTH  &  INCOME 

3,588  864 

$95,140.78 

26.51 

SSHFX 

SOUND  SHORE  FUND  INC 

3.371.187 

$91,460.30 

27.13 

AMAT 

APPLIED  MATERIALS  INC 

2,000 

$65,750.00 

32.875 

ADM 

ARCHER-DANIELS-MIDLAND  CO 

2,091.5426 

$34,249.01 

16.375 

GE 

GENERAL  ELECTRIC 

1,014.8782 

$87,786.96 

86.5 

HD 

HOME  DEPOT  INC 

1,406.0123 

$61,425.16 

43.6875 

INTC 

INTEL  CORP 

1,702.7672 

$148,779.28 

87.375 

EL 

LAUDER  ESTEE  CO  INC  CL 

1,005.7348 

$61,035.53 

60  6875 

PG 

PROCTER  &  GAMBLE  CO 

449.8818 

$39,083.48 

86.875 

NPRTX 

N&B  PARTNERS  NEUBERGER  &  BERMAN 

10,753.2846 

$275,069.02 

25.58 

5562941 

CALIFORNIA  ST  PUB  WKS  BRD 

1,000,000 

$1,114,400.00 

111  44 

JAVIX 

JANUS  TWENTY  FUND 

994,994 

$41,27235 

41.48 

TOTALS 

$2,647,004.43 

Howard  goes  high-tech. 


www.schwab.com 
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Analyst  Ce. 


"I'm  always  looking  for  companies  that  fit  my  profile,  which  is  not  about 
risk.  And  today  I'm  on  schwab.com  thinking  about  Cisco.  First,  1  check 
the  close.  Then  I  click  on  the  news,  and  it  says  they  just  made  a  deal  with 

ATSTtoday  announced  an  integrated  chan  n©  I  and  coo  perativ&  AT&T.  Which  is  very  good, 

marfteting  agreement  with  Cisco  Systems.  Inc.  that  includes  plans  to  »i  rupru  rup  rU~rtc    rho-n  T  on 

offe  rvalue  .added  Into  met  so  lutbns  available  to  all  AT&Tsates  l  cueLK  Ule  t-««uis>.   men  i  gu 

channels,  including  authorized  agents  of  the  AT&T  Alliance  Program  to    the   Analyst    Center   for   First 

Businessw.rc.  io/22/98       Call  Consensus  Earnings  Estimates,  and  I  look  under  Insider  Activity  -  I 
always  want  to  know  where  management  is  or  if  there's  any  insider  activity  going  on. 

"Then  I  go  to  the  S&P  Company  Report,  which  is  a  complete  snapshot,  and  I  see  it's  got  a  5 
rating,  and  the  earnings  are  a  B  plus  and  the  analyst  consensus  is  'buy'  Knowing  what  I  know,  I  move 
money  out  of  one  of  my  munis  and  place  a  buy  order  for  1 ,000  shares,  which  is 
confirmed.  All  online. 

"If  I  have  a  question,  I'll  call  my  Schwab  rep  or  e-mail  them.  If  I  get  bored,  I'll 
go  down  to  the  Schwab  office  to  chat.  Everyone  says,  'Hey  Howard,  how're  you 
doing?'  It's  like  going  to  the  barbershop,  everybody  knows  my  name."  Howard 

Security  prices  shown  are  as  of  10/22/98.  Individuals  appearing  are  actual  Schwab  customers  and  were  paid.  The  expenences  depicted  are  those  of  the  individual(s)  appeanngi 
be  representative  of  anyone  else's  experience.  The  positions  shown  arc  actual  holding  ol  '.lie  individuals  appearing  and  reflect  partial  portfolio  holdings.  No  mention  of  a  securil 
construed  as  a  recommendation  or  considered  an  offer  to  sell  or  a  solicitation  ol  an  oiler  to  buy  any  securities.  Schwab,  its  affiliates,  their  employees  and/or  their  directoi     j 
positions  in  these  securities  referenced,  and  may  as  principal  or  agent,  buy  from  01  sell  to  customers  Schwab  01  its  affiliates  may  perform  or  solicit  investment  banking  or  ol 
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1-800-4SCHWAB 


'We're  both  aging  ex-jocks.  To  us,  investing  is  a  game  we  can  still  win. 


swam 

NAME 

QTY 

MARKET  VALUE 

PRICE 

cscc 

CISCO  SYSTEMS  INC 

300 

$17,531  25 

584375 

KO 

COCA  COLA  COMPANY 

4309183 

$29,787.23 

69.125 

EMR 

EMERSON  ELECTRIC  CO 

4599307 

$29,521.80 

64.1875 

XON 

EXXON  CORPORATION 

502  4408 

$36,050  13 

71  75 

HWP 

HEWLETT-PACKARD  COMPANY 

300 

$17,343.75 

57.8125 

HCOW 

HORIZON  ORGANIC  HLDG  CP 

300 

$4,012  50 

13375 

INTC 

INTEL  CORP 

100 

$8,737  50 

87  375 

MO 

PHILIP  MORRIS  COS  INC 

200 

$10,025.00 

50  125 

SAf 

SCUDDER  NEW  ASIA  FUND 

100 

$868  75 

86875 

w 

WESTVACO  CORPORATION 

894  7231 

$22,983  20 

256875 

TOTALS 

$176,861.11 

Marion  &  Rick,  playing  it  cool. 


www.schwab.com 
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Watch  List  1 

Last 

T  CSCO 

57  1/2 

A  KO    ^ 

6711/16 

T  DDR+B 

24  5/8 

▼  EMR 

63  7/8 

T  XON 

72  3/4 

O  HCOW 

141/8 

f  INTC 

8611/16 

"Marion  has  a  big  business  background  and  is  the  raging  bull. 

1  had  a  smaller  business  and  am  more  conservative.  We  started 

investing  in  '86  with  25  shares  of  four  different  companies.  Now 

we  have  three  accounts  at  Schwab  —  our  individual  IRAs  and  our  joint  account. 

"For  us,  investing  together  is  something  we  really  enjoy.  But  we  can't  buy 

anything  unless  we  both  agree. 

"We've  attended  seminars  sponsored  by  Schwab. 
And  I'm  regularly  on  the  phone  with  them  —  we're  part  of  the  Schwab 
500  team,  which  means  they  really  get  to  know  us  and  what  we  look  for. 

"We  read  and  watch  TV,  but  do  our 
serious   research  online.    On   the   couch. 

With  the  dogs.  On  Schwab.COm.  Because  of     Market  mixed  at  mid-dav  with  techs  holdma 

their  own  while  hlue  chips  trail  the  action 

the  recent  volatility,  we're  not  buying  today,  just  checking  out  the     Blue  chip  losses  kept  in  check  withheld 

K_  .1  ,„  .  i    ,  .  4 ,  from  financial,  airline  &  oil  drilling  issues, 

stocks  on  our  Watch  List,    rick 


Market  Summary  by  Brief ina  corp 
Oct.  22,  1998. 12:05  El 


npany  mentioned  m  this  matenal  Mutual  Fund  prospectuses  containing  more  complete  information  including  management  fees,  charges  and  expenses  are  available 
ab.  Please  read  carefully  before  investing.  Investment  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  the  original  cost.  Access  to 
your  account  may  be  limited  dunng  penods  of  peak  demand.  Past  performance  is  no  guarantee  of  future  results.  Standard  and  Poor's  has  a  quality  rating  (A+  to  D),  which  is 
esess  the  relative  growth  and  stability  of  earnings  and  dividends  over  the  past  10  years.  ©1998  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (1298-4766) 
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Charles  Schwab 


familiar  as  Wal-Mart,  McDonald's 
and,  yes,  Blockbuster.  In  Denver  he 
starts  from  a  solid  base:  AutoNations 
there  will  also  carry  the  name  of  John 
Elway,  the  Denver  Broncos  quarter- 
back whose  six  local  dealerships  now 
belong  to  Republic.  AutoNation  USA 
offers  19  makes,  including  all  from 
Detroit's  Big  Three,  and  they  sell  one 
out  of  every  five  new  cars  sold  in  the 
Denver  market. 

Can  car  buyers  be  weaned  from  the 
practice  of  haggling?  It  has  become  a 
familiar  if  unpleasant  part  of  the  Amer- 
ican buying  experience.  As  always, 
Huizenga  and  co-chief  executive 
Steven  Berrard  admit  to  no  doubts. 
"Would  you  want  to  be  the  fourth- 
largest  Ford  dealer  in  Denver  when 
the  top  three  are  AutoNations?" 
Huizenga  asks  mischievously. 

He  means  to  make  the  competition 
hop  to  it.  Republic  is  spending  $2  mil- 
lion teaching  its  1 ,600  salespeople  and 
25  general  managers  to  focus  more  on 
service  and  less  on  pushing  buyers 
into  more  expensive  cars  and  options. 
Commissions  will  be  pegged  to  buyer 
satisfaction,  not  the  sales  ticket. 

Not  surprisingly  some  salespeople 
will  quit  rather  than  change;  Republic 
expects  a  turnover  as  high  as  70%  by 
spring,  says  Thomas  Eggleston,  VP  for 
operations.  But  that's  okay  with  the 
company.  It  wants  to  change  the 
image  of  the  car  salesperson. 

Customer  satisfaction  plays  a  big 
role  in  Huizenga's  plan.  If  they  feel 


broncos  quarterback  John  Elway 
A  hometown  hero  adds  prestige. 


good  about  the  transaction,  he  rea- 
sons, they  will  be  happy  to  buy  other 
things  from  the  chain.  Customers  will 
get  an  AutoNation  card  that  can  be 
used  for  discounts  on  car  rentals  from 
Republic-owned  National,  Alamo  and 
CarTemps  USA.  Next  up:  gasoline  dis- 
counts to  AutoNation  cardholders. 

AutoNation  expects  to  build  a  data- 
base of  customers  it  can  bombard  with 
mailings  on  new  models  and  other 
deals.  It  wants  to  recycle  trade-ins  from 
its  dealerships  through  its  AutoNation 
used-car  stores;  that  way  it  gets  to  sell 
the  same  car  more  than  once — the  way 
Blockbuster  rents  videos  over  and  over. 

The  Internet?  Huizenga  has 
thought  of  that,  too.  He's  counting  on 


the  company's  computer  system,  callecj 
Compass,  which  relays  inquiries  fror 
the  three  major  car  Web  sites  (autobyj 
tel.com,  CarPoint  and  autoweb.comj 
to  Republic  dealerships  in  seven  geol 
graphic  regions.  In  about  four  hour 
the  nearest  dealer  sends  a  price  to  thdj 
potential  buyer.  Compass  was  set  ur. 
by  Scott  Barrett,  who  spearheadec 
Blockbuster's  technology  system. 

"Have  fun  competing  against  us!'| 
Huizenga  exclaims. 

Fun  it  won't  be,  but  establishec 
dealers  are  girding  for  the  battle.  Say:| 
competitor  John  Held,  general  man! 
ager  of  The  Burt  Automotive  Net 
work,  a  chain  of  six  Denver- area  deal] 
ers:  "People  are  going  to  get  the  oncf 
price  [from  AutoNation]  and  come  to 
us,  and  we'll  negotiate  and  knock  i  | 
down."  One  result  could  be  a  prict 
war — and  a  bloody  one. 

If  in  this  case  (as  in  so  many  otheil 
battles)  victory  goes  to  the  biggesl 
battalions,  Republic  is  a  good  bet  tci 
win.  Many  Republic  dealers  nowl 
report  pretax  margins  of  4%,  com{ 
pared  with  the  2%  industry  standard] 
which  gives  them  room  to  shave  price:] 
without  producing  red  ink. 

No  question,  Huizenga  is  one  hel] 
of  an  entrepreneur.  But  his  car-deal[ 
ing  competitors  can  take  some  com! 
fort  in  this  fact:  While  his  earlier  ere  I 
ations,  Blockbuster  and  Wastd 
Management,  both  made  huge  waves! 
neither  has  been  an  unqualified  longj 
term  success. 


Not  your  father's  car  dealer 


Largest  publicly  traded  new  car  dealers 

Outlook 

Company 

1 998  estimated 

New  cars 

revenues* 

soldi 

s'v  REPUBLIC 

Republic  Industries 

$17  billiont 

400,000 

The  Big  Foot.  In  28  of  50  largest  markets. 

'•"»'             INDUSTRIES 

United  Auto  Group 

3.2  billion 

85,000 

Based  in  New  York,  just  announced  plans  to 

UnitedAutoCare 

partner  with — surprise — Republic  to  open  a 
used  car  AutoNation  on  Long  Island. 

Sortie) 

Sonic  Automotive 

1.6  billion 

42,000 

Booming  in  Southeast,  continues  to 

expand  there. 

Ofti  i|  i'   /    \\   f.  imi 

Group  1  Automotive 

1.5  billion 

43,000 

In  last  job,  Chief  Executive  B.B.  Hollingsworth 
consolidated  funeral  homes  into  big  chain. 

OCAR 

Cross-Continent  Auto  Retail 

750  million 

NA 

Sale  to  Republic  scheduled  to  close  in 
February. 

Lithia  Motors 

700  million 

16,000 

Operates  in  Pacific  Northwest  unchallenged  by 

mrmiA 

other  big  dealers. 

'Figures  from  Jordan  Hymowitz.  analyst,  Robertson  Ste 

phens.  tEstimate  for  enttrt 

■company: 

$12.4  billion  for  total  auto  retail.  ^Projected  fiscal  year  1998. 

NA:  Not  available. 
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'"People  who  can  watch  any  TV 
-want  to  watch  Hitachi  UltraVision 
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picture  on  Hitachi  UltraVision  is  so  stunning  it  is  bound  to  attract  a  crowd.  The  reason  is  Hitachi's 

exclusive  six  element  UltraFocus  Super  Bright  Lens  System,  which  creates  an  image  of  exceptional 

brightness  and  clarity.  And  Hitachi's  Magic  Focus,  the  world's  only  automatic  convergence  system, 

ensures  perfect  focus  to  keep  the  picture  super  sharp  and  clear.  Once  you  see  Hitachi  UltraVision 

for  yourself,  you'll  wonder  why  anyone  would  want  to  watch  anything  else. 

HITACHI 


ULTRAVISION 


A  TOTALLY  NEW  VISION 

Visit  our  Web  site  at  www.hitachi.com  for  more  information. 


©1998  Hitachi,  Ltd. 


Supermarkets  are  suddenly  the  target  of  a  populist 
backlash  in  the  U.K.  Nostalgia  for  the  dear  old 
greengrocer  is  only  part  of  the  problem. 

Squeezed 
lemons 

By  Richard  C.  Morais 


150 


Kirkby  Lonsdale  in  Cumbria  is  a 
quaint  as  an  English  town  can  get 
stone  houses,  the  Snooty  Fox  pub 
shop-lined  cobblestone  streets,  . 
•butcher,  a  fishmonger  and  winte 
pansies  at  the  fruiterers. 

E.H.  Booth  &  Co.  Ltd.,  a  region 
al  supermarket  chain,  wants  to  buih 
a  21,000-square-foot  store  at  th 
edge  of  this  Lake  District  village.  I 
would  mean  cheaper  groceries  am 
more  variety  for  the  1,800  residents 
Some  of  the  locals  are  screaminj 
bloody  murder.  James  Lancaster, 
local  businessman,  is  fighting  t< 
revoke  Booth' 
-■— —  -  planning  permit 
"Monopolies  ar 
evil,"  he  says,  pre 
dieting  that  th 
supermarkets  wil 
start  a  price  wa 
that  will  ruin  th<l 
local  shops. 

At  stake  here  i 
more  than  nostalgia 
versus  progress.  Thil 
fact  is  that  even  h 
the  supermarket 
grocery  prices  art 
sky-high  in  Britaii 
compared  witl 
those  on  the  conti 
nent.  In  shorti 
British  supermarket 
may  not  be  passinj 
on  to  their  cusi 
tomers  all  the  fruit 
of  their  efficiency. 

The  U.K.  super 
markets  certain!; 
are,  by  U.S.  stan 
dards,  healthy  (se< 
table,  p.  212).  Nc 
supermarket  profi 
margins  in  the  U.K 
are  on  average  509 
higher  than  they  an 
in  the  U.S.  Compe 
tition  among  tin 
top  U.K.  food  retail 
ers  often  resemble 
"synchronize 
swimming."  Th< 
industry's  Institute 
of  Grocery  Distribu 
tion  does  a  lot  o 
backroom  coordina 
tion.  An  objective  o 
the  transport  arm 
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SOME    OTHER    GREAT    WAYS    TO    GET 
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In    25    countries   around    the   world,    from 
Australia   to  Venezuela,   Toyota   vehicles   are 
being  built  by  the  same  people  who  drive 
them  —  local  people.  Here  in  America,  Toyota  ■ 
directly  employs  more  than  23,000  people.  In 


Toy°la    Coro//a 


"    Sao    Paulo 


fact,  more  than  half  the  Toyota  vehicles  sold  in 
America  are  built  here,  with  many  parts  com- 
ing from  U.S.  suppliers.  That's  why,  to  many 
people,  Toyota  is  more  than  just  a  source 
of  local  transport,  it's  a  source  of  local  pride. 


TOYOTA  People  Drive  Us 


Visit  our  website  at  www.toyota.com/usa  or  write  Toyota  Motor  Corporate  Services.  9  W  57th  St.,  4900-M16,  New  York.  NY  10019   "K 


Juicy  profits 


Company 

Sales 

($mil) 

Net 

income 

($mil) 

Market 
value 
($mil) 

Net 
profit 
margin 

Recent 
price 

P/E 

ASDA  Group 

$12,577 

$506 

$9,009 

4.0% 

$2.96 

16.8 

Safeway 

11.497 

397 

5,055 

3.5 

4.59 

12.2 

J  Sainsbury 

23,889 

802 

18,766 

3.4 

9.86 

22.2     - 

Tesco 

26,176 

831 

19,068 

3.2 

2.84 

63.8 

Albertson's 

15,245 

538 

13,519 

3.5 

57.38 

25.1 

American  Stores 

19,451 

310 

8,733 

1.6 

34.63 

28.2 

Food  Lion 

10,264 

268 

4,555 

2.6 

9.75 

17.0 

Kroger 

27,027 

416 

12,826 

1.5 

57.50 

30.9 

Safeway 

24,347 

783 

22,001 

3.2 

52.25 

28.1 

Winn-Dixie  Stores 

13,752 

165 

4,848 

1.2 

39.50 

29.4 

The  top  four  companies  are  British. 

Britain's  top  supermarkets  enjoy  margins  50% 
greater  than  those  in  the  U.S.  Sign  of  an  oligopoly? 


for  example,  is  to  arrange  for  suppli- 
ers to  share  a  truck.  Companies  like 
Tesco,  Safeway,  and  the  leading  man- 
ufacturers routinely  sit  around  a  table 
at  the  institute  "sharing  their  visions 
of  the  future. "It's  closer  to  cozy  co- 
existence than  to  U.S. -style  slash-and 
burn  competition. 

Nor  are  the  big  chains  big  support- 
ers of  genuine  competition. 
When  American  "warehouse 
clubs"  recently  tried  to  get  a 
foothold  in  the  U.K.,  the 
big  food  retailers  joined 
forces  and  had  planning 
permit  laws  changed  to 
make  it  difficult  for  them. 

"The  key  point,"  ob- 
served a  recent  Deutsche 
Morgan  Grenfell  study  of 
U.K.  supermarkets,  "is  that 
a  new  superstore  creates  a 
local  monopoly." 

Monopoly  is  too  strong  a 
word,  perhaps,  but  oligopoly 
is  not.  Britain's  top  four  food  retail- 
ers— Tesco,  ASDA,  Sainsbury  and  Safe- 
way— account  for  between  45%  and 
67%,  depending  on  whom  you 
believe,  of  the  country's  $150  billion 
grocery  market.  In  the  crucial  markets 
of  London,  South  and  East  England, 
over  57%  of  all  grocery  sales  are  in  the 
hands  of  just  two  companies,  Tesco 
and  Sainsbury. 

Are  these  superstore  oligopolies  a 
terrible  thing?  Not  if  you're  looking 
for  variety  and  service.  Twenty-five 
years  ago  most  Brits  had  never  tasted 
an  avocado;  today,  the  middle  class 
routinely  sup  on  Tiger  prawns  from 
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Thailand,  okra  from  Ghana,  a  good 
Shiraz  from  Australia.  Don't  have  a 
car  or  don't  want  a  parking  hassle? 
It's  a  marvel  to  watch  consumers  fer- 
ried to  some  superstores  in  store-pro- 
vided Mercedes  buses. 

But  many  Brits  have  come  to 
believe  that  they  are  paying  too  much 
for  these  advantages.  Recently  Rupert 


Tesco  superstore  and  a  local  grocery  shop 
The  big  stores  gut  towns. 


Murdoch's  Times  sent  reporters  into 
the  field  to  buy  a  basket  of  22  staple) 
goods  in  Sainsbury  and  in  similar 
stores  across  Europe  and  the  U.S. 
x  They   found   Brits   were   paving 
$139.49  for  the  basket,  35%  raon 
than  shoppers  in  Germany,  and  31% 
more  than  those  in  the  U.S.A.  A 
German  professor  did  a  similar  study 
at  Tesco  in  Cambridge  and  rewe  i 
Kassel,  Germany.  His  34-item  Britisl 
basket  cost  56%  more,  with  items  like 
kitchen  foil  12.4  times  more  expen 
sive  in  Cambridge  than  in  Kassel. 

Brits  living  in  Southern  Englan 
routinely  take  a  $60  ferry  or  tunnel 
ride  across  the  Channel  so  they  ca 
load  up  the  van  at  French  hypermar 
kets  just  over  the  border.  The  Finan^ 
rial  Times  recently  went  so  far  as  tc 
explain  how  Christmas  shoppers  can 
"avoid  the  traditional  cross-Channel 
crush"  for  "cheap  drinks  and  smoke 
by  chartering  a  plane  between  Lyd' 
and  Le  Touquet. 

The  stores  claim  exchange  rates 
taxes,  different  levels  of  service  an 
products  make  the  cross-country  basket 
comparisons  utterly  meaning 
less.  "The  journalist  can  get 
basket  of  goods  to  say  any-1] 
thing  he  wants,"  says  Tese 
spokesman,  Andrew  Coker. 
The  stores  have  a  point 
but  it  isn't  pla\ing  well  in  the 
British  media.  Responding  tc 
popular  anger,  the  Office  o 
Fair  Trading  has  launched  ar 
investigation  into  the  "prof 
itability  of  the  four  majoi 
supermarkets."     The     on 
report  is  due  out  shortly  anc 
could  result  in  a  formal  refer 
ral  to  the  Monopolies  & 
Mergers  Commission. 

The  big  grocery  chains  have  beer 
careful  to  maintain  their  fences  with  th< 
ruling  Labour  Party.  Lord  Sainsbury  o 
Turville,  for  example,  is  now  a  high 
ranking  figure  in  Tony  Blair's  govern 
ment  and  gave  $3.4  million  to  th< 
Labour  Party  during  the  last  election. 
But  Sainsbury  notwithstanding 
Prime  Minister  Tony  Blair  is  not  likeb 
to  ignore  this  populist  backlash.  On< 
of  two  things  is  likely  to  happen 
Either  the  chains  will  take  the  hint 
and  lower  prices  even  at  the  expensi 
of  profits  ...  or  the  government  i 
likelv  to  do  it  for  them.  ■ 
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i  world  of  information 
rtoad.  Reuters  can  help  you 
I  what  you  need  to  know 
iters  Products  on  the  Web: 
lusive  news  and  financial 
irmation  tailored  to  your 
rket  needs,  delivered  easily 
>ugh*Web  browsers.  From 
world's  leading  financial 
inflation  and  news  company, 
w.reuters.com 


In  Brazil  an  outspoken  press  lord  ponders  the  terrors  of  going  public.  But  what  can] 
you  do  when  borrowing  money  can  easily  run  as  high  as  40%? 

Will  public  ownership    j 
cramp  his  style?  1 


By  Nigel  Holloway 

You  CAN  RUN  A  business  according 
to  careful  plan,  or  you  can  run  it  by 
gut  instinct.  Roberto  Civita  belongs 
to  the  second  school.  Explaining  why 
he  doesn't  bother  with  market 
research  before  he  launches  a  new 
product,  Civita  makes  a  shrewd  state- 
ment: "I  don't  believe  in  asking 
people  about  things  that  don't  exist. 
By  following — as  he  puts  it — "his 
nose"  he  has  built  Brazil's  $1.6  bil- 
lion (revenues)  Abril  Group. 

Market-testing?  To  find  out  if  there 
was  really  a  market  for  a  magazine 
aimed  at  Brazilian  kids  8  to  12,  this 
summer  he  gave  away  2  million 
copies  of  it  to  the  subscribers  of  his 
other  magazines.  Now  he's  waiting 
to  see  how  many  people  subscribe  for 
their  children. 

Isn't  that  an  expensive  way  to  test 
a  concept?  Civita,  62,  shrugs.  "Have 
I  budgeted  it?  The  answer  is  no." 

If  it  works,  it  works.  If  it  doesn't 
work,  that's  nobody's  business  but 
Civita's  because  he  owns  the  Sao 
Paulo-based  outfit.  Civita  and  his 
three  grown  children  (two  of  whom, 
Giancarlo  and  Victor,  work  in  the 
business)  own  90%  of  Abril's  stock. 
The  other  10%  is  owned  by  the  heirs 
of  a  cofounder. 

In  typical  developing-country  fash- 
ion, the  Civita  enterprise  began  as  a 
conglomerate.  It  cranked  out  Donald 
Duck  comics  and  other  cheap  publi- 
cations, but  it  also  built  hotels,  refrig- 
eration warehouses  and  packaging 
companies.  In  the  1980s  the  compa- 
ny split,  with  Roberto  keeping  most 
of  the  publishing  operations  and  his 
brother  Richard  taking  the  rest. 

Roberto  Civita  revolutionized 
Brazilian  publishing.  Before  he  shook 
things  up,  publishers  did  not  sell  sub- 
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Roberto  Civita  holds  up  his  new  baby 
He  hasn't  bothered  to  budget  for  it. 


scriptions  because  the  powerful  news- 
stand dealers  would  boycott  anv  pub- 
lisher that  threatened  their  monopoly 
on  magazine  distribution. 

Civita  struck  a  deal  with  them:  If 
the  newsdealers  would  let  him  sell 
subscriptions  to  his  struggling  new 
magazine,  he  would  not  sell  sub- 
scriptions in  any  other  Abril  title  for 
ten  years.  Since  the  magazine,  Veja, 
was  a  brand-new  title,  it  did  not 
threaten  their  business.  The  dealers 
agreed. 

After  that  there  was  no  stopping 
Civita.  The  man  knows  how  to  make 


potential  readers  pay  attention.  Inl 
1992  Veja  ran  ten  cover  stories  detail-] 
ing  corruption  at  the  top  of  thel 
Brazilian  government,  then  headed  I 
by  Fernando  Collor.  Shock!  This  sort] 
of  thing  wasn't  done  in  Brazil.  But 
soon  other  media  were  on  to  the 
story,  and  in  December  1992  Colloi 
was  impeached.  "The  impeachment 
set  the  stage  for  the  rule  of  law,"  says 
Civita  proudly.  "  For  the  first  time.| 
the  law  was  above  the  ruler." 

Today  Veja  is  the  largest-circula- 
tion nevvsw  eekly  in  Brazil  ( 1 .2  million  I 
copies)  and  fourth-biggest  globally. 
behind  Time,  Newsweek  and  U.S.I 
News  &  World  Report.  But  it  is  one 
of  200  Civita  magazines  within  ar 
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Producing  the  Envoy  3: 
's  not  a  Gulfstream  IV-SP®, 
ut  once  you're  inside  you'll 
ever  know  the  difference. 


iere's  no  doubt  that  the  Gulfstream  IV-SP  has  the  largest  cabin 
i  any  business  jet  in  its  class.  But  if  space  is  what  you're  after, 
iy  pay  $29  million  for  it?  The  Envoy  3  from  Fairchild  Aerospace 
ers  large-jet  cabin  comfort  —  for  less  than  half  the  price  of 

:iv-sp. 

i    In  fact,  you'll  find  the  Envoy's  much  lower  acquisition  cost  is 

!ly  part  of  the  story.  Total  operating  costs  are  half  the  GIV-SP's, 
the  Envoy  is  much  more  economical.  Other  advantages 
lude  a  payload  that  exceeds  the  GIV-SP's  and  a  third  more 
iggage  space.  The  Envoy  3  can  accommodate  the  same 
imber  of  passengers,  making  it  the  world's  most  productive 
isiness  jet. 

Soon,  another  member  of  the  Envoy  family  will  be  making 
ibig  impression  on  the  corporate  market.  It's  the  Envoy  4. 
;ven  feet  longer  than  the  Envoy  3,  the  Envoy  4  will  be  the  most 
st-effective  1 6+  passenger  business  jet. 

In  the  final  analysis,  the  choice  is  clear.  For  more  hard  facts 
out  the  Envoy  3  and  Envoy  4,  please  call  1-888-328-JETS. 
Jtside  the  U.S.,  call  +49/8153-30-0.  You  can  also  e-mail 
pig  Fahning,  Vice  President  of  Corporate  Aircraft  Sales,  at 
voy3@faidor.com. 


AEROSPACE 


hparison  figures  derived  from  Conklin  &  deDeckefs  The  Aircraft  Evaluator.  Gulfstream  IV-SP  is  a  registered  trademark  of  Gulfstream  Aerospace  Corporation.  ©1998  Fairchild  Aerospac 


empire  that  also  embraces  TV,  direct 
marketing  databases,  Internet  ser- 
vices, telephone  directories,  travel 
guides,  CD-ROMs,  music  and  video 
collections.  Abril's  revenues  this  year 
will  total  $1.6  billion,  a  fourfold 
increase  over  1993. 

The  day  is  fast  approaching  when 
Civita  will  have  to  take  Abril  public. 
"It's  getting  too  big  and  will  need 
more  and  more  capital  to  keep 
going,"  sighs  Civita. 

Earlier  this  year  TVA  Continental,  a 
wholly  owned  Abril  subsidiary  bid  for 
25  cable  TV  licenses  mostly  in  the  Sao 
Paulo  area,  the  center  of  the  Brazilian 
economy.  In  the  unlikely  event  that 
TVA  wins  all  the  licenses  it  has  bid  for, 
it  would  need  about  $500  million 
over  ten  years  to  provide  cable  ser- 
vices to  an  estimated  700,000  sub- 
scribers. That  might  be  more  money 
than  Civita  can  easily  raise  on  his 
own. 

Civita  has  already  pushed  borrow- 
ing about  as  far  as  he  dares.  Long- 
term  debt  for  the  Abril  group  was 
close  to  $500  million  at  last  year-end, 
twice  the  equity  capital.  In  Brazil's 
high  interest  rate  economy,  the  com- 
pany paid  $84  million  in  interest  last 
year,  whereas  profits  were  only  $36 
million  last  year.  With  interest  rates 
much  higher  this  year,  profits  will  be 
even  lower. 

As  if  trying  to  resign  himself  to 
public  ownership,  Civita  ticks  off 
three  other  advantages  of  taking  Abril 
public:  giving  employees  a  stake  by 
way  of  stock  options;  ability  to  use 
shares  for  acquisitions;  and  imposing 
market  discipline  on  managers. 

But  then  he  grows  a  bit  gloomy  at 
the  prospect.  "What  bothers  me  is 
this  fanatical  obsession  with  the  stock 
price.  That  emphasis  on  quarterly 
earnings  and  nitpicking  analysts' 
reports — that's  no  way  to  run  a  busi- 
ness." Besides,  he  worries  whether  a 
publicly  owned  company  could  take 
on  the  political  establishment  the  way 
he  has  done.  "If  I  had  thought  for 
one  moment  about  the  business,  I 
would  never  have  published  [the 
Collor  corruption  series],"  he  says. 

Or  maybe  he's  worrying  unneces- 
sarily. Risky  though  it  might  have 
been,  that  expose  of  corruption 
turned  out  in  the  end  to  have  been 
pretty  good  for  business.  ■■ 
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Entranced  at  the  prospect  of  a  billion  new  customers, 
the  world's  brewers  poured  into  China.  Most  of  them 
wish  they  had  stayed  at  home. 

Over  a  bared 


By  Andrew  Tanzer 

In  1993  Foster's  Brewing  Group 
Ltd.,  Australia's  dominant  beermak- 
er,  charged  into  China.  It  was  the 
same  old  story:  There  are  1.2  billion 
Chinese  and  if  we  can  sell  our  beer  to 
even  2%  of  them,  we  can  have  a 
market  as  big  as  the  Australian 
market. 


Sure.  Easy  as  knocking  the  cap  off! 
a  bottle.  But  after  piling  up  losses  of 
more  than  $70  million  in  five  years, 
Foster's  announced  in  August  that  it 

Shanghai  downtown  area 
Advertising  for  Budweiser 
and  other  beer. 


Be  ahead 

of  your  time 


"ROMA"  Collection 
prices  from  $  2,250 


Van  Cleef  &  Arpels 


YORK,  PALM  BEACH,  BEVERLY  HILLS,  HONOLULU,  PARIS,  CANNES,  MONTE-CARLQ  LONDON,  GENEVA,  TOKYO,  HONG-KONG 

AND  AT  SELECTED  FINE  JEWELLERS, 
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would  take  a  $100  million  write- 
down on  its  brewing  assets  in  China, 
and  sell  two  of  its  three  breweries  in 
the  country. 

Foster's  is  in  good  company.  Lured 
by  the  dream  of  selling,  most  of  the 
major  international  brewers  bought 
the  same  dream  Foster's  bought,  and 
with  roughly  the  same  results. 
From  Anheuser-Busch  of  the  U.S.  to 
Lion  Nathan  of  New  Zealand,  from 
San  Miguel  of  the  Philippines  and 
Asia  Pacific  Breweries  of  Singapore  to 
Interbrew  of  Belgium,  they're  swim- 
ming in  losses. 

"I  don't  know  of  any  foreign 
brewer  making  profits  in  China," 
comments  Mark  Prechelt,  vice 
president  of  marketing  for  Foster's 
Asia.  "Everyone  has  too  much  capac- 
ity. Unless  pricing  improves,  it's  hard 
to  see  anyone  getting  a  return  on 
their  investment." 

Coors  Brewing  Co.,  of  Golden, 
Colo.,  is  one  of  the  few  major  brew- 
ers to  refrain  from  investing  in 
China,  where  many  of  the  big  brew- 
eries are  running  at  50%  of  capacity 


or  less.  Now  Coors  is  smiling.  Says 
Coors'  George  Mansfield:  "People 
reduce  prices  to  keep  volume  up,  so 
everyone's  losing  money.  It's  miser- 
able now." 

Yet  it's  true  that  China's  growing 
thirst  for  beer  has  been  remarkable. 
Since  1982  consumption  has  multi-  ■ 
plied  tenfold,  and  China's  share  of 
world  consumption  has  surged  from 
6%  in  1990  to  14%  this  year,  accord- 
ing to  Glen  Steinman,  president  of 
Seema  International  Ltd.,  a  Hong 
Kong-based  beer  consultancy.  The 
Chinese  market  has  already  passed 
the  German,  in  volume  terms,  and 
within  five  years  it  should  easily  over- 
take the  U.S.  to  become  the  world's 
largest. 

You  can  learn  a  lot  about  selling  in 
China  from  studying  the  mistakes  the 
big  brewers  have  made. 

Mistake  number  one  is  underesti- 
mating local  competition  in  an  econ- 
omy that  is  still  half  capitalist,  half 
socialist.  "Over  the  last  20  years  every 
city  in  China  built  a  brewery  to  ser- 
vice the  local  market  because  distrib- 


ution was  so  difficult,"  says  Gerd 
Kirsten,  portfolio  manager  of  the 
New  York- based  Emerging  Markets 
Brewery  Fund.  Every  town  wanted 
the  prestige  of  having  its  own  brand 
of  brew.  Local  governments  still  nur- 
ture and  protect  the  hometown 
brewers  because  they're  an  important 
source  of  tax  revenues. 

The  leading  brewer  in  China,  Bei- 
jing's Yanjing  Brewery,  has  less  than 
a  4%  market  share.  To  put  this  inj 
context,  Busch  controls  46%  of  the* 
U.S.  market;  Foster's  has  56%  of 
Australia.  In  its  home  town  Yanjing. 
rules,  but  sells  little  outside  the 
Beijing  area. 

"We  saw  everything  in  too-rosy 
terms,"  admits  the  Asia  director  of; 
one  leading  European  brewer  who  is 
heavily  invested  in  China.  "The  cost 
of  trying  to  get  market  share  is  hor- 
rendously  expensive,  and  we're  com- 1 
peting  for  a  narrow  market." 

With  all  the  local  competition, 
prices  are  very  low:  less  than  25  cents' 
for  a  640ml  bottle — cheaper  than 
mineral  water.  And  few  Chinese  can 


The  strength  of  any  element  is  not  in  its  might  bi 
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afford  to  pay  three  times  that  much 
tor  the  prestige  of  drinking  a  foreign  - 

abel  beer. 

Local  beers  may  have  inconsistent 
quality,  high  air  content,  inferior 

ngredients,  shoddy  labels  and  pack- 
aging and  an  occasional  exploding 
pottle,  but  they  are  cheap  and  give 

ou  a  buzz.  To  try  to  fill  their  excess 

xcwing  capacity,  a  number  of  foreign 
brewers  have  launched  local  brands 
priced  at  less  than  half  that  of  their 
premium  labels,  but  they  are  still 
priced  above  the  local  stuff  and  arc 
parch  profitable. 
.    Explains  Seema's  Steinman:  "Chi- 

KSC  won't  pav  a  premium  for  foreign 
brands  on  an  everyday  basis.  They 
prink  it  for  special  occasions." 
|    In  more  affluent  cities,  such  as 
Shanghai,  Beck's  and  Carlsberg  both 

lashed  prices  this  year.  "In  Shanghai, 

breign  beer  as  a  category  is  doing 
[veil,  but  they're  cutting  the  pie  into 
luch  small  slivers  that  no  one  makes 
money,"  explains  Coors  Brewing's 
Mansfield. 
I    Price  is  just  part  of  the  problem. 


"We  saw  everything  in  too- 
rosy  terms. . . .  The  cost  of 
trying  to  get  market  share 
is  horrendously  expensive 
for  a  narrow  market." 


Constructing  a  nationwide  net- 
work of  wholesalers  is  a  nightmare. 
Foreign  investments  are  still  barred 
from  wholesaling  in  China,  so 
brewers  have  to  choose  mainly 
between  bureaucratic  state-owned 
enterprises  and  undercapitalized 
mom-and-pop  distributors.  Collect- 
ing accounts  receivable  is  another 
headache,  and  the  storage  and 
handling  of  their  beer  is  a  nightmare. 

There's  little  brand  loyalty  among 
distributors,  or  pub  or  restaurant 
owners.  They  play  the  foreigners 
off  against  each  other,  accepting 
the  beer- promotion  girls  and  trade 
discounts,  but  featuring  one  brand 
this  week  and  another  next  week. 
"You  give  away  a  fridge,"  grumbles 


a  European  brewer,  "Maybe 
you'll  find  your  competitor's  beer  in 
it,  or  the  fellow  takes  it  home." 

This  doesn't  mean  the  foreigners 
were  wrong  to  pay  attention  to 
China.  But  they  underestimated  the 
problems  and  expected  too  much 
too  soon.  "The  guys  who  hang  in 
there  will  make  a  lot  of  money,"  pre- 
dicts Coors'  Mansfield.  Anheuser- 
Busch  should  be  one  of  the  winners. 
This  year  the  $10  billion  (sales)  beer 
giant  doubled  capacity  at  its  brewery 
in  Wuhan,  central  China,  bringing 
its  investment  in  the  country  to 
$150  million.  Budweiser  is  investing 
in  operating  temperature-controlled 
warehouses  and  building  distribu- 
tion brick  by  brick.  And  it  is 
prepared  to  keep  losing  money  for  a 
long  time. 

Philip  Davis,  managing  director 
of  Anheuser-Busch  Asia,  thinks  it 
may  be  three  to  five  years  before 
margins  fatten.  "We  don't  expect 
profits  in  the  near  term,"  he  says, 
"but  Anheuser-Busch  believes  in  the 
future  of  this  market."  ■■ 
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At  Cincinnati  Insurance,  it's  ihc  little  things,  done  over  and  over, 
that  add  up  to  big  value  for  everyone.  Things  like  prompt,  fair 
claim  service  confirmed  time  after  time  in  independent  surveys  of 
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There  are  worrisome  signs  of  lax  accounting 
standards  among  consumer  loan  companies 


Plastic 
profits 


By  Bernard  Condon 

It's  hard  to  find  an  analyst  who 
doesn't  have  good  things  to  say 
about  Associates  First  Capital.  Since 
it  was  spun  off  from  Ford  nearly 
three  years  ago,  profits  at  the  con- 
sumer finance  giant  have  increased 
20%  annually.  Its  stock  has  doubled. 
When  Associates  recently  announced 
plans  for  its  biggest  acquisition  to 
date — $3.9  billion  for  Avco  Finan- 
cial— analysts  dragged  out  their 
superlatives:  "synergy,"  "accretive," 
"strategic  fit." 
They  should  have  added  "scary." 
Associates  will  pay  through  the 
nose  to  get  Avco — as  much  as  three 
times  book  value. 

Paying  over  book  means  Associates 
must  amortize  the  resulting  "good- 
will" that  appears  on  its  balance 
sheet.  But  look  at  the  terms:  Associ- 
ates plans  to  write  it  off  over  34  years. 
In  short  that  goodwill  won't  be  off 
its  books  until  2033.  "We  don't  even 


Goodwill  games 


know  if  many  fixed 
assets  like  buildings  will 
be  around  in  34  years, 
much  less  the  Avco  brand  and  its 
borrowers,"  says  Yogesh  Borkar,  a 
banking  analyst  at  money  manager 
ValueQuest/TA.  "Half  that  time  is 
still  long  but  might  be  justifiable." 

Associates  says  the  amortization 
period  isn't  unreasonable.  Maybe  so, 
but  it  means  that  Associates  will  for 
many  years  be  carrying  a  very  dubi- 
ous asset  on  its  balance  sheet:  an 


Company 


Acquisition         Goodwill       Years        Suggested        Savings  Boost 

(type  of  asset)        ($mil)      amortized       years*        per  sharet 


Associates  First 

Avco 
(unsecured  loans) 

$2,100 

34 

15     15  cents  out  of  $4.10    4% 

Fleet  Financial 

Advanta 
(credit  cards) 

450 

15 

5    2  cents  out  of  68  cents     3 

Household  International 

TransAmenca 
(home  equity  loans) 

750 

25 

5   8  cents  out  of  49  cents*   16 

MBNA 


various 
(credit  cards) 


399 


5     1  cent  out  of  21  cents     5 


*Estimates  based  on  assumed  life  of  loans  when  secuntizmg  and  on  customer  attrition  rates.  tQuarter  ended 
June  except  for  Associates,  which  uses  1999  earnings  estimates,  and  Fleet,  which  uses  quarter  ended  Septem- 
ber. tEPS  before  one-time  charges.  Sources:  Mitchell-Madison  Group;  PaineWebber;  ValueQuest/TA. 


asset  acquired  at  a  h 

price  during  a  huge  boom  in  conj 
sumer  lending  when  losses  are  lo\j 
and  the  lending  spreads  high  foj 
quality  risks  like  Associates. 

We're  not  just  nit-picking.  Ana| 
lysts  estimate  that  Associates  wi 
earn  $4.10  next  year.  If  it  were  t'| 
write  that  Avco  goodwill  off  in  1 
years  instead  of  34,  it  would  sho\| 
just  $3.95  a  share.  In  that  case,  thai 
nice  upward  sloping  growth  curvf 
wouldn't  look  as  good. 

An  argument  for  paying  the  prel 
mium  prices  that  create  goodwill  i 
that  when  you  buy  another  credi 
company  you  are  acquiring  a  valuabl 
roster  of  customers.  But  how  man 
customers  will  stay  with  the  sam| 
lender  for  34  years? 

Customers  are  restless.  Many  ref  | 
nance  unsecured  loans  and  horn 
equity  loans — a  big  business  fc 
Associates — every  time  Ala 
Greenspan  lowers  the  discount  rate 
and  they  often  switch  banks  whe 
they  do.  The  average  credit  car 
company,  thanks  to  all  those  dire( 
mail  teaser  offers  and  other  promc  | 
tions,  loses  about  14%  of  its  cu; 
tomers  each  year. 

Industry  response?  We  aren't  ju:  I 
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Who  wouldn't  want  a  wireless  phone? 

Buy  now  and  get  a  $50  check*  in  the 
mail  good  for  airtime. 

A  special  gift  for  a  special  person — and  RadioShack  makes  it  so  easy  to  give.  Our 
wireless  experts  will  help  you  select  the  calling  plan  and  phone  best  for  her.  Plus, 
we'll  mail  you  a  $50  check  for  airtime,  made  out  to  the  cellular  carrier,  when  you 
choose  from  a  selection  of  Nokia  phones*  This  Christmas,  give  her  the  conven- 
ience and  security  of  wireless. 
For  our  store  near  you,  call  1 -800-TH E-S HACK  (843-7422). 

Visit  us  at  www.radioshack.com 


"Customer  must  mail  in  form.  Not  valid  on  prepaid 
activations.  Offer  ends  12/31/98. 


RadioShack. 

\bu've  got  questions. 
We've  got  answers.® 


buying  loans  but  businesses,  com- 
plete with  brand  names  and  cus- 
tomer relationships.  Yet  just  a 
few  months  after  Fleet  Financial 
bought  Advanta's  credit  card  opera- 
tions in  January,  it  dumped  the 
Advanta  name. 

There  are,  moreover,  plentiful 
signs  that  the  great  American  con- 
sumer is  just  about  tapped  out  on 
borrowing.  Americans'  installment 
debt  stands  at  an  alltime  high  of  18% 
of  personal  income. 

There  are  other  signs  of  excess  in 
the  consumer  lending  business. 

MBNA  has  been  buying  lots  of  small 
credit  card  portfolios  and  affinity 
card  businesses  this  year.  In  doing  so 
it  has  let  its  leverage  ratio — managed 
assets  to  capital — rise  to  $28  to  $1 
from  $25,  prompting  Standard  & 
Poor's  to  downgrade  the  company  to 
a  negative  outlook. 

Not  long  after,  Associates  sold  a 
$1  billion  offering  of  20-year  bonds 
at  161  basis  points  above  U.S.  Trea- 
surys.  As  recently  as  six  months  ago 
companies  were  selling  bonds  for  just 
80  basis  points  above  Treasurys. 
Remember,  these  moneylenders 
make  their  money  on  the  spread 
between  what  they  pay  to  borrow 
money  and  what  the  retail  borrowers 
pay  them.  A  big  increase  in  interest 
costs  is  the  equivalent  of  a  big 
increase  in  raw  material  costs  for  a 
manufacturing  company. 

Charles  Peabody  of  Mitchell  Secu- 
rities has  been  warning  that  profits  at 
America's  lenders  are  not  nearly  as 
robust  as  they  have  seemed  for  more 
than  two  years  now.  He  blames,  in 
part,  the  accounting  flexibility  that 
comes  with  lots  of  acquisitions, 
including  assigning  too  much  good- 
will to  a  purchase  price  and  then 
spreading  it  out  too  long.  The  mis- 
matching of  revenues  and  costs  that 
results,  he  says,  has  a  long  and  sorry 
history. 

"The  s&ls  used  to  do  this  in  the 
early  Eighties  to  give  the  impression 
of  higher  earnings,"  he  says,  "and  it's 
one  of  the  things  that  led  to  their 
debacle." 

Maybe  we're  just  fuddy-duddies  in 
worrying  over  such  things.  Still,  at 
times  like  this  we'd  prefer  to  see 
stricter  accounting  standards,  not 
laxer  standards.  ■ 
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Most  executives  spend  their  careers  trying  to 
make  their  companies  grow.  Alton  Brann  has 
spent  much  of  his  career  making  his  company 
shrink— and  that  ain't  bad  in  this  case. 

The  incredible 

shrinking 

company 


By  Seth  Lubove 


Unova  Chairman  and  CEO  Alton  Brann 
Headquarters,  too,  is  on  the  block. 


To  find  the  NATION'S  largest  remain- 
ing machine  tool  maker,  head  not  to 
some  dreary  old  northeastern  or  mid- 
western  town  but  to  Beverly  Hills, 
Calif.  Here  among  the  palm  trees  and 
pedigreed  poodles  you'll  find  the 


plantation-style  headquarters — com 
plete  widi  a  spiral  staircase  and  ornat 
fountains — of  Unova  Inc.,  expectei 
1998  revenues  of  $1.7  billion. 

What's  a  machine  tool  company! 
whose  factories  are  far  away  in  Michi 
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HOW  DO  YOU  PREPARE  NATURAL  GAS 
>R  A  LONG  JOURNEY  TO  SOME  COLD,  REMOTE  LOCATION? 

Chill  it,  of  course. 


)elivering  vast  quantities  of  natural  gas  over  great 
listances  gets  to  be  not  only  logistically  difficult, 
»ut  expensive.  So  Phillips  Petroleum  developed  a 
Proprietary  means  of  producing  liquefied  natural 
as,  a  process  that  chills  the  gas,  shrinking  it  over 
fOO  times,  turning  it  into  a  liquid  form  that  is 


economically  feasible  to  transport.  Phillips  licenses 
this  unique  process  to  develop  remote  sources  of 
natural  gas  around  the  world.  Its  a  valuable  tech- 
nology and  another  prime  example  of  what  it 
means  to  be  The  Performance  Company.  <jM!i% 

PHILLIPS  PETROLEUM  COMPANY  & 


or  a  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  74004, 

or  visit  us  at  www.phillips66.com. 


ADJUST  ATTITUDES. 

MOTIVATE 
THE  TROOPS. 

CHARGE  THEIR 

ENTREPRENEURIAL 

SPIRIT. 


Here's  a  tip  to  keep  your  employees 
in  top  form:  More  than  10,000 
companies  in  the  United  States  have 
discovered  that  professionally  flown, 
turbine-powered  business  aircraft 
actually  can  change  the  way 
employees  think  and  act. 

Suddenly,  markets  once  thought 
distant  and  difficult  to  reach 
are  open  and  accessible. 

The  inexpensive  land  and  reliable 
labor  of  Rural  America  becomes  just 
a  short  hop  away,  cutting  production 
and  transportation  costs. 


And  travel  time,  once  chalked  up 
by  companies  as  necessarily  lost 
in  the  ordinary  course  of  business 
now  ranks  among  the  most 
productive  of  the  day.  a  benefit 
of  the  uninterrupted  (and 
confidential)  conference  or  study 
time  available  enroute  on  busines:  | 
aircraft  -  an  office  that  moves. 

Customer  service,  even  emergencl 
customer  service,  takes  on  an  eas]  | 
instantaneous  quality.  Customers 
really  notice  and  appreciate  your  I 
commitment,  which  shows  up  on  j 
your  next  quarterly  report. 


*H 


CHANGE 

YOUR 

CORPORATE 

CULTURE 


And  whether  old  or  new,  customers 
practically  leap  at  the  chance  to  visit 
when  yon  offer  to  pick  them  up 
in  the  morning  and  return  them 
home  the  same  day. 

Of  course,  employee  time  saved  by 
flying  nonstop  often  fully  offsets  the 
cost  of  getting  there  vis-a-vis  less 
efficient  ways  of  travel.  And  when 
you  add  the  value  of  employee  time 
saved,  productivity  gains  enroute, 
overnight  stays  eliminated,  and  family 
time  restored,  you'll  discover  that 
travel  by  business  aircraft  often  is  less 
expensive  than  the  alternatives. 
Yes,  less  expensive. 


For  all  these  routine  reasons  and 
more,  business  aircraft  have  been 
energizing  corporate  cultures  and 
bottom  lines  for  more  than  70  years. 

In  fact,  today  the  vast  majority  of  the 
most  productive  and  profitable  com- 
panies see  business  aircraft  as  simply 
an  ordinary  business  travel  option 
useful  to  maximize  their  two  most 
important  assets  -  people  and  time. 

You  can  too.  To  find  out  how,  just 
call  (800)  9-AVIATE  or  visit  us 
on  the  Web  at  www.nbaa.org/why. 
After  all,  attitude  adjustment  has  to 
start  with  someone.  Why  not  you? 


gan  and  Ohio,  doing 
amidst  all  this  entertain- 
ment and  luxury  shop- 
ping glitz?  Unova  is  a 
remnant  of  once-mighty 
Litton  Industries,  whose 
late  honcho,  Charles 
(Tex)  Thornton,  picked 
the  Beverly  Hills  land- 
mark— it  had  housed 
the  forerunner  of  Uni- 
versal Pictures — for  his 
headquarters. 

But  Thornton  died  in 
1986  and  conglomer- 
ates went  out  of  style. 
Once  a  $5.7  billion 
outfit,  chiefly  in  defense 
and  with  high-tech  pre- 
tensions, Litton  has 
been  shrinking  for 
years.  In  1994  it  spun 
off  its  oil  services, 
machine  tools  and  other 
nondefense  businesses 
into  a  new  company, 
Western  Atlas  Inc.  The 
spinoff  got  the  fancy 
headquarters  and  it  got 
the  Litton  chief  execu- 
tive, Alton  Brann,  a  20- 
year  Litton  veteran 
through  the  ranks. 

After  a  while  it  appeared  that  Wall 
Street  didn't  think  much  of  what  still 
looked  to  it  like  a  conglomerate. "So 
we  decided  to  let  them  [oilfield  ser- 
vices] have  their  own  life,"  Brann  says. 
Working  as  usual  without  the  assistance 
of  investment  bankers,  Brann  split  the 
company  down  the  middle  last  fall  to 
form  two  new  companies:  Unova  and 
Western  Atlas,  which  got  the  oilfield 
businesses.  Brann  decided  to  go  with 
Unova  and  keep  that  fancy  headquar- 
ters building. 

Brann's  instincts  were  right.  His 
pieces  were  worth  more  than  the 
whole.  Baker  Hughes  bought  the  oil- 
field business  for  $4.8  billion,  which 
was  more  than  the  combined  compa- 
ny had  been  worth  at  the  time  of  the 
Western  Adas  split  from  Litton. 

In  all,  Litton  shareholders  made 
out  quite  well.  Their  shares  fetched 
just  $47.25  in  1993.  Today,  as  pieces 
of  three  different  companies,  those 
shares  would  be  worth  $136.92 

Working  in  the  same  wood-pan- 
eled, antique -lined  corner  office  once 


"Industrial  automation"  at  Cincinnati  Milacron 

Tex  Thornton's  heirs  still  know  how  to  buy  as  well  as  sell 


who     rose 


occupied  by  legendary  Hollywood 
agent  Jules  Stein,  Brann  talks  of  his 
plans  to  expand  Unova  into  what  he 
likes  to  refer  to  as  industrial  automa- 
tion, or  machine  tools,  and  a  data  sys- 
tems business.  He  recently  closed  a 
deal  to  acquire  Cincinnati  Milacron's 
venerable  machine  tools  business  for 
$180  million.  That  will  bring  to  $1.4 
billion  (fiscal  1999  sales)  Unova's 
portfolio  of  machine  tool  companies. 
They  make  the  machines  that  make 
everything  from  Boeing  wing  assem- 
blies to  car  bodies  and  diesel  trucks. 

Once  an  American  stronghold,  the 
machine  tool  industry  is  today  dom- 
inated by  German  and  Japanese  com- 
panies, but  Unova  is  keeping  the  U.S. 
flag  flying:  It  is  now  the  world's 
third-biggest  machine  tool  maker 
after  Germany's  Thyssen  and  Japan's 
Yamazaki  Mazak.  Unova  is  even 
making  money  in  the  business,  with 
operating  margins  of  almost  12%. 

The  other  side  of  Unova,  the  data- 
systems  business,  plays  off  Unova's  fac- 
tory bar  code  scanners,  printers  and 
handheld  mobile  computers.  Acquired 
last  \ ear  from  IBM  was  the  business  of 


making     bar     codtl 
chips    that    can    bt| 
implanted  and  reac 
from  a  distance;  the 
gadgets    use    radic 
waves,    rather   tha 
lasers,  and  can  be  re[ 
coded  to  incorporat(| 
new    inventory    on 
track  data.  The  chips] 
if  they  become  cheap 
enough,    could    bt 
used  by  airlines  tc| 
track  baggage,  or  ii 
big    sorting    opera) 
tions        such 
overnight     deliven 
companies  that  novl 
have  people  manually 
flip  every  package  scJ 
that  the   bar  codej 
can  be  scanned. 

Don't  be  surl 
prised  if  Brann  doeJ 
some  more  splitting! 
There's  really  little  ii 
common  between! 
machine  tools  anal 
bar  code  chips.  The^ 
use  different  saleJ 
channels  and  ard 
bought  by  different  customers.  "Th<i 
nice  thing  about  our  businesses,"  h<| 
hints,  "is  they  not  only  have  standi 
alone  value,  but  they're  also  valuablij 
to  other  companies." 

Perhaps  anticipating  further  shrink^ 
age  he's  put  the  valuable  headquarj 
ters  building  up  for  sale.  It  mighj 
have  been  a  suitable  monument  for  i 
grandiose  conglomerate.  An  anonyl 
mous  office  building  with  a  quartej 
of  the  space  in  the  San  Fernanda 
Valley  is  more  suitable  for  a  smallisll 
industrial  outfit. 

Some  execs  wheel  and  deal  to  mak 
their  companies  bigger.  Brann's  fate  i  | 
to  make  his  smaller  and  smaller.  Lateh 
he  says,  his  wife  has  been  chicling  hin 
about  that.  "Doesn't  [GE's]  JacH 
Welch  make  more  money  than  you? 
she  asked  him  at  breakfast  recently  | 
"Yeah,"  Brann  shrugged,  "he  runs 
bigger  company." 

"So  why  do  you  keep  splitting  of  | 
into      smaller      companies?"      sh 
demanded.  Brann  just  chuckles.  Yes 
GE's  stock  has  appreciated  318%  ii| 
the  past  five  years,  but  his  is  u 
almost  200%,  and  that  ain't  bad.   ■ 
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"ARAMARK  focuses  on  saving 
us  time  and  money,  so  we 
can  focus  on  saving  lives." 


m. 


UuiiieSura  I  ox,  ARAMARK 
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ARAMARK 

Managed  Services,  Managed  Better. 


TTTTTf 

Unlimited  Partnership  with: 

American  Medical  Response 


Since: 

1997 

Managed  Services: 

A  total  uniform  rental  and 

purchase  program  for  20,000 

EMTs,  2,000  Mechanics 

Value  Created: 

Over$l  million 
in  first  year  savings 

T.C.  Dowden, 

Director  of  National  Purchasing 

and  Material  Management: 

"Sharper,  cleaner  uniforms. 
Deeper,  better  managed  inventory. 
Faster  turnaround.  Huge  savings. 
ARAMARK  manages  like  theyre 

in  the  emergency  business." 

Melanie  Sara  Fox, 

National  Account  Manager, 

ARAMARK: 

"We  analyzed  all  166  AMR  locations. 

The  requirements  for  over  200,000 

individual  transactions,  more  than 
400,000  different  garments.  Then  we 

showed  T.C.  a  way  to  manage  it  all 
better,  faster,  cheaper  -  saving  them 

over$l  million  the  first  year  alone." 

To  learn  more  about  other 

Unlimited  Partnerships  visit  our 

website  at  www.aramark.com 

or  call  1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 
Business,  Government,  Healthcare, 

Sports  and  Entertainment, 

and  Educational  Institutions  include: 

Food  and  Facility  Management, 

Uniform  and  Career  Apparel, 

Child  Care  and  Elementary  Education. 
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For  the  cost  of  a  used  car,  two  unknowns  proved  that  digital  cinema  is  here. 

Sam  Goldwyn  on  $900 


By  Michelle  Conlin 

Francis  Ford  Coppola  once  said 
there  would  come  a  day  when  some 
litde  fat  girl  from  Ohio  could  borrow 
her  dad's  camcorder  and  become  the 
next  Mozart  of  moviemaking. 

The  day  has  arrived.  Only  the  fat 
girl  is  two  young  male  nobodies  from 
rural  Pennsylvania,  whose  debut  fea- 
ture, The  Last  Broadcast,  is  making 
cinematic  history.  The  90-minute 
murder  mystery  was  shot  on  bor- 
rowed digital  cameras  costing  as  litde 
as  $1,000  and  edited  in  a  farmhouse 
with  off-the-shelf  Adobe  software  and 
a  166-megahertz  PC.  The  movie  is  the 
first  digital  picture  to  be  released 
nationally  via  satellite,  thereby  com- 
pletely bypassing  both 
the  crippling  costs  of 
conventional  film  and 
Hollywood's  mighty 
distribution  machine. 

The  beginning  of  the 
digital  cinema  revolu- 
tion? The  Last  Broad- 
casfs  producers,  lanky 
Lance  Weiler,  28,  and 
his  goateed  partner 
Stefan  Avalos,  30,  think 
so.  The  two  gonzo 
filmmakers  made  their 
movie  for  $900.  The 
film,  which  played  in 
art  houses  in  cities  such 
as  Philadelphia,  Minne- 
apolis and  Portland, 
Ore.,  has  grossed 
$18,000  so  far. 

There  have  been  H^M 
ultra-  low-  budget 
winners  before — notably,  1994's 
Clerks.  But  even  that  cult  film  con- 
sumed a  fair  amount  of  cosdy  celluloid. 
Weiler  and  Avalos  figure  they  would 
have  spent  $200,000  for  16mm. 

The  young  producers  got  some 
help.  Satellites  and  digital  projectors 
for  The  Last  Broadcast's  Oct.  23  pre- 
miere were  lent  at  no  charge  by  Loral's 
Cyberstar,  Digital  Projection  Inc.  and 
Texas  Instruments.  The  movie  was 
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encoded,  beamed  to  a  satellite  22,300 
miles  up,  bounced  back  to  dishes  atop 
the  theaters,  piped  into  a  Windows 
server  and  then  shown  on  digital  pro- 
jectors featuring  Texas  Instruments' 
Digital  Light  Processing. 

The  Last  Broadcast  wasn't  just  a 
technological  feat.  Beating  out  movies 
made  for  $1  million  on  35mm,  it  won 
a  silver  jury  prize  for  best  feature  from 
the  Chicago  Underground  Film  Festi- 
val and  got  3^  stars  out  of  four  from 
the  Philadelphia  Inquirer's  movie 
critic,  Steven  Rea.  "Filmmakers  don't 
need  to  be  financiers  anymore,"  says 
Peter  Broderick  of  Next  Wave  Films. 

Digital  filming  and  projection  have 


The  Last  Broadcast  budget 

Production 

DV  tape  stock  20  @  $12 

23  VHS  tapes 

8mm  tapes  4@$8 

Set  design 

Food 

Gas  and  travel 

Audiotapes 

Miscellaneous  production  expense; 

$240.00 
25.00 
32.00 
81.57 
155.00 
90.00 
6.75 
50.00 

Postproduction 

Editing  done  on  team's  desktop 
Beta  tapes  for  mastering 
Beta  deck  (donated) 
Publicity  materials 

0.00 
120.00 

0.00 
99.68 

GRAND  TOTAL 

$900.00 

Producers  Stefan  Avalos,  Esther  Robinson  and  Lance  Weiler 


long  been  considered  subpar  in  Hol- 
lywood. The  dimensionless,  muted 
images  couldn't  rival  film's  lush  tex- 
tures and  crisp  contrasts.  But  better 
cameras  and  new  video  projection  sys- 
tems like  the  ones  used  by  Weiler  and 
Avalos  are  now  beginning  to  boast 
images  diat  some  say  rival  those  of  tra- 
ditional 35mm  film.  Digital's  bargain- 
basement  costs  have  made  prominent 
filmmakers  like  Henry  Fool  director 


Hal  Hartley  and  Breaking  the  Wave. 
director  Lars  von  Trier  use  the  tech 
nology.  Two  recent  hits,  Thomas  Vin ; 
terberg's  The  Celebration  and  Benne 
Miller's  The  Cruise,  were  both  shot  or 
digital  cameras  and  then  transferred  to 
35mm  prints  for  wide-scale  release. 

This  is  just  the  beginning.  Georg 
Lucas  is  hoping  to  film  the  next  two 
installments  of  Star  Wars  using  digita 
cameras.  The  Sundance  Film  Festival  i' 
considering  a  digital  category  for  it: 
program  in  2000.  Already  a  new  festii 
val  called  ResFest  is  devoted  to  digita 
movies.  And,  at  its  annual  conferenct 
last  month,  the  National  Association  o< 
Movie  Theater  Owners  discussec 
digital  projectors. 

The  savings  won 
stop  with  the  filmmak 
ing.  Distributors  spenci 
millions  striking  filn 
prints  of  a  would- b 
blockbuster  to  ship  1 
theaters.  A  digital  transi 
mission  via  satellit< 
would  cost  arounc 
$150,000.  Byoneesti 
mate,  Hollywood's  an 
nual  film  costs  of  mon 
than  $400  million  fo 
100  movies  would  bi 
about  $14  million  ii 
digital  form. 

Don't  look  for  any  o 
this  to  happen  overnight 
Digital  projectors  are  pro 
hibitively  expensive  an< 
dieater  owners  have  a  lo 
invested  in  100-year-ol< 
technology.  But  prices  are  falling  last. 
Who  needs  theaters  anyway?  Weile 
and  Avalos  have  signed  a  deal  wit! 
die  Independent  Film  Channel  to  dis 
tribute  their  movie  through  its  Broad 
band  service  over  the  Internet  an< 
through  cable  modems  to  customer! 
homes.  Says  Weiler,  "Everyone  sai< 
we  couldn't  do  it.  Now  everyone  ii 
Hollywood's  calling  to  ask  us  how  w 
did  it."  ■ 
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a  special  advertising  section 


INDUSTRY 


Electric  utilities  may  be  the  market  opportunity 
off  the  year.  The  stability  or  upturn  in  electricity  stocks  as 
the  market  has  had  its  ups  and  downs  has  given  investors  rea- 
son to  take  notice.  Major  Mid-Atlantic  and  Midwest 
states  —  including  Pennsylvania,  New  York,  New  Jersey  and 
Illinois  —  are  well  on  their  way  to  deregulation.  New  ventures 
have  a  high-tech  and  entrepreneurial  focus  that  proves 
utilities  are  able  to  think  out  of  the  box.  Here's  what  you  need 
to  know  to  seize  the  opportunity  now.  


hemispherelnc. 


Advertisement       REVOLUTION    In  the  Power  Industry 
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ith  the  steady  movement 
toward  deregulation,  utilities  are  searching 
for  innovative  ways  to  compete,  including 
employing  new  technology  to  enhance 
customer  service  and  loyalty.  In  turn,  ana- 
lysts are  confident  that  utilities  that  are 
successful  at  attracting  and  keeping  cus- 
tomers will  be  rewarded  with  strengthened 
stock  prices. 

New  Services 

for  the  New  Market 

In  Pennsylvania,  many  analysts  predict 
that  deregulation  —  which  commences  on 
January  1,  1999  —  will  have  its  first  true  test 
due  to  two  factors:  a  more  level  playing  field 
for  "outside"  competitors  and  more  incen- 
tive for  both  businesses  and  consumers  to 
shop  for  the  best  electricity  rates  and  other 
energy  services. 

Exelon,  a  PECO  Energy  Enterprise 
(headquartered  in  Philadelphia),  was  set  up 
in  June  1998  with  a  diverse  portfolio  of 
products  and  services  to  address  key  energy 
markets  in  Pennsylvania  and  across  the 
country.  Greg  Cucchi,  president  of  Exelon, 
says  that  the  venture  company  identified 
PECO's  strongest  competencies  that  could 
be  transferred  to  a  deregulated  market. 

CONTROLLING 
CLEANUP  COSTS 


THE  STOCK  MARKET 
IS  GYRATING, 

BUT  UTILITY  STOCKS  ARE! 
THE  SMARTEST  GAME  IN 
TOWN.  INVESTMENT  PRO! 
PROVIDE  THEIR  PICKS  AT 
WWW.HEMNET.COM 


"We  recognized  that  we  do  infrastruc- 
ture well,  and  we  do  energy  well,"  says 
Cucchi.  "And  these  are  the  things  we  are 
going  to  focus  on  in  the  deregulated  mar- 
kets. We've  taken  the  infrastructure  skills 
that  we  have  honed  to  world-class  level  on 
the  nuclear  side  of  our  business  and  the 
energy  skills  that  we  have  as  one  of  the 
nation's  largest  wholesale  power  marketers. 
The  goal  is  to  take  those  skills  and  apply 
them  to  the  emerging  energy  markets." 

Among  its  other  lines  of  business  — 
energy  services,  communications,  man- 
agement,   consulting    and    infrastructure 


As  more  power  companies  seek  to  buy  and  sell  generating  assets  in 
preparation  for  deregulation,  uncertain  cleanup  costs  can  stall  a  deal. 
"One  off  the  issues  in  selling  or  buying  industrial  facilities  is  whether 
or  not  those  sites  are  contaminated  and  how  you  deal  with  that  con- 
tamination," says  Joseph  L.  Boren,  president,  AIG  Environmental,  a 
division  off  American  International  Companies. 

As  facilities  are  being  auctioned  off,  says  Boren,  they're  often  being 
auctioned  off  "as  Is,"  without  cleanup  taking  place  in  advance.  "Our 
conversations  with  the  potential  buyers  are  about  how  to  protect 
themselves  In  that  regard,"  adds  Boren. 

With  the  approach  of  competitive  pricing,  utilities  are  more  interested 
in  cleaning  up  their  sites  quickly  and  controlling  cleanup  costs, 
because  their  competitors  who  dont  have  environmental  costs  will  be 
able  to  be  more  aggressive  in  pricing.  Shareholders  are  also  zeroing 
In  on  these  issues,  as  analysts  are  carefully  scrutinizing  environmen- 
tal liabilities  on  power  companies'  balance  sheets. 

To  help  decrease  the  risk  that  might  stall  deals  involving  generating 
assets,  companies  are  purchasing  environmental  insurance  products. 
AIQ  Environmental's  Pollution  Legal  Liability  Select,  for  example,  pro- 
tects a  buyer  of  assets  against  unknown  pollution  conditions  that 
may  arise  from  ownership  or  operation  of  a  new  facility. 


services  —  Exelon  Energy  is  the  retail  el 
gy  supplier  that  will  provide  competitil 
priced  electricity  and  natural  gas  to 
tomers  in  several  states  with  deregull 
retail  energy  markets.  Scon  Brown, 
president,  industrial  and  commercial  i 
vices  for  Exelon  Energy,  says  the  decil 
regarding  which  energy  company  to  chll 
under  deregulation  has  become  a  (I 
senior-management-level  issue. 

"For  years,  it  was  a  facilities  manj 
who  had  to  worry  about  these  issues," 
Brown.  "Now  that  there  is  a  competl 
choice  to  be  made,  the  CFO  is  very  invcl 
in  wanting  to  know  how  to  best  make  tl 
purchase  decisions.  This  has  a  lot  to  do 
the  bottom  line." 

Key  to  making  these  tough  decisioj 
the  understanding  that  a  particular  enj 
provider  will  offer  value,  not  just  the 
price,  adds  Brown.  "Value  means  difrci 
things  to  different  customers,"  he  expll 
"For  some,  it  is  a  guaranteed  fixed  pricl 
knowing  that  their  rates  are  going  to  reil 
the  same.  Value  for  someone  else  is  the  I 
ty  to  connect  to  the  Internet  24  hours  a 
seven  days  a  week,  to  get  information 
they  can  use  in  their  business.  To  som 
else,  it's  the  way  the  bill  is  presented," 
daily  for  multisite  businesses  that  wail 
compare  usage  across  locations  and  ge 
best  total  price. 

Another  Exelon  line  of  businel 
Infrastructure  Services,  which  provide 
vices  to  companies  with  large,  distrib 
infrastructures  —  like  gas  and  electric 
ties,  large  commercial  and  industrial 
ness  customers,   and   telecommunica  I 
and  cable  systems.  The  group  provide 
vices  including  management  outsour 
design  and  construction  of  networks 


The  greatest  riches 
r  children  can  inherit  are 

AIR    THAT'S    CLEAN    TO    BREATHE   AND 
WATER    THAT'S    SAFE   TCI    DRINK, 
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The  500,000  men  and  women  of  America's  Electric  Utility  Companies  take  gre 

pride  in  generating  electricity  more  cleanly  and  efficiently  than  ever  before. 

And  we're  furthering  partnerships  and  projects  that  promote  the  use  of  renewable 

energy.  To  learn  more  about  our  environmental  programs,  and  new  ways  you 

can  use  electricity  wisely,  visit  our  website  (www.eei.org/enviro/).  Together,  we 

can  make  our  children's  future  that  much  richer. 


America's  Electric  Utility  Companies 
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outdoor  lighting  programs. 

"We  are  the  service  provider  that  steps 
in  and  helps  utilities  manage  their  infra- 
structure," says  Dave  Turner,  vice  president 
of  Infrastructure  Services.  "Electric  utilities 
are  focusing  on  becoming  energy  providers. 
Cable  and  telephone  companies  are  becom- 
ing information  providers.  By  taking  the 
worry  out  of  designing,  constructing  and 
maintaining  the  pipes  and  wires,  the  com- 
pany can  focus  on  customers,  sales,  com- 
modity pricing  and  wholesale  purchasing," 
says  Turner.  "We  do  the  rest." 

The  Infrastructure  Services  division, 
like  all  of  Exelon's  businesses,  which  include 
a  communications  arm  and  a  procurement 
arm,  builds  on  the  company's  core  strengths. 

POWER 
PORTFOLIOS 


CHOICE 

MAY  BE  COMING 

TO  YOUR  STATE 

SOONER  THAN  YOU  THINK. 
A  COMPLETE  STATE- 
BY-STATE  DEREGULATION 
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"This  approach,"  says  Turner,  "will  earn  the 
confidence  of  Wall  Street." 

Concludes  Cucchi,  "Many  other  com- 
panies are  trying  to  be  all  things  to  all  peo- 
ple. At  Exelon,  we  focus  on  what  we  do  well 
and  offer  unique  value  that  stems  from  our 
core  competencies.  We  believe  this  approach 
offers  a  significant  advantage  that  the  market 
will  reward." 

An  Innovative  Mix 

Dynegy  Inc.  is  a  $13  billion  energy- 
marketing  services  company.  Its  strategy 
focuses  on  new  ways  of  doing  business  in 
response  to  new  market  opportunities. 
Dynegy's  businesses  include  natural  gas  and 
power  marketing  and  power  generation  as 


well  as  natural  gas  liquids  processing 
marketing.  Formerly  known  as  N'j 
Corporation,  Dynegy  was  renamed  in  J 
1998  to  reflect  the  company's  growth  fi 
its  beginnings  as  a  gas  marketer  intf 
dynamic,  full-service  energy  company. 

Chairman  and  Chief  Execi 
Officer  Chuck  Watson  explains  that  rl 
companies  aren't  waiting  for  deregulatiol 
be  fully  implemented  across  the  countr 
make  key  decisions  on  how  their  compa 
will  operate  in  the  new  market.  As  I 
power  markets  transform,  many  utilities 
choosing  to  spin  off  their  generating  a  J 
and  focus  on  transmission  and  distribut| 
Dynegy  has  chosen  to  focus  on  generatj 
as  well  as  becoming  a  leading  power  il 
keter.  "The  company's  energy  convergJ 
strategies  are  focused  on  marketing,  trail 
and  arbitrage  opportunities  involving  n? 
al  gas  and  power,  centered  around  the 
trol  and  optimization  of  Btu  convet 
capacity  with  the  wholesale  gas  and  pc 
business,"  says  Watson. 

Rather  than  enter  the  retail  mal 
directly,  Dynegy  has  forged  several  allial 
with  utilities  across  the  country.  Sepd 
nonregulated  entities  set  up  by  DynegJ 
these  regions  act  as  marketers  to  local  il 
customers.  "This  has  been  a  very  effec| 
low-cost  strategy  for  us,"  says  Wac 
Through  these  alliances,  Dynegy  is  the  J 
percent  wholesale  supplier;  as  these  mail 
open  up,  the  local  utilities  can  providel 


Compared  with  most  stocks,  electric  utilities  are  low  risk,  according  to  Kit  Konolige,  electric  utij 
analyst  at  Morgan  Stanley.  For  that  reason,  it  is  practical  to  purchase  utility  stocks  to  diversify  a  p 
folio.  Konolige  further  explains  that  fluctuations  in  the  economy  have  very  little  effect  on  the  salon 
electric  companies.  The  end  market  for  electricity  remains  very  stable  despite  market  ups  and  do\  i 
and  deregulation,  so  the  investment  risk  remains  low. 

Regarding  deregulation,  Konolige  says  the  worst  is  over  from  the  investment  perspective.  The  ini 
phases  of  deregulation  were  the  most  volatile  because  the  future  was  uncertain.  He  asserts,  "At  le 
now  investors  can  better  assess  what  the  risk  is;  therefore,  at  this  point,  it  is  logical  to  think 
stocks  reflect  that  risk  reasonably  well.  We  have  come 
through  the  most  indefinite  part  of  deregulation,  which 
was  the  threat  that  there  would  be  big  write-offs  in  the 
transition  period,  and  for  the  most  part  it  doesn't  look  like 
that's  going  to  happen." 
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The  trend  for  utilities  to  merge  will  continue  despite  the 
amount  of  time  It  takes  to  get  mergers  approved.  Konolige 
remarks,  "The  economics  are  compelling  that  there 
should  be  more  mergers.  In  addition,  there  is  a  lot  of  eco- 
nomic and  business  logic  involved  in  putting  together  the 
electric  and  gas  businesses,  both  commodity  sales  and 
delivery  services." 
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Just  What  You 
Need  to  Win  in 
the  Energy  Market 

ConneXt9  TransaXions""  supports 
the  business  processes  that  energy 
service  providers  rely  on  to  win  in 
the  competitive  energy  marketplace. 

Whether  you  need: 

•  front-office  functions  like  marketing, 
sales  and  customer  service 
•  middle-office  support  for  scheduling 

and  analyzing  usage  or 
•  back-office  bill  processing  and 
contract  administration 

the  TransaXions  suite  of  integrated, 

Internet-enabled  software  solutions 

provides  you  the  edge.  Run  these 

software  solutions  yourself  or  look 

to  us  for  the  results  you  need  via 

our  TransaXions  service  bureau. 


With  ConneXt  TransaXions,  design 
your  commodity  offer,  deliver  it,  bill 
for  it,  and  provide  the  value-added  services 
your  customers  want.  You  furnish  the  ideas. 
ConneXt  will  supply  the  tools. 

Start  winning  today  by  visiting  our  web  site 
or  giving  us  a  call. 


Marketing  TransaXions 

Campaigns  and  Customer  Service 

Billing  Transactions 

Bill  Calculation,  Printing,  and  Mailing 

Meter  TransaXions 


Data  Gathering  and  Warehousing 


Energy  Transitions 


Retail  Commodity  Management 


Customer  Transitions 


r 

©  1998  ConneXt,  Inc.  All  rights  reserved.  ConneXt  is  a  registered  trademark  and 
TransaXions  is  a  trademark  of  ConneXt,  Inc. 
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CONNEXT 

Connecting  Energy  Providers  to  Customers 

1-800-706-1976 
www.connext.com 


Advertisement REVOLUTION   in  the  Power  Industry 


retail  access  and  distribution. 

"The  credentials  that  will  make  com- 
panies successful  over  the  next  several  years 
are  pretty  fundamental,"  says  Watson.  "One 
is  a  national  presence  in  natural  gas  market- 
ing and  in  electricity  marketing.  That  mar- 
keting needs  to  be  combined  with  the  gen- 
eration capacity  and  knowledge  of  what's 
happening  within  the  region.  When  you 
take  those  together  and  then  add  innovative 
people,  commercial  acumen  and  risk-man- 
agement skills,  that's  the  whole  package.  I'm 
comfortable  that  Dynegy  has  put  these  cre- 
dentials in  place  over  the  last  several  years." 

Dynegy's  strategy  is  clearly  paying  off. 
Third-quarter  1998  earnings  per  share  were 
up  80  percent  from  the  same  period  last  year. 
Watson  says  this  confirms  Dynegy's  strategy 
to  "rebundle"  services  such  as  trading  and 
marketing  of  several  commodities,  as  well  as 
generation.  "Natural  gas  and  power  market- 
ing and  the  generation  business  form  the 
growth  engine  of  this  company,"  concludes 
Watson. 

The  Power  of 
Technology 

Dynegy's  subsidiary,  Nicor  Energy, 
L.L.C.,  is  just  one  of  the  energy  companies 
using  solutions  from  ConneXt,  a  software 
and  services  company  that  connects  energy 
providers  to  customers.  ConneXt's  software 
solutions  include  customer  information  sys- 
tems, distribution,  design  and  management 
tools  for  the  utilities,  and  business  solutions 
for  energy  providers  competing  in  the  dereg- 
ulated market.  ConneXt  products  are 
Internet-based,  most  using  a  standard,  easy- 
to-use  browser  interface. 

One  of  ConneXt's  latest  products, 
Energy  TransaXions,  is  intended  for  use  by 
natural  gas  retailers  competing  for  customers 
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INVESTORS? 

DISCOVER  NEW 
INVESTMENT 
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across  multiple  markets  and  jurisdictions. 
The  product  will  also  be  available  for  elec- 
tricity scheduled  early  next  year. 

Energy  TransaXions  allows  Nicor 
Energy  to  automate  its  physical  desk  opera- 
tions, which  removes  operational  constraints 
from  the  trading  desk  staff,  allowing  more 
time  to  focus  on  trading  opportunities 
closer  to  nomination  deadlines.  "The  retail 
market  is  much  more  complex  than  the 
wholesale  market,"  says  Kevin  M.  Stoffer, 
president  and  CEO  of  Nicor  Energy.  "As 
we  start  aggregating  hundreds  of  customers, 
we  need  a  solution  that  will  help  make  us 
manage  assets  in  this  highly  competitive 
environment." 

Nicor  also  uses  the  other  elements  of 
ConneXt's  TransaXions  suite,  including 
modules  for  billing,  monitoring  metering 
data  and  tying  together  both  customer  and 
prospect  data  with  sales,  marketing  and  call 
center  functions. 

ConneXt's  President  and  CEO  Robert 
Bismuth  notes  that  companies  like  Nicot  are 
turning  to  ConneXt  so  they  can  focus  on 
their  core  competencies.  "Nicor  is  directing 
its  capital  investment  to  things  that  are  more 
central  to  their  business  rather  than  generat- 
ing their  own  software.  In  addition,  they 
want  to  beat  the  rest  of  the  industry  in  terms 
of  software  excellence.  That's  the  capability 
we're  providing  to  them.  We  have  expert  soft- 
ware technologists  with  a  deep  knowledge  of 
the  energy  industry,  and  we're  constandy  re- 
engineering  our  products  to  use  the  latest 
and  best  technology." 

Stoffer  adds  that  Internet  presentation 
of  ConneXt's  data  ensures  a  high  level  of  ser- 
vice at  a  low  cost,  allowing  Nicor  to  offer 
customers  more  competitive  pricing. 

In  addition  to  the  TransaXions  pack- 
age,   ConneXt    has    recently    introduced 


the  latest  version  of  ConsumerLin) 
Customer  Information  System  that  foe 
on  customers  and  products,  departing  f 
the  industry's  traditional  meter-centric 
terns.  This  new  release  provides  call  ce 
operators  —  who  represent  the  firsts 
interface  with  the  customer  —  with  a  n 
of  information,  including  what  comma 
and  non-commodity  products  and  servii 
customer  has  purchased,  what  products: 
services  to  offer  based  on  recent  custcc 
activity,  and  information  about  whei 
meter  was  last  read  and  when  an  outage 
have  occurred. 

"ConsumerLinX's  customer-cet 
approach  is  intended  to  help  utilities  ace 
customers,  retain  customers  and  serve  i 
customers  much  better  in  the  competi 
deregulated  environment,"  says  Bismud 

Marketing 
Expertise 

ConneXt's  software  works  wit 
range  of  metering  technologies  incluc 
CellNet  Data  Systems'  wireless  mete 
technology,  which  provides  Netv 
Meter  Reading,  tamper  detection,  t 
reduction  and  distribution  automatio 
gives  utilities  greater  efficiency  and. 
ability  to  offer  products  and  serv 
never  before  available. 

CellNet  knows  that  customer  sei 
is  a  key  factor  in  deciding  which  utility  c 
pany  to  choose.  For  that  reason,  Celll 
network  makes  it  possible  for  an  ele 
company  to  monitor  power  usage 
charge  variable  prices  to  its  customers, 
result  of  the  ability  to  monitor  usage,  a 
ity  can,  in  turn,  guarantee  accurate  bi 
for  its  customers.  Says  Turner  White, 
president  and  regional  manager  of 
northeast  region,  "Because  of  the  natui 
electricity  as  a  commodity,  in  some  par 
the  country  you  could  have  huge  variat 
in  how  you  were  billed.  We  reduce  esti 
ed  bills  to  zero.  That  gives  customers  a  n 
bener  feeling  about  the  energy  company 
the  level  of  service  they  are  receiving." 

Another  benefit  of  monitoring  p 
usage  is  outage  detection.  Using  CellNet  i 
nology,  a  utility  can  determine  whether  o 
a  technician  trip  into  the  field  is  nece 
saving  the  utility  time  and  money.  In  add 
to  cost  savings,  the  utility  can  pre 
enhanced  customer  service  when  som 
calls  in  to  report  an  outage  but  is  really  ex 
encing  a  blown  fuse.  The  utility  has 
equipment  to  confirm  that  power  is  [ 
delivered  to  the  meter  and  can  then  coacl 
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No  matter  where  deregulation  takes  the  industry, 
Dynegy  will  be  a  driving  force. 


i 


At  Dynegy  we  influence  change.  We  always  have— even  when  we  began  as  a  gas  trading  company. 
When  a  redefined  gas  and  pipeline  industry  paved  the  way  for  opportunity,  we  anticipated  the  trend 
and  became  a  preeminent  force  in  natural  gas  marketing.  This  foresight  fuels  what  we  are  today  a 
$13  billion  energy  marketing  services  company—  with  businesses  that  include  power  and  natural  gas 
And  it's  what  we  will  rely  on  to  shape  the  future  and  navigate  the  changing  energy  marketplace 

We  have  the  knowledge,  the  expertise  and  the  asset  network  that  allows  us  to  respond  to  the 
challenges  of  the  deregulated  market  and  use  it  to  our  customers'  advantage.  We're  able  to  answer 
complex  needs  with  innovative,  flexible  energy  solutions.  Solutions  that  work  today  and  tomorrow 
Find  out  more  about  Dynegy  by  calling  1-800-922-2104  or  visiting  our  Web  site  at  www.dynegy.com 
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A  POWER  PARTNER 


Datapult  Reduces  Energy  Costs  For  Business 


by  Lynn  Morris; 


Competitive  companies  know  how  to 
wield  power  —  including  the  electrical 
power  required  to  make  their  businesses 
hum.  With  careful  management,  compa- 
nies can  avoid  wasteful  consumption  of 
electricity  and  other  resources,  and  rein  in 
expenditures  for  their  increasingly  com- 
plex operations. 

A  new  series  of  Internet-based  tools,  col- 
lectively known  as  Datapult ,,  can  help. 
Introduced  in  June  by  AEP  Communica- 
tions, Datapult  can  track  usage  of  electrici- 
ty, gas,  water,  steam  and  compressed  air  in 
15-minute  increments,  and  also  monitor 
temperature  for  a  single  facility  or  across  an 
entire  enterprise. 

"We've  made  it  affordable  to  gather  energy 
information   from   a   company's   existing 


made  savings  strategy  that 
enables  a  customer  to  control 
his  energy  bills." 

A  Case  of  Degrees 

Datapult  works  for  any 
commercial  or  industrial  com- 
pany, whether  its  operations 
are  confined  to  a  single  site  or 
comprise  a  nationwide  net- 
work of  factories  and  sales  out- 
lets. With  Datapult,  AEP  can 
help  companies  define  critical 
priorities  in  their  operations 
that  can  save  them  money  or 
boost  efficiency. 

AEP  analysts  can  also  look 
for  highly  detailed  trends  or 


"A  COMPANY  CAN  USE  DATAPULT  TO  IDENTIFY  WHEN,  HOW 
AND  WHERE  IT  USES  ENERGY,  AND  TO  ANALYZE  ITS  BIGGEST 
POTENTIAL  SAVINGS  OPPORTUNITIES." 

Peter  R.  Thomas,  Vice  President,  AEP  Communications 


utility  monitoring  systems,  and  we've 
developed  an  innovative  measurement 
device  to  track  any  customer  site,  process  or 
piece  of  equipment,"  says  Peter  R.  Thomas, 
vice  president  of  AEP  Communications,  a 
subsidiary  of  the  global  energy  company 
American  Electric  Power. 

The  energy  information  is  stored  in  a 
secure  Internet  site,  allowing  companies  to 
chart  their  overall  energy  usage,  down  to 
the  last  watt.  "A  company  can  use 
Datapult  to  identify  when,  how  and  where 
it  uses  energy,  and  to  analyze  its  biggest 
potential  savings  opportunities,"  says 
Thomas.  To  turn  energy  information  into 
a  management  strategy,  a  company  can 
perform  its  own  analysis  —  or  call  in 
AEP's  experts.  "AEP's  in-house  energy 
analysis   capabilities   can   create   a   tailor- 


anomalies  in  energy  usage  with  a  unique 
feature  called  the  Datapult  Information 
Sensor.  "This  enables  us  to  collect  the  pat- 
terns of  energy  use  to  know,  for  example, 
when  and  where  your  lights  or  air  condi- 
tioners are  operating  and  even  how  warm 
it  is  in  your  office,"  says  Thomas.  The 
Datapult  Information  Sensor,  for 
instance,  might  reveal  that  a  company  is 
consuming  too  much  energy  during  peak- 
rate  hours  when  electricity  costs  are  high- 
est; the  company  might  then  be  able  to 
reduce  costs  by  shifting  equipment  to  run 
during  off-peak  hours. 

Plugging  Into  Deregulation 

Datapult  also  gives  companies  a  valuable 
tool  for  navigating  the  coming  era  of 
energy  deregulation.   "Datapult  provides 


profiles  of  energy  usage  that  allow  comn 
nies  to  forecast  when  they  will  need  to  p 
chase  commodities  such  as  electricity, 
and    water,    and    in    what    quantititl 
explains  Thomas.  A  company  armed  wl 
that  information  will  be  in  a  prime  p<| 
tion  to  negotiate  better  prices  with  enej 
suppliers.  "Detailed  information  —  co 
plete  with  charts  and  graphs  supplied  I 
Datapult  —  can  be  used  to  advant 
when  shopping  for  electric  prices   irj 
deregulated  marketplace." 


For  more  information  on  how  Datapult™ 
help  your  business,  visit  American  Electric  Pou 
Web  site  at  www.aep.com/aatapult,  or  call 
free  1-877-DATAPULT. 
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INTRODUCING  DATAPULT.5" 

NOW,  THAT  ENERGY-SUCKING  COMPRESSOR  IN 

STORE  "138  CAN  RUN,  BUT  IT  CAN'T  HIDE. 


;  Nothing  escapes  Datapult,5M  the  new  portfolio  of  energy  information 
services  from  AEP.  That's  because  Datapult  lets  you  easily  monitor, 
,'gregate,  benchmark  and  analyze  your  company's  energy  use  by  business 
it.  region,  location,  process,  or  piece  of  equipment.  So  you  can  reduce 
ven  the  most  hard-to-find  costs.  Datapult.  Another  way  AEP  is  using 
ideas  to  improve  business.  Ideas  with  power* 
To  learn  more,  call  877-DATAPULT  or  visit  us  at  www.aep.com/datapult. 

Datapult'"  is  a  service  mark  of  AEP  Communications.  LLC. 
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customer  through  restoring  power  on  his 
own.  The  results  are  service  being  restored 
faster  for  the  customer  and  the  building  of  a 
trusting  relationship.  White  comments,  "It's 
much  more  expensive  for  any  company  to 
reacquire  a  customer  than  it  is  to  keep  him. 
CellNet  offers  the  opportunity  to  provide 
customer-satisfaction  levels  that  prevent  cus- 
tomers from  wanting  to  jump." 

Utilities  that  have  put  CellNet's  solu- 
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tions  in  place  are  finding  that  they  have  devel- 
oped an  expertise  in  serving  power  con- 
sumers, which  they  can  market  to  other  utili- 
ties on  the  CellNet  network.  Established  net- 
work users  develop  applications  and  tools  for 
improving  customer  service  and  can  realize  a 
new  revenue  stream  by  selling  them  to  newer 
utilities  on  the  network. 

One  example  of  a  specialized  applica- 
tion  is   a  submetering   product   CellNet 


codeveloped  with  AmerenUE  called  AbJ 
It  was  created  to  meter  each  area  of  a  ! 
assembly  plant  separately  for  energy 
sumption.  The  usage  data  is  transr 
wirelessly,  and  Abacus  analyzes  the  er 
usage  with  specially  developed  software,  j 
result,  each  plant  manager  can  control  1 
and  material  costs  as  well  as  energy  cos 
addition,  energy  consumption  is  measJ 
to  determine  how  each  piece  of  equipme 
functioning.  The  Abacus  product  ha 
AmerenUE  to  reinvent  itself,  not  as  a  uJ 
but  as  an  energy  company  marketing  ii| 
mation  technology  that  they  developed  1 
CellNet.  White  notes,  "What  is  impor 
that  eliminating  the  manual  meter  re 
process  is  really  just  the  beginning  of  ovj 
operational  efficiencies,  and  putting! 
information  to  work  with  the  network  i| 
than  pays  for  itself." 

Turning 

Data  Into  Assets 

Even   before   electricity  deregukl 
becomes  a  widespread  occurrence  ini 
U.S.,  companies  are  eager  to  reduce 
energy  costs  and  up  their  efficiency  levt] 


STATE 

DEREGULATION  ACTIVITY 


To  date,  1 2  states  have  passed  laws  opening  their 
doors  to  retail  choice.  Six  have  regulatory  plans  in 
place,  and  most  others  have  action  pending. 


Source:  Energy  Information  Administration 
Status  as  of  October  1 ,  1 998 
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IS  LIKE  JUMPING  ROPE  WITH 


DOWNED  POWER  LINES. 


If  you're  making  energy  decisions        energy  information  services.  Get  your        should  be  doing,  too.  In  fact,  we're  adding 
hout  detailed  usage  information,  you're        energy  usage  profiles,  24  hours  a  day  1^^      nearly  100,000  meters  a  month  to  the 

Ibably  paying  too  much.  That's  why  you  need        And  use  this  information  to  run  ^^^  over  one  million  meters  already 

lNet's  online  meter  reading  technology.        your  business  more  efficiently     data   systems     online    across    the    country. 
ause  now  is  not  the  time  to  be  ""^     and    cost    effectively.  So  before  you  jump  to  conclusions 

It's  exactly  what  about  your  energy  needs,  visit  our  website, 
more  and  more  forward-  www.myEnergyInfo.com,  for  a  free  demo, 
thinking  businesses  are  Or  call  us.  And  get  the  information  you 
doing.  And  what  you         need  to  be  a  smarter  energy  buyer. 


ting  energy  playing  games. 

Once  we  connect  your  meter(s) 
wr  network,  you'll  have  online 
ess  to  a  world  of  invaluable 


mytjwrgylnfo.com     .-.—*— 


Get  online  access  to  your 
energy  usage  profile— 24  hours  a  day. 


http  //www  ceHnel.COm       125  SHOREWAY  ROAD     SAN  CARLOS    CA    94070 
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remain  competitive.  Last  summer,  AEP 
Communications  L.L.C.,  a  subsidiary  of 
American  Electric  Power,  launched  a  new 
portfolio  of  information  services  that  pro- 
vides commercial  and  industrial  customers 
an  affordable  means  to  manage  energy  con- 
sumption. Known  as  DatapultiM,  the  service 
allows  customers  three  ways  of  having 
AEP  monitor  usage:  Customers  can  have 
AEP  monitor  information  right  off  their 
billing  statement,  AEP  can  interface  with 
monitoring  equipment  that  the  customer 
already  has  in  place,  or  a  customer  can 
use  AEP's  own  proprietary  Datapult 
Information  Sensor,  which  can  gather  ener- 
gy usage  information  as  frequendy  as  every 
15  minutes. 

Datapult  collects  information  on  elec- 
tricity usage,  as  well  as  gas,  water,  steam, 
compressed  air,  temperature  and  other  areas 
for  its  customers.  Data  is  then  easily  acces- 
sible on  AEP's  secure  Internet  site,  which 
makes  analysis  for  multisite  retailers  easy. 
The  information  collected  by  Datapult  can 
be  displayed  by  the  enure  company,  busi- 
ness unit,  site  or  process. 

Service  upgrades  are  also  available, 
such  as  "Critical  Event  Notification," 
which  can  be  done  yia  pager,  E-mail  or 
fax,  says  Peter  R.  Thomas,  vice  president 
of  AEP  Communications.  Thomas  notes 
that  this  notification  can  yield  unexpected 
positive  benefits  for  a  company's  opera- 
tions. "If  the  neon  sign  is  not  lit  outside  a 
retail  establishment  at  night  and  the  store 
is  open,  people  will  not  come  in  the  store, 
and  that's  a  loss  of  hundreds  of  dollars  an 
hour,"  explains  Thomas.  "With  Datapult, 
the  system  automatically  sends  a  page  to 
the  store,  and  the  lightbulb  can  be 
replaced." 

An  additional  benefit  of  Datapult, 
says  Thomas,  is  that  companies  are  realiz- 
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ing  savings  from  benchmarking  the  usage 
patterns  of  certain  facilities  across  their 
enterprise.  "Even  companies  that  aren't  as 
energy  intensive  as  you  might  expect  can 
benefit  from  this  type  of  increased  atten- 
tion and  analysis." 

Jim  Owen,  spokesperson  for  Edison 
Electric  Institute  (EEI),  a  national  associa- 
tion of  investor-owned  utilities,  acknowl- 
edges that  many  utilities  are  offering  new  ser- 
vices like  home  security  and  cable  television 
in  addition  to  traditional  power  services  in 
order  to  remain  competitive.  "Companies 
are  seeking  to  realign  themselves  to  achieve 
economies  of  scale  as  we  move  forward  to 
restructuring,"  he  says. 

Investing  — 
A  Bright  Idea 

According  to  Daniel  Ford,  managing 
director,  electric  utility  analyst  at  HSBC,  a 
couple  of  basic  factors  make  some  utilities 
worth  watching  as  investments.  He  says, 
"The  common  themes  are  that  they  are 
newly  restructured,  and  they  trade  at  a  very 
deep  discount.  That  will  keep  them  in  the 
lead  in  terms  of  stock  performance." 

EEI's  Owen  concurs,  stating  that  the 
market  for  power  is  consistent.  "Utility 
companies  will  continue  to  be  a  reasonably 
stable  environment  for  investors,"  he  says. 
Even  if  there  is  a  recession,  people  still  have 
to  run  their  refrigerators." 

Look  for  our  next  "Revolution  In  the 
Power  Industry"  report  in  the  May  31,1 999 
issue  of  Forbes. 
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smart 


Clever.  Intelligent.  Advanced.  However  you  describe  it,  being 
smart  today  means  the  foresight  to  master  technological 
advances  well  ahead  of  your  peers.  In  business,  it  means  vision 
with  the  practical  knowledge  that  gives  you  a  competitive 
edge.  Wherever  we  impact  your  business,  that's  the  kind  of 
advantage  you  get  from  Exelon. 

As  an  Exelon  customer,  it's  what  you'll  get  from  our  portfolio 
of  services  for  energy  procurement,  facilities  design  and 
maintenance,  telecommunications  systems,  and  much  more. 
We  can  help  every  kind  of  business  find  better  ways  to  manage 
energy  demand  with  more  fuel-efficient  technologies  and 
creative  financing.  And  many  companies  can  benefit  from  our 
expert  deregulation  and  management  strategies. 

These  are  just  a  few  of  the  areas  where  Exelon  is  pioneering 
smart,  new  answers  to  an  energy  market  in  flux.  But  behind  the 
intelligence  lies  more  than  a  century  of  energy  management 
know-how  from  our  parent,  PECO  Energy,  a  Fortune  500 
company  and  a  leader  in  progressive  energy  management. 
If  you're  ready  to  confront  the  new  era  of  energy  with  all  the 
best  resources,  call  us  at  Exelon.  It's  all  part  of  the  power  we 
give  you  to  be  your  smartest. 


1-800-291-9200 
www.  exeloncorp.  com 
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A  PECO  Energy  Enterpr 


One  Powerful  Idea  After  Another." 


on  businesses  are  either  separate  companies  from,  or  competitive  divisions  of,  PECO  Energy  Company  The  prices  charged  by  these  businesses  are  not  regulated  by  the  Public  Utility  Commission  Customers  do  not  have  to 
electricity  or  other  products  or  services  from  any  Exelon  business  to  continue  to  receive  the  same  quality  distribution  services  from  PECO  Energy  Company  ASFO 


Dozens  of  new  Web  sites  want  to  help  on-line  shoppers 
compare  prices— much  to  the  irritation  of  retailers. 

Price  war! 


By  Scott  Woolley 

On  a  hillside  in  a  bucolic  stretch 
of  Phoenixville,  Pa.,  a  few  workers 
toil  away  inside  a  converted  brick 
schoolhouse.  In  a  closet  next  to 
the  bathroom  sits  a  computer  that 
many  people  despise.  Owned  by 
PriceScan,  it  contains  nothing  more 
than  data  on  other  companies'  prices. 
Clerks  pore  over  computer  catalogs, 


feeding  in  the  latest  price  tags  for 
monitors,  printers,  disk  drives  and 
the  like. 

That  wealth  of  pricing  data,  and 
the  ability  to  get  it  free  at  PriceScan's 
Web  site,  lets  a  customer  click  a  few 
buttons  to  compare  prices  for  the 
same  products — something  that 
would  take  davs  or  weeks  to  do  off- 


PriceScan's  David  Cost  and  Jeffrey  Trester 
On-line  retailers  are  in  their  line  of  fire. 


line.  The  Web  biz  even  has  a  buzzl 
word  for  the  practice:  transparency. 
Computer  distributors  and  otheij 
marketers  loathe  it,  wary  of  a  fright^ 
nil  new  world  in  which  price  alone- 
not  service  or  quality  or  brand  iden  I 
tity — dictates  who  wins  a  sale.  BuJ 
they  had  better  get  used  to  it.  Priced 
comparison  Web  sites  are  springing 
up  almost  daily.  They  now  sift  pricetl 
for  cell  phones,  cars,  toys,  long  dis 
tance  plans  and  dozens  of  otheil 
products. 

"Big  vendors  can't  get  away  with 
charging  higher  prices  just  becausd 
customers  don't  know  any  better,"  say| 
David  Cost,  the  appropriately  namecj 
chief  executive  at  PriceScan.  "We  heir. 
create  an  efficient  marketplace." 

"We  aren't  afraid  tcl 
make  people  mad,'" 
adds  Ariff  Alidina,  pres« 
ident  ofEsmarts.com,  ;] 
six-month-old  Web  serf 
vice  that  features  th« 
best  deals  on  everyY 
thing  from  toys  to  callil 
ing  plans. 

If  price-haggling  sited 
like  PriceScan  anop 
Esmarts  can  thrive,  the^j 
will  help  push  th»| 
World  Wide  Wet 
toward  its  inevitable  rol»l 
as  the  ultimate  discounj 
warehouse. 

It  isn't  clear  whethej 
the   rookies   in   trans  j 
parency    can    make 
buck  at  it.  Dozens  ol 
fledgling  outfits,  lurecl 
by  the  low  cost  of  entr  j 
to  the  price -sifting  busi 
ness,  are  trying.  Price 
Scan's     chief,      Cost 
35,    owned    his    owi| 
computer     consultin 
company     before     h  j 
and    a    pal,    a    newl 
minted  Wharton  Ph.E 
named  Jeffrey  Trestei| 
launched  PriceScan  i: 
April    1997.    To    gel 
started,  they  invested  a 
of  $16,000. 

On-line  sellers  balke 
within  days  of  th 
debut.  "When  the  sit 
first  went  up,  the  pric 
differences  were  ama2 
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ing,"  Cost  says.  "People  on  the  high 
end  were  embarrassed.  They'd  call  us 
and  ask  us  to  take  their  prices  down." 

He  flatly  refused,  and  some  ven- 
dors retaliated  by  withholding  access 
to  their  databases.  PriceScan  coun- 
tered with  old  technology,  tracking 
down  printed  catalogs  and  typing 
the  prices  into  the  schoolhouse 
computer. 

Ultimately  the  vendors  caved 
because,  after  all,  PriceScan  sends  a 
buyer  their  way  when  the  price  is 
right.  The  site  was  luring  a  thou- 
sand customers  a  day  by  early  this 
year;  now  traffic  is  up  to  9,000  vis- 
itors a  day,  many  of  them  corporate 
buyers,  and  is  growing  up  to  23% 
a  month. 

Multiple  Zones,  a  Renton,  Wash.- 
based  computer  distributor,  started 
out  opposing  the  PriceScan  scheme 
but  capitulated  in  June.  Instead  of 
making  PriceScan  enter  its  prices 
manually,  the  seller  now  sends  the 
site  its  data  electronically.  "It  was  a 
catch  22  for  us,"  says  Ronald 
Risman,  who  runs  State  Street 
Direct,  another  computer  retailer 
based  in  Portsmouth,  N.H.  "Price- 
Scan  and  other  price  guides  help 
drive  volume,  but  unfortunately  they 
encourage  some  of  the  lowest- 
margin  sales." 

Eventually  other  dealers  followed 
suit.  "Everyone  broke  down  and 
started  cooperating,"  Cost  brags. 
That  has  helped  put  PriceScan  in 
the  black,  a  rarity  among  Web  sites 
(albeit  on  sales  of  less  than  $1  mil- 
lion this  year).  PriceScan  pays  $775 
a  month  in  rent  on  that  converted 
schoolhouse  and  employs  only  seven 
people.  Its  revenue  comes  from 
ads — mostly  computer  vendors 
looking  to  promote  special  offers. 

Ariff  Alidina,  24,  founded  Esmarts 
in  June  after  a  short  stint  as  an 
investment  banker.  He  had  planned 
to  sell  toys  on-line  and  was  shocked 
to  find  a  rival  site  charging  whole- 
sale-level prices  he  couldn't  beat. 
That  taught  him  that  prices  should 
be  easier  to  find — and  "I'd  hate  to 
be  an  on-line  retailer." 

Esmarts  relies  on  ad  dollars  but 
also  collects  a  5%-to-8%  cut  of  the 
sales  that  result  when  it  refers  a 
buying  customer  to  some  sites. 

Some  media  giants  and  Internet 
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"Big  vendors  can't  get 
away  with  charging 
higher  prices  just 
because  customers 
don't  know  any  better." 


heavyweights  are  taking  a  similar 
tack.  Washington  Post  Co.  offers 
real-time  comparison  shopping  at  its 
Web  sites.  On-line  readers  of  book 
reviews  will  be  able  to  click  on  a 
nearby  link  and  see  an  array  of  prices 
from  various  sellers;  the  Post  pockets 
a  vigorish,  typically  5%  to  15%. 

But  will  readers  really  see  the 
Web's  best  price?  The  Post  uses  soft- 
ware from  a  company  called  Junglee, 
which  itself  was  recendy  acquired  by 
Amazon.com,  the  on-line  book  and 
CD  vendor.  Junglee  searches  only 
sites  that  kick  back  a  cut  of  the  sales 
that  are  generated  by  its  software.  Yet 
some  of  the  cheapest  booksellers 
can't  spare  the  referral  fee  and  don't 


button  to  get  access  to  a  broad<| 
price  list. 

Users  won't  buy  it,  counte| 
PriceScan's  cofounder,  Jeffre 
Trester:  "People  shopping  on  tl 
Internet  tend  not  to  be  idiots.  The 
will  recognize  that  more  objecti\| 
comparisons  exist  elsewhere." 

The  upstarts  hope  customers  wij 
value  their  neutrality  compared  wit 
seller-sponsored  sites  that  migli 
shrink  from  allout  price  wars.  "Cul 
tomers  have  to  believe  that  we're  a| 
impartial  editorial  source,"  says  Dou 
DeSantis,  president  of  Wirelel 
Dimension,  which  lets  consume  [ 
compare  wireless-phone  plans  in  til 
top  50  U.S.  metropolitan  areas. 

Bid  Find  lets  shoppers  search  151 
auction  sites  to  find  the  best  pricf 
pitting  it  against  Ebay,  the  on-lin| 
auctioneer  valued  at  $5.1  billion  c[ 
the  stock  market.  Founder  Martij 
Totorgul  says  small  auction  sitfl 
appreciate  Bid  Find's  referrals,  br 
big  sites  clearly  don't  cotton  to  <\ 
that    transparency.    While    "mo| 


The  price  is  right 


Web  sites  that  zap  you  prices  at  the  click  of  a  button. 


Company 


Internet  address 


Goods 


Bid  Find 
KillerApp 
PriceScan 
Washington  Post 
Wireless  Dimension 
Yahoo!  Shopping 


www.bidfind.com 

www.killerapp.com 

www.pricescan.com 

www.washingtonpost.com 

www.wirelessdimension.com 

shopping.yahoo.com 


auctioned  items* 
hardware  and  software 
computers,  books 
books 

cell  phones 
CDs,  books 


*Bid  Find  searches  multiple  auction  sites  for  prices  on  thousands  of  items. 


pay  it — and  so  aren't  listed. 

Fears  that  Junglee  will  skew  its 
price-shopping  in  Amazon's  favor 
helped  prompt  Internet  giant  Yahoo! 
to  abandon  its  relationship  with 
Junglee  a  few  weeks  ago.  "This  is 
such  a  critical  technology  that  we 
needed  to  control  it  in-house  and 
not  rely  on  anyone  else — particularly 
Amazon,"  says  Timothy  Brady,  the 
vice  president  of  production  for 
Yahoo!. 

Yet  even  Yahoo! 's  shopping  soft- 
ware will  initially  sample  prices  only 
at  vendors  that  have  paid  the  Web 
site  to  be  listed  as  part  of  Yahoo!  \s 
"on-line  mall."  The  bargain -hungry 
buyer  can  later  click  on  a  special 


[small]  sites  go  out  of  their  way  i 
link  up"  with  Bid  Find,  he  say 
"Ebay  won't  even  link  back." 

Amazon.com  and  other  big-nan 
retailers  on-line  get  much  of  the 
traffic  from  people  who  don't  wai 
to  pay  full  list  price  at  an  old-fasl 
ioned  store.  Yet  to  hear  them  tell  i 
price  alone  isn't  what  customers  a 
after;  they  want  good  service, 
sense  of  "community"  and  oth 
niceties.  But  in  a  world  of  ev 
more  savage  discounting,  the  lowe 
price  will  hold  sway  for  legions  < 
fickle  customers,  forcing  Amaze 
and  its  ilk  to  keep  pace — and  givir 
them  a  bitter  taste  of  their  ov. 
medicine.  ■ 
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t  the  best  casinos  in  Havana,  anyone  who  was  lucky 
t  the  roulette  table  would  light  up  a  Partagas. 


those  dashing  days,  the  night  life  in  Havana  had  a  pulse  all  its  own  that  you  could 
uch,  almost  taste,  especially  at  the  casinos.  "The  diamonds  were  everywhere,"  says 
aster  cigar  maker  Ramon  Cifuentes.  "And  so  were  my  Partagas  cigars."  But  when 
e  in  Cuba  changed,  he  was  forced  to  find  a  new  one  in  the  Dominican  Republic 
id  today,  he  is  the  reason  that  Partagas  is  still  the  only  cigar  ever  made  by 
e  same  man  who  made  it  what  it  was  long  ago  in  Cuba.  As  Ramon  likes  to 
v\  "I  have  been  lucky  in  life."  . 


(The  cigar  that  knew  Cuba  when. 

Itp://cigarworld.com      Call  1-800-449-6944  to  receive  a  complimentary  Partagas  shape  chart.    ©  1998  Cifuences  y  Cia 


Do  you  want  more  irom  your  oanK  man  a  standi 
To  view  things  from  a  completely  fresh  perspective! 
horizons?  Or  do  you  simply  expect  more  commitmej 
everything  we  do,  we  try  not  to  be  just  any  bank, 

UBS  AG:  Private  Banking:  <s|bUBS    Institutional  Asset  Management:  s|bUBS  BlinSOn    Investment  Banking:  age  Warburg  Dillon  Read    Private  Equity:  s|bUB{| 


Issued  by  UBS  AG  regulated  in  the  UK  by  the  SFA  In  the  U  5  Warburg  Dillon  Read  LLC,  a  subsidiary  o)  UBS  AG.  is  a  registered  broker-dealer  and  member  of  SIPC,  the  New  York  Stock  Exchange  and  other  leadi 


ffnda?  Do  you  want  them  to  look  beyond  the  obvious? 
>p  you  make  longer-term  plans  or  focus  on  entirely  new 
!o,  perhaps  you  should  try  talking  to  us.  Because  in 
I  right  bank  for  you.  sp  UBS 


Product  endorsements  by  sports  celebrities 
are  wearing  thin.  But  Nascar  driver 
Jeff  Gordon  brings  plenty  of  value-added 
to  his  endorsement  deals. 


Heir 
Gordon 


*• 


w» 


eff  Gordon  was 
all  of  14  when  he 


J  showed  up  at  the  offices  of 
Valvoline  in  Indiana  one  day 
in  1986.  A  novice  on  the 
sprint  car  circuit,  Gordon 
politely  requested  he  be  given 
the  same  deal  other  racers  were  getting 
from  the  local  Valvoline  distributor:  free 
motor  oil. 

A  bemused  Valvoline  executive  asked 
young  Jeff  how  he  had  gotten  to  the 
office.  "My  mother  drove  me,"  Gordon 
replied. 

•'Now  let  me  get  this  straight,"  the 
Valvoline  man  said.  "You  drive  a  650 
horsepower  sprint  car  on  half-mile  tracks 
and  you  had  to  get  your  mom  to  drive 
you  down  here?" 

Gordon:  "Yes,  sir.  I'm  not  old 
enough  to  have  a  driver's  license." 

Gordon's  stepfather,  John  Bickford, 
had  encouraged  Jeff  to  make  the 
approach  despite  his  youth.  "We  were 
trying  to  teach  him  how  to  talk  to  a 
sponsor,  knowing  he'd  have  to  do  it 
down  the  road,"  Bickford  recalls. 

Thus  did  a  star  racing  driver  become 
a  shrewd  businessman.  Twelve  years 
later  he  is  one  of  the  most  sought-after 
endorsers  in  professional  sports — behind 
only  Michael  Jordan,  Tiger  Woods  and 
Arnold  Palmer.  With  Jordan  on  the 
edge  of  retirement  and  Woods'  hot 
streak  starting  to  cool, 
The  hottest  Gordon  is  coming  on 
jock  in  the  strong.    "Gordon   has 

hottest  sport  ,  the  potential,  once 
in  America.  Jordan   is  out  of  the 

■^■B  way,    to    be    the    top 

endorser  in  all  of 
sports,"  says  Brian  Murphy,  editor  and 
publisher  of  the  Sports  Marketing  Letter. 

Deals  including  Pepsi,  Ray-Ban  and 
Unilever  will  bring  Gordon  endorse- 
ment and  licensing  income  of  $8.3  mil- 
lion this  year,  putting  him  in  the  same 
league  as  top  athlete  pitchmen  like 
Shaquille  O'Neal  and  Cal  Ripken  Jr. 

Handsome  and  self-effacing,  Gordon 
is  a  refreshing  change  from  almost  a 
decade  of  arrogant,  spoiled-brat  athletes. 
It  shows:  More  than  most  celebrity 
endorsers,  Gordon  really  moves  the 
merchandise. 

Just  .ask  Jenny  German,  a  dental 
hygienist  from  Jasper,  Ala.,  who  came 
with  her  husband  and  4-year-old  daugh- 
ter to  the  Talladega  Superspeedway  to 
see  Gordon  race  in  October.  A  Gordon 


By  Peter  Spiegel  fan  since  he  started  on  the 
Winston  Cup  circuit  in 
1993,  she  actively  seeks  any  product  he 
endorses:  She  drinks  Pepsi  instead  of 
Coke,  eats  Edy's  ice  cream  for  dessert 
and  owns  a  pair  of  Ray-Ban  sunglasses. 
"If  they  sold  underwear  with  the 
number  24  on  it,  I'd  have  it  on," 
German  says. 

She's  not  kidding.  A  study  done  last 
year  by  Rhode  Island- based  Perfor- 
mance Research  showed  that  72%  of 
racing  fans  say  they  will  consciously  look 
for  goods  of  Nascar  sponsors;  the  next 
most  loyal  fans  are  in  tennis,  at  52%. 

Pepsi  featured  Gordon  in  a  nationwide 
ad  televised  during  the  Super  Bowl  this 
year.  A  point-of-sale  campaign  that  ran 
before  it  offered  retailers  a  choice  of  ath- 
lete pitchmen  to  adorn  in-store  displays. 
Almost  27,000  chose  Gordon,  10,000 
more  than  the  next  most  requested  jock, 
Dallas  Cowboys  star  Deion  Sanders.  Rick 
Rock,  Pepsi's  vice  president  for  sports  and 
entertainment  marketing,  marvels,  "Cus- 
tomers wanted  to  take  all  the  cutouts 
home  with  them." 

Unilever's  Close-Up,  which  signed 
Gordon  last  year  to  appear  on  tooth- 
paste boxes,  had  to  increase  production 
by  40%  when  orders  started  flooding  in 
from  retailers  all  over  the  country.  In 
targeted  accounts,  the  toothpaste,  which 
has  a  market  share  nationwide  of  about 
2.2%,  saw  it  jump  to  15%;  at  some  retail- 
ers the  number  hit  50%. 

Of  course  it  is  not  just  Gordon. 
Nascar  racing  has  become  the  hottest 
sport  in  the  U.S.,  with  better  TV  ratings 
than  any  sport  other  than  pro  football. 
This  year  cbs  paid  $12.4  million  for 
rights  to  televise  the  Daytona  500, 
Nascar's  premier  event,  up  from  only 
$3.9  million  two  years  ago.  Fans  will 
spend  $900  million  in  Nascar-related 
merchandise  this  year.  In  1990  the 
figure  was  less  than  a  tenth  of  that. 

One  reason  Nascar  endorsements 
mean  so  much  to  fans  is  that  the  spon- 
sor and  the  driver  are  more  intimately 
related  than  in  other  sports.  Unlike 
"stick  and  ball"  sports  like  baseball  and 
football,  race  teams  cannot  survive  with- 
out a  sponsor,  which  pays  for  the  car 
and  its  upkeep;  the  car  becomes  a  giant, 
speeding  commercial. 

With  racer  and  sponsor  so  intimately 
interconnected,  the  sponsor  has  an 
interest  in  making  sure  that  the  racer  has 
an  attractive  image.  Explains  Robert 
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Challenging  the  Big  Boys 

It's  been  a  rough  year  for  athlete-endorsers.  Other  than  the  gold  standard 
of  sports  marketing,  Michael  Jordan,  some  of  the  industry's  top  pitchmen 
have  had  problems  convincing  consumers  to  buy  what  they're  pitching. 


Chicago  Bulls 


Top  Deal:  Nike 
Compensation: 
$20  million  per  year 

Outlook: 

After  all  these  years  and  all 
those  products,  His  Air- 
ness  can  still  sell.  In  an 
otherwise  extremely  weak 
year  for  Nike,  strong  sales 
of  a  new  Jordan  line  of 
shoes  and  apparel  has 
been  one  of  the  compa- 
ny's only  bright  spots. 

Other  major  deals: 

WorldCom/MCI, 
Gatorade,  Rayovac,  Hanes 

Total  endorsement  income 

(1998):  $45  million 


Golf 


Top  Deal:  Nike 
Compensation: 
$8  million  per  year 

Outlook: 

When  sales  of  a  Tiger 
Woods  line  of  shirts,  caps 
and  pants  fell  well  short 
of  projections,  Nike 
pulled  them  from  the 
shelves  and  is  in  the 
process  of  revamping 
the  line. 

Other  major  deals: 

American  Express, 
Tideist,  Rolex, 
Wheaties 

Total  endorsement  income 

(1998):  $25  million 


Detroit  Pistons 


Top  Deal:  Fila 
Compensation: 
$11  million  per  year 

Outlook: 

Sales  of  his  signature 
shoes  started  to  falter 
two  years  ago.  Fila  was 
nonplussed,  re-upping 
with  a  seven  year,  $80 
million  contract  last  year, 
but  sales  continue  to 
slump  in  the 
U.S.  market. 

Other  major  deals: 

McDonald's,  Sprite, 
Kellogg's,  gmc 

Total  endorsement  income 

(1998):  $17  million 


Los  Angeles  Lakers 


Top  Deal:  Reebok 
Compensation: 
$3  million  per  year 

Outlook: 

Sales  of  O'Neal's 
Shaq  Attaq  shoes  never 
came  close  to  those  of 
Nike's  Air  Jordans.  After 
five  years  of  flat  sales 
(during  which  Nike's  rev- 
enues more  than  doubled), 
Reebok  and  O'Neal 
parted  ways  this  summer. 

Other  major  deals: 

Pepsi,  Taco  Bell, 
\vb  Sport 

Total  endorsement  income 

(1998):  $10  million 


Hagstrom,  a  Philadelphia-area  money 
manager  who  wrote  a  recent  book  on 
the  business  of  Nascar:  "There's  a 
built-in  economic  incentive  here  that 
says  I  have  to  be  nice  and  thankful 
and  appreciative  so  more  people  buy 
my  stuff." 

"He's  a  sponsor's  delight,"  effuses 
Roszann  Graham,  global  director  of 


DuPont  Automotive  Refinishes,  the 
primary  sponsor  of  Gordon's  race 
team.  "There's  no  coaching  him  or 
anything  like  that.  It's  absolutely 
genuine." 

While  a  basketball  player  who  gets 
arrested  for  carrying  marijuana  may 
lose  a  shoe  deal,  a  Nascar  driver  who 
does  something  similar  could  lose  his 


Note:  All  endorsement  figures  are  Forbes'  estimates  | 

sponsor.    That's    where    Gordon' 
squeak}'  clean,  nice  guy  personality  i  I 
a  positive  for  him. 

So  is  the  way  licensing  fees  an  I 
structured  in  car  racing.  In  tean 
sports,  revenues  from  sales  of  jersey 
and  hats  are  pooled  and  distributee  | 
to  each  player  equally.  Marl  J 
McGwire    uniforms    flew    off  thi 
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shelves  during  baseball  season,  but 
McGwire  got  the  same  take  as  his 
teammates.  Xascar  drivers,  as  inde- 
pendent contractors,  get  a  direct  cut 
of  anything  with  their  image  on  it 
'  Gordon's  stepfather  bought  Jeff  a 
quarter  midget  race  car  when  he  u  as 
just  5  years  old.  By  the  time  Gordon 
began  showing  his  precociousness  as 
j  driver,  Bickford  was  a  successful 
jntrepreneur,  having  started  a  com- 
pany making  special  car  parts  for 
handicapped  drivers.  He  built  many 
of  the  parts  in  Gordon's  cars,  and 


when  Gordon  began  winning  races 
other  parents  asked  him  to  do  the 
same  for  their  kids. 

He  made  sure  the  boy  learned 
about  promotion  as  well  as  about 
driving.  He  outfitted  Gordon  with  an 
official  Simpson  driving  uniform  at 
the  age  of  5.  He  ordered  144  Jeff 
Gordon  T  shirts  to  sell  when  his  son 
was  just  8. 

After  the  family  sold  the  handi- 
capped vehicle  business  and  moved  to 
Indiana,  Bickford  made  sure  that 
Gordon  would  understand  the  eco- 


nomics of  what  he  was  doing.  "We 
put  some  money  in  a  savings  account 
and  drew  a  line  and  said  we're  going 
to  race  to  that  line,  and  if  we  get  to 
that  line  we're  not  going  to  go  bank- 
rupt racing,"  says  Bickford. 

There  never  was  much  chance  of 
that.  Gordon  was  approached  by  VP 
Racing  Fuels,  which  offered  discount- 
ed methanol  for  his  car  if  Gordon 
would  carry  vr's  decal  on  his  car.  Bick- 
ford offered  to  go  further:  He  and 
Gordon  would  go  race  to  race  and 
convince  track  owners  to  use  VP  exclu- 
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sively;  in  return,  VP  would  give  them 
fuel  for  free.  VP  got  its  money's  worth. 
After  two  years,  most  sprint  car  tracks 
in  Illinois,  Indiana  and  Michigan  were 
using  VP  Racing  Fuels. 

When  fans  started  buying  Gordon's 
T  shirts,  Gordon  himself  took  orders 
from  customers  outside  of  tracks. 
"Somebody  would  come  up,  give  us 
$12  and  I'd  go  back  and  grab  a  shirt 
and  give  it  to  them,"  remembers 
Gordon.  "We  were  just  hanging  T 
shirts  in  the  back  of  a  truck." 

It's  impossible  to  tell  when  Gordon 

192 


stops  being  a  racing  driver  and  starts 
being  a  businessman,  and  vice  versa. 
Three  hours  before  a  big  race  in  Alaba- 
ma recendy,  for  example,  Gordon 
wasn't  fiddling  under  the  hood  but 
talking  to  a  tentftil  of  DuPont  cus- 
tomers about  what  he  likes  to  do  in  his 
spare  time  and  whether  he  and  his  wife 
are  going  to  have  a  baby. 

Whenever  Gordon  gets  out  of  his 
race  car,  he's  always  wearing  Ray- Ban 
sunglasses.  When  he  won  the  Coca- 
Cola  600  race  in  Charlotte,  he  made 
sure  he  had  a  bottle  of  Pepsi  in  his 


hand  in  the  winner's  circle. 

Shrewd  businessman  that  he  is,  Je: 
Gordon  knows  the  dangers  of  ovei 
exposure.  Last  month,  as  he  claime 
his  third  Winston  Cup  title  in  fou 
years,  becoming  the  youngest  drivf 
to  ever  achieve  that  feat,  he  was  turr 
ing  down  proposed  endorsemer 
deals.  "I  don't  want  to  be  in  th 
supermarket  on  every  aisle,"  he  say! 

"We  aren't  playing  ball  with  i 
many  companies,  but  we  try  to  mak 
those  relationships  larger,"  explair 
Robert  Brannan,  a  North  Carolin 
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>anker  who  has  been  Gordon's  busi- 
ness manager  for  the  last  three  years. 
I  The  past  year  has  seen  something 
|fa  shakeout  in  the  athlete  endorse- 
ment game.  After  signing  Shaquille 
p'Neal  with  much  hoopla  five  years 
'go,  Reebok  decided  not  to  re-sign 
Ihe  Lakers  center  this  summer  after 
•  ears  of  stagnant  sales.  Tiger  Woods'1 
ne  of  golf  apparel  for  Nike  fell  well 
Ihort  of  sales  projections.  Meanwhile, 
Sponsors  are  chasing  other  options 
1  ke  extreme  sports  (see  box,  p.  197). 
I  It  is  becoming  clear  that  a  simple 


Jeff  Gordon,  Inc. 


Unlike  most  sports,  where  athletes  get  a  salary  and,  if  they're  lucky, 
an  endorsement  check  or  two,  the  complex  economics  of  Nascar 
forces  drivers  to  find  multiple  revenue  streams.  For  Jeff  Gordon, 
they  can  be  broken  down  into  four  categories: 

Salary:  flj  million 


Every  driver  gets  a  regular  salary  from  his  team  owner,  which  in  Gordon's 
case  is  Hendrick  Motorsports.  This  year's  paycheck  from  Hendrick  was 
almost  twice  what  he  made  last  year  and  will  spike  again  in  1999.  But 
because  he's  so  young,  Gordon  isn't  yet  the  highest-paid  on  the  circuit; 
Dale  Earnhardt  earns  about  $2.8  million. 

Winnings:  14.1  million 

Over  the  course  of  the  season,  Gordon  won  $6.2  million  in  prize  money 
and  will  get  an  additional  $2  million  check  for  taking  the  Winston  Cup  tide. 
Most  drivers  get  to  pocket  about  20%  to  30%  of  their  winnings,  with  the 
rest  going  to  the  team  owner  and  pit  crew.  But  as  the  top  driver  in  Nascar, 
Gordon  keeps  half  of  all  prize  money. 

Endorsements:  13.3  million 

Because  Gordon's  business  managers  have  chosen  to  be  selective,  the  big 
endorsement  deals  are  just  beginning  to  roll  in.  Gordon's  deal  with  Pepsi 
counts  for  more  than  half  of  his  endorsement  income.  Other  deals  include 
Ray-Ban  sunglasses,  Close-Up  toothpaste  and  Edy's  ice  cream. 

Licensing:  J5  million 


Nascar  fans  bought  more  than  $50  million  in  Jeff  Gordon  memorabilia  in 
1998.  Gordon's  cut  from  those  sales  varies  item  by  item  but  averages  more 
than  10%.  He  and  Earnhardt  account  for  approximately  70%  of  all  driver- 
related  merchandise  sales,  with  Earnhardt  still  taking  in  over  $3  million 
more  each  vear. 
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;  association  of  a  famous  name  with  a 
product  won't  necessarily  sell  that 
product.  In  this  context  the  Jeff 
Gordon  value-added  marketing  is 

starting  to  look  good  to  potential 
sponsors.  "The  elite  impact  players 
who  can  move  product  will  get  the 


deals,"  says  Lee  Fentress,  chairman  of 
the  McLean,  Va.  sports  marketing 
giant  Advantage  International. 

It  helps  that  Gordon's  fan  base 
extends  beyond  the  universe  of  Nascar 
fanatics — which  tends  to  be  blue  collar, 
male  and  middle-aged.  Women  like  him 


and  so  do  children  and  professionals. 
He's  a  natural  in  front  of  the  camera. 
And  in  a  sense  he's  rarely  off  camera:  In 
the  course  of  a  half- hour  interview 
with  Forbes,  Gordon  managed  to 
mention  every  company  he  endorses 
and  all  of  his  major  sponsors.  Bl 


Gen-X-tremist  pitchmen 


Extreme  sports  are  cooool.  Edgy, 

adrenaline-inducing  pursuits  like 
skateboarding,  snowboarding  and 
street  luging  are  in  with  the  young. 
They  are  celebrated  in  ESPN's  X 
Games,  a  biannual  four-  to  eight-day 
homage  to  the  world's  best 
thrillseekers.  Held  in  San  Diego  this 
past  summer,  the  event  drew 
250,000  on-site  spectators;  19  mil- 
lion households  tuned  in  to  televi- 
sion. Such  sponsors  as  AT&T  and  the 
l    S   Marine  Corps  have  eagerly 
embraced  X  Games  as  a  way  into  the 
hearts  and  minds  of  12-  to  24-year- 
old  trendsetters. 

ESPN  now  has  competition.  Last 
year,  Viacom  Inc.  launched  the  mtv 
Sports  &  Music  Festival.  Next  fall 
NBc  will  broadcast  its  first  Gravity 


Games,  a  four-day  homage  to 
"adrenaline  sports."  Result:  a  whole 
new  crop  of  athletes  ready  to  rent 
their  names  to  eager  marketers. 

Skateboarding 


Tony  Hawk,  30,  reigns.  He  twists 
his  6'3"  frame  into  a  series  of  in-air 
contortions  with  remarkable  grace. 
He's  swept  the  X  Games  for  four 
years  in  a  row.  This  year  he  inked  a 
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$120,000  contract  with  upstart 
skate-shoemaker  Adio.  An  apparel 
deal  is  pending  with  the  hip  brand 
Diesel.  Hawk's  new  agency,  William 
Morris  Agency,  Inc.,  is  entertaining 
offers  from  three  watch  companies. 
With  $10  million  in  sales,  Bird- 
house  Projects,  Inc.,  Hawk's  skate- 
board company,  sells  out  of  skate- 
boards, T-shirts,  stickers  and  wheels 
that  bear  the  Hawk  name.  His  face 
is  now  part  of  the  "milk  mustache" 
campaign. 

Snowboarding 

The  commodity  these  days  is  a  soft- 
spoken  Norwegian  named  Tcrje 
Haakonsen,  known  to  his  fans 
simply  as  Terje.  Defender  of  the 
sport's  halfpipe  world  cup  champi- 
:  onship  for  six  years,  Haakonsen  nets 
!  $500,000  a  year  by  lending  his 
!  name  to  industry  leader  Burton 
Snowboards.  It  sells  Terje  Haakon- 
i  sen  signature  boards  for  $450. 
'  Footwear  and  eyewear  deals  with 
Reef  Brazil  and  Oakley,  Inc.  push 
Haakonsen's  total  endorsement 
income  upwards  of  $600,000. 

Stunt  hiking 

Dave  Mirra,  an  amicable  24-year-old 
from  North  Carolina,  earns  his 
living  riding  his  bike  off  a  steep 
ramp  and  flipping  it  around.  Good- 
Mark  Foods  Inc.  recently  paid  him 
$18,000  to  pitch  its  Slim  Jim  meat 
snack  brand — a  small  commitment 
to  reach  the  mass  of  12-  to  24-year- 
olds  who  populate  the  nation's  con- 
venience stores.  It  worked:  A  two- 
month  in-store  promotion  this 
summer  generated  incremental  sales 
of  35%,  about  what  Slim  Jim  gets 
from  similar  promotions  with  pro 
wrestling  and,  yes,  Nascar. 


Mountain  hiking 

Shaun  Palmer  is  the  30-year-old  hot- 
tempered  bad  boy  who  spends  his 
time  racing  down  rocky  terrain  at  40 
miles  an  hour.  Since  he  signed  a  deal 
with  Specialized  Bicycle  Components 
Inc.  in  1997,  the  bicycle  maker  has 
sold  out  of  a  limited  run  of  $5,400 
signature  Palmer  bikes.  He'll  earn 
more  than  $400,000  this  year,  thanks 
to  sponsors  like  Specialized,  Swatch 
and  Mennen.  Now  Palmer's  in  dis- 
cussions with  Cadillac  to  endorse  the 
company's  new  sports  utility  vehicle. 
It  helps  that  he  owns  four  Cadillacs 
and  his  muscled  body  is  covered  in 
Cadillac  tattoos.  Palmer's  pressing  for 
a  seven-figure  contract — what  he  says 
the  company  pays  Arnold  Palmer  and 
Lee  Trevino,  its  other  endorsers. 

These  guys  are  no  Michael  Jordan, 
but  Hawk  and  friends  aren't  com- 
plaining. "For  so  long,  these  guys 
were  lucky  if  they  got  their  rent  paid," 
says  John  Flanagan,  senior  partner  at 
Thermostat,  a  Westport,  Conn. -based 
youth  marketing  firm  that  represents 
extreme  athletes.  -Leigh  Gallagher 
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Respectable  tax  professionals  and 
respectable  corporate  clients  are 
exploiting  the  exotica  of  modern 
corporate  finance  to  indulge  in 
extravagant  tax-dodging  schemes. 

THE  HUSTLING  0 

RATED 
SHELTERS 


By  Janet  Novack  and  Laura  Saunders 
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Recently,  Forbes  obtained  copies  of  two  different  let- 
ters whose  first  paragraphs  contained  what  you  see  at  left. 
Each  was  sent  by  the  accounting  firm  Deloitte  &  Touche 
this  fall  to  a  medium-size  corporation. 

We  agreed  not  to  identify  the  recipients,  but  we  can  say 
that  neither  is  a  Deloitte  audit  client.  We  can  also  say  that 
each  letter  demands  a  bounty  for  zeroing  out  the  com- 
pany's taxes:  a  contingency  fee  of  30%  of  the  tax  savings, 
plus  out-of-pocket  expenses.  Deloitte  promises  to 
defend  its  "strategy"  in  an  IRS  audit — but  not  in  court — 
and  to  refund  a  piece  of  the  fee  if  back  taxes  come  due. 
Pay  attention.  These  letters  are  prime  evidence  of  a 
thriving  industry  diat  has  received  scant  public  notice: 
the  hustling  of  corporate  tax  shelters.  These  shelters 
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ire  being  peddled,  sometimes  in  cold-call  pitches,  to 
jhousands  of  companies. 

|  VVill  the  shelters  hold  up  in  court?  Maybe  yes,  maybe 
ho,  but  many  schemes  capitalize  on  the  fact  that  neither 

he  tax  code  nor  the  IRS  can  keep  up  with  the  exotica  of 
modern  corporate  finance.  Hesitant  at  first  to  participate, 
respectable  accounting  firms,  law  offices  and  public  cor- 
porations have  lately  succumbed  to  competitive  pressures 

ind  joined  the  loophole  frenzy. 

This  new  industry  is  quite  apart  from  the.  so-called  cor- 
porate-welfare  tax  breaks  knowingly  granted  by  legisla- 
tors, such  as  for  exports  or  R&D. 
The  new  corporate  tax  shelters  have  nothing  to  do  with 

mblic  policy  and  everything  to  do  with  arcane  quirks  in 
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the  tax  code.  Congress  often  knows  nothing  about  these 
breaks  and  isn't  happy  when  it  does  hear  of  them.  These 
unintended  tax  breaks  are  saving  corporate  buyers  up  to 
$10  billion  in  tax  a  year,  estimates  Stanford  law  professor 
Joseph  Bankman.  That's  still  a  small  part  of  the  $190  bil- 
lion in  corporate  tax  collections,  but  business  is  booming 
and  there's  nothing  to  slow  it  down:  "I'd  be  astounded  if 
it  doesn't  grow  dramatically  next  year,"  says  Bankman. 

Deloitte  &  Touche  and  the  other  Big  Five  accounting 
firms  have  grabbed  the  lead  in  this  hugely  profitable  new 
business.  But  they  aren't  alone:  Investment  banks  and  tax- 
product  boutiques  are  also  peddling  shelters.  Law  firms 
such  as  King  &  Spaulding  and  Skadden,  Arps  are  raking 
in  huge  fees  writing  opinions  to  justify  them. 


199 


Haven't  corporations  always  hired 
advisers  to  help  minimize  their  taxes?  Yes, 
but  not  like  this.  "This  is  a  totally  new 
phenomenon,"  says  John  Chapoton,  a 
former  Treasury  official  now  with  Vinson 
&  Elkins.  Why  is  it  happening  now?  In 
part  it's  related  to  the  growth  of  deriva- 
tives. The  same  minds  that  figured  out 
how  to  split  a  security  into  a  multitude  of 
different  cash  flows  and  contingent 
returns  are  now  engineering  products  in 
which  the  tax  benefits  are  split  off  from 
the  underlying  economics  of  a  deal.  It's 
no  coincidence  that  many  of  the  new 
crop  of  shelters  use  swaps,  collars,  strad- 
dles and  newfangled  preferred  stock  as 
building  blocks. 

It  has  taken  a  while  for  inhibitions  to 
be  shed  and  the  most  outlandish  gim- 
micks to  propagate.  When  the  chief 
finance  officer  of  Winn-Dixie  first  took  a 
look  at  leveraged  corporate-owned  life 
insurance  six  years  ago,  he  said,  accord- 
ing to  an  IRS  court  filing,  that  it  looked 
like  a  tax  shelter.  Yet  Winn-Dixie  eventually  signed  up — 
after  seeing  projections  that  it  would  save  $2.7  billion  in 
tax  over  60  years.  It  had  plenty  of  company,  including 
Procter  &  Gamble,  Hershey  Foods,  GTE  and  American 
Electric  Power  (see  box,  p.  203).  Now  corporate-owned  life 
insurance  looks  tame  next  to  some  of  the  outlandish  tax 
shelters  being  hustled. 

In  addition,  tax  advisers  are  no  longer  just  devising  spe- 
cific strategies  to  deal  with  a  client's  tax  needs  as  they 


"Once  compa- 
nies get  a  taste, 
they  become 
more  comfort- 
able and  contin 
ue  to  do  it." 


arise,  as  in  the  past.  Today's  shelter] 
hustlers  parse  the  numerous  weak- 
nesses in  the  tax  code  and  devise] 
schemes   that   can    be    pitched   as| 
"products"  to  corporate  prospects. 
Then  they  sell  them  methodically  and 
aggressively,  using  a  powerful  distrib-l 
ution  network  not  unlike  the  armies| 
of  pitchmen  who  sold  cattle  and  rail- 
car  tax  shelters  to  individuals  in  the 
1970s  and  1980s. 

With  encouragement  from  shelter 
hustlers,  a  new  attitude  is  spreading:: 
that  the  corporate  tax  department  is  i 
a  profit  center  all  its  own,  and  that  ai  : 
high  effective  tax  rate  is  a  sign  oi 
weakness.  "A  potential  client  once 
said  he  would  hire  the  firm  if  we 
could  get  their  tax  rate  down,) 
because  it  was  higher  than  their  com-;  i 
petitors'  and  they  were  embarrassed," 
says  one  accountant.  Adds  a  formen 
congressional  staffer  now-  in  the  busi-| 
ness:  "Once  companies  get  a  taste,< 
they  become  more  comfortable  and  continue  to  do  it." 

For  tax  professionals,  the  temptation  to  grab  a  piece  ofj 
this  profitable  business  is  also  intense.  Recently  the  IRS  got: 
an  anonymous  letter  blowing  the  lid  off  a  particularly! 
smelly  scheme,  and  it  was  signed  simply  "A  Pressured 
Practitioner"  (see  box,  p.  202).  Former  IRS  Commissioner* 
Lawrence  Gibbs  likens  today's  corporate  shelters  to  the 
abusive  individual  shelters  of  20  years  ago:  "It's  virtually 
the  same  thing,  with  a  bit  more  sophisticated  product 
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dividends  they  receive,  hguring 
the  money  has  already  been 
taxed. 

Meanwhile,  the  tax  hackers 
had  devised  another  REIT  ploy. 
Section  332  of  the  federal  code 
arguably  allows  a  company  to  get 
tax-free  payouts  from  a  sub- 
sidiary it  is  liquidating  for  two 
years  before  the  liquidation  ends. 
By  putting  mortgages  in  a  REIT 
and  doing  a  well-timed  dissolu- 
tion, a  bank  could  free  up  to 
three  years  of  mortgage  earnings 
from  federal  and,  in  many  cases, 
state  taxes. 

In  October,  Congress  banned 
this  gambit,  retroactive  to  May 
22.  With  just  one  bank  saving 
$109  million,  the  scheme  could 
have  cost  billions.  The  IRS  hasn't 
said  if  it  will  challenge  tax  bene- 
fits claimed  before  May.  -J.N.  ■ 
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1  GAMBIT 

1  Escape  all  tax  on  earnings  from  a  mortgage  portfolio 

RATING 
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rate  ten  percentage  points,  to 
just  25%.  Others  say  it  was  a 
"liniiidarinjr  rptt  " 

Shortly  before  merging  into 
First  Union  Corp.  this  year, 
CoreStates  Financial  Services 
tucked  this  note  in  a  financial 
statement:  "Special  Tax  Benefit: 
CoreStates  liquidated  an  affiliate 
in  the  fourth  quarter  of  1997 
that  resulted  in  a  tax  benefit  of 
$109  million."  CoreStates  won't 
say  what  reduced  its  effective  tax 
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Real  Estate  Investment  Trusts 
eits)  don't  themselves  pay 
ces;  their  income  must  be  dis- 
puted to  investors,  who  pay  tax 
it.  In  1996,  banks  found  they 
uld  eliminate  taxes  in  some 
ites  by  creating  REITs,  keeping 
%  of  the  shares,  and  stashing 
eir  mortgages  in  them.  This 
>rked  because  some  states 
»n't  tax  corporations  on  the 
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nventory  at  the  end  of  each 

Even  small  companies  got 
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Example:  Southeast-Adantic 
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In  June  1998  Congress 
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prohibited  the  future  use  of 
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this  scheme  and  booked 

hat  they  aren't  marketable 

$1.3  billion  in  new  revenue- 
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over  five  years  from  the  clos- 

The accounting  firms' 

ing  of  this  loophole. 

narketing  machines  swung 

)nce  something  like  this  gears  up,  it's  hard  to  stop,  and 
he  government  is  far  behind  the  curve." 

What  do  the  leaders  of  this  industry  have  to  say  about  it? 
dost  wouldn't  discuss  it.  ktmg  even  sent  around  a  memo 
yarning  staffers  not  to  talk  to  Forbks.  We  persevered. 

Start  with  the  products.  Many  corporate  tax  shelters  are 
o  complex  as  to  defy  description.  Usually  they  have  a 
hort  handle  such  as  "lease  strips,"  "mark-to-market," 
step-down  preferred"  or  "liquidating  reits."  They  take 


advantage  of  a  bountiful  supply  of  inconsis- 
tencies in  the  crazy-quilt  U.S.  tax  law. 
Bankman  estimates  that  there  are  hundreds 
of  these,  of  which  only  dozens  have  been 
exploited  so  far. 

Some  shelters,  such  as  the  Section  357 
gambit  (see  box,  p.  208),  are  built  around  a 
clearly  distorted,  though  literal,  reading  of  a 
code  section.  Others  arbitrage  differences  in 
timing,  or  the  fact  that  one  partner  in  a  deal 
is  tax-exempt.  Some  shelters  even  turn  the 
government's  own  greed  against  it;  when 
the  IRS  writes  a  rule  that  attempts  to  capture 
tax  on  income  that  doesn't  exist,  a  clever  tax 
hustler  can  turn  the  rule  on  its  head  to 
escape  taxes  on  income  that  really  does  exist. 
Here's  a  simple  ploy  in  recent  use:  A  U.S. 
corporation  pays  $750,000  to  buy  an  expir- 
ing foreign  copyright  that  has  one  royalty 
payment  left.  That  last  payment  is  for  $1  mil- 
lion, minus  $300,000  in  foreign  tax. 

On  this  deal,  the  buyer  has  lost  $50,000 
on  the  copyright  itself.  But  it  has  also  effec- 
tively purchased  a  $300,000  foreign  tax 
credit  that  can  be  used  to  offset  $300,000  of 
tax  on  other  foreign  income. 

Another  current  scheme:  Most  firms  have 
to  pay  capital  gains  tax  on  the  sale  of  a  sub- 
sidiary. But  corporations  owned  by  Ameri- 
can Indians  are  exempt.  Thus  dealmakers 
arrange  for  an  Indian-owned  corporation  to 
buy  a  sub  from  a  seller,  liquidate  it  tax-free, 
and  pass  it  to  the  buyer.  A  35%  transaction 
cost  disappears. 

Are  these  maneuvers  legal? 
Sometimes.  "They  are  taking  provisions  in 
the  code  intended  to  serve  a  normal,  useful  purpose  and 
exploiting  them  in  a  manner  that  has  no  economic  justi- 
fication except  tax  savings,"  says  James  Ditkoff,  a  tax  exec- 
utive at  Danaher  Corp. 

To  combat  some  of  these  schemes,  the  IRS  can  invoke 
a  Supreme  Court  case  from  1935,  Gregory  v.  Helvering. 
It  says  that  if  a  transaction  superficially  follows  all  rules 
but  is  devoid  of  economic  substance  and  produces  tax  sav- 
ings Congress  didn't  intend,  it  can  be  considered  a  sham 
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^  legal  shelter  used  aggressively. 

Congress  didn't  intend  this  shel- 
ter, and  it  distorts  true  income. 
But  the  legal  basis  is  strong 
enough  that  the  IRS  might  lose  a 
court  challenge. 

Relies  in  large  part  on  hopes  that 
the  IRS  will  not  find  out  about  it, 
at  least  not  until  it  is  too  late,  and 
that  any  legislative  crackdown  will 
not  be  retroactive. 

partner  Michael  Powlen. 
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and  disallowed.  Unfortunately  for 
the  tax  cops,  this  sham  doctrine  is 
extremely  fuzzy,  whereas  the  rules 
that  define  the  various  compo- 
nents of  a  transaction  are  often 
well  defined.  This  difference  is 
ripe  for  exploitation,  because  the 
IRS  is  not  equipped  to  find  most 
shelters  and  even  those  which  are 
discovered  are  unlikely  to  incur 
penalties. 

Says  one  lawyer:  "The  IRS 
misses  nine  out  often  shelters.  On 
the  tenth,  the  company  settles  and 
pays  back  taxes  and  the  govern- 
ment agrees  to  no  penalties. 
That's  a  smart  roll  of  the  dice  for 
the  company."  Because  the  sham 
doctrine  is  so  fuzzy  and  most  deals 
arguably  follow  the  letter  of  the 
law,  shelter  promoters  can  easily 
obtain  legal  opinions  asserting 
that  these  products  are  likely  to 
work.  This  presumably  immunizes 
buyers  from  penalties  should  a 
shelter  fall  apart. 

The  products  would  be 
insignificant,  of  course,  without 
the  enormous  marketing  push 
behind  them.  Of  the  Big  Five, 
only  PriceWaterhouseCoopers 
was  willing  to  discuss  its  effort. 
But  as  partner  Fernando  Murias, 
who  cochairs  the  firm's  Mid- 
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Atlantic  and  Washington  national  tax  practices,  describe 
it,  it  sounds  fairly  typical. 

pwc  maintains  two  databases  of  about  1,000  "mas 
market"  tax  saving  ideas,  says  Murias.  Many  don't  stretcl 
the  law;  they  are  mainstream  tax  strategies.  But  others  an 
aggressive,  such  as  the  Section  475  mark-to-market  plo; 
(see  box,  p.  201).  In  the  past  year  or  so,  Murias  says  th 
pwc  has  actively  promoted  "about  30  mass-market  prod 
ucts."  For  each,  it  prepared  a  marketing  briefing  book  am 
assigned  product  managers — called  "product  champi 
ons" — to  coordinate  sales.  More  than  40  newly  hired  pro 
fessional  salesmen  helped  pitch  these  ideas  to  companie 
that  aren't  current  clients. 

Depending  on  the  product  and  its  originality,  pwc  ma; 
ask  customers  for  a  contingency  fee  equal  to  8%  to  3091 
of  their  tax  savings.  It  doesn't  limit  its  pitches  to  clients 
In  fact,  nonclients  make  better  customers  because  Secui 
rities  &  Exchange  Commission  and  state  rules  make  i 
hard  to  charge  audit  clients  a  contingent  fee. 

Selling  to  nonclients  also  sticks  a  different  auditor  witl 
the  tough  issue  of — and  liability  for — whether  a  compa 
ny  should  set  up  reserves  in  its  reported  earnings  for  try 
possibility  that  the  IRS  will  detect  and  disallow  the  ta: 


Bermuda  Triangle 


GAMBIT 

Make  income  disappear 


This  shelter  became  public  in 
November,  when  the  Treasury 
Department  published  a  letter 
from  a  whistle-  blower  signed 
"A  Pressured  Practitioner." 
Although  Treasury's  version 
omitted  the  name  of  the  inventor, 
a  copy  of  the  full  text  obtained  by 
Forbes  credits  die  law  firm  of 
Dewey  Ballantine.  Dewey  had  no 
comment. 

The  technique  calls  for  a  for- 
eign company — perhaps  under 
arrangement  with  a  bank  or 
broker — to  form  a  shell  in  a  tax 
haven  such  as  the  Netherlands 
Antilles  and  acquire  100%  of  its 
common  stock. 

Then  the  U.S.  firm  that  wants 
shelter — call  it  Dodger  Inc. — con- 
tracts to  buy  100%  of  the  shell's 
preferred  stock.  Dodger  forks  out 


10%  of  the  purchase  price  and  no 
more.  It  receives  10%  of  the  divi- 
dend declared  on  the  preferred 
stock. 

But  what  of  the  obligation  to 
purchase  the  remainder  of  the 
preferred  ?  A  glitch  in  the  rules 
for  "original  issue  discount" 
causes  this  obligation  to  be  treat- 
ed as  a  debt  instrument,  with  an 
imputed  interest  burden.  This 
paper  "interest"  becomes  a 
deductible  item,  even  though  no 
cash  changes  hands  and  even 
though  the  corresponding  pre- 
ferred dividend  is  never  paid  to 
Dodger.  Result:  a  stream  of  ficti- 
tious interest  deductions  for 
Dodger  that  can  be  used  to  offset 
real  income. 

Ironically  enough,  the  utterl 
complicated  rules  on  original 
issue  discount  are  in  the  tax  code 
only  because  the  IRS  needed  them 
to  combat  tax  dodges  involving 
zero  coupon  bonds.        -L.S.   ■ 
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orporate-owned  life  insurance 


IAMBIT 

leduct  interest  you  are  paying  yourself 


ATING      PG-13 


.iFh  INSURANCE  thrives  on  a  pre- 
ious  tax  exemption:  Earnings 
n  assets  inside  a  policy  accumu- 
itc  largely  free  of  income  tax 
see  related  story,  p.  252).  An  old 
loy  is  to  buy  yourself  a  cash 
alue  insurance  policy,  pay  for  it 
ith  a  loan  against  the  policy 
nd  deduct  the  interest.  A  land- 
nark  Supreme  Court  case  in 


1960  struck  down  one  such 
scheme,  but  the  gimmick  keeps 
cropping  up. 

A  recent  variation  had  corpora- 
tions taking  out  loans  to  buy 
policies,  payable  to  the  company, 
on  the  lives  of  thousands  of 
employees.  In  1996  Congress 
closed  this  version  of  the  loop- 
hole, estimating  that  the  gim- 
mick could  drain  almost  $2  bil- 
lion a  year  from  tax  revenues. 

What  about  earlier  tax  years? 
Congress  did  not  make  the 


crackdown  retroactive,  but  left 
the  IRS  free  to  use  pre- 1996  laws 
to  go  after  companies  that  had 
used  the  insurance  trick. 

Which  is  just  what  the  IRS  is 
doing,  to  the  dismay  of  firms  that 
assumed  the  tax  savings  they  had 
already  grabbed  would  be  safe. 
In  a  January  memo  to  a  company 
said  by  sources  to  be  Procter  & 
Gamble,  the  IRS  said  it  would  dis- 
allow all  the  company's  pre- 1996 
interest  deductions  for  loans  used 
to  buy  life  insurance.  James 
Holden,  a  partner  at  Steptoe  & 
Johnson  in  Washington,  D.C., 
estimates  that  200  big  companies 
bought  similar  policies.  -J.N.   WM 


immick  (see  box,  p  206). 

In  addition  to  mass-market  ideas,  pwc  also  sells  what 
lunas  calls  "black  box"  products.  These  are  "complex 
nd  unique  strategies  that  we  do  not  publicize  broadly," 
e  says.  Each  can  save  a  client  from  tens  of  millions  to 
undreds  of  millions  of  dollars  in  tax.  PWC  markets  each 
lack  box  idea  to  only  a  select  group  of  companies  who 
wc  believes  can  use  the  scheme. 

"Wc  don't  saturate  the  market,"  says  Murias. 

Why  not?  If  an  aggressive  strategy  is 
sed  too  much  and  becomes  widely 
nown,  it  becomes  a  target  for 
"ongress  and  the  tax  cops.  "A 
'hale   can't   get   harpooned 
nless  it  surfaces  for  air,"  says 
Curias. 

Though  PWC  won't  con- 
rm  it,  two  sources  tell  us 
ne  black-box  idea  was  used 
y  Times  Mirror  in  the  recent 
onsale  sale  of  its  Matthew  %. 
lender  subsidiary  to  Reed  Else- 
ier.  Thanks  to  a  complex  maneu- 
er,  Times  Mirror  hopes  to  escape 
ome  S400  million  of  capital  gains  tax  on 
ne  deal.  Speculation  is  that  pwc  earned  a  contingency  fee 
f  tens  of  millions  of  dollars  for  its  services. 

One  investment  banker  ran  across  pwc's  pitch  for  this 
nelter  on  a  different  deal,  and  felt  the  sales  pressure:  "I'm 
ot  a  conservative  guy.  But  when  I  said  I  didn't  think  it 

ould  stand  up  in  court,  they  [pwc]  were  obnoxious  and 
old  me  to  'strike  while  the  iron  is  hot!'" 

Thanks  to  rampant  industry  gossip  and  clever  reverse 
ngineering,  sellers  find  it  hard  to  keep  products  propri- 


etary. To  keep  them  fresh,  kpmg  is  said  to  require  staffers 
to  come  up  with  one  new  idea  per  week. 

Indeed,  one  staffer  at  a  Big  Five  firm  told  Forbes  of 
being  at  a  meeting  to  launch  a  new  variation  of  the  Sec- 
tion 475  mark-to-market  ploy  after  Congress  shut  down 
the  original.  "They  said,  'Nobody  else  has  this  so  you've 
got  to  get  out  there  and  sell,  sell,  sell.'  But  the  very  next 
day  one  of  my  clients  called  and  said,  'Hey,  your  com- 
petitor has  got  this  variation  on  mark-to-market.  Do  you 


How  perverse.  Congress  is 
even  a  short-term  winner  in 
this  game,  because  budget 
rules  allow  lawmakers  to 
spend  the  savings  from  a 
closed-down  scheme. 


think  it  works?" 

What's  driving  all  this  is  money,  of  course.  Lawyers  who 
write  opinion  letters  for  corporate  shelters  can  charge 
$500,000  in  some  cases,  and  opinions  can  be  recycled  for 
more  fees.  The  Big  Five  have  gotten  a  huge  boost  by 
charging  bounties  on  tax  savings  from  shelters.  Though 
revenues  from  ordinary  tax  work  are  flat,  both  Ernst  & 
Young  and  Deloitte  &  Touche  reported  a  29%  jump  in 
revenues  from  tax  services  in  1997. 
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At  Jaeger-LeCoultre,  we  have  been  waiting  for 

another  manufacturer  to  produce  an  even  smaller 

movement  than  our  caliber  101. 

\Ce  have  been  waiting  since  1929. 


In  1844.  Antoine 
leCoultre  invented 
the  miuionometer. 
enablinc  measurements 
accurate  to  within 
a  thousandth  of  a 
millimetre  (the  micron) 
and.  on  the  strencth 
of  this  precision, 
the  creation  of 
the  tiniest  watch 
movements  ever  seen. 


FOR  OVER  160  YEARS.  CONNOISSEURS  AND  COLLECTORS  OF  FINE 
WATCHMAKING  THE  WORLD  OVER  HAVE  RECOGNISED  JAEGER- 
LECOULTRE'S  SUPREMACY  IN  THE  FIELD  OF  MECHANICAL 
MINIATURISATION.  FROM  THE  MID  19TH  CENTURY  ONWARDS. 
COMPANY  FOUNDER  ANTOINE  LECOULTRE  WAS  COMMITTED  TO 
THE  PURSUIT  OF  "THE  SMALLEST  POSSIBLE":  HE  INVENTED  THE 
MILLIONOMETER.  AN  INSTRUMENT  WHICH  MADE  IT  POSSIBLE  TO 

MEASURE  TO  WITHIN   ONE   THOUSANDTH   OF   A  MILLIMETRE.  AND  ONLY  A  HANDFUL  OF 

WATCHMAKERS  MASTER 

INTRODUCED  THE  METRIC  SYSTEM  INTO  WATCHMAKING.  THE  ART  OF  ASSEMBLING 

THE  98  PARTS  MAKING  UP 

IN     I903.     THE     MANUFACTURE     CRAFTED     A     POCKET-WATCH  CALIBER  101. 

MOVEMENT  ONLY  1.38  MM  THICK.  THIS  MOVEMENT.  CALIBER  145. 
IS  STILL  CONSIDERED  ONE  OF  THE  THINNEST  IN  THE  WORLD. 
1929  WITNESSED  THE  WORLD  RECORD.  STILL  UNMATCHED  TODAY. 
IN  THE  SHAPE  OF  THE  SMALLEST  MECHANICAL  MOVEMENT  EVER 

made:  Caliber  IOI.  Despite  its  98  parts,  it  weighs  only 

ABOUT  ONE  GRAM  -  AND  EVEN  LESS  THAN  THAT  IN  ITS  OPEN- 
WORKED  version.  Subsequently,  miniaturisation  joined 
hands  with  technical  prowess.  giving  rise  in  i996  to  the 
Reverso  Chronographe  Retrograde  which  houses  the 
world's  smallest  rectangular  chronograph  movement 
and  a  retrograde  30-minute  counter...  so.  as  the  years 
go  by.  we  are  gradually  getting  used  to  the  idea  that 
our  world  record  set  in  1929  might  well  remain 
unbeatable. 


JL 

«Jaeger-leCoultre> 


FOR  YOUR  FREE  COPY  OF  THE  MANUFACTURE'S  BOOK  OF  TIMEPIECES  CONTACT  UAEGER-LECOULTRE. 
P.O.  BOX  1608,  WINCHESTER.  VA  22604.  TEL.  (800)  JLC-TlMF..  WWW.MJLC.COM. 


Since  1993  tax  revenues  for  the  Big  Five  have  grown  at 
a  10%  average  clip,  more  than  twice  the  rate  of  audit  rev- 
enues. Individual  staffers  can  earn  bonuses  up  to. 
$400,000  for  a  sale. 

Selling  tax  products  on  contingency  is  "a  new  pricing 
model,"  says  PWC's  Murias;  buyers  feel  comfortable 
"paying  a  lot  for  a  lot  of  value,"  says  someone  else.  Other 
old  hands  in  the  tax  strategy  business  are  amazed  that 
clients  will  put  up  with  it.  Says  Robert  Gordon,  head  of 
Twenty-First  Securities,  "I'd  never  have  the  balls  to 
charge  that  way." 

Where  there  are  big  fees,  fights  follow.  KPMG  is  now 
suing  three  small  Connecticut  banks  for  $560,000  in  con- 
tingency fees,  plus  damages. 

Here's  what  happened:  A  KPMG  salesman  offered  the 
banks  a  "proprietary"  strategy  to  get  state  refunds  if 
they'd  pay  a  25%  bounty  on  any  refunds.  The  banks 
signed  up  for  a  look  but  didn't  join  in.  Later,  after  Con- 
necticut revenue  chief  Gene  Gavin  disclosed  the  same 
glitch,  the  banks  filed  their  own  refund  claims. 

KPMG's  suits  charge  the  banks  with  breach  of  contract 
and  stealing  "trade  secrets."  The  banks'  responses  scoff  at 
this  idea,  and  accuse  it  of  violating  state  laws  and  ethics 
rules,  which  KPMG  denies.  The  case  is  pending. 

So  vexed  have  the  issues  around  ownership  of  tax  prod- 
ucts become — what  if  you  promise  to  pay  for  an  idea,  and 
it  turns  out  you  already  know  it? — that  it  has  generated 
its  own  mini-industry  After  helping  a  client  fend  off  a 
hustler,  tax  litigator  Robert  Mitchell,  with  Preston  Gates 
&  Ellis  in  Seattle,  turned  to  an  entertainment  lawyer  to 
learn  how  Hollywood  decides  which  ideas  belong  to 
whom.  Now  he  gives  well-attended  lectures  on  the  sub- 
ject to  corporate  tax 
officials. 

Company  tax 
directors  say  this 
information  is  wel- 
come, because  the 
hustlers  are  bom- 
barding them  with 
pitches.  Hustlers  are 
also  striking  at  the 
top,  going  after 
chief  financial  offi- 
cers and  board 
members.  When 
Merrill  Lynch  was 
promoting  its  now- 
famous  installment 
sales  shelter  in  the 
early  1990s,  Merrill 
board  member 
Robert  Luciano, 
who  was  then  chair- 
man of  Schering 
Plough,  took  the 
idea  to  executives  oi 
AllicdSignal,  on 
whose  board  he  also 
sat.  Schering  used 


The  money  is  in  taxes 


Combined  revenues  of  the 

Big  Five  accounting  firms*  ($billions) 

$7 

ratio  scale 


'95 


'96 


'97 


'93        '94 

•U.S.  only. 

Source:  Bowman 's  Accounting  Report. 


Auditing  is  still  a  big  business 
for  the  Big  Five,  but  thanks  to 
shelters,  tax  work  is  growing  far 
faster. 
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Dare  we  tell? 


Awkward- question  for  a  public  company  that 
uses  push-the-limits  tax  techniques:  Should  it 
set  up  a  reserve  on  its  financial  statements  in 
case  the  shelters  blow  up?  To  keep  mum  might 
be  construed  as  deceitful  to  shareholders.  But 
to  disclose  the  reserve  may  say  to  the  IRS: 
"Come  and  get  me." 

Rule  of  thumb  from  Lehman  Brothers 
tax  accountant  Robert  Willens:  "If  a  technique 
is  novel,  aggressive  or  questionable,  the  com- 
pany should  reserve  in  its  deferred  tax 
account." 

A  contrary  view  comes  from  Dennis  Beres- 
ford,  a  former  chairman  of  the  Financial 
Accounting  Standards  Board,  now  at  the  Uni- 
versity of  Georgia.  He  advises  that  firms  may 
not  have  to  set  up  reserves  unless  the  taxes  are 
"probable  and  can  be  reasonably  estimated." 
Because  reserving  lowers  reported  earnings, 
don't  be  surprised  if  the  Beresford  approach  is 
more  popular  with  clients. 

And  accountants  do  like  to  please.  A  snippet 
from  the  Third  Circuit  court's  recent  Colgate- 
Palmolive  decision  includes  an  interesting 
memo  from  an  Arthur  Andersen  audit  manag- 
er. The  writer  notes  that  Colgate  wanted  to 
omit  $  1  million  from  the  sale  of  certain  notes 
from  an  income  statement  because  "inclusion 
might  set  the  IRS  on  top  of  the  reasons  why  the 
partnership  was  constructed  in  the  first  place, 
and  thus  the  planned  tax  losses  might  be 
denied  by  the  IRS." 

Andersen  obliged  Colgate  by  setting  aside 
normal  accounting  practices.  Instead  it  devised 
a  special  treatment  for  the  item — a  "side  letter" 
that  kept  that  particular  sale  out  of  die  shelter's 
income  statement.  Concerning  the  $80  million 
deal  as  a  whole,  Colgate  notes  that  it  wasn't 
required  to  set  up  reserves  because  it  was 
requesting  a  tax  refund. 

What  are  other  companies  doing?  Times 
Mirror's  "disposition"  of  Matthew  Bender  to 
Reed  Elsevier — a  sale  that  was  not  quite  a 
sale — used  a  shelter  to  skip  some  $400  million 
of  tax.  Times  Mirror  said  that,  using  an  "abun- 
dance of  caution,"  it  was  taking  a  reserve. 
Laidlaw,  a  Canadian  busmaker  with  a  $500 
million  judgment  against  it  on  appeal  in  several 
shelter  cases,  has  around  $200  million  of 
reserves.  American  Electric  Power,  which 
could  owe  $296  million  for  con  shelters 
mder  attack  by  the  IRS,  hasn't  reserved 

lything.  -L.S.  M 
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Go  confidently  in  the  direction  of  your  dreams. 
Live  the  life  you  ve  imagined. 

-Henry  David  Thoreau 


What  do  you  want  out  of  life?  What  do  you  imagine  it  to  be?  Does  it  scare  you?  Or  fill 

you  with  promise  and  anticipation?  At  American  General,  50,000  dedicated  women  and 

men  help  you  meet  your  financial  needs  with  retirement  services,  life  insurance, 

and  consumer  loans.  And  with  70  years'  experience  and  $100  billion  in  assets, 

we're  helping  over  12  million  people  live  the  life  they've  imagined. 

Live  the  life  you  ve  imagined. 


American 

General 


Financial  Group 


American  General  Corporation,  www.agc.com  or  1  (800)  AGC-1 1 1 1 


the  scheme,  too. 

Despite  the  frenzy,  not  all  companies  are  biting.  Intel's 
tax  vice-president  Robert  Perlman  says  he  avoided  the 
notorious  step-down  preferred:  "Our  standard  is:  If  what 
we  did  and  why  appeared  on  the  front  page  of  the  paper, 
would  Andy  Grove  be  embarrassed?" 

Some  judges  are  also  taking  a  dim  view  of  corporate  shel- 
ters. In  the  last  year,  AlliedSignal,  Colgate-Palmolive  and 
Laidlaw  have  lost  court  decisions  involving  aggressive  tax 
shelters.  The  Colgate  and  AlliedSignal  losses  are  bad  news 
for  other  corporations — including  Viacom,  Brunswick 
Corp.,  and  American  Home  Products — who  are  now  in 
court  with  similar  issues.  In  both  cases,  the  judges  cited  the 
sham  doctrine  in  Gregory  v.  Helvering. 

But  the  courts  are  slow,  and  the  IRS  is  outgunned.  Less 
than  40%  of  companies  with  more  than  $100  million  of 
assets  are  audited  annually,  down  from  80%  in  1980. 
Besides,  IRS  auditors  aren't  as  sophisticated  as  the  husders, 
many  of  whom  used  to  write  the  rules  for  Uncle  Sam. 
"They  are  busy  auditing  travel  and  entertainment  receipts, 
and  never  catch  these  transactions,"  says  one  accountant. 

"The  Treasury  is  losing  ground,"  says  Michael  Thom- 
son, who  left  Treasury  last  year.  It  is  "sitting  on  its 
haunches,"  complains  Chapoton.  "If  I  were  there  I'd  be 
giving  a  speech  a  week  to  scare  people."  Officials  do  kill 
individual  schemes  when  they  find  them,  but  usually 
prospectively. 

It's  also  unlikely  that  a  1997  law  requiring  registration 


Section  357 


GAMBIT 

Wildly  inflate  basis  in  an  asset 
by  torturing  the  words  "subject  to" 


When  a  taxpayer 
transfers  an  asset  within 
a  corporate  group,  Sec- 
tion 357(c)  of  the  tax 
code  allows  the  compa- 
ny to  increase  the  basis 
of  the  asset  by  all  of  the 
debt  the  asset  is  "sub- 
ject to."  A  literal- 
minded  reading  of  the 
section  means  that  if 
three  mainframe  com- 
puters are  used  as  secu- 
rity for  a  $30  million 


loan,  and  are  then 
transferred  to  three  dif- 
ferent subsidiaries,  each 
computer  carries  the 
whole  $30  million  of 
debt  the  computers 
are  "subject  to."  That 
generates  $60  million 
in  phony  basis  to 
depreciate. 

House  Ways  & 
Means  Committee 
Chairman  Bill  Archer 
has  vowed  to  close  this 
loophole,  retroactive  to 
Oct.  19,  1998. 


of  "confidential"  shelters  will  slow  things  down.  Not  only 
are  there  no  regulations,  but  promoters  have  already 
taken  evasive  action.  To  avoid  registration,  they  have 
stopped  asking  clients  to  sign  "confidentiality"  agree- 
ments. Clients  know  that  if  they  blab,  they  won't  see  the 
next  hot  deal. 

As  for  other  approaches,  Treasury  says  merely  that  it  is 
"studying  them."  They  include  imposing  penalties  on 
sham  promoters  and  lawyers  who  write  opinions  justify- 
ing them,  and  taxing  nonprofits  that  facilitate  shams. 

Other  possibilities  are  combing  the  tax  code  to  rid  it  of 
rules  that  ignore  economic  reality,  thus  giving  the  hustlers 
defects  to  exploit,  and  enacting  broad  "anti-abuse"  or  "anti- 
avoidance"  rules  such  as  Canada  has  and  Britain  is  consid- 
ering. These  rules  say,  in  essence,  that  you  can't  avoid  taxes 


by  using  a  section  of  the  code  for  reasoi 
other  than  Congress  intended. 

Vague?  Maybe.  But  the  IRS'  pas 
efforts  to  curb  tax  shelters  with  detaile 
rules  haven't  slowed  down  the  hustle; 
and  have  often  given  them  openings. 
The  ultimate  cause  of  this  mess 
Congress,  of  course.  Lawmakers  don 
understand  the  tax  code  and  evident 
don't  care  if  it  makes  sense.  In  one  b: 
irony,  they  are  even  short-term  winne 
in  the  game,  because  budget  rules  alio 
them  to  book  the  sa\ings  from  a  close( 
down  scheme  as  new  revenue,  and  tht 
spend  it  on  a  pet  program. 

That  ignores  the  fact  that  the  tax  hustlers  then  devise 
new  scheme  or  variation  to  recoup  those  taxes  and  mor 
"There's  no  question  that  Congress  and  Treasury  ket 
raising  the  same  billion  dollars  year  after  year,"  says  Rai 
dall  Weiss,  an  economist  with  Deloitte  &  Touche. 

Watch  out.  When  Congress  moves  to  repair  the  t; 
code,  it  ends  up  making  it  both  more  cumbersome  ar 
more  onerous  to  the  public.  Look  for  that  to  happ< 
again.  In  a  recent  speech,  former  Treasury  official  Kenne 
Gideon  said  it  well:  "The  question  is  not  whether  tl 
system  will  respond,  but  how  harsh  the  response  will  b 
Some  of  those  currently  determined  to  live  on  the  edj 
may  someday  wonder  whether  it  might  not  have  be< 
better  to  have  avoided  provoking  that  response."         I 
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Introducing  the  newly  redesigned  Infiniti' 
Q45f  for  1999.  The  thinking  behind  it:  Why 
stop  at  great?  Give  it  a  new  grille  bookended 
with  aerodynamic  Xenon  front  headlights. 
Low  profile  225/50  V-rated  tires  that  grip  the 
road.  An  electronic  suspension  that  allows  you 
to  choose  between  a  high-performance  or 
sophisticated  ride.  Load  it  with  amenities  like 
an  automated  rear-window  sunshade  and  the 
signature  Infiniti  analog  clock.  And  add  a  host 
of  other  advancements,  all  standard  as  well. 
The  new  Q45t.  The  product  of  inspired  crafts- 
men, who  also  double  as  meticulous  perfec- 
tionists. Unlike  a  couple  of  people  we  know  of. 

INFINITI. 

OWN  ONE  AND  YOU'LL  UNDERSTAND 

www.infiniti-usa.com  /  800-499-5900 

1               DA  VINCI  DIDN'T  MESS 

WITH  THE  MONA  LISA. 

BEETHOVEN  DIDN'T  FUTZ 

WITH  HIS  STH  SYMPHONY. 

SLACKERS. 

E  NEWLY  REDESIGNED  Q45t 


An  old-line  American  company,  Dole  Food,  is  shaking  up  the  Japanese 
food  sector.  It  may  do  a  lot  of  good  for  consumers  in  the  bargain. 

Upsetting  the  apple  cart 


By  Neil  Weinberg 

In  the  southern  Japanese 
town  of  Yatsushiro,  not  far 
from  the  East  China  Sea, 
Chikashi  Matsunaga  is  help- 
ing lead  a  quiet  revolution  in 
Japan's  agriculture.  For  years, 
the  tomato  farmer  enlisted 
his  wife  and  children  to  pack 
tomatoes  late  into  the  night 
and  dutifully  send  them  off 
to  the  local  Nokyo  farm  co- 
operative. Three  years  ago 
Matsunaga  summoned  the 
courage  to  tell  officials  of 
the  labyrinthine  agricultural 
bureaucracy  that  he  wanted 
to  sell  half  his  crop  to  whole- 
salers whose  sorting  machines 
could  do  the  burdensome 
packing.  The  Nokyo  hacks 
promptly  expelled  him. 
Don't  fret  for  62-year-old 
Matsunaga.  These  days  his 
family  and  nine  others  in  Yat- 
sushiro are  selling  all  the 
tomatoes  they  can  grow,  as 
well  as  melons  and  cabbage, 
to  Dole  Japan,  the  local  arm 
of  Dole  Food,  the  world's 
top  fresh  produce  merchant 
(1997  sales,  $4.3  billion). 

"Nokyo    said   we'll    ruin 
their  distribution  business, 
but  with  Dole  we  just  deliver 
tomatoes  in  large  containers 
and  it  does  the  rest  of  the     ^^B 
work,"      says      Matsunaga. 
"Dole  also  sets  prices  in  advance  so 
we  know  we  can  cover  costs  and  earn 
a  living." 

Yes,  things  have  gotten  so  desper- 
ate in  Japan  lately  that  a  foreign 
corporation  is  allowed  to  insert  itself 
into  that  most  ancient  and  most  shel- 
tered of  industries,  agriculture.  But 
free  markets  are  still  not  exactly  wel- 
come here.  After  Japan  bowed  to 
heavy  U.S.  pressure  five  years  ago  and 
began     limited     rice     imports,     it 
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Tatsuo  Horiuchi 
20,000  farmers 
need  apply  to 
him  at  Dole. 


promptly  budgeted  $50 
billion  in  new  farm  subsi- 
dies over  six  years. 

Despite  all  the  coddling 
and  protectionism  from 
the  government,  Japan  grows  only 
42%  of  its  food,  the  lowest  ratio 
among  large  industrial  nations.  With 
40%  of  farmers  now  65  or  older,  the 
percentage  is  certain  to  go  lower  still. 
Something  clearly  has  to  give. 
Government  red  ink  is  running  at  a 
staggering  10%  of  gross  domestic 
product,  so  Japan  can't  afford  to  keep 
throwing  that  kind  of  money  at  its 
farmers.  Instead,  it  is  cutting  nonrice 
subsidies  and  likely  will  soon  revise  its 


Agriculture  Basic  Law  and  allow  coi 
porations  to  till  the  land. 

Rather  than  wait  for  the  competi 
tion  to  mount,  Dole  began  organiz 
ing  farmers  like  Matsunaga  thre 
years  ago.  It  has  signed  up  1,500  an 
expects  that  figure  to  double  by  th 
end  of  next  year. 

"We  never  dreamed  we'd  over 
come  the  wall  around  domesti 
growers,"  says  Tatsuo  Horiuchi,  rep 
resentative  director  of  Dole  Japai 
and  the  only  foreign  company  officii 
advising  the  Ministry  of  Agriculture 
Forestry  and  Fisheries  on  farm  lav 
revisions.  "The  first  two  years  vver 
very  difficult.   Farmers  would  sa 
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Jet  Aviation 
Our  World  Revolves  Around  You 


the  past  four  decades.  Jet  Aviation  and 
000  employees  at  over  30  locations 
ide   nave    been   dedicated    to 
n  ding  its  clientele  with  uncompromised 
xi  jtive  aviation  services. 

flther  your  needs  are  for  charter  or 
(nlete  aircraft  management,  our  people 
fide  you  with  the  turnkey  solution  and 
cce  to  maximize  your  aircraft  investment 

t  use  we  operate  the  world's  largest  charter  fleet  of  corporate 
inrivate  jets,  we  can  fly  you  wherever  your  destination  may  be. 
rnd  the  globe,  Jet  Aviation's  staff  is  at  your  disposal  24  hours  a 
a'and  will  handle  all  your  planning  and  reservation  needs 


immediately.  Within  hours  the  aircraft  which 
suits  your  travel  itinerary  best  will  be  at  your 
disposal  at  the  airport  of  your  choice. 
Enjoy  the  state-of-the-art  interior  of  the 
aircraft  and  let  your  crew  fly  you  in  complete 
comfort  and  safety. 

If  you  already  own  an  aircraft,  consider  Jet 
Aviation  as  your  management  company  of  choice. 
Since  1972,  Jet  Aviation's  professional  flight 
management  has  helped  many  owners  enjoy  the  comfort 
and  convenience  expected  from  aircraft  ownership.  No  wonder, 
more  than  100  corporations  and  individuals  entrust  their  aircraft 
and  all  operational  details  to  Jet  Aviation.  We  focus  on  your 
travel  needs,  which  allows  you  to  focus  on  your  business. 
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THE  ONLY  GLOBAL  BUSINESS  AVIATION  SERVICE  COMPANY 


Headquarters  North  &  South  America 

Terrance  P  Kelley  •  President 

West  Palm  Beach,  Florida'  •  USA 

Tel.  (1-561)  233-7242  •  Fax:(l-56l)  686-7553 

Charter  Office:  1-800-736-8538 


Headquarters  Europe,  Middle  &  Far  East 

Heinz  Kohli  •  President 

Zurich  •  Switzerland 
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'Dole  is  an  American  company.  How 
can  we  trust  you?'"  To  be  sure,  Dole 
has  a  long  way  to  go.  Horiuchi,  an 
effusive  47-year-old  with  an  M.B.A. 
from  the  University  of  Puget  Sound, 
figures  he'll  need  to  recruit  20,000 
farmers  to  supply  the  $830  million  in 
domestic  produce  Dole  Japan  would 
like  to  sell  in  the  year  2003. 

While  it  works  on  the  producer 
end  of  the  business,  Dole  continues 
its  inroads  in  the  distribution  end. 
This  year  it  will  bring  into  Japan  50 
million  cases  of  fruit  and  vegetables 
worth  $640  million,  or  15%  of  Dole's 
worldwide  revenues.  How  to  get  the 
fruit  to  the  grocery  stores? 

In       the       old 
system,  Dole  and      Happy  harvests 
its    local    partner     Broccoli  for 
shipped  produce  to     Dole  means  a 
Japanese     brokers     stabler  income. 
who        in        turn     HHHi 
worked      through 
layer  upon  layer  of  independent  bro- 
kers and  distributors  to  move  the 
goods  down  to  the  retail  level.  Over 
the  past  15  years  Dole  has  painstak- 
ingly convinced  400  distributors  to 
cut  redundant  layers  out  of  the  food 
chain.  It  can  now  reach  virtually  all 
of  Japan's  supermarkets  via  just  one 
middleman. 

The  streamlining  should  translate 
eventually  into  relief  for  con 
sumers — and  better  profits  for 
Dole.  As  it  is,  Japanese  consumers 
pay  dearly  for  their  system's  ineffi- 
ciencies. An  apple  in  Tokyo  can  cost 


Land  of  the  $40  melon 

No  wonder  fresh  is  consumed  less. 


$5  and  a  lime  can  cost  $2.30. 
Aren't  the  Japanese  hostile  to  for- 
eign outfits,  especially  those  that 
upset  the  established  order  in  goods 
distribution?  They  are,  but  desper- 
ate times  present  opportunities  for 
newcomers.  After  Toshoku,  a 
Tokyo-based  food  distributor,  went 
bankrupt  late  last  year,  U.S. -based 
Cargill  stepped  in  with  financial 
support  and  reportedly  aims  to  take 
over  the  Japanese  firm. 

The  transaction  would  have  been 
unthinkable  a  few  years  ago.  The 
grocery  industry  also  got  a  shock 


last  year  when  Yaohan  Japan,  a  4l 
store  chain,  went  bust.  The  Japal 
ese  government,  meanwhile,  hi 
relaxed  rules  limiting  hours  of  opql 
ation  for  large  stores,  and  the  Mi[ 
istry  of  International  Trade 
Industry  now  allows  supermark| 
chains  to  encroach  on  one  anotil 
er's  turf. 

"Retail  deregulation  is  coming  i 
the  same  time  as  recession,  and  retaj 
ers  know  they  can't  all  survive,"  sal 
Horiuchi.  "We  have  a  big  opportunij 
to  offer  one  set  of  logistics  and  oil 
solution." 

Dole  is  building  one  of  Japan.1 
first  "cold  chain"  produce  network] 
Common  in  the  U.S.  but  still  rare  i 
Japan,  they  involve  chilling  perisll 
ables  to  35  degrees  within  a  coupl 
of  hours  of  harvest  and  keepirj 
them  there  all  the  way  to  the  storj 
Items  like  lettuce  stay  fresh  for>[ 
month  instead  of  twl 
or    three    days.    El 
leveraging  this  syl 
tern    with    its    flail 
nationwide  network! 
Dole  figures  it  ca] 
cut  20%  to  30%  o 
what  retailers  pay  f(| 
fresh  local  produce; 
Precut  and  package 
salads  are  a  hit  in  tfj 
U.S.  In  Japan,  Dol 
was  among  the  first  tl 
test-market        thenl 
Over    the    next    fed 
years,  it  plans  to  opej 
15  processing  centei 
so  it  can  deliver  preci  j 
salads  and  other  local  I 
sourced  items  to  an 
store  in  Japan  withi| 
three  hours. 
If  Japan  needs  Dole  these  day) 
Dole  needs  a  boost  from  Japan.  Ecc 
nomic    collapse    earlier    this    ye« 
quenched  Russia's  formerly  ravenoi 
appetite    for    bananas.    Then    lad 
month  Hurricane  Mitch  devastate 
Dole's  Central  American  estates.  A 
told,  earnings  are  likely  to  fall  20' | 
this  year  to  $128  million,  or  $2.12 
share.  The  Westlake  Village,  Cali 
firm's  stock  price  has  fallen  40%  sine  I 
August  to  a  recent  $33.  The  Japanes 
operation  isn't  going  to  cure  thi| 
problem   overnight — but  it  coul 
eventually  help  out  in  a  big  way. 
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Killer  Cocktail. 
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Please  show  your  commitment  to  safe  and  sober  driving 

by  tying  a  MADD  ribbon  to  your  car.  Get  a  free  ribbon  from  your  Allstate  Agent, 

local  Mothers  Against  Drunk  Driving  chapter,  or  call  I -888-ALLSFTY. 

Being  in  good  hands  is  the  only  place  to  be."  J 
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Bargain  hunters:  Apache's  Roger  Plank  and  his  fa 


Unlike  many  of  its  competitors,  Apache  saw  lower  oil 
prices  coming,  cut  its  spending  and  sold  assets.  Now 
it  wants  to  put  that  money  to  work. 

Dry  powder 


By  Daniel  Fisher 

As  a  B-24  pilot  in  the  South  Pacific 
during  World  War  II,  Apache  Corp. 
Chairman  Raymond  Plank  sometimes 
stood  to  benefit  from  the  misfortune  of 
others.  If  the  plane  next  to  him  was 
blown  out  of  the  sky,  for  example,  Plank 
got  extra  points  toward  his  return  home 
under  the  theory  that  he,  too,  had  been 
exposed  to  excess  danger.  "It  was  a 
rather  macabre  system,"  acknowledges 
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Plank,  76,  who  eventually  returned 
unharmed  to  Minnesota  after  complet- 
ing 40  bombing  missions. 

The  stakes  aren't  nearly  as  high 
these  days,  but  once  again  Plank  is  in 
a  position  to  profit  from  others'  dis- 
tress. This  time  the  victims  are  com- 
petitors that  borrowed  too  much  to 
buy  oil  reserves  when  crude  was  trad- 
ing above  $20  a  barrel,  only  to  get 


caught  in  a  financial  squeeze  as  prict| 
fell  below  $15.  Many  of  those  comp; 
nies  will  be  forced  to  sell  assets  ovtl 
the  next  few  quarters,  Plank  believe  I 
and  some  will  be  liquidated  outright! 

"We  expect  a  lot  of  company  fid 
ures,"  Plank  says  of  weaker  competl 
tors.  "They  are  dead,  but  not  buried. 

Houston-based  Apache  doesn't  pla 
to  join  them.  Plank,  who  has  seen  moi 
than  a  few  business  cycles  over  his  441 
year  career  in  the  oil  business,  began  t 
cut  spending  last  year  as  rental  rates  ft 
U.S.  drilling  rigs  doubled — an 
tripled — on  rising  demand.  And  whil 
other  companies  bet  higher  oil  prict 
would  bail  them  out,  $997  millio 
(trailing  last- 12-month  revenue; 
Apache  assumed  prices  would  drop  t 
$15  a  barrel  and  slashed  its  1998  cap  | 
tal  budget  by  25%,  to  $525  million. 

"Most  of  our  competition  w<| 
[budgeting  for]   $18  to  $18.50 
barrel,  and  so  we  were  $3  a  barnl 
under  them  and  even  that  turned  oi 
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to  be  too  high,"  Plank  says. 

Plank's  son  Roger,  42,  who  serves 
as  chief  financial  officer,  keeps  a 
reminder  of  those  days  on  his  desk:  a 
small  vial  of  foul-looking  water  with  a 
thin  layer  of  crude  oil  on  the  top. 
Apache  managed  to  sell  the  well  that 
this  particular  sample  came  from  as 
part  of  a  $63  million  package  in  Janu- 
ary, even  though  it  produced  50  bar- 
rels of  water  for  each  barrel  of  oil. 

Roger  Plank  gloats  that  the  proper- 
ties Apache  sold  for  a  total  of  $193  mil- 
lion earlier  this  year  are  worth  less  than 
$50  million.  By  getting  the  higher-cost 
reserves  off  its  books,  Apache  reduced 
lifting  costs  by  4%,  to  $2.84  a  barrel. 

At  the  same  time  as  it  was  cutting 
costs  and  selling  assets,  Apache  was 
rearranging  its  balance  sheet.  Wall 
Street  still  showed  an  insatiable 
appetite  for  oil- backed  debt,  so  Apache 
sold  $150  million  in  7%,  20-year 
bonds  in  February  and  another  $100 
million  in  5.68%  preferred  stock  in 
August.  Combined  with  earlier  issues 
that  have  maturities  of  as  long  as  100 
years,  Apache  has  $1.3  billion  in  debt, 


"We  expect  a  lot  of 
company  failures,"  says 
Raymond  Plank.  "They  are 
dead,  but  not  buried." 


all  of  it  long  term.  With  estimated 
1999  operating  income  of  $550  mil- 
lion, it  will  have  no  problem  meeting  a 
$120  million  annual  interest  bill. 

Now  Plank  is  ready  to  shop.  Apache 
has  $700  million  in  credit  available,  and 
Plank  hopes  to  make  a  $500-million-to- 
$1 -billion  acquisition  before  the  second 
half  of  next  year.  He  won't  name  names, 
but  Apache  is  mainly  interested  in  firms 
with  U.S.  properties  close  to  its  own  in 
Oklahoma,  Texas  and  the  Gulf  of 
Mexico.  Likely  good  fits  would  thus 
include  Seagull  Energy  Corp.,  Forcener- 
gy  and  Rutherford-Moran  Oil  Corp. 

Apache  isn't  the  only  well-financed 
buyer.  Other  companies,  such  as 
Burlington  Resources  and  Murphy  Oil 
Corp.,  will  probably  be  bidding  for  prop- 
erties, too.  Plank  may  have  to  get  over 
his  well-known  hatred  of  auctions  and 


hostile  takeovers  to  get  what  he  wants. 

Apache's  employees  are  old  pros ; 
wringing  more  oil  out  of  aging  oilfield 
From  a  $546  million  purchase  it  mad 
-from  Amoco  Corp.  in  1991,  Apach 
has  drawn  out  $680  million  in  revenu 
after  additional  capital  expenditures  s 
far,  and  it  still  has  over  60  million  bai 
rels  of  oil  equivalent  left  in  the  grounc 

Right  now  Plank  is  trying  to  se1 
other  companies  on  letting  Apach 
manage  their  oilfields,  instead  c 
buying  them  outright.  Apache  woul 
pay  for  a  minority  stake  in  the  field 
and  collect  any  production  above  wha 
the  seller  was  expecting  already.  Plan 
chuckles  as  he  recalls  one  chief  execu 
tive  who  is  considering  such  a  dea! 
even  though  it  might  make  the  com 
pany's  management  redundant. 

"  'You're  not  talking  about  the  leave 
on  our  branches,  you're  talking  abou 
limbs  attached  to  our  body,'"  Plan; 
quotes  the  executive  as  saying.  "'Bu 
we  need  to  put  our  hands  on  $100  mil- 
lion fast.'"  As  La  Rochefoucauld  said 
there  is  something  a  little  pleasing  ii 
the  misfortunes  of  our  friends.         ■ 


First  Encounters 
by  Davidoff 


Grant  was  in  his  first  term  as 

president,  dressed  in  a  linen 

duster  splattered  with  ink  when  he 

was  introduced  to  Mark  Twain. 
Twain,  famous  for  his  verPal  agility, 
was  strangely  silent.  Perhaps  a  Pit 
intimidated  by  the  steely  gaze  of 

this  ex-military  man,  their  first 

encounter  was  all  smoke  and  no 

fire.  Ten  years  later,  at  a  Chicago 

banquet  for  Grant,  they  met 

again.  Twain  still  embarrassed 

by  their  first  face  to  face,  was 

astonished.  Grant  not  only 

remembered  him,  but  had 

replaced  his  steely  eyed  gaze  with 

a  bit  of  a  twinkle.  Both  voracious 

smokers,  a  friendship  was  born  in 

the  ashes  of  a  great  cigar. 

FOR  MORE  INFORMATION  AND  YOUR 

NEAREST  RETAILER  CALL  1-800-328-4365  OR  VISIT 

OUR  WEBSITE  AT  www.davldoffusa.com 


1869  -  Ulysses  S  Grant.  Mark  Twain  and  fine  cigars. 


For  those  obsessed 
with  quality. 
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Finally, 

a  technology  event 

comes  to  New  York  rea<ty  to 

HIT  the  STREET 


Think  of  it  as  high  tech  meets  high  finance.  It's 
where  everyone  from  MIS  directors  to  portfolio 
managers  to  insurance  and  banking  executives 
can  test-drive  next-generation  technologies  that 
are  transforming  financial  services.  It's  the 
digital  future  on  display  in  real  time  —  computer 
networks,  transaction  processing,  24X7  servers 
and  the  new  world  of  specialized  financial  appli- 
cations. Plus  an  expert-led  conference,  developed 
by  GartnerGroup,  will  examine  everything  from 
online  brokerage,  insurance  and  banking  services 
to  security  and  encryption  issues. 


Now, 

isnt  it  high  time 

you 

HIT  the  STREET? 


I  iWallStreet '99 

The  Technology  Event  for  Financial  Services 

February  23-25,  1999  •  Jacob  K.  Javits  Convention  Center  •  New  York,  New  York 

For  information  on  attending  or  exhibiting,  hit  the  Web 
at  www.itforwallstreet.com  or  call  781-433-1562. 

Conference  produced  and  developed  by  Sponsored  by 

CD  GartnerGroup  Forbes 
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U.S.  companies  doing  quiet  deals  with  Cuba  are 
inadvertently  helping  keep  a  dictator  in  power. 

Give  'em  rope 

By  Kerry  A.  Dolan 


Checking 
Castro's 


Kellogg's  Special  K  and 
Corn  Flakes  sell  for  $6.70 
and  $4.70,  respectively,  at 
the  state-owned  super- 
markets. At  La  Maison,  a 
large  old  home  turned 
mini-shopping  center  in 
the  Havana  suburb  of 
Miramar,  Levi's  jeans  go 
for  $56  and  Reebok 
tennis  shoes  for  $65.  At 
the  cafe  out  back  a  bottle 
of  Marimar  Torres  Estate 
1993  Chardonnay  from 
Sonoma  County,  Calif, 
goes  for  $35. 

Though   many   of  the 
foreign  consumer  goods 
sold  in  Cuba — Coca-Cola, 
for  example — are  made  in      H^H 
Mexico      and      Canada, 
plenty    come    from    the    U.S.    via 
Mexico,  the  Dominican  Republic  and 
other  Caribbean  islands. 

Who  provides  the  goods?  All  sorts  of 
people.  "My  boss  encouraged  me  to 
buy  from  Miami  Cubans,"  says  Jesus 
M.  Fernandez,  the  former  head  buyer 
for  Rumbos,  a  Cuban  travel  and  restau- 
rant company.  Fernandez  says  he  met 
with  Cuban-Americans  who  offered  to 
sell  him  a  range  of  goods — from  Marl- 
boro cigarettes  to  icemaking  machines 
for  restaurants.  So  much  for  solidarity 
among  Cubans  in  the  U.S. 

The  illegal  trade  with  Cuba  could 
easily  amount  to  more  than  $100  mil- 
lion a  year,  says  Keith  Prager,  assistant 
special  agent  in  charge  of  south  Flori- 
da for  the  U.S.  Customs  Service. 
"Nobody's  sending  missile  technolo- 
gy or  weapons  down  to  Cuba,"  he 
says.  "They're  sending  things  that 
people  need  to  eat  and  wear." 

Big  U.S.  companies — from  invest- 
ment banks  to  pharmaceutical  firms — 
are  also  figuring  out  how  to  legally 
get  into  Cuba  and  be  established 
when  Fidel  Castro  dies  or  is  over- 
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out  U.S.  goods  in  Havana 

capitalist  game  keeps  communism  afloat. 


thrown,  or  the  embargo  ends. 

Take,  for  example,  Citigroup  Inc. 
In  May  its  Citibank,  N.A.  unit  pur- 
chased Monterrey,  Mexico-based 
Banca  Confia,  which  issues  Visa  and 
MasterCard  credit  cards  to  Mexicans 
that  can  be  used  in  Cuba.  (Credit 
cards  issued  in  the  U.S.  aren't  allowed 
in  Cuba.)  The  impact  on  Citigroup's 
bottom  line  may  be  minuscule,  but 
it's  a  toe  in  the  Cuban  door. 

Then  there's  Merrill  Lynch, 
Bankers  Trust  New  York  and  American 
Airlines.  Each  owns  a  minority  stake  in 
Interlnvest,  a  holding  company  for 
two  Argentinean  airlines.  One,  Aero- 
lineas  Argentinas,  has  regular  flights  to 
Cuba  and  has  provided  aircraft  for 
charter  to  companies  operating  flights 
between  the  U.S.  and  Cuba. 

BankAmerica  Corp.'s  Robertson 
Stephens  Investment  Management 
has  a  Cuban  investment — via  Canada. 
The  firm  has  spent  an  estimated  $5 
million  for  a  17%  stake  in  Leisure 
Canada  Inc.,  a  publicly  traded  resort 
and  real  estate  development  compa- 
ny that  plans  to  spend  up  to  $1  bil- 


lion developing  11  hotels  in  Cuba 
Over  the  last  two  years,  Robertsoil 
Stephens  purchased  shares  so  thai 
private  clients  could  in  turn  invest  ii  I 
a  sliver  of  Leisure  Canada  through 
either    the     Robertson     Stephen 
Orphan  or  Orphan  Offshore  funds. 
U.S.  record  companies  may  license 
and  sell  existing  Cuban  recordings,  bu 
they  may  not  commission  new  record 
ings.  U.S.  labels  get  arounci 
this  by  licensing  from  for 
eign  companies.  Nonesucl 
Records,    part    of   Tim 
Warner,  hit  the  jackpot  wil 
three  new  Cuban  albums  i 
licensed  from  U.K.  labe 
World  Circuit. 

The  U.S.  arm  of  U.K 
pharmaceutical  firm  Smith 
Kline  Beecham  agreed  ii 
principle  with  a  Cubai 
biotech  institute  to  devel 
op  and  market  a  meningh 
tis  vaccine  created  by  th<l 
Cubans.  SmithKline  hope.-> 
to  test  the  vaccine  at  it 
labs  in  Belgium. 

Knowingly  or  not,  these 

Americans  are  helping  kee[ 

Castro  afloat.  As  the  ok 

communist    saying    goes; 

"Give  the  capitalists  rope  enough  anc 

they  will  hang  themselves."  In  this  case 

the  rope  helps  keep  the  communists  ii 

power  in  Cuba. 

Castro  has  entered  into  dozens  o 
joint  ventures  with  Canadian  anc 
European  hotel  groups.  Typically 
the  foreign  partner  puts  up  100%  o 
the  capital,  for  a  50%  share  of  th( 
profits.  In  short,  that  foreign  capita 
is  helping  earn  money  to  suppor 
Castro's  vicious  government. 

The  foreign  partner  must  hir< 
Cuban  workers  through  a  govern 
ment-run  employment  agency.  Th< 
agency  gets,  say,  $500  per  month  pe 
worker,  but  the  worker  gets  abou 
$12  in  pesos  from  the  government 
Talk  about  exploitation. 

Those  Cuban  musicians?  They  usual 
ly  get  few  royalties;  the  Cuban  govern 
ment  pockets  the  cash  and  gives  then 
peanuts.  Same  with  chardonnay,  Levi': 
and  cornflakes.  Much  of  the  price  goes 
one  way  or  another,  into  governmen 
coffers,  helping  Fidel  Castro  survive  a 
one  of  the  last  and  certainly  the  mos 
durable  of  the  Marxist  despots.         ■ 
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tow  to  squeeze  more  "P"  out  of  your  P&L 

A  Direct  Reimbursement  Dental  Benefits  Plan 
could  mean  savings  that  go  right  to  your  bottom  line. 


DIRECT 

REIMBURSEMENT 


When  it  comes  to 
your  company's 
P  &  L.  the  buck  stops  on  your  desk. 


So  consider  the  advantages  of  Direct 
Reimbursement  dental  coverage.  You  get  a 
program  financed  by  an  interest-earning 
fund  you  control,  which  reduces  your  costs. 

What  you  don't  get  is  just  as  important... 
high  administrative  costs,  excessive 
paperwork  and  red  tape,  and  the  overhead 
associated  with  insurance  companies. 


Dental 

Benefits  Plan 
omart  Companies 


Your  employees 
win  because  they 
get  an  easy-to-understand  program  that 
gives  them  freedom  to  choose  dentists 
and  select  appropriate  dental  treatment. 
You  win  where  it  matters  most:  with  a 
healthier  bottom  line. 

For  information  or  a  cost  estimate  of  a  Direct 
Reimbursement  plan  designed  to  meet  the 
company  needs  you  specify,  just  call 

1-800-232-7698  ext  510 

or  visit  our  website  at  http://www.ada.org 


AND)AV 


American  Dental  Association 


to  home 

By  Jennifer  Roback  Morse 


The  truth  about  day  care 


Recent  news  accounts  have  proclaimed 
that  day  care  is  good  for  kids.  A  couple  of 
typical  headlines:  "Better  Behavior  in  Day 
Care,  Federal  Study  Finds."  "Mother-Child 
Bond  Not  Hurt  By  Day  Care."  Those 
headlines  are  misleading. 

Most  childen  in  day  care — 55%  in  one 
study — are  securely  attached  to  their  moth- 
ers; the  headlines  are  correct  about  that. 
But  so  are  most  kids  cared  for  at  home.  In 
fact,  most  studies  show  that  a  greater  per- 
centage of  kids  cared  for  at  home  have 
strong  bonds  with  their  parents  than  do 
kids  in  day  care.  The  headlines 
don't  report  that  the  chances  of 
secure  attachments  are  higher 
for  kids  at  home. 

That  insecurity  can  carry  high 
costs.  Long-standing  research  in 
child  development  has  shown 
that  children  who  are  insecurely 
attached  to  their  mothers  and 
fathers  are  at  higher  risk  for  a  host  of  unde- 
sirable outcomes.  They  are  likely  to  be 
more  aggressive  and  impulsive,  less  confi- 
dent and  independent.  They  are  likely  to 
have  more  behavior  problems  and  exhibit 
more  antisocial  behavior. 

Everyone  but  an  idiot  knows  that  no  one 
can  control  how  kids  turn  out.  Parenthood 
is  an  exercise  in  risk  management.  As  in  the 
business  world,  there  are  no  guarantees  that 
any  particular  decision  will  be  successful. 
Successful  managers  take  command  of  the 
elements  that  can  be  controlled,  introduc- 
ing features  that  favor  a  desirable  outcome 
and  eliminating  high-risk  factors.  Respon- 
sible parents,  like  good  managers,  try  to 
create  an  environment  that  has  the  best 
chance  for  success.  It  does  seem,  though, 
that  caring  for  children  at  home  substantial- 
ly reduces  the  risk  of  the  child  being  inse- 
curely attached. 

More  detailed  studies  identify  which 
groups  of  children  are  at  greater  risk.  Boys 
in  day  care  are  at  greater  risk  of  insecure 
attachment  than  are  girls.  The  risks  to  chil- 
dren under  the  age  of  3  seem  to  be  greater 
than  those  for  older  children.  The  more 
hours  a  very  young  child  spends  in  day 
care,  the  more  the  risk  increases  of  insecure 
attachment. 


Parenthood  is  an 
exercise  in  risk 
management. 


Why  not  give  parents  the  full  story, 
rather  than  cover  all  this  information  under 
a  security  blanket  of  a  headline?  Parents  can 
make  better  decisions  about  their  own  situ- 
ation if  they  know  some  of  the  risk  factors. 
I  realize  that  some  child-care  advocates 
do  not  trust  the  average  parent  to  make 
intelligent  child-rearing  decisions.  Some 
argue  that  children  are  better  off  with  com- 
petent professional  care  than  with  amateur 
parental  care.  But  even  the  most  obtuse  set 
of  parents  can  figure  out  whether  their 
child  is  a  boy,  or  whether  their  child  is 

under  3.  Even  couples  who 
are  deeply  committed  to  the 
labor  force  can  make  margin- 
al adjustments  in  their  hours    i 
at  work,  if  they  know  that 
something  substantial  might 
be  at  stake. 

Here's  my  own  story  about  i> 
day  care  and  attachment.  In 
1991  my  husband  and  I  adopted  a  2%-year-  j 
old  Romanian  boy  who  had  lived  his  entire  • 
life  in  an  orphanage.  Orphanage  children 
are  at  risk  for  having  no  attachments  at  all, 
a  condition  that  can  lead  to  behaviors  like 
compulsive  lying,  fire  setting  and  torturing 
animals.  Talk  about  a  risk  factor!  Because  of 
our  boy's  many  special  needs,  we  worked 
with  many  child-development  professionals, 
pediatricians,  speech  therapists,  educational 
specialists  and  even  psychologists  specializ- 
ing in  disrupted  attachments.  Not  one  of 
them  ever  mentioned  the  existence  of  the 
research  on  the  effects  of  nonmaternal  care 
on  attachment. 

To  be  fair,  perhaps  they  assumed  that  the 
damage  done  by  the  orphanage  experience  i  r , 
dwarfed  anything  that  might  happen  to  him 
in  nonmaternal  care.  Or  perhaps  they  did 
not  want  to  offend  me  by  suggesting  that  it 
might  be  in  my  son's  interest  for  me  to  stay 
at  home.  They  knew  I  was  a  career  woman. 

But  I  am  a  grown  woman.  I  can  face 
facts,  if  I  have  the  facts.  Many  other  profes- 
sional women  place  fidelity  to  the  facts  and 
to  their  families  ahead  of  loyalty  to  a  partic- 
ular job  done  in  a  particular  way  at  a  partic- 
ular time  in  their  lives.  Women  deserve  the 
full  story:  Putting  kids  in  day  care  subjects 
them  to  additional  risks.  ■ 


Jennifer  Roback  Morse  is  a  Research  Fellow  at  the  Hoover  Institution.  E-mail:  jmorse@jps.net. 
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A  SPECIAL  ADVERTISING  SECTION 


GUIN 


inea:  No  Case  for  Mistaken  Identity 


e  Republic  of  Guinea,  located 
n  Africa's  west  coast,  is 
a  confused  with  Guinea-Bissau 
lediately  to  the  north.  Equatorial 
lea,  south  of  Cameroon,  and  even 
la   New   Guinea    in    the    Pacific! 

confusion  is  due  almost  entirely 
le  country's  past  policy  of  closing 
oors  to  the  outside  world.  For  27 
s  Guinea  suffered  under  one  of  the 
t  oppressive  Communist  regimes 
he  world.  Only  recently  has  the 
try  emerged  from  its  isolation. 

The  peaceful  transition  from  an 
cratic  Communist  regime  to  a  free 
ty  has  been  a  major  success  for 
dent  Lansana  Conte.  Raising  the 
try  from  the  ashes  has  been  an 
ous  task,  however. 

In  1993,  nine  years  after  the  death 
ictator  Sekou  Toure,  multiparty 
ions  were  held  in  which  General 
ana  Conte  won  by  a  wide  margin. 
!  victory  marked  the  start  of 
3rd  Republic.  Other  democratic 
tutions  soon  followed:  a  single- 
iber  Congress,  a  Supreme  Court 
d  on  the  U.S.  model  and  an 
omic  and  social  council.  Since  the 
dency  is  held  for  a  five-year 
i,  Conte  will  face  new  elections 
)ecember  1998,  after  the  country 


celebrated  its  40th  anniversary  of 
independence  on  October  2,  1998. 
Fortunately,  the  ruling  party  (PUP,  or 
Parti  de  l'Unite  et  du  Progres)  does  not 
anticipate  serious  opposition,  which 
should  assure  political  stability  for  at 
least  five  more  years.  International 
observers  are  expected  to  be  present 
during  the  voting  process. 


Prime  Minister  Sidya  Toure 

An  armed  insurgence  in  February 
1996  dealt  a  blow  to  Guinea's  credibility 
with  international  financial  institutions. 
In  July  of  the  same  year,  Sidya  Toure 
was  appointed  prime  minister  and 
promptly  introduced  an  austerity 
program  designed  to  tame  public 
expenditure  and  increase  state  revenues. 
This   measure   reassured   international 


donors  who  had  granted  debt  relief  and 
renewed  economic  support. 

RESTRUCTURING  FOR  SURVIVAL 

Prime  Minister  Toure  does  not  come 
from  the  ranks  of  the  ruling  party, 
which  sets  him  at  odds  with 
other  members  of  the  government. 
Determined  to  remain  in  office,  he 
has  established  clear  macroeconomic 
goals  that  will  bring  about  necessary 
reforms  and  regain  trust  from  the 
donor  community.  His  negotiating 
skills  and  excellent  relations  with 
international  organizations  have  proven 
essential  in  attracting  foreign  aid  and 
investment.  His  tight  financial  policy 
has  helped  reduce  the  budget  deficit  in 
less  than  two  years.  Since  1993, 
Guinea  has  had  the  lowest  inflation 
rate  in  western  Africa,  reaching  1.9%  in 
December  1997.  It  is  expected  to  reach 
4%  in  1998  due  to  economic  growth  and 
growing  cash  needs. 

The  Central  Bank  of  Guinea 
(BCRG),  headed  by  its  Governor 
Ibrahima  Cherif  Bah,  together  with 
the  World  Bank,  has  plans  to  create  a 
stock  exchange  to  help  develop  the 
financial  markets.  The  government 
believes  this  will  act  as  a  guarantee  for 
investors    by    allowing    them    to    sell 


NATURAL  RESERVES 
Bauxite:  1 2  billion  tons,  i.e.,  a  third  of  the  World's  reserves 

Iron:  5  billion  tons 

Gold:  1,000  tons 

Diamonds:  30  million  carats 

Arable  land:  7  million  hectares 


NVEST  IN  GUINEA 


MAIN  INDICATORS  FOR  1997 

Growth  rate:  5% 

Inflation  rate:  1.9% 

GDP:  US  $3.9  billion 

Budget  deficit:  6%  of  GDP 

Foreign  debt:  US  $3.2  billion 

Balance  of  payments  deficit:  4.4%  of  GDP 

Contact: 

Governor  of  the  Central  Bank,  Telephone:  (224)  41.26.5 1 ; 

Fax:  (224)  41.48.98;  B.P.  692  Conakry,  Rep.  of  Guinea 


M 


Societe  Miniere  de  Dinguiraye 

PURE  GOLD 


95%  purity  gold  upon  extraction: 
estimated  production  in  1998: 
65,000  oz.;  production  objective: 
150-200,000  oz.  of  gold  per  year. 

You  can't  find  better  gold  in  such 
quantities  anywhere  else  in  the 
world. 

B.P.  322  Conakry  -  Republic  of  Guinea 
Tel.:  (224)  46.36.81  -  Fax:  (224)  46.35.73 


Caisse  Nationale  de  Securite  Sociale 

The  contributors  to  the  Guinean  Social 

Security  (CNSS)  bring  us  their  problems. 

It  is  our  duty  to  solve  them  as  soon  as 

we  can  and  in  the  best  possible  way. 

Our  mission  is  to  help  others. 


THE  NATIONAL  SOCIAL  SECURITY 

OF  GUINEA, 
AT  THE  SERVICE  OF  THE  PEOPLE. 

B.P.  138  Conakry  -  Rep.  of  Guinea 

Tel:  (224)44.21.14 

Fax:  (224)  44.21.15  &  44.21.16 


MORE  INFORMATION  ABOUT 

their  shares  at  any  given  time.  Before 
operations  start  in  1999,  however, 
the  accounting,  reporting  and  banking 
systems  will  have  to  be  made 
more  reliable.  Director  General  of 
UGAR  Raphael  Yomba  Toure  claims 
that  his  company  has  also  benefited 
from  business  synergies  and  technical 
assistance  from  its  French  partner,  the 
AXA  group,  owner  of  40%  of  the 
insurance  company.  Today  the  state 
owns  35%  of  the  company,  having  sold 
25%  to  private  investors.  However, 
Yomba  Toure  believes  that  AXA, 
taking  advantage  of  the  government's 
disengagement  policy,  will  try  to  increase 
its  shares  to  51%. 

But  financial  development  does 
not  imply  social  development  - 
currently,  half  the  population  is 
officially  unemployed.  This  is  largely 
the  result  of  massive  restructuring 
and  closure  of  inefficient  state-owned 
enterprises,  and  is  perceived  as  a 
regrettable  but  necessary  evil  in 
bringing  about  a  transformation  of 
the  country's  economy. 

The  Caisse  Nationale  de  Securite 
Sociale  (CNSS)  plays  a  central  role  in 
the  social  development  of  Guinea. 
Guided  by  the  IWB  (International 
Work  Bureau)  and  the  UNDP  (United 
Nations  Development  Program),  the 
CNSS  has  completely  reinvented 
itself.  Contributions  from  60,000 
affiliates  represent  the  only  source  of 
revenue,  and  contributions  have 
increased  from  18%  in  1997  to  23% 
this  year.  CNSS  General  Director 
Abdoul  Karim  Sylla  argues  that  this 
measure  has  allowed  CNSS  to  cope 
with  higher  pension  costs  and  improve 
service.  Among  CNSS's  most  ambitious 
projects  are  the  construction  of 
hospitals  and  housing  for  those  on 
social  security. 

ATTRACTING  FOREIGN  INVESTORS 

Conscious  of  the  need  to  attract  foreign 
investors,  a  series  of  reforms  has  been 
introduced,  designed  to  make  the 
establishment  of  foreign  companies  in 
Guinea  more  attractive.  Capital  transfer 
is  unrestricted.  Foreign  companies  enjoy 
a  number  of  tax  advantages.  Reform  of 
the  judicial  system  is  under  way,  and  the 
Office  for  the  Promotion  of  Private 
Investment  (OPIP)  was  created  in  1992 
to  simplify  administrative  formalities  for 
inward  investors. 

Multinational  companies  -  mostly 
from  the  mining,  energy  and  industrial 


GUINEA  AT  www.winne.com 

sectors  —  have  responded  to  Guine; 
invitation.  In  the  mining  sectc 
Ashanti  Goldfields,  the  Ghanaian  go 
giant,  recently  invested  US$$: 
.  million  in  production  facilities.  I 
Beers,  the  world's  diamond  leadc 
has  just  signed  a  US$50  millicll 
extraction  contract.  British  Rio  Tint 
attracted  by  the  iron  reserves,  h 
opened  offices  in  Guinea.  The  ( 
market,  traditionally  dominated  1 
multinational  corporations,  has  recent 
welcomed  Mobil  into  the  area,  ai 
now  the  company  is  bidding  strong 
to  capture  a  12%  market  share. 

•i  jcdl 

BROADENING  HORIZONS 

One  of  the  main  tasks  facing  Ministi' 
of   Economy    and    Finance    Ibrahir1 
Kassory  Fofana  is  creating  the  perfe 
economic  climate  for  foreign  investor 
Fofana's    bold    personality    and   stri"'  a 
budget  controls  have  contributed  . 
the  cleanup  of  the  financial   systei 
The  balance  of  trade  is  now  positive'1  '■■•■  st 
Guinea's    GDP    has    been    increasii;!     J 
steadily,  growing  from  4.4%  in  1995'  »U 
4.8%  in  1997.  Under  the  developmer»  m. 
program   "Guinea  Vision   2010,"  t 
level  of  growth  in  trade  is  expected 
reach  double  figures.  That  would  mi 
income  growth  of  1.5%  per  person 
year.    Fofana's    economic    program 
now    targeting    national    savings,  t 
banking  system  and  financial  mark 
To      attract      foreign      capit: 
Guinea    has    made    great    strides 
improving    the    infrastructure   of  \ 
country.  As  a  result,  streets  are  clear 
and     electricity     is     now     availat 
throughout    the    country,    compar 
with     36%     availability     in     19S 
Resident    expatriates    are    impress 
with    the    amount    of   improveme 
achieved    in   a    relatively    short   tin 
And  the  government  remains  firm 
its  resolve  to  continue  the  progress. 


A  COMMUNICATIONS  MAKEOVER 

Modernizing  Guinea's  telecffl 
munications  is  an  absolute  priori 
for  Minister  of  Public  Works  Cell 
Dalein  Diallo.  Following  the  libej 
ization  policy  of  1992,  which  alio* 
private-sector  investment,  Telek< 
Malaysia  Berhad  acquired  60% 
Sotelgui  (the  national  telecfl 
munications  operator)  in  Decern! 
1995.  Since  the  takeover,  thi 
has  been  a  significant  upgradej 
service  and  an  increase  in  custdj 
satisfaction.  In   1996,  the  number 
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hone  lines  was  10,000;  by  July 
it  had  tripled.  Hassan  Swan,  the 
general  manager  of  Sotelgui, 
ts  to  have  54,000  customers  by 
mber  1998.  To  increase  the 
hone  net,  a  joint  US$40  million 
tment  has  been  made  by 
om  Malaysia  and  the  state.  In 
year  2000,  150,000  telephone 
will  be  operational.  In  January 
thanks  to  U.S.  financial 
irt,  Guinea  was  connected  to 
iternet. 

he  cellular  phone  market  has  also 
ased  dramatically,  most  likely 
se  calls  from  a  cellular  phone  cost 
:le  as  from  a  standard  telephone. 
gui's  total  of  9,000  cellular 
mers  will  double  by  the  end  of 
vear.  In  April  1998,  Sotelgui 
hed  its  Global  System  for  Mobile 
lunications  (GSM  > 
The  roads  in  Guinea  have  under- 
i  serious  makeover  as  well.  Guinea 
boasts  13,900  kilometers  of 
,  of  which  1,950  kilometers  are 
lted,  and  rural  tracks  cover  5,600 
leters.  Serious  efforts  are  being 
to  improve  side  roads  in  the 
il,  Conakry.  Enco-5,  a  construction 


One  of  the  keys  to  the  development  of  any 
country  is  the  creation  of  new  roads.  This  is 
in  fact  one  of  the  priorities  of  the  Guinean 
government  ENCO-5  PLUS  has  already 
created  and  repaired  70%  of  the  roads  of  the 
capital,  Conakry. 


They  are  also  actively  present  in  the  rest 
of  the  country.  ENCO-5  PLUS  activities 
extend  to  all  fields  of  civil  engineering, 
including  airport  landing  fields. 
ENCO-5  PLUS  is  helping  Guinea  to 
grow. 


WE   BUILD   THE   FUTURE 


B.P.  2327  Conakry,  Republic  of  Guinea 
Tel:  (224)  1 1 -2 1. 2 1. 75  &  (1-224)  78.93.42,  Fax:  (224)  78.93.40 


We  are  the  first 
telecommunications 
operator  in  Guinea. 

We  provide  all 

services  through  the 

latest  technology. 

We  grow  by 

helping  Guinea  to 

develop  and  reach 

the  world. 


I      SOTELGUI  (Societe  des  Telecommunications  de  Guinee) 
2006  Conakry  -  Rep.  of  Guinea  -  Tel:  (224)  41.12.10  /  41V2.12  -  Fax:  41.32.18 


In  Sotelgui, 

we  bring  people 

together. 
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company,  is  determined  to  reshape 
the  city  map.  This  Russian  company, 
created  in  1990  by  an  inter- 
governmental agreement  between 
Guinea  and  Russia,  has  already  built 
70%  of  Conakry's  roads.  Plans  for 
further  improvements  are  well  under  way. 

When  Director  General 
Viatcheslav  Minaev  first  arrived, 
Enco-5's  only  mission  was  to  build 
the  highway  known  as  Le  Prince.  After 
the  breakup  of  the  Soviet  Union, 
Enco-5  went  private  and  has  become 
a  very  profitable  and  diversified  civil 
engineering  company,  with  annual 
earnings  of  approximately  US$24 
million. 

Conakry  is  only  six  hours  away 
from  Europe  and  seven  hours  from 
New  York.  Now  thanks  to  a  code- 
sharing  agreement  between  Sabena 
and  Delta  Airlines,  American  travelers 
can  now  board  a  flight  in  the  U.S.  and 
land  in  Guinea  with  just  one  stopover 
in  Europe. 

But  the  real  gateway  to  Guinea 
is  the  Autonomous  Port  of  Conakry 
(PAC)  through  which  90%  of  Guinea's 
trade  passes.  The  port's  success  is 
closely  linked  to  the  economic  health 
of  the  country,  especially  to  the 
mining  sector,  since  60%  of  the  cargo 
leaving  its  docks  are  mined  products. 
Between  1996  and  1997  the  port's 
traffic  fell  by  9%,  due  mainly  to  the 
steady  decline  in  international  bauxite 
prices  faced  by  mining  companies  such 
as  SBK  and  Friguia.  Prior  to  this,  from 
1992  to  1997,  sea  trade  increased 
10%,  reaching  3-7  million  tons.  The 
volume  of  container  traffic  registered 
in  the  same  period  rose  by  72%. 

Big  changes  took  place  during 
the  second  port  project  of  1989-92 
when    US$100    million    was   invested 


to  expand  the  port's  capacity.  For 
example,  an  80,000-square-meter 
container  terminal  was  built,  the 
access  channel  was  dredged  and  an  oil 
wharf  was  built.  Plans  to  double  its 
present  capacity  and  modernize  its 
structures  and  technology  will  cost 
another  US$60  million. 

MAXIMIZING  THE  COUNTRY'S 
RESOURCES 

Aliou  Diallo,  general  manager  of  the 
PAC,  is  optimistic  about  the  future. 
He  ties  the  progress  of  the  port  to 
that  of  the  country.  Although  the 
government  foresees  a  5%  increase 
in  GDP  by  the  year  2010,  much 
remains  to  be  done.  In  particular, 
roads  linking  the  mining  areas 
need  considerable  upgrading,  and 
production  of  agricultural  and  min- 
ing products  will  have  to  increase 
substantially. 

In  fact,  mining  and  energy 
represent  25%  of  GDP,  and  mining 
(18.6%  of  GDP)  has  traditionally 
powered  the  Guinean  economy  because 
it  is  the  main  source  of  foreign 
currency  and  tax  revenues.  These 
sectors  have  undergone  serious 
restructuring,  however,  with  a  current 
growth  rate  of  4%.  The  government 
has  fixed  growth  in  the  mining  sector 
at  8%  to  9%  by  the  year  2010.  To 
achieve  that,  foreign  investment  is 
needed.  But  that  should  not  prove  too 
difficult,  as  Guinea  is  sitting  on  a 
mountain  of  riches:  Diamonds,  gold, 
bauxite,  iron  and  granite  abound,  and 
other  mineral  reserves  such  as 
platinum,  copper,  chrome,  cobalt, 
uranium,  lead  and  titanium  have  yet 
to  be  exploited.  The  existence  of 
important  oil  and  gas  reserves  has  also 
been  confirmed. 


In  the  past,  minerals  acco 
for  90%  of  exports.  Despite  the  count 
abundance  of  natural  reso 
Guinea  has  not  been  able  to 
value  to  them.  However,  Minister 
Natural  Resources  and  Energy  Fass 
Fofana  is  taking  steps  to  build- 
downstream  income  and  enlarge 
portfolio  of  minerals  currently  produc 
Consequently,  a  new  mining  a 
offeting  attractive  incentives 
investors  was  introduced  in  1995. 

But  Guinea's  dependence 
bauxite  is  difficult  to  change.  I 
country  contains  30%  of  the  wor 
reserves,  and  it  is  the  world's  seco 
largest  producer.  It  also  hosts  a  numi 
of  mining  giants.  Their  Compag 
des  Bauxites  de  Guinee  (CBG)  is 
largest  mining  company  in  Afij 
Friguia  is  the  only  alumina  factory 
the  continent;  and  the  Societe  ; 
Bauxites  de  Kindia  (SBK)  expt 
virtually  all  of  its  production' 
the  Ukraine. 

The  aluminum  industry,  too 
sure  to  attract  savvy  investors.  Leon 
Jacob,  who  has  just  been  confirmee 
Friguia's  general  manager,  expl 
that  the  aluminum  industry 
developed  tremendously  in  the  past 
years.  The  goal  is  to  double  pr 
uction  capacity  to  1.3  million  tons 
year.  The  industry  is  also  try 
to  develop  low-iron  alumina,  wh 
is  attractive  to  high-purity  m< 
producers.  Cameroon  and  Nigt 
already  import  from  Friguia,  and  Gb 
is  their  next  target.  Their  partners) 
guarantee  exports  to  their  own  he 
markets.  Their  plant  is  close  to  theco 
and  Guinea  is  nearer  to  Europ 
smelters  than  most  of  its  competin 

One  of  the  companies  benefit 
from    the    introduction    of   the  I 
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THE  MINISTRY  OF  ECONOMY  AND  FINANCE  OF  GUINEA 
SUPPORTS  THE  DEVELOPMENT  OF  ITS  COUNTRY 


Discover  GUINEA 
land  of  Adventure 


Discover  our  wild  nature 


OPIP 

Office  de  Promotion  des  Investissements  Prives 


HOW  TO  INVEST  IN  GUINEA 

If  your  company  is  willing  to  invest  in  the  most  promising  country  in  West  Africa, 

the  OPIP,  Office  for  the  Promotion  of 
Private  Investment,  is  the  right  place  to 
start. 

At  OPIP  we  inform  you  of  the  investment 
possibilities  and  advise  you  according  to 
your  investment  choices.  We  have  created 
an  integral  assistance  program  which 
simplifies  and  dramatically  speeds  up  the 
task  of  investors. 

Guinea  offers  you  democratic  and 
political  stability,  tax  advantages,  the 
ability  to  transfer  capital  without  delays, 
and  incredible  business  opportunities. 
The  private  sector  in  Guinea  is  very 
dynamic  and  highly  competitive,  but  is  in 
need  of  foreign  expertise  and  capital.  That 

is  why  we  go  all  the  way  to  help  you  to  establish  yourself  in  our  country. 

Address:  B.P  2004  Conakry  -  Republic  of  Guinea 
Tel:  (224)  41.49.85  -  Fax:  (224)  41.39.80  -  e-mail:  benyqlla@mirinet.net.gn 


For  further  information,  contact: 

Office  National  du  Tourisme 

B.P.  1275  Conakry  -  Guinea 

Tel:  (224)  45.51.61/ 62  &  64 

Fax:  (224)45.51.63 


FISHING  IN  GUINEA 

Guinea  has  more  than  300  km.  of  coasts  and  an  80  km.  wide  continental  shelf  with 
a  rich  marine  fauna.  Catches  in  1997  rose  to  250,000  Tm. 
Domestic  and  foreign  markets  are  expanding.  Guinea  is  expected  to  export  25,000 
Tm  of  fish  per  year. 

Shrimp  culture  and 
marine  fish  farming  are 
fast  growing  (30,000  Ha.). 
Due  to  the  excellent 
quality  of  our  fish  and 
strict  quality  norms  we 
are  able  to  meet  the 
toughest  standards  (EU, 
USA). 

Investors  are  encouraged 
to  participate  in  the 
development  of  this 
attractive  sector,  especially 
in  the  processing  industry. 

For  further  information  contact: 
OPIP  -  OFFICE  DE  PROMOTION  DES  WVESTISSEMENTS  PRTVES 

Tel:  (224)  41.49.85  -  Fax:  (224)  41.39.80  -  E-mail:  benyqlla@mirinet.net.gn 
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mining  code  has  been  Societe  Miniere 
de  Dinguiraye  (SMD).  General  Manager 
Daniel  Larribe  explains  that  the  key  to 
SMD's  success  has  been  striking  gold 
in  rock  deposits  other  than  the  tradi- 
tional quartz  structures.  Prospecting 
has  been  carried  out  using  the 
company's  shareholders'  funds,  and  it 
is  starting  to  yield  dividends.  (Produc- 
tion in  1996  was  worth  US$14. 5 
million.) 

Larribe  points  out  that  SMD's 
production  target  for  the  year  2000  is 
five  tons  per  year,  so  the  company's 
priority    is    finding    new    gold    beds. 


Prospecting  has  already  started, 
and  SMD  has  identified  gold-rich 
gravels  containing  proven  reserves  of 
100,000  ounces. 

Development  of  the  mining 
sector  depends  heavily  on  reliable 
sources  of  energy.  Guinea  possesses 
extremely  rich  water  resources.  For 
example,  the  Gambia,  Senegal  and 
Niger  Rivers  all  rise  here,  and 
annual  rainfall  reaches  four  meters. 
Consequently,  the  construction  of 
hydroelectric  dams  is  an  obvious 
course.  Even  though  Guinea's  hydro- 
electric   potential    is    600,000    mega- 


PORT 
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DE  CONAKRY 

The  exploitation  of  conditions  makes  the  difference 


A  rich  and 
welcoming 
country 
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Natural  access  facilities 
Impeccable  nautical 
conditions 

24  hour  service 
assured  to  the  ships  by  high 
performing  tugs  and  patrol 
boats  available  any  time. 

A  100  meter  long 
petroleum  wharf  containing 
8  dukes  guarantees  an 
excellent  service  to  tankers 
of  more  than  25,000  tons. 

A  container  terminal 
with  a  capacity  of  50,000 
containers  offers  its  users 
the  best  security  conditions 
for  their  goods. 


The  PAC  only  works 
with  the  best  partners. 

The   handling,   consignment   and    transit   companies   are   well 
equipped  and  experienced  at  regional  and  international  levels. 
Experienced  industrial  users  and  economic  operators. 

OUR  MOTTO:  SPEED  -  EFFICIENCY  -  SECURITY 

A  port  in  full  expansion  in  the  midst  of  a  rapidly  changing  economy 

B.P.  805  Conakry  (GUINEA) 

Tel:  (224)  41  27  28  /  41  27  37  /  41  27  44  /  41  45  30  -  Fax:  (224)  41  26  04 
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watts,  only  1%  is  used.  Garafiri  Da 
the  country's  biggest  energy  hope, 
being  built  by  the  Canadian  compa 
Hydroquebec.  When  completed  I 
-  1999,  it  will  add  75  megawatts 
existing  capacity.  Thermal  ene 
centrals  (Tombo  III  and  IV)  will  ra 
this  by  an  additional  160  megawatt 

Agriculture,     as     opposed 
mining,     accounts     for     18.6% 
Guinea's  GDP  (in  1996  it  account 
for    16%    of   export    revenues),    ) 
almost    80%    of  the   country's    lab 
force  is  employed  in  the  sector.  T 
government's  new  agricultural  poli 
to    make    a    rapid    transition    fro 
subsistence  farming  to  cash  crops,  1 
opened  the  door  to  private  investoJ 
Among  the  first  to  respond  have  be I 
the   Chinese   and    Malays,   who   hal 
invested  heavily  in  the  production  I 
rice  -  Guinea's  staple  food.  Guine 
high  rainfall  and  varied  climate  ma 
this  country  ideal  for  the  cultivation 
rice,  corn,  coffee,  cocoa,  palm  oil  trt 
and  exotic  fruits.  With  support  frcj 
international    development    agenck 
production  has  risen  considerably,  . 
have  exports,  which  doubled  betwe 
1992  and  1996. 


BRIGHT  FUTURE 

Guinea,     despite     the    gaps     in 
infrastructure,  offers  excellent  oppq    , 
tunities  for  investment.  What  used      -. 
be  called  the  "water  tower  of  westei    j_ 
Africa"  still  offers  huge  opportuniti 
especially  in  agriculture,   mining  a 
tourism.  It  is  worth  remembering  tl 
African  markets  have  not  yet  been  1 
by  recession,  and     Guinea's  starti" 
point   is   sufficiently   low  so   that    j 
potential  is  massive.  All  that  is  requirM 
is  patience,  a  sense  of  humor  and   I 
acceptance  that  things  in  Guinea  ;  I 
just  done  differently.  B 


NOTE:  Due-  to  presidential  elections  in 
December  1998,  the  second  part  of  our    I 
Guinea  report  will  be  published  in  the     I 
near  future,  providing  our  readers  with 
more  accurate  and  up-to-date  informant) 
(CBG.  SONIC  SBK  and  the  Ministry  ol 
Agriculture  will  be  a  part  ol  it). 

Produced  b)  World  Investment  News  I 

Associate  Producer:  C.Semaille,  M.Sui  ii 

Written  by  M.Suciras 

Designed  bj  Add  |illa.  Mil  AC.  IK. 


computers/communications 


Vhat  was  verbal  is  becoming  visual. 
/isio  Corp.'s  simple  software  equips  your 
:omputer  to  speak  this  new  language. 

Drawing  room 


l.y  Tim  \V.  Ferguson 

1  DIAGRAM   is  worth  a  thousand 

jjiemos. 

I  That  might  be  the  motto  ofVisio 
"orp.,  a  surging  Seattle  software  maker 
:iat  wants,  in  the  words  of  cofbunder 
•nd  technology  chief  Theodore  John- 
'  >n,  "to  move  drawing  out  of  the 
rafting  department  in  the  same  way 
iat  Word  moved  word  processing  out 
if  the  secretarial  pool."  Today  only  a 
bdd)  -duddy  asks  .m  assistant  to  type 

hything  but  the  most  formal  letter  or 
cport.  Tomorrow  the  same  may  be 

he  ot\\  simple  schematic. 

And  there'll  be  lots  of  schematics. 

llor  better  or  worse, 
'  e're  becoming  a     Johnson,  Jaech 
lore  visual  and  less      Square  guy 
:xtual  people.  That      angles  to  sell 
lay  be  of  necessity:      techie's  gems. 
■localization  means      ■■■■ 
tiore    multilingual 
'  ork  teams,  such  as  the  several- nation 
'roup  that  put  together  the  new  ford 
ocus.  Why  risk  miscommunication 
'hen  symbolic  diagrams  can  suffice? 

Tlus,  the  appreciation  of  graphics  tools 
I  deepening.  As  Yale  professor  Edward 
ufte,  a  prophet  in  the  field,  writes. 
Good  displays  of  data  help  to  reveal 
mow  ledge  relevant  to  understanding 
pechanism,  process  and  dynamics, 
aus'e  and  effect." 

'*  Pure  data  charts,  Yisio  leaves  to  die 
.otuses  and  Excels.  But  data  can  be 
icorporated  in  a  flow  analysis,  say,  or 

Ihe  lattice  of  a  telecom  network,  to 
how  chokepoints  or  to  assist  in  usage 
•r  cost  audits.  That's  the  high  end  of 
|  /hat  Visio  delivers.  On  a  basic  level, 
seeks  to  "change  who  can  draw," 
ays  Ted  Johnson. 

In  the  course  of  ordinary  business 
ommunication,  managers  and  other 
.eneralists  need  to  be  able  to  express 
oncepts  at  a  glance:  a  corporate 
eshuffling,  a  guide  to  entering  sales 
•rders,  or  a  problem  on  the  produc- 
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tion  line.  Tufte,  in  his  1997  book 
Visual  Explanations,  suggests  medical 
workers  could  thus  frame  patient 
charts.  These  users  aren't  artists  or 
draftsmen— they  want  common  sym- 
bols and  shapes  they  can  drag  and 
drop  onto  a  computer  screen. 

And  these  aren't  commercial-qual- 
ity graphics — they're  primarily  for 
internal  use,  but  they  have  to  be 
good  enough  to  do  a  sales  job.  "If 
you  don't  have  a  good  picture, 
nobody's  going  to  look  at  what 
you're  going  to  tell  them.  The  first 
ten  seconds  are  key,"  says  Kent  Dick- 
inson, whose  program  planning  and 
analysis  department  at  Motorola  used 
Visio  to  draw  up  scheduling  and  tasks 
for  the  company's  recent  Iridium 
satellite-phone  roll-out. 

Visio  leaped  into  this  "drawing 
engine"  market  six  years  ago.  The 
opening  was  Windows  3.0,  the  first  PC 
operating  system  to  allow  use  of  shapes 
such  as  might  be  found  on  drafting 
stencils. 


Thus  began  a  tandem  act  with 
Microsoft,  the  Big  Foot  across  Lake 
Washington.  Visio  programmers  scur- 
ried over  the  Christmas  holidays  in 
1992  to  get  a  teaser  for  their  first 
release  included  on  a  mailing  of  two 
million  upgrade  disks  of  Windows  3.1. 
Like  applications  generally,  Visio 
feeds  off  the  Windows  operating 
system — each  creates  demand  for 
upgrades  of  the  other.  The  trick  is 
never  to  get  too  close 
to  what  Microsoft 
considers  its  own 
domain.  Another  Seat- 
tle-area software- 
maker,  RealNetworks, 
has  done  just  diat  with 
its  Internet  video/ 
audio  product,  and  is 
in  a  dogfight.  "Living 
on  the  edge  of  an 
operating  system  is 
a  bad  place  to  be," 
says  Visio  chief  execu- 
tive and  co-founder 
Jeremy  Jaech. 

Adds  Visio's  chief 
marketing  officer, 
Gary  Gigot,  a 
Microsoft  alum:  "We 
spend  a  lot  of  time 
managing  our  rela- 
tionship with 
Microsoft.  In  fact,  we  work  at  it  more 
than  they  probably  know."  That  means 
not  just  staying  in  touch  with  the 
giant's  product  groups.  Visio  checks  on 
Windows  introductions  at  work  sites, 
and  patterns  its  licensing  agreements 
after  Microsoft's.  At  Redmond,  a 
group  manager  who  works  with  Visio 
and  other  developers  confirms  the 
technical  and  marketing  harmony. 

Visio's  growth  targets  are  auda- 
cious. Company  revenues  reached 
$166  million  in  the  just-finished  fiscal 
year,  up  fivefold  since  1995.  Jaech 
wants  to  be  a  billion-dollar  company 
within  five  years,  and  to  keep  on 
target,  revenues  should  grow  40%  in 
fiscal  1999.  Already,  Visio  has 
zoomed  to  2.5  million  "seats,"  or 
computer  users  for  whom  the  soft- 
ware has  been  bought,  at  a  cost  in  the 
vicinity  of  $180  per  seat.  That  seat 
count  is  up  400%  in  three  years. 

But  the  untapped  market  is  huge: 
Visio  figures  35  million  people  could 
use  a  drawing  program  at  least  once  a 
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A  Criminal  Justice  Flowchart 


Release 
individual 


Law 
enforcement 
makes  contact 


Visio  software  can  help  illuminate  process  problems.  MBA  student  Douglas  Hase  used  it  to  chart  handling  of  criminal  case 
for  officials  in  Kitsap  County,  Wash,  weighing  jail  overcrowding.  Red  outcomes  worsen  crowding,  green  lessen  it,  yellow 
have  uncertain  effect.  Blue  are  decision  points.  Kitsap  County  voters  in  February  will  be  asked  to  approve  new  jail. 


week.  Getting  them  hooked  on  Visio 
means  reaching  deep  inside  big  cor- 
porate clients.  The  idea,  patterned 
after — who  else? — Microsoft  in  get- 
ting its  Office  software  onto  75  mil- 
lion screens,  is  to  build  on  the  satis- 
faction of  early  adapters  to  license 
thousands  of  others.  The  installed 
base  creates  a  buzz  about  capabilities 
and,  at  some  point,  helps  you  become 
the  standard  for  a  certain  application. 
That's  when  the  big  orders  come  in. 

"The  market  for  box  software  is 
declining,"  says  Jaech.  "Fewer  compa- 
nies allow  individuals  to  install  on  their 
own.  You  have  to  sell  from  the  top 
down." 

That's  been  the  story  at  Hewlett- 
Packard,  the  biggest  Visio  client  with 
about  100,000  seats  (roughly  the 
whole  company).  Chrysler  (25,000), 
WorldCom  (20,000)  and  Boeing 
(17,000)  have  bought  big.  But  other 
plum  clients  remain  only  marginal 
licensees:  the  IRS,  for  example,  has 
only  1,500  seats  in  its  audit  wing. 
Visio  would  like  to  equip  the  tech- 
nology-challenged tax  agency  better 
for  the  handling  of  honest  returns. 

Instead  of  the  vector  geometry  in 
much  professional  drawing,  Visio 
emphasizes  objects — a  door,  an  arrow. 
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A  pending  release  may  have  30,000  of 
them.  Why  so  many?  Consider  the 
space  planner  at  work  on  the  compa- 
ny's new  174,000-square-foot  offices 
along  downtown  Seattle's  waterfront. 
Just  one  of  the  six  floors  has  74,000 
"pieces"  to  put  in  place.  The  architect 
may  have  used  a  $5,000  computer- 
aided  design  system  to  design  the 
building.  The  planner  uses  $300  Visio 
software  to  make  sure  everything  fits, 
down  to  the  last  wall  socket. 

Having  carved  out  a  basic  market, 
Visio  is  finding  its  most  lucrative  busi- 
ness— and  nearly  half  of  revenues — is 
coming  from  the  information-tech- 
nology applications,  priced  at  up  to 
$1,000.  These  help  keep  track  of 
client-server  applications  and  com- 
munications nodes  that  are  constant- 
ly changing.  "Visio  tools  have  intelli- 
gence," says  Jeffrey  Tarter,  publisher 
of  Softletter,  a  trade  periodical.  "They 
allow  you  to  edit  these  things." 

Visio  Corp.  is  an  unusual  combina- 
tion of  highflier  and  careful  crawler, 
and  that  stems  from  Jaech  himself.  He 
came  from  desktop-publishing  pioneer 
Aldus  i  as  did  Johnson  |.  Analytical  and 
reserved,  the  44-year-old  insists  on 
exhaustive  market  studies  before  each 
major  product  move.  But  he  reaches 


for  the  sky  (and  demands  a  25%  ope 
ating  margin)  when  Visio  is  ready.  F 
wants  his  programmers  and  markete 
to  be  fanatics,  but  disdains  the  coi 
frontational  environment  some  assot 
ate  with  companies  like  Microso! 
Here,  a  close-your-door-and-fire-ol 
an-E-mail  style  is  not  encourage 
Visio's  lease  on  its  $35  million  heai 
quarters  building  specifies  an  ope 
center  staircase  linking  all  floors. 

So  far  the  comity — and  Jaech's  rn 
nonsense  targets — have  paid  off.  Tl 
debt-free  company  enjoyed  profits  t> 
the  latest  fiscal  year,  excluding  acqi 
sition  charges,  up  64%,  to  $35  mi 
lion.  Despite  an  increase  in  staffir 
from  396  to  567  over  the  last  yez 
revenues  per  salesperson  rose  47' 
The  shares  go  for  a  healthy  30  tim 
trailing  earnings. 

Tight  as  it  has  been  with  Microso 
Visio  must  take  care  to  burgeon  wit 
out  roiling  the  waters  of  Lake  Was 
ington.  At  some  point — who  kno\ 
where  exactly  in  unit  volume  or  re 
enue — an  applications  maker's  mark 
becomes  of  interest  to  Bill  Gates.  Y( 
try  to  protect  your  niche  with  innov 
tions  that  even  Microsoft  cannot  eas 
keep  up  with.  But  there  are  no  sa 
harbors  in  this  industry.  ■ 
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Ir  not  us,  then  who?  We  now  have  one  of  die  worlds  great  IT  service  organizations:  25,000  experts  in  over  100  countries. 
We've  even  turned  our  experience  in  solving  tough  problems  into  leading-edge  tools  and  products,  offering  them 


directly  of  over  the  Web 


to  partners,  resellers  and  customers  at  great  savings 


and  money.  For  more  answers,  better  answers,  reach  us  at  www.compaq.com/do. 

Better  answers: 


Digital  tools 


By  Stephen  Manes 


The  resolution  game 


Think  of  Georges  Seurat,  the 
pointillist  painter  of  the  19th 
century,  as  the  patron  saint  of 
digital  imaging.  He  made  dis- 
crete dots  blend  into  smooth 
pictures.  But  no  bearded,  mon- 
ocled  press  agent  of  Seurat's  day 
ever  hyped  speckled  images  the 
way  scanner  and  printer  vendors 
do  now. 

Scanner  packaging  screams 
"9,600  dots  per  inch"  (dpi) 
even  when  the  fine  print  reveals 
a  more  honest  300  or  600.  A 
printermaker  brags  about  its 
1,440-dpi  technology,  but  qui- 
etly admits  that  that  number 
applies  in  only  one  direction. 
Another  vendor  says  its  printers 
deliver  fewer  dots  but  better 
ones.  Makers  of  screen  displays 
avoid  making  dpi  claims  at  all, 
because  they  generally  get  no  more  than  a  wimpy- 
sounding  100.  And  camera  makers  tout  "megapixel" 
capabilities  without  mentioning  inches  at  all. 

Making  sense  of  this  dottiness  isn't  easy,  because  all 
dots  are  not  created  equal.  In  the  virtual  world,  a  dot — 
or  pixel — is  a  mere  numeric  representation.  In  the  phys- 
ical world,  that  representation  is  usually  translated  into 
subdots  that  mix  in  the  viewer's  eye:  illuminated  red, 
green  and  blue  spots  or  stripes  on  a  screen;  dots  of 
cyan,  magenta,  yellow  and  black  ink  on  a  page.  But  one 


type  of  dot  does  not  always  correspond  directly 
with  another.    , 

Run  an  image  through  a  scanner,  and  you  get  back 
numbers — a  matrix  of  dot  values.  Using  8  bits  of 
information  (for  256  distinct  intensities)  per  primary 
color,  each  24-bit  "dot"  a  scanner  typically  delivers 
represents  one  of  16.7  million  colors.  How  many  you 
get  per  linear  inch  is  expressed  in  dpi. 

Dots  on  screen  displays  and  in  digitally  stored 
images  are  always  counted  in  their  full-color  glory, 
not  in  terms  of  their  red,  green  and  blue  subdots.  But 
with  computer  printers,  it's  a  different  story. 

Monitors  can  vary  the  brightness  of  subdots  to  create 
colors;  printers  can't.  To  create  apparent  gradations  of 
intensity  and  color,  most  printers  employ  a  time-honored 
technique  called  screening — arranging  a  multitude  of 
dots  on  paper  to  produce  the  illusion  of  differing  intensi- 
ties. Color  photos  in  this  magazine  are  printed  this  way. 

The  key  point  is  that  it  takes  multiple  dots  of  ink  to 
represent  gradations  of  intensity.  It  will  take  256  iden- 
tically sized  subdots  to  represent  256  intensity  levels  of 
a  single  color.  If  four  different  subdot  sizes  are  avail- 
able, it  will  take  64  to  do  the  same  job. 

Some  computer  printers  can  mix  drops  of  ink  to 
create  dots  of  varying  colors,  and  some  can  vary  the 
size  of  the  dots  they  produce.  But  eventually  most 
printers  must  resort  to  using  multiple  subdots  to  rep- 
resent the  gradations  in  a  single  digital  pixel.  What 
this  means  in  practice  is  that  a  computer  printer  can't 
possibly  render  all  the  nuances  of  an  image  scanned  at 
the  printer's  official  dpi  rating. 

In  theory,  handing  the  printer  more  data  lets  its  soft- 


< 

\«* 

In  "Sunday  Afternoon  on  the  Island  of 
La  Grande  Jatte."  Seurat  used  thou- 
sands of  individual  dots  meant  to 
blend  in  the  viewer's  eye  into  a  satis- 
fying whole.  With  greater  emphasis 
on  accuracy  than  on  artistry,  digital 
imaging  works  much  the  same  way. 


Stephen  Manes,  a  computer  industry  journalist  since  19&;  is  the  coauthor  of  Gates,  a  biography  of  Microsoft's  chairman. 
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INTELLIGENCE 

IS  THE  DIFFERENCE 
BETWEEN  A  COPIER 
AND  A  SOLUTION. 


ILHIHimm--    Digital  tools 


ware  make  intelligent  decisions 
about  which  information  to  keep 
and  which  to  throw  away.  In  prac- 
tice, scans  at  one-half  or  even  one- 
third  the  printer's  dpi  rating  usually 
look  line.  The  much-smaller  files 
that  result  are  also  faster  and  easier 
to  work  with. 

Text  and  line  art  are  exceptions. 
If  something  is  all  black  and  mmmmmmmmm 

white,  with  no  shades  of  gray,  it 
can  be  represented  digitally  as  a  stream  of  1-bit  num- 
bers— Is  and  Os,  on  or  off.  That  matches  the  printer's 
ability  to  put  no  dots,  or  one,  on  a  particular  part  of 
the  page,  so  half- toning  is  unnecessary.  Conclusion: 
Scan  text  and  line  art  at  the  printer's  official  recom- 
mended dpi  rating. 

And  remember  that  the  "per  inch"  part  of  the  metric 
is  as  important  as  the  number  of  dots.  Think  of  dots  as 
caviar;  if  you  have  a  tiny  jarful  that  neatly  fills  a  1-inch 
cracker,  the  fish  eggs  will  look  highly  pointillistic  if  you 


Take  performance  claims 
with  a  grain  of  salt— especial- 
ly when  they  involve  pixels. 
Herewith,  a  buyer's  guide 
to  scanners. 


spread  them  across  a  2-foot  baguette.  So  when  you  plan      grandiose  claims. 


Dots  enough? 

Just  to  confuse  things,  yet  another  way  of 
counting  dots  may  be  on  the  horizon.  In  a  speech 
at  the  Comdex  trade  show  in  Las  Vegas  on  Nov. 
15,  Bill  Gates  described  new  software  meant  to 
improve  the  resolution  of  text  on  LCD  screens. 
Dubbed  ClearType,  it  comes  from  the  Microsoft 
research  group  charged  with  work  on  electronic 
books,  for  which  higher-resolution  screens  will 
clearly  be  essential. 

In  a  private  demonstration,  a  10-point  italic 
typeface  that  was  virtually  unreadable  in  raw 
form  became  downright  attractive  after  the 
ClearType  treatment.  A  Roman  face  maintained 
its  normal  characteristics  on  the  screen  as  the 
point  size  increased,  a  big  improvement  from 
the  way  fonts 


to  enlarge  an  image,  scan  it  at  a 
higher  resolution  that  delivers  the 
extra  dots  you  need. 

The  resolution  of  digital  cameras 
is  typically  expressed  in  dots,  not 
dots  per  inch.  Digital  photos  can 
look  fine  when  kept  small,  but  as 
you  enlarge  them,  the  dots  have  to 
go  farther  and  farther.  It's  another 
hhm  stretching-the-caviar  problem. 

Modern  monitors  typically  dis- 
play 80  to  100  dpi,  which  is  one  reason  onscreen  text 
looks  so  much  worse  than  printed  pages.  Because  of 
screens'  lower  resolution,  a  mere  72  DPI  has  become 
common  for  images  meant  to  be  viewed  on  the  Web. 

And  those  9,600-dots-per-inch  found  on  600  dpi 
scanner  boxes?  The  extra  dots  come  from  software 
interpolations — guesses  about  what  hypothetical 
values  might  lie  between  the  real  ones.  Most  photo- 
editing  programs  can  play  that  guessing  game  as  well 
as  scanner  software.  So  don't  be  impressed  with 


worked  on  everything  from  a  flat-panel  screen 
on  a  pocket-size  Windows  CE  device  to  a  high- 
resolution  desktop  model.  Says  Dick  Brass, 
vice  president  of  technology  development:  "We 
have  found  a  way  to  address  the  area  within  each 
pixel."  Microsoft  has  filed  for  patents  on  the 
underlying  technology. 

Much  of  the  trick  is  evidently  achieved  by  effec- 
tively dividing  up  each  square  pixel  of  an  LCD 
screen  into  its  red,  green  and  blue  stripes  and 
using  software  to  control  the  intensity  of  each 
stripe  separately. 

This  "virtual  pixel"  technique  allows  much  more 
flexibility  in  positioning  characters  along  a  line  and 
much  more  control  over  their  thickness,  two  key 


typically  dis- 
play a  sudden 
jump  to  what 
looks  like  bold- 
face when  they 
hit  about  13 
points.  Some 
fonts  were 
helped  much 
more  than 
others,  and 
some  displayed 
fringes  of 
color,  but  the 
demonstrations 
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By  precisely  manipulating  individual 
colors,  ClearType  (above  right)  can 
create  more  attractive  characters. 
Left:  The  software  improves  legibility 
even  on  cheap  handheld  devices. 
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A  DIME,  ANYTIME,  ANYWHERE 


with    free    long    distance 

Who  in  business  wouldn't  want  to  take  advantage  of  simple,  predictable 
wireless  rates?  Simply  sign  up  for  our  500  minutes  for  just  $50  a  month  plan 
and  you'll  pay  just  10c  a  minute. 

*  In  addition,  long  distance  is  free  and  you'll  pay  no  roaming  charges-when 
you  call  from  anywhere  on  our  nationwide  network  to  anywhere  in  the  U.S. 

All  of  our  features,  including  Voicemail,  Caller  ID  and  Call  Waiting,  work 
the  same  way  everywhere  on  our  nationwide  network. 

Or  take  advantage  of  $99.99  for  1,000  minutes  or  $149.99  for  1,500  minutes  - 
just  a  dime  anytime. 

*  Sprint  PCS  built  the  only  all-digital  nationwide  network  from  the  ground  up 
for  a  new  level  of  clarity. 

Call  us  today  and  compare  Sprint  PCS  to  your  current  wireless  provider.  You'll 
see  the  difference  for  yourself.  The  clear  alternative  to  cellular?. .  for  business. 


"SPRINT  PCS 

PHONE 
(( :  Directory  -j  J 
=?:  Features       ' 
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1-888-895-4186  •  www.sprintpcs.com/clear 
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issues  in  improving  readability — not  just  for  E- 
books  but  for  any  sort  of  text  on  a  screen.  Gates 
promised  that  the  technology  would  find  its  way 
into  Microsoft's  operating  systems  soon. 


Microsoft  promises  a  "200%  to  300%  increase"  in- 
horizontal  resolution.  That's  not  as  sharp  as  ink  on 
paper,  but  it's  a  lot  better  than  what  we've  been  look- 
ing at.  -  -S.M.  H  I 


Images:  the  input  side 


Flatbed  color  scanners — the 
kind  that  look  like  small 
copiers — are  about  as  versatile 
as  peripherals  get.  They  can  scan 
photos  into  kids'  reports,  help 
expensive  computers  earn  their 
keep  as  cheap  copy  and  fax 
machines,  and  transform  maga- 
zine and  newspaper  pages  into 
word-processing  documents. 
Simpler  connections  and  declin- 
ing prices  have  made  them 
almost  an  impulse  buy. 

The  only  technical  specs  that 
matter  are  true  optical  resolution 
(not  the  bogus  "up  to"  numbers) 
and  bits  per  pixel  (30-bit  and  over 
is  fine).  Unfortunately,  identical 
specs  will  deliver  significantly  dif- 
ferent results. 

I  recently  tried  several  sub- 
$200  600  dpi  models.  Unless 
you're  very  fussy  about  image 
quality,  you'll  get  acceptable 
results  with  any  of  these  units, 
and  even  with  many  sub-$100, 

300  dpi  units.  But  unless  you're  extremely  luck)',  you'll 
also  have  your  share  of  hassles.  Flaky  software  is  a  given. 

Connections:  Unless  you're  a  Mac  user,  a  graphics 
professional  or  a  masochist,  avoid  scanners  with  SCSI 
connectors.  They're  typically  faster,  but  they  can  be  a 
nightmare  to  set  up  on  Windows  PCs. 

Scanners  that  hook  up  to  a  standard  parallel  port  usually 
come  with  a  pass-through  port  on  the  back  for  the  printer. 
But  they  also  come  with  a  short  cable,  severely  limiting 
where  you  can  put  them.  Warning:  Ganging  them  up  with 
an  outboard  Zip  drive  along  with  the  printer  can  be  an 
invitation  to  trouble. 

Scanners  that  hook  up  to  the  Universal  Serial  Bus 
port  should  be  faster  and  easier  to  connect,  and  they're 
becoming  increasingly  popular.  But  thanks  to  poor 
documentation,  getting  die  UMAX  Astra  1220U  (about 
$130  after  rebate)  to  "plug  and  play"  was  more  of  a 
challenge  dian  hooking  up  parallel-port  models. 

Quality:  Canon's  $100  CanoScan  FB  620P  uses  a 
new  technology  called  Contact  Image  Sensor  that  elimi- 
nates the  mirror  optics  of  traditional  scanners  and  makes 
the  unit  surprisingly  compact.  Its  high-enlargement 


At  the  size  of  the  source  material,  300  DPI 
(left)  and  600  DPI  scans  look  similar. 


When  an  image  is  enlarged,  the  extra  dots  in 
a  higher-resolution  scan  (right)  can  reveal 
greater  detail. 


scans  were  not  quite  the  equal  of 
scans  from  other  machines;  in 
normal  use,  you  may  not  notice. 
And  this  design  has  trouble 
focusing  on  anything  not  right 
on  the  glass  platen,  including 
books  that  won't  lie  flat. 

Visioneer's  PaperPort  One- 
Touch  ($170  after  rebate) 
includes  software  that  lets  you 
turn  the  machine  into  a  copier, 
fax  machine  or  scanner  at  a 
single  touch  of  one  of  the  dedi- 
cated buttons  on  the  front 
panel.  The  buttons  worked 
well,  but  the  basic  scanning 
program  crashed  repeatedly 
when  I  used  it  direcdy  with 
Adobe  Photoshop.  Scans  were 
sharp  and  clear,  but  the  unit 
was  slow — about  half  as  fast  as 
the  Canon  at  600  DPI. 

The  Umax's  scans  were  some- 
what too  high  in  contrast  but 
otherwise  fine,  and  it  was  the 
fastest  of  the  three.  But  the  unit 
made  disconcerting  knocks  when  warming  up,  and  the 
software  deposited  an  annoying  and  undocumented 
lamp  controller  button  on  the  screen.  And  though  the 
Visioneer  produced  a  single  scan  in  which  something 
had  very  clearly  gone  wrong,  the  UMAX  did  so  on  several 
occasions. 

Software:  The  typical  scanner  comes  with  a  Twain 
driver  that  lets  you  scan  images  direcdy  into  other 
programs,  an  image  editing  package  and  character 
recognition  software.  Often  you  get  last  year's  versions 
or  "lite  editions"  designed  to  entice  you  to  upgrade. 
The  drivers  tend  to  feature  design  gaffes  and  poor  doc- 
umentation. Of  the  character  recognition  software, 
Visioneer's  worked  best;  the  version  of  Textbridge  that 
came  with  the  CanoScan  had  trouble  with  repeated 
references  to  what  it  thought  was  "F-mail." 

Scanners  are  finicky  and  can  be  damaged  in  transit; 
buy  one  when  you  have  time  to  test  and  return  it. 
Given  the  cutthroat  competition,  consider  the  poten- 
tial stability  of  the  manufacturer.  Storm  Technology, 
maker  of  the  worst  flatbed  I  tried,  filed  for  Chapter 
1 1  before  I  could  return  the  review  unit.       -S.M.  M 
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Making  great  displays 
is  a  matter  of  focus. 


Included 


We  became  known  as  The  Display  Technology  Company  by  keeping  our  eyes  on  the  screen.  While 
others  dabble  in  everything  from  microwaves  to  computers,  our  solitary  goal  is  to  create  the  displays  of 
the  21st  Century  and  beyond. 

Today,  we  offer  the  most  complete  family  of  high-performance  displays  available— for  PC,  Macintosh" 
and  other  workstations.  Whatever  the  screen  size.  Whatever  the  specs.  Whatever  the  price. 

And,  with  over  100  major  awards  earned  in  1997,  industry  publications,  as  well  as  the  most  critical 
critics,  agree  that  ViewSonic  displays  deliver  the  best  performance  at  the  best  price.  Whether  you  require 
simple  text  and  word-processing  or  sophisticated  CAD  and  graphics,  multimedia  or  videoconferencing. 

After  all,  that's  been  our  focus  from  the  very  beginning. 

For  more  information  about  ViewSonic,  call  (800)  888-8583  and  ££fa  ^L 

ask  for  agent  81341,  or  visit  our  website  at: 

www.viewsonic.  com/forbes  I 

ViewSonic' 


(909)  869-7976  Fax:  (909)  869-7958  •  Specifications  subject  to  change  without  notice  •  Copyright  ©  1998,  ViewSonic  Corporation 
All  rights  reserved  •  Corporate  names  and  trademarks  are  the  property  of  their  respective  companies. 


See  The  Difference! 


Bt 


**2 


*"ir 


* 


I* 


jt 


r 


dflts«M 


N   e  t  w  o 


'I 


> 


ii525a>. 


fther  you  need  to  set  up  an  entire  network  —  or  add  to  an  existing  one  — 
way  will  tailor  systems  to  your  specifications.  Choose  from  custom-built 
ork-ready  desktops,  portables  and  departmental  servers. 


pentium*]! 
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Configured  to  your  requirements  and  network-ready 
right  out  of  the  box. 

Stable  platforms  allow  for  upgrading  and  expanding. 
Full  range  of  affordably  priced,  reliable  systems. 
24-hour  support:  online,  on-call  or  by  fax. 


managed  desktop  delivers  top-notch 
formance  in  an  easily  customized,  highly 
able,  non-integrated  design. 

4200  450  Desktop 

Intel'  Pentium"  II  Processor  450MHz 
with  S12K  ECC  Cache 
128MB  100MHz  SDRAM 
VX9O0 .26  Screen  Pitch  19"  Monitor 
18"  viewable) 

ATI  RACE"  PRO  TURBO  2X  ACP  with  8MB 
10CB  SMART  II  Ultra  ATA  Hard  Drive 
13X  min/32X  max  CD-ROM  Drive 

5"  Diskette  Drive 
3Com"  10/100  Ethernet  with 
Wake-up  On  LAN 
E-Series  Mid-Tower  Ccse 
104'  Keyboard  and  MS*  IntelliMouse* 
Microsoft*  Windows  NT  4.0 
Intel  LANDesk*  Client  Manager  3.3 
DMI  2.0  Compliance 
Gateway  Cold1"  Service' 


$2498 


An  affordable  presentation  solution  at  6.8 
pounds,  powered  by  a  Pentium  II  processor 
and  featuring  a  bright,  crisp  14.1-inch  display. 

■Solo    51 50LS  Portable 

14.1"  XCA  TFT  Color  Display 

Intel  Pentium  II  Processor  233MHz 

with  512K  Cache 

64MB  SDRAM  (expandable  to  288MB) 

2.5MB,  256-Bit  Graphics  Accelerator 

Modular  8X  min/20X  max  CD-ROM  Drive 

Modular  3.5"  Diskette  Drive 

Removable  4CB  Ultra  ATA  Hard  Drive 

Lithium  Ion  Battery  and  AC  Pack 

V.90  S6K'  Modem  for  Windows 

Two  USB  Ports,  CardBus 

and  Zoomed  Video  Support 

NTSC/PAL  Video  Output 

Integrated  16-Bit  Sound  and  Stereo  Speakers 

EZ  Pad*  Plus  Pointing  Device 

Casual  Carrying  Case 

MS  Windows  95 

MS  Office  97,  Small  Business  Edition 

plus  Bookshelf*  98 

LapLink*  V7.S  and  McAfee*  VirusScan 

Intel  LANDesk  Client  Manager  3.3 

Gateway  Gold  Service2 


$2599 


Scalable  mid-range  server  perfect  for  guarding 
the  department's  data  and  networking  the  office. 
Upgradable  to  two  Pentium  II  Xeon  processors. 

•  ALR*  8300  Server 

Intel  Pentium*  II  Xeon "  Processor  450MHz 

with  512K  ECC  Cache 

SMP-Compliant  Supporting  Up  To  Two 

Pentium  II  Xeon  Processors 

128MB  of  PC100  ECC  SDRAM  (expandable  to  1GB) 

4GB  Ultra  2  SCSI  7,200  RPM  Hard  Drive  and  Integrated 

Ultra  2  SCSI  Controller 

13X  min/32X  max  IDE  CD-ROM  Drive 

3.5"  Diskette  Drive 

Integrated  Intel  10/100  Twisted  Pair 

Ethernet  Adapter 

Six  PCI  and  One  Shared  PCI/ISA  Slot 

Four  DIMM  Slots 

32-Bit  PCI  Graphics  with  2MB  DRAM 

Thirteen-Bay  Server  Tower  Case  includes  Seven 

External  Bays  (Five  5.25"  and  Two  3.5") 

and  Six  3.5"  SCA  Bays  (requires  SCA  drives) 

400W  Hot-Swappable  Power  Supply 

(Optional  Dual-Redundant  N+1  Power  Supplies) 

104'  Keyboard  and  Mouse 

InforManager "  Management  System 

Gateway  Gold  Service2 

FCC  Class  A  Emission  Standard 

(may  not  be  sold  for  home  use) 


1 — -$5199 


Every  Gateway  client  is  unique,  and  so  is  every  Gateway"  business  system. 
These  systems  are  just  examples  of  what  we  can  build  for  you.  Call  us. 

1-888-812-6829 

www.gateway.com/corp 


Gateway 


iateway  2000  Inc.  All  rights  reserved  Gateway,  ALR,  Gateway  Gold,  EZ  Pad,  InforManager,  Solo  and  the  Gateway  stylized  logo  are  trademarks  or  registered  trademarks  of  Gateway  2000,  Inc  All  other  brands  and  product  names  are  trademarks  or  registered 
its  of  their  respective  companies.  The  Intel  inside  logo,  Intel,  LANDesk  and  Pentium  are  registered  trademarks,  and  Pentium  II  Xeon  is  a  trademark  of  Intel  Corporation.  Many  Gateway  products  are  engineered  fo  Gateway  specifications,  which  may  vary  from 
versions  of  me  software  and/or  hardware  in  functionality,  performance  or  compatibility.  All  prices  and  configurations  are  subject  to  change  without  notice  or  obligation  Prices  do  not  include  shipping  and  handling  and  any  applicable  taxes  1  Maximum  data 
ale  dependent  upon  certain  vanables  including  particular  modems  with  which  you  are  communicating,  telephone  lines,  communications  software  and  communications  protocols. 

I-80O-GATEWAY  or  write  to  us  at  Gateway  Terms  and  Conditions,  P.O.Box  1951,  North  Sioux  City,  SD  57049-1951  for  a  free  copy  of  our  limited  warranties,  on-site  service  agreements,  and  installation  agreements. 
Gateway  technician  determines  an  on-site  visit  is  necessary,  on-site  service  will  be  provided  for  product  purchased  and  located  in  the  continental  United  States,  Alaska,  Hawaii,  Puerto  Rico  and  Canada  (excluding 
jyboards,  monitors  and  Solo  portables).  On-site  and  installation  services  are  administered  by  PC  Technology  Services,  Inc.  See  agreements  for  specific  terms  and  limitations. 


software  horizon 

By  Joseph  R.  Garber 


Phobot  phone  home 


Phobot  per- 
sonas  have 
sparked  debate 
among  the 
politically 
correct,  with 
feminists 
demanding 
that  engineers 
concoct  "gen- 
der neutral" 
voices. 


An  old  friend  has  come  up  with  a  new 
word:  "Phobot."  It's  going  to  become  a 
familiar  term — and  a  hot  business. 

Coined  by  Gilbert  Hoxie,  59-year  old 
chief  executive  of  Pacific  Group,  consul- 
tants in  Palos  Verdes,  Calif.,  the  neologism 
describes  what  a  new  family  of  telephonic 
robots  do  to  make  modern-day  road  war- 
riors' lives  easier. 

Here's  how  Hoxie  uses  his  favorite 
Phobot — Webley  from  WebleySystems,  a 
Schaumburg,  111.  startup:  "As  soon  as  I 
check  into  a  hotel  room,  I  hook  up  my  PC, 
log  on  to  my  E-mail  service  and  download 
my  voice  messages  and  faxes." 

Webley  intercepts  Hoxie's  incoming  faxes 
before  they  hit  the  fax  machine,  turns  them 
into  digital  pictures  and  stuffs  them  into  his 
electronic  mailbox.  Phone  calls  get  convert- 
ed into  E-mailable  digital  audio  files.  As  a 
result,  Hoxie  can  retrieve  all  his  messages, 
review  them  at  his  leisure  and  respond — via 
Webley  or  not — in  the  medium  of  his 
choice:  phone,  fax  or  E-mail. 

Webley  is  also  pretty  smart  at  handling 
phone  calls.  You  can  have  it  screen  callers 
(it  will  tell  you  who's  calling  before  con- 
necting them,  or  you  can  program  it  to  rec- 
ognize caller  id).  Better  still,  if  your  caller 
thinks  his  message  is  urgent  he  can  have 
Webley  track  you  down  wherever  you  are — 
at  home,  in  your  office,  in  your  car  or  in  a 
hotel  room  on  another  continent — and  put 
the  call  through.  And  Webley's  voice  recog- 
nition technology,  licensed  from  Vail 
Systems,  lets  you  dial  by  speaking  vour 
party's  name  (a  useful  alternative  to  weav- 
ing down  the  freeway  trying  to  punch  a 
forgotten  number  into  your  cellular). 
However,  the  technology  has  its  limits.  If, 
for  example,  you  want  your  voice  mail  con- 
verted to  text,  don't  hold  your  breath. 

Webley  isn't  the  only  Phobot  in  town: 
Portico  and  Wildfire  compete  with  it.  For 
smart  phone  services,  the  only  real  differ- 
ence among  the  three  droids  is  personali- 
ty— Webley  speaks  in  the  haughty  tones  of  a 
British  butler;  Wildfire  uses  the  voice  of  an 
c,v  cr-to-please  young  woman;  and  Portico, 
rather  blandly,  sounds  like  an  upmarket 
executive  secretary.  A  sign  of  the  times: 
Phobot  personas  have  sparked  debate 
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among  the  politically  correct,  with  feminists 
demanding  that  engineers  concoct  "gender 
neutral"  voices. 

Such  silliness  aside,  at  the  moment 
Webley  is  the  technology  leader — the  only 
service  that  juggles  fax,  data  and  voice  in  a 
single  service.  According  to  Hoxie,  despite 
some  bugs,  Portico  (from  publicly  traded 
General  Magic  of  Mountain  View,  Calif. ) 
has  the  best  speech  recognizer,  but  will 
need  a  year  to  catch  up  on  other  services. 
Wildfire  Communications  (Lexington, 
Mass.),  oldest  of  the  Phobots,  is  in  the 
same  boat:  a  bit  behind  Webley. 

None  of  this  stuff  is  cheap.  Webley 
charges  $15  a  month  for  an  account  and  15 1 
cents  a  minute  for  using  it — not  counting 
international  long  distance  charges.  Portico 
and  Wildfire  ding  you  S50  per  month  plus 
about  35  cents  a  minute.  Hoxie  says  it's 
easy  to  run  up  a  $1,000  monthly  tab  with- 
out even  noticing. 

Clearly,  Phobots  are  hot  products  in  a 
sizzling  market.  Everyone  with  a  heavy 
travel  schedule  is  a  prospective  customer. 

Which  raises  an  interesting  question: 
Why  has  so  obviously  useful  a  technology 
been  brought  to  market  by  a  clutch  of  tiny 
entrepreneurs  rather  than  the  cash-rich 
phone  companies? 

Hoxie  answers,  "This  wouldn't  be  the 
first  time  the  telephone  industry  has  missed 
the  train,  would  it?  Sure,  some  of  the  Bells 
resell  Wildfire,  but  the  blockbuster  oppor 
tunity  is  to  offer  Phobots  as  a  substitute  foi 
a  dial  tone.  Wouldn't  it  be  nice  if  every 
time  you  picked  up  the  phone,  very  smart 
software  asked,  'How  may  I  help  you?' 

"Say  a  number  or  name,  and  the  call 
goes  through.  Say  what  you  want  the  net- 
work to  do  with  any  communication  medi- 
um, and  it  will  handle  that,  too.  Phobots 
can  do  all  this  and  more.  Unless  the  local 
phone  companies  match  them,  I  suspect 
they  can  kiss  their  most  profitable  cus- 
tomers good-bye." 

Hyperbole?  Maybe  not.  It  will  be  inter- 
esting to  see  how  long  the  telcos  wait 
before  offering  service  like  this.  Meanwhil 
if  a  competitor  to  my  local  monoply  offen 
me  a  cheap  phobot,  I  wouldn't  think  twice 
about  changing  companies. 
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Joseph  R.  Garber's  E-mail  address  is  garber@well.com 
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Ihings  you  won't  need  to  install  a 
Symphony  cordless  home  network. 
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First,  came  the  cordless  phone.  Now,  Proxim 
introduces  the  cordless  computer  network  for 
the  home.  Now  you  can  get  all  the 

benefits  of  high  speed  home  net- 
working without  the  hassles 
of  installing  a  wired  net- 
work or  the  high  cost  of  having 
someone  else  do  it  for  you. 

TM 

Plug  into  the  Proxim  Symphony    cordless 
home  network.  It  uses  secure  radio  tech- 
nology —  not  cables  —  to  network  your 
computer  at  a  fast  1.6  Mbps  data  rate. 

Symphony  networking  means  you  can  share  print- 
ers, files  and  modems  just  like  a  regular  Ethernet 
network.  Even  better,  Symphony  lets  you  share  your 
Internet  connection  simultaneously  among  all  the 


computers  in  your  home  —  with  only  one  ISP  account, 
one  phone  line  and  one  modem. 

With  Symphony,  you're  in  charge:  put  your  com- 
puters and  peripherals  where  you  want,  not 
where  your  phone  jacks  dictate.  Symphony  will 
cover  virtually  any  home  and  its 
immediate  surroundings.  If 
you're  a  laptop  user,  you  can 
even  surf  the  Web  or  send 
email  from  your  couch,  kitchen 
table,  bedroom  or  patio! 
So  save  your  tools  for  more  important  projects. 
Check  out  the  Proxim  Symphony  cordless  home  net- 
working solution  —  and  where  you  can  buy  it  —  at 
www.proxim.com/symphony6.  Or,  call  us  at 
1-888-549-3752  for  full  details. 
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bioscience 

By  Cynthia  Robbins-Roth 


Follow  the  cash 


If  they  work, 
Icos  drugs 
would  treat 
inflammatory 
diseases— like 
multiple 
sclerosis  and 
rheumatoid 
arthritis. 


You  CAN  HAVE  the  best  science  in  the 
world,  but  without  a  financial  strategy  to 
match,  you  won't  survive  biotech's  binge- 
and-purge  cycles.  An  eminent  survivor,  so 
far,  is  Icos,  a  Bothell,  Wash,  firm  research- 
ing drugs  that  stop  inflammatory  diseases, 
in  which  the  body  attacks  itself.  Icos  has 
followed  the  policy  of  raising  cash  early 
and  often. 

Icos'  chief  executive,  George  Rathmann, 
learned  how  to  ride  the  bucking  biotech 
market  as  chief  executive  of  Am  gen.  Am  gen 
is  top  dog  now,  with  a  $19.4  billion  market 
cap  and  $2.3  billion  in  revenues.  But  in  the 
mid-Eighties,  during  biotech's  first  big 
down  cycle,  Amgen  fell  to  mere  pennies  per 
share  (split-adjusted)  and  contemplated 
merging  with  another  biotech  firm. 

Rathmann  attributes  Amgen's  staying 
power  to  the  cash  it  raised.  The  venture 
investors  had  offered  $5  million  in  an  initial 
round  of  financing,  but  Rathmann  con- 
vinced them  to  put  up  $19  million  to  give 
his  scientists  time  to  work.  Amgen  emerged 
from  its  humble  origins  in  chicken  growth- 
hormone  and  indigo  dye  to  bring  to  market 
such  blockbuster  human  therapeutics  as 
Epogen  and  Neupogen. 

Rathmann  has  pulled  off  the  same  strate- 
gy at  Icos.  In  1990  he  raised  an  impressive 
first  round  of  $32  million  in  a  Regulation  D 
offering,  a  sale  to  a  limited  circle  of  high- 
net-worth  types.  One-tenth  of  that  sum 
came  from  Microsoft's  Bill  Gates.  Then,  in 
June  1991,  Rathmann  took  advantage  of  a 
hot  biotech  market  with  a  $36  million 
public  offering.  He  came  back  for  another 
$25  million  dose  of  the  public's  money  the 
following  April,  just  before  the  sector  fell 
into  a  three-year  slump. 

Icos'  cash  cushion  helped  it  soldier  on, 
despite  die  slump,  in  developing  its  core 
expertise  in  treating  chronic  inflammation. 
That's  what  happens  when  the  immune 
system  overreacts,  as  it  does  in  rheumatoid 
arthritis,  multiple  sclerosis  and  other  diseases. 

The  cash  also  helped  Rathmann  bargain 
from  a  position  of  strength  when  forming 
corporate  partnerships — with  Glaxo  Well- 
come in  1991  and  with  Abbott  Labs  in 
1995.  Those  alliances  enabled  Icos  to  retain 


significant  revenue-generating  rights  while 
sharing  costs  and  markets.  Icos  also  gained 
access  to  the  big  pharmas'  chemical  librarii 
and  expertise. 

In  late  1994  the  cash  was  running  out, 
and  Icos'  market  cap  was  languishing  at 
$112  million,  down  22%  for  the  year.  $o 
Rathmann  and  Gates  together  bought  halfi 
of  a  $23  million  rights  offering — enough  t< 
carry  the  company  through  May  1996, 
when  a  rising  market  allowed  it  to  comple 
a  $49  million  public  offering  at  twice  the 
price  per  share. 

More  money  came  out  of  a  joint  ven- 
ture with  Suntory,  the  Japanese  pharma- 
ceutical firm,  to  develop  an  Icos  product 
that  causes  the  body  to  make  more 
platelets,  which  plug  leaky  blood  vessels 
In  April  1997  Icos  got  a  $30  million 
dowry  from  Suntory,  and  an  R&D  limite 
partnership  in  August  1997  raised  anoth 
$87.5  million. 

How  did  Icos  benefit  from  its  cash  cush-f 
ion?  It  kept  its  scientists  at  home  working, : 
instead  of  on  the  road  raising  funds.  Today 
the  company  has  four  drugs  in  Phase  II 
clinical  trials  and  has  a  fifth  one  due  to  entc 
the  clinic  by  year's  end.  Icos  has  retained 
significant  market  rights  and  generated  150  t 
patents  and  patent  applications.  More  prodii  it  tr 
uct  ideas  continue  to  emerge  from  the  lab:    1 1 
At  last  count,  the  company  had  1 1  new  pro  - 
grams  in  view. 

One  of  the  most  innovative  involves 
compounds  that  have  an  effect  on  a  key 
enzymatic  reaction  within  cells.  It  turns 
out,  quite  unexpectedly,  that  this  effect  car  i 
help  alleviate  male  erectile  dysfunction. 
Viagra  has  shown  how  profitable  that  can 
be.  Development  will  proceed  in  a  50-50 
joint  venture  with  Eli  Lilly  &  Co.  that 
brought  Icos  $75  million  up  front. 

Cash  is  necessary  but  not  sufficient  for 
success  in  this  business.  A  biotech  compa 
ny's  product  portfolio  is  just  as  crucial. 
Few  drug  candidates  make  it  to  pharmac 
shelves,  and  the  more  often  a  company 
goes  up  to  bat,  the  greater  are  its  chance.'  * 
of  getting  a  home  run.  Indeed,  Icos  has 
been  able  to  raise  money  recently  precise    . 
ly  because  it  has  strong  drug  candidates 
in  its  pipeline.  Right  now  its  cash  balance  *. 
is  $82  million,  which  represents  more 
than  two  years  of  cash.  Says  Rathmann, 
"It's  easier  to  do  the  right  thing  when 
you  have  the  money."  ■  - 
-F 
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Dr.  Cynthia  Robbins-Roth  is  a  principal  of  BioVenture  Consultants  and  the  editor-in-chief  of  BioVenture  Publishing,  San  Mateo,  Calif. 
Her  book,  Alternative  Careers  in  Science:  Leaving  the  Ivory  Tower,  was  recently  published  by  Academic  Press. 
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PECIAL  ADVERTISING  SECTION 


Cyprus 


iring  the  last  20  years,  Cyprus 
las  emerged  as  a  hub  of 
lational  and  offshore  business 
ry  in  the  eastern  Mediterranean, 
land  gateway  from  West  to  East 
'ice  versa,  Cyprus  offers  a  wide 
of  opportunities  including 
sm,  offshore  banking,  ship 
gement,  maritime  services,  tele- 

unications,  news  gathering  and 
shing,  transit  trade  and  other 
rial  services. 

any  multinationals  from  North 
ica,  Europe  and  Asia  conduct 
affairs  through  offshore  companies 
yprus;  since  1975,  more  than 
•0  permits  for  offshore  enterprises 

been  issued.  In  addition,  the 
as  Register  of  Ships  is  today 
vorld's  fourth  largest  with  over 
)  ships. 

le  transformation  of  Cyprus  into 
11-established  regional  services 
r  is  due  largely  to  the  country's 

number  of  comparative  ad- 
ges.  Located  at  the  crossroads  of 
x,  Africa  and  Asia,  Cyprus  has  a 
listic  and  democratic  political 
"n,  a  market  economy  and  a  highly 
ited  and  experienced  workforce 
I  from  a  pool  of  high  school  and 
;rsity  graduates.  In  fact,  the 
ntage   of  high   school   graduates 


Loving  it. 


<YPRQ* 

Irresistible  for  9000  years 


'  n  the  island  of  Cyprus,  the  Goddess  of  Seduction  is  said  to  have 
emerged  from  the  waves  at  Aphrodite's  rock.  Her  passion  was  shared 
with  many  others,  including  Cleopatra  and  Leonardo  da  Vinci. 

Now  you  can  share  it  too.  Fly  back  nine  millennia  to  a  land  of 
sunshine,  Greek  temples,  Roman  amphitheaters,  and  some  of  the  best 
hotels  and  food  in  the  Mediterranean.  Enjoy  the  renowned  hospitality  of  the 
people.  And  you'll  realize  why  Cyprus  is  called  the  Island  of  Love. 
Call  1-212-683-5280  for  a  full-color  brochure  or  visit  us  at 
http:  /  /  www.cyprustourism.org 


Cyprus  Tourism  Organization    1  3  East  40th  St.   New  York,  NY  10016  Fax  (212)  683-5282    E-Mailgocyprus@aol.com 
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out    of  Cyprus'    total    population    is 
among  the  four  highest  in  the  world. 

Not  surprisingly,  Cyprus  is  re- 
nowned for  its  excellent,  multilingual 
high  school  system.  It  also  possesses  an 
excellent  telecommunications  system 
that  links  it  to  184  countries  via  a 
state-of-the-art  satellite  and  fiber-optic 
cable.  Finally,  Cyprus  offers  excellent 
hotels  and  conference  facilities,  an 
easygoing  and  secure  environment, 
an  efficient  government  bureaucracy 
and  300  days  of  sunshine  a  year. 


Services  Sector  h 

The  services  sector,  which  includes 
tourism,  is  the  main  stimulus  to 
economic  growth  in  Cyprus.  In  1997, 
for  example,  the  services  sector" 
accounted  for  73%  of  the  country's 
GDP  and  employed  66%  of  -  the 
population.  This  sector  is  becoming 
increasingly  export-oriented,  thus 
compensating  for  the  disadvantages 
inherent  in  such  a  small  marketplace. 
Professional     services,     which     often 
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NESS, 
UAGE 


THE  SERVICES  WE  Or 

Accountant)     Auditing    Advertising,  Design,  Film  and  1  dgMunicg^Mis    Architect i 

Hanking  :uul  financial     Civil  Engineei  nAeJBoftware 

Conference  and  Exhibition  I  iqHSgp^Buucarffin 

flectrical/Mechanical/fnvironme?M        letting     Insurance     legal 

Management  Consultancy     Market  KraRSrch      Medical  and  Paramedical 

Printing  and  Publishing     Shipping  •  Ship  Management  services 

Tourism  and  related  services    Telecommunications  •  Transportation  (land.  sea.  air) 

Translation   ...  and  a  wide  range  of  other  professional  sen  ices 


EXPERT  PROFESSIONAL  SERVICE  AND  ADVICE  FROM  CYPRUS 

.•^  When  you  need  the  very  best  professional  advice,  turn  to  Cyprus. We're  perfectly 

J ~~\j         placed  to  provide  you  with  highly  skilled  services  based  on  the  latest  technology. 

v-**-^  \±         Tie  quality  of  our  professionals  makes  us  world  class  In  fact,  Cyprus  is  one  of  the 

X  ^^J  world's  top  four  countries  for  the  number  of  graduates  per  head  of  population 

^riti  (  entre  Served  by  33  scheduled  airlines,  we're  easily  reached  from  Europe,  the  Middle  fast 

"i  i  vi  1 1 1  mi  or  North  Africa,  and  we  can  talk  directly  to  98",,  of  the  telephones  in  the  world 

We  speak  not  only  Greek  and  English,  but  many  other  languages. Above  all,  we  speak  the  language  of 
your  business.  And  we're  ready  to  help  you  make  it  more  efficient  and  more  profitable 
You  can  consult  our  experts  personally,  or  by  mail  or  fax.  Our  professionals  will  come  to  your  country 
but,  better  still,  why  not  come  to  Cyprus?   It's  a  beautiful  place  to  \  isit 

Contact  us  now  for  more  information. 

MINISTRY  OF  COMMERCE,  INDUSTRY  AND  TOURISM,  1421  NICOSIA,  CY-CYPRUS. 
FAX:  00357-2  375120,  Email:  mcitrade@cytanet.com.cy 
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isumt 


surpass    international    standards, 
exported  to  the  European  Union  ( 
the  U.S.,  Central  and  Eastern  Euil 
Russia,    the    Middle    East    and  S 
Africa.    The    country's    two    Lit 
banking  concerns,  the  Bank  of  Cy 
Group    and     the    Popular    Ban! 
Cyprus,    offer    full-fledged    baa 
and    financial    services    and    haw 
established  presence  in  two  Euro 
Union    countries.    In    addition, 
banks   have   established   offices  1 
nationally    in    places    like    the 
Australia,    Canada   and   South 
making  it  easier  to  actively  pn 
Cyprus  as  a  regional  financial-sei 
and    shipping    center.    But    therei  ; 
other  service-related  offerings  expej 
out  of  Cyprus  as  well.  These  inc 
telecommunications,  higher  educai 
consulting,    medical   and   paramer. 
services,    information    technology 
market  research. 

Cyprus'  service-based  econom 
expected  to  grow  by  4.7%  in  real  n 
in  1998  and  by  4%  in  1999,  up  I 
growth  rates  of  2.2%  and  2.5% 
1996  and  1997,  respectively.  Cy} 
current  growth  is  considered  particu 
significant  given  the  fact  thac 
economy  of  the  European  Union  j 
at  an  estimated  rate  of  between  2%, 
2.5%,  while  the  world  economy 
at  a  rate  of  only  2%  this  year. 

The  rate  of  growth  in  the 
of    goods     and     services     has 
significantly    in    1998,    standing 
6.2%    in    real    terms    compared 
0.8%     in     1997.    There    have 
additional  significant  changes  i 
sectors     of    the     economy     as 
compared  with  1997,  suggestin 
future  economic  prospects  as 
enters  into  substantive  negotiati 
accession     to     the     EU,     which 
government  hopes  to  join  by  Jan 
2003-    Tourism,    the    mainstay   of 
economy,  has  increased  by  about 
over  the  same  period   in    1997, 
other  important  sectors  of  the  ec 
such    as    manufacturing,    agric 
and  construction  also  have  con 
to  expand.  In  addition,  investm 
equipment    has   grown,    marked 
179:    increase  in  imports  for  do 
use  in  1998,  compared  with  a  d( 
of  39?  to  5%  in  1997. 

And    there    is    more    good 
Unemployment  in  Cyprus  is  well 
the  EU  average.  For  the  whole  of 
it    is    expected    to    drop    to    3. 
compared  with  1 1%  on  average 
EU.    In    addition,    the    1998 
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Cyprus  has  a  pluralistic  and  democratic  political  system, 

a  market  economy  and  a  highly  educated 
and  experienced  workforce. 


Rolandis,  Minister  of  Commerce, 
try  and  Tourism 


:ion  is  estimated  at  2.5%,  the 
ice  of  payments  remains  compara- 
/  healthy  and  per  capita  income 
Is  at  US$15,000  per  year. 

Maastricht  Criteria 

number  of  years  now.  Cyprus  has 
been  fulfilling  the  Maastricht- 
Bed   macroeconomic  convergence 

ria  for  joining  the  European 
tarv  Union.  At  one  time  in  1995, 
us  reached  a  milestone  when  it 
he  only  European  country  besides 
mbourg  to  fulfill  these  criteria, 
year,  the  Maastricht  criterion  for 
us'  inflation  rate  has  already  been 
is  well. 

yprus'  service-oriented  economy 
been  affected  negatively  by  the 
growth  ot  the  global  economy 
ig  the  last  few  years.  As  a  result, 
■land's  fiscal  deficit  and  public 
are  currently  in  violation  of  these 
other  Maastricht  criteria.  The 
deficit  is  estimated  to  rise  to 
■  of  the  GDP  this  year,  and  the 
nal  debt  will  cross  the  Maastricht 
;hold  in  1999.  However,  the 
ill  growth  or  the  island's  economy 
he  years  ahead  is  expected  to 
e  the  national  debt  to  an 
stable  level. 

)ut  of  concern,  the  government  is 
g  precautionary  steps,  including 
•asing  the  value-added  tax  from 
to  12%  while  implementing 
rional  measures  that  would  make 
Cyprus  economy  comply  once 
l  with  the  Maastricht-stipulated 
ria.  Another  such  measure  is  the 
ned  liberalization  of  interest  rates, 
h  had  a  preset  ceiling  of  9%  in 
r    to    curb     usury.     Liberalizing 


interest  rates  will  also  satisfy  a  long- 
standing demand  of  the  banking 
sector  and  will  help  Cyprus'  economy 
harmonize  with  that  of  the  EU. 

This  harmonization  is  well  under 
way.  The  process  requires  a  sustained 
effort,  appropriate  financing  and  a 
program  supported  by  the  various 
ministries  and  the  office  of  the 
attorney  general.  Toward  this  end, 
the  government  of  President  Glafkos 
Clerides  appointed  George  Vassiliou,  who 
served  as  president  of  Cyprus  from 
1988  to  1993,  to  be  the  island's  chief 
negotiator  with  the  EU.  No  one  in 
Cvprus  underestimates  the  herculean 
tasks  ahead.  But  Cyprus'  European 
identity  has  been  authoritatively 
acknowledged,  substantive  negotiations 
have  commenced  and  Cyprus  will  join 
the  Union  with  the  first  enlargement. 
By  then,  it  is  hoped  that  the  leadership 
of  the  Turkish-Cypriot  community 
will  accept  President  Clerides'  standing 
invitation  and   participate   in   the  EU 


negotiations  as  part  of  Cyprus'  team  so 
that  all  Cypriots,  irrespective  of  creed 
or  origin,  will  enjoy  the  political  and 
economic  benefits  of  the  European 
integration  process. 

Exporting  Services 

Currently  headed  by  former  Foreign 
Minister  Nicos  Rolandis,  the  Ministry 
of  Commerce,  Industry  and  Tourism 
recognized  early  on  the  potential  of 
the  services  sector  and  has  actively 
promoted  it  along  with  its  regular 
export-promotion  programs.  The 
ministry  draws  on  the  experience  of  its 
high-ranking  officers  and  on  the 
network  of  its  12  trade  centers  located 
worldwide,  including  one  in  New  York 
City,  to  accomplish  this  goal.  Within 
the  ministry,  a  special  unit  that  was 
founded  in  1994  inside  the  Department 
of  Trade  coordinates  these  activities. 
According  to  A.  Petrondas,  director  of 
trade  in  the  ministry,  this  special  unit 


CYPRUS 
STOCK 


EXCHANGE 


The  Cyprus  Stock  Exchange 

(CSE)  lias  been  planned  as  an 
Institution  which  among  others 
would  help  to  promote  and 
consolidate  Cyprus  as  a  regional 
financial  center  The  legal 
framework  of  the  CSE  was  dialled 
along  the  European  Union 
directives  and  encapsulated  the 
lessons  derived  from  the  practices 
and  operations  of  the  world's  most 
advanced  Stock  Exchanges.  Since 
ils  establishment  the  Exchange  is 
recording  a  firm  progress  and 
increase  in  the  number  of  listed 
companies  and  investment  interest. 

Moreover  the  CSE  oilers  to  foreign 
capital  mid  investors  opportunities 
lor  the  local  markets  as  well  as  for 
wider  orientation  as  it  welcomes 
foreign  listings. 


explore  new  dimensions! 


Silvex  Building,  54  Griva  Digeni  Ave.  /  P.O.Box  5427,1309  Nicosia 
Tel.  02  668782,  Fax.  02  668790  /  http://www.cse.com.cy 
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has  grown  substantially  and  its  budget 
has  increased  by  almost  600%  —  an 
indication  of  how  seriously  the 
ministry  is  promoting  the  exports- 
services  sector. 

To  promote  the  export  of  goods  — 
and  especially  services  -  in  Cyprus, 
the  ministry  is  cooperating  with 
organizations  such  as  the  Cyprus 
Tourism  Organization,  the  Cyprus 
Chamber  of  Commerce  and  Industry 
and  the  Employers  and  Industrialists 
Federation.  The  ministry  is  also  using 
specialized  booklets,  multilingual 
films,  CD-ROMs  and  the  Internet  and 
organizing  seminars  and  missions 
abroad  on  a  regular  basis. 

Cyprus  is  also  actively  promoting 
trade  relations  with  the  U.S.  While  the 
EU  is  Cyprus'  largest  trading  partner, 
the  U.S.  remains  the  number  one 
exporter  to  Cyprus  with  exports 
exceeding  US$700  million  annually.  It 
is  worth  noting  that  75%  of  U.S. 
exports  to  Cyprus  are  reexported  - 
sufficient  proof  of  Cyprus'  unique 
position  as  a  transshipment  hub  for  the 
greater  Middle  East  region  as  well  as 
regions  of  the  former  Soviet  Union. 
The  growing  importance  of  commercial 


Larnaca  is  a  popular  beach  resort. 


relations  between  Cyprus  and  the  U.S. 
was  practically  demonstrated  with  the 
establishment  of  the  Cyprus- 
U.S.  Chamber  of  Commerce,  whose 
inauguration      was      attended      and 


BUILDING  TODAY 
^TOMORROW'S  WORLD 

/     .^fOANNOU  &  PAFTAiKEVAIDES  GROUr 
/  /^^^.^^  InternationaVContractors  ^^^____^ 

"email:  Jandp@spidernet.com. cy,  website:  http://www.jnp-group.com 

P.O.  Box  1178,  CY-1503  Nicosia,  Cyprus.  Tel.  357-2-444354,  Fax:  357-2-476269 
Also  offices  in:  London,  Athens,  Riyadh,  Dubai.  Muscat,  Karrachi.  Tripoli-Libya.  Damascus,  Cairo. 


addressed  by  Minister  Nicos  Rokl 
in  New  York  City  on  SepteiJ 
23,  1998. 

The  eventual  integration  of  Cy 
into    the    EU    raises   some    justifi 
concerns     regarding     how     offs 
activity  will  continue  to  flourisi 
Cyprus   in   the  future.   While  ce 
offshore      activities      might      s 
setbacks  and  Cypriot  negotiators 
have  to  bargain  hard  with  their 
counterparts    to    defend    its    cu: 
status,     there     is     no     reason 
arrangements   enjoyed   by   other 
member    countries    such    as    Ire 
(Dublin),    Portugal    (Madeira), 
(Trieste),  Iceland  and  Luxembourg, 
not  be  worked  out  for  Cyprus  as  w 

Cyprus      has      kept      pace 
developments    within    the    Euro 
Union  as  well  as  with  the  proce 
liberalization  and  privatization  iuj 
rest    of    the    world    economy, 
development  is  clearly  evident  ic 
emergence     of     the     Cyprus     S 
Exchange      (CSE)      within      Cy 
economy.    Within    three   years   o 
establishment,    the    CSE    has 
showing  impressive  gains.  From 
to    1998,    for   example,    total   m 
capitalization  increased  by  98% 
the  CSE  will  reach  its  full  potent 
an  engine  of  growth  for  the  ecor 
within    the    next    three    years    w 
according     to    plan,     it    must 
common  ground   with   both   fin 
institutions    and    other   exchange 
the  EU  and  the  world  at  large 

Over  the  centuries  the  Cyj 
people  have  demonstrated  resil 
against  adversity  that  is  well  kno\ 
anyone  who  has  encountered  t 
The  company  J&P  Internat 
Building  and  Civil  Engine< 
Contractors,  with  annual  revenu 
over  US$500  million,  is  a  p 
example  of  the  entrepreneurial 
of  this  small  island  nation.  Re 
almost  exclusively  on  their  hi  I 
capital,  the  Cypriots  are  ifl 
to  compete  fairly  and  squB 
together  with  their  fellow  Europ  I 
to  face  up  to  the  challenges  oil 
21st  century. 


Written  by  Professor  Marios 
Evriviades,  Senior  Associate, 
Institute  of  International  Relatior 
Panteion  University,  Athens 
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Produced  by  Adil  JiUa,  MEIAC,  I 
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spotlight 


Traditional  values 


Growth-stock  mania  has  swept  through  Wall  Street.  At  such  a  time 
J/ou  might  want  to  consider  picking  up  a  few  wallflowers — companies 
selling  at  low  multiples  of  their  earnings,  dividends,  sales  or  book  value. 


Bv  Eric  S.  Hardv 


■Vith  its  RECENT  RALLY  the  s&P  500  index  is  back  to 
idling  for  29  times  trailing  earnings,  6  times  book  value, 
$.7  times  sales  and  68  times  dividends.  This  is  an  aver- 

ilge  figure:  A  hot  item  like  Dell  Computer  has  much 
ligher  multiples. 
These  days  everyone  wants  growth  stocks  like  Dell. 
in  the  past  five  years  the  S&P/Barra  index  of  growth 
j.tocks  is  up  25%  a  year,  while  the  s&p/Barra  value 
Itock  index  has  been  climbing  at  a  rate  of  only  18% 
innually. 

Denis  Laplaige,  who  manages  the  MainStay  Value 
Fund,  is  in  the  value  camp.  His  contrarian  strategy:  select 
portfolios  from  among  companies  that' fall  into  the 
bottom  20%  of  the  stock  market  as  measured  by 
?rice/earnings  ratio  or  rank  in  the  bottom  20%  by 
)rice/cash  flow  ratio.  Here,  cash  flow  refers  to  aftertax 


net    with    depreciation    and    other    noncash 
added  back. 

Laplaige's  stocks  have  an  average  p/e  not  much  more 
than  half  that  of  the  overall  market.  One  of  them  is  All- 
state, the  Chicago  property  and  casualty  insurer  that  was 
once  part  of  Sears.  At  a  recent  $42,  Allstate  sells  for  ten 
times  trailing  earnings  (see  table,  p.  248).  That's  a  low 
enough  multiple  that  AJlstate's  share  buybacks  will  have 
the  effect  of  boosting  per-share  earnings.  The  company  is 
financially  sound  and  should  have  no  trouble  paying 
claims  from  those  hurricanes  and  floods  you  have  been 
reading  about. 

We  screened  the  Market  Guide  and  Worldscope  stock 
market  databases  for  plausible  value  stocks. 

The  table  on  page  246  shows  25  companies  that  look 
reasonably  priced  in  relation  to  their  sales,  sales  growth 
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spotlight 


Buying  volume 


Company/business 


Country 


Price  per  share 

recent     12-month — 

high  low 


Price/ 
sales 


Sales 

growth* 


Price/earnings 

recent        1998  1999 

— estimated — 


Market 
value 
($mil) 


American  Standard/plumbing  supplies  US  $37.00  $49.25  $21.63  0.4  10%  13.7  12.6  12.2  $2,675 

Boise  Cascade  Office  Prods/office  supplies  US  10.19  20.75  7.06  0.2-  42  11.0  11.2  9.5  670 

CellStar/communications  equipment  US  7.38  19.88  3.00  0.2  42  8.7  11.7  9.1  435 

Johnson  Controls/electronics;  automotive  seating  US  57.88  61.88  40.50  0.4  14  15.3  15.9t  14.4  4.747 

Johnson  Matthey/metals  UK  5.56  11.61  5.56  0.2  11  7.0  7.4  7.1  1,210 


Kaiser  Aluminum/metals;  mining 
KM  Europe  Metal/copper 
Lear/automotive  seating 
Metals  USA/metal  products 
Milacron/machine  tools 


US 

Germany 

US 

US 

US 


7.06 
53.51 
38.75 

8.63 
19.06 


12.88 
63.13 
57.75 
20.13 
33.75 


4.63 
39.49 
29.81 

6.56 
14.50 


0.2 
0.3 
0.4 
0.2 
0.4 


10.4 
14.4 
12.6 
7.1 
9.0 


14.1 
11.0 
12.8 
7.9 


10.4 
9.7 

10.8 
6.7 
8.3 


559 
735 
2.234 
327 
748 


Nine  West  Group/shoes  US  11.44  35.75  7.38  0.2  42  6.8  8.3  6.2  411 

Nortek/buildmg  materials  US  26.13  36.25  19.75  0.2  15  9.6  10.1  7.3  292 

Outokumpu/minmg;  metals  Finland  9.02  19.68  9.02  0.3  5  27.2  11.7  10.4  1,124 

Pechiney/aluminum  products  France  34.41  50.88  32.74  0.2  1  8.4  8.2  6.9  2,773 

Schmalbach-Lubeca/packaging  products  Germany  152.66  228.14  152.66  0.2  5  5.7  8.5  7.6  572 


Silgan  Holdings/packaging  US  26.38  36.63  19.13  0.3  21  11.1  10.9  9.7  503 

CJ  Smith  Foods/food  processing  South  Africa  9.54  18.76  9.54  0.2  11  7.8  8.0  6.9  939 

Smithfield  Foods/food  processing  US  25.13  36.38  14.69  0.2  36  17.6  16.8  12.8  943 

Sommer-Allibert/auto  parts  France  28.82  38.91  24.76  0.2  11  10.3  10.1  8.8  620 

Stone  &  Webster/engineering  &  construction  US  31.31  50.56  28.38  0.3  19  20.1  21.0  16.1  401 


Terex/minmg  trucks  &  equipment  US  25.06  31.50  13.38  0.5  39 

Thyssen  Industrie/Industrial  machinery  Germany  212.21  212.21  68.75  0.3  8 

Union  Miniere/mining  Belgium  37.71  102.39  37.71  0.2  5 

Wabash  National/truck  trailers  US  18.25  31.94  10.25  0.3  15 

Yamaha  Motor/motorcycles  Japan  6.97  10.66  4.92  0.2  5 


10.3 
10.0 


12.4 
12.5 


7.7 
9.1 
16.3 
11.6 
15.1 


5.9 
8.0 
9.3 
9.0 
12.7 


521 

1,995 

966 

419 

1,609 


'Three-year  annualized.  tActual 


Sources:  Market  Guide;  Worldscope.  IBES  Inc.  via  OneSource  Information  Services.] 


These  companies  are  trading  at  low  multiples  of  their  annual  revenues. 
A  boost  in  profit  margins  would  translate  into  earnings  gains. 


At  $24.50  a  share,  Genesee 
sells  for  less  than  half  its 
book  value  of  $56.  It  has 
$14  per  share  in  cash. 


and  expected  earnings  growth.  We 
excluded  retailers  and  other  service 
outfits  that  traditionally  sell  for  low 
multiples  of  sales.  American  Stan- 
dard, which  can  be  bought  for  less 
than  half  its  annual  sales,  survives 
the  screens.  ^^^* 

The  table  on  page  251  lists  18 
companies  with  relatively  high  dividend  yields — to  wit, 
at  least  one  percentage  point  above  the  market's  1.5%. 
They  also  have  dividend/profit  ratios  below  60%,  so 
these  dividends  are  not  in  any  obvious  jeopardy.  We  also 
excluded  companies  that  reduced  or  skipped  their  indi- 
cated quarterly  dividend  within  the  past  five  wars.  One 
of  the  companies  that  passed  these  screens  is  First 
Union,  an  acquisitive  bank  in  N  »rth  Carolina  that 
recently  expanded  its  subprime  lend   lg   >pi  ations  with 
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the  purchase  of  the  Money  Stofl 
First  Union  yields  2.7%. 

On  page  250  are  stocks  that  loo 
cheap  in  relation  to  tangible  boo 
value.  That's  book  value  mini 
goodwill  and  other  assets  that  cannc 
be  taken  to  the  bank.  Genesee,  a  be< 
brewer  in  upstate  New  York,  lad 
much  analyst  coverage  but  has  an  extremely  solid  balanc 
sheet.  The  company  has  a  tangible  book  value  of  $56 
share,  of  which  $14  is  cash  and  marketable  securitie 
Recent  price,  $24.50. 

The  table  on  page  248  lists  50  companies  trading ; 
low  multiples  of  their  trailing  earnings.  We  excluded  dio; 
with  expected  earnings  drops  between  1998  and  199f 
and  included  only  those  also  trading  at  less  than  15  timi 
latest  12-month  earnings.  ■ 
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How  Texhcd  helps  light  the  Grerter  Seattle  Breh. 


Bright  lights  tilling  dark  rainy  days. 
Coffee  bars  percolating  around  the  clock. 
It  any  place  needs  electricity,  it's  the 
Greater  Seattle  Area. 

And  Texaco  keeps  the  power  flowing. 
We've  figured  out  how  to  take  the  same  natural 
gas  that  generates  heat  for  oil  refining  and 
use  it  to  produce  over  145,000,000  watts 
of  electricity.  In  fact,  Texaco  plays  a  part  in 


providing  over  800,000  area  homes  and 
businesses  with  the  power  they  depend  on. 

We're  doing  the  same  around  the  globe, 
supplying  large  cities  and  small  villages 
with  reliable  and  environmentally  friendly 
electricity.  Because  as  long  as  the  world 
needs  the  energy  to  keep  running,  we'll 
relentlessly  pursue  ways  to  find  it. 

At  Texaco,  we've  got  a  lot  of  bright  ideas. 


3  Texaco  Inc. 


© 


fl  World  Of  Energy 


Visit  www.texaco.com 


Out  of  favor 


spotlight 


Company/business 

Country 

Price  per  share — 

— Price/earnings — 

Price/ 

Sales 

Market    1 

recent 

—12-month— 

recent 

1998 

1999 

sales 

($mil) 

value 

high 

low 

—estimated — 

($mil) 

Airborne  Freight/air  freight  services 

US 

$27.69 

$42.88 

$14.25 

10.9 

107 

9.9 

05 

$3,039 

$1,392 

Allstate/insurance 

US 

41.75 

52.38 

36.06 

10.4 

13.6 

12.7 

1.7 

20.224 

34.591 

Anixter  International/network  &  cable  equip 

US 

15.75 

22.75 

11.88 

9.8 

14.2 

11.4 

0.2 

3,074 

703 

Applebee's  International/restaurants 

US 

20.13 

26.00 

16.13 

13.2 

12.1 

10.8 

1.0 

617 

604 

Armstrong  World  Industries/building  materials 

US 

65.13 

90.00 

46.94 

12.5 

12.2 

11.3 

1.1 

2.448 

2.606 

Asia  Pulp  &  Paper/forest  products 

Singapore 

9.56 

16.38 

4.75 

9.0 

9.6 

6.3 

1.1 

1,997 

2.293 

Banco  Bradesco/banking 

Brazil 

5.73 

10.83 

5.46 

7.7 

6.7 

5.9 

0.4 

12,611 

5,512 

Beverly  Enterprises/health  care  services 

US 

6.69 

17.50 

5.56 

11.9 

8.5 

7.4 

0.2 

2,897 

691 

BJ  Services/oilfield  services 

US 

16.75 

45.38 

1188 

11.6 

13.4 

10.0 

0.8 

1.527 

1,212 

British  Airways/air  transport 

UK 

7.21 

12.71 

7.21 

10.6 

11.8 

10.2 

05 

14.238 

7,487 

British  American  Tobacco/tobacco 

UK 

7.90 

20.79 

7.90 

8.6 

10.5 

10.2 

0.6 

21,946 

12.402 

Brunswick/sporting  goods 

US 

20  75 

35.69 

12.00 

11.6 

9.4 

8.8 

0.5 

3,905 

2.056 

Cable  and  Wireless/telephone  utility 

UK 

11.10 

12.58 

7.79 

11.8 

22.6 

19.4 

2.2 

11,534 

25.295 

Champion  Enterprises/mobile  homes 

US 

20.63 

30.00 

16.50 

11.7 

10.8 

9.5 

0.5 

2,075 

991 

CHS  Electronics/distnb  computer  equipment 

US 

14.75 

24.81 

4.50 

10.0 

8.1 

7.1 

0.1 

7,523 

765 

CKE  Restaurants/restaurants 

US 

20.50 

46.25 

1650 

13.9 

11.8 

9.5 

0.6 

1.675 

965 

CNA  Financial/insurance 

US 

44.31 

53.31 

34.50 

83 

20.7 

202 

0.5 

17,274 

8.215 

Cytec  Industries/chemicals 

us 

23.88 

58.56 

14.88 

9.1 

9.3 

9.2 

0.7 

1,452 

1.069 

Eaton/electronic  equipment 

us 

68.19 

100.00 

57.50 

11.1 

12.8 

11.5 

0.7 

6.953 

4.869 

Fidelity  Natl  Financial/insurance 

us 

31.69 

43.63 

20.29 

9.4 

94 

91 

07 

1,072 

745 

Fleetwood  Enterprises/recreational  vehicles 

us 

31.19 

48.00 

25.00 

10.3 

10.1 

9.5 

0.3 

3,162 

999 

GenCorp/multicompany 

us 

22.50 

31.19 

16.44 

11.4 

12.0 

9.6 

0.5 

1,702 

934 

Hughes  Supply/distributes  construction  prods 

us 

28.81 

39.81 

25.13 

11.9 

111 

9.7 

0.3 

2.259 

691 

IDEX/pumps  &  motors 

us 

26.56 

38.75 

19.50 

11.7 

13.9 

12.6 

1.2 

625 

779 

Lafarge/cement 

us 

36.63 

42.13 

23.75 

11.6 

11.8 

11.0 

1.2 

2.293 

2.645 

Liberty  Financial/insurance 

us 

28.13 

40.63 

20.13 

105 

10.7 

9.8 

1.0 

1,227 

1.282 

MascoTech/auto  parts 

us 

15.94 

26.44 

15.63 

7.6 

10.0 

8.9 

0.5 

1,467 

786 

NAC  Re/insurance 

us 

47.75 

55.88 

43.50 

10.1 

13.0 

12.0 

1.2 

719 

868 

National  Power/electric  utility 

UK 

8.56 

11.61 

8.01 

10.6 

12.4 

12.3 

1.9 

5.526 

10,442 

Noble  Drilling/oilfield  services 

us 

14.06 

38.00 

10.75 

10.7 

11.2 

9.8 

2.3 

788 

1,846 

PartnerRe  Ltd/insurance 

Bermuda 

41.19 

52.50 

33.63 

8.6 

9.9 

8.8 

2.9 

769 

2.206 

Peninsular  &  Oriental  Steam/water  transportation 

UK 

10.36 

12.34 

9.59 

11.5 

12.6 

11.0 

0.7 

9.325 

6.465 

Potash  Corp/mining 

Canada 

63.19 

97.19 

48.38 

12.2 

12.5 

11.2 

1.4 

2.376 

3.427 

PPG  Industries/glass  products 

us 

60.94 

76.63 

49.13 

13.7 

14.6 

14.2 

1.4 

7,567 

10.798 

Precision  Castparts/aerospace 

us 

44.56 

64.75 

32.63 

11.4 

10.6 

93 

0.8 

1,415 

1.085 

Reliance  Steel  &  Aluminum/metals 

US 

30.63 

41.25 

24.13 

12.2 

12.3 

110 

0.5 

1.264 

578 

Rembrandt  Group/financial  services 

South  Africa 

6.59 

9.86 

6.20 

9.2 

7.5 

6.3 

1.7 

1.980 

3.440 

Ross  Stores/retailing 

US 

33.50 

5000 

23.25 

13  0 

12.1 

10.7 

08 

2,076 

1.573 

Southern  Peru  Copper/mining 

US 

11.94 

16.88 

8.69 

11.7 

13.4 

10.1 

15 

650 

953 

Standard  Chartered/banking 

UK 

10.54 

17.85 

1006 

117 

13.1 

129 

1.5 

7.064 

10.465 

Steelcase/oftice  furniture 

US 

14.75 

38.38 

12.75 

10.3 

10.3 

9.3 

0.8 

2,778 

2.272 

Swire  Pacific/multicompany 

Hong  Kong 

5.31 

9.78 

4.66 

11.9 

18.0 

14.0 

2.6 

3,165 

8.235 

Texas  Industries/cement 

US 

32.25 

68.25 

19.56 

6.9 

75 

7.5 

0.6 

1,198 

684 

Toll  Brothers/construction 

US 

23.00 

31.63 

17.38 

10.2 

102 

8.6 

0.7 

1.155 

851 

Transocean  Offshore/oilfield  services 

US 

30.00 

60  50 

23.00 

106 

10.2 

9.3 

3.0 

1,020 

3,016 

United  Dominion  Industries/engineering 

US 

20.44 

35.00 

16.13 

9.5 

95 

9.0 

0.4 

1,987 

830 

United  Utilities/electric  utility 

UK 

14.47 

14.82 

10.39 

10.5 

10.6 

10.6 

2.2 

3.542 

7.884 

USFreightways/trucking 

US 

25.38 

40.38 

17.38 

102 

9.9 

9.2 

0.4 

1.794 

666 

Wisconsin  Central  Transportation/railroad 

US 

17.56 

3219 

12.56 

11.7 

11.4 

10.2 

2.6 

341 

898 

Wolverine  World  Wide/shoes 

US 

12.56 

30.94 

8.06 

11.6 

11.2 

9.6 

0.7 

701 

512 

Sources 

.  Market  Guide;  Worldscope;  IBES  Inc  via 

IneSource  Information  Services 

he  average  stock  in  the  S&P  500  is  going  for  29  times  trailing  earnings.  These  companies  sell  for  considerably 

below  that— despite  expected  earning: 

>  gains  between  this 

year  and  next. 
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ET  YOUR  MIND 
IRKING   WITH 

'AR1BAS 


fit  i 

ire  not  my  father, 
nder  who  is?" 


■he  bigger  question  is. 
who  am  I?" 


Two  elephants  are  sitting  on  a  log. 

The  little  elephant  is  the  big  elephant's  son, 

but  the  big  elephant 

is  not  the  little  elephant's  father. 

How  is  this  possible? 


PARIBAS 
A  FORCE  IN 

GLOBAL 

CORPORATE 

BANKING 

Total  assets 
US  $290  billion 

Net  worth 
US  $12  billion 

70%  of  revenues 

generated 
outside  France 


SIZE  IS  MISLEADING 

The  question  above  demonstrates  how  language  and  prejudice  can  make  us  leap  to  conclusions. 
Corporate  banking  is  particularly  nFe  with  misconceptions. 

Few  realize,  For  example,  that  Paribas  with  total  assets  of  over  US  $290  billion  is  one  oF  the  top 
three  banks  in  commodities  and  trade  Finance  and  a  major  player  in  media  where  it  ranks  N°2  in  Europe. 

More  than  the  two  thirds  oF  our  business  activity  is  concentrated  in  high  added-value  structured 
Financing  and  in  growth  sectors  such  as  Projects,  Export,  Aerospace  and  Healthcare. 

Yet  to  some  people  who  view  banking  From  a  distance,  a  more  Familiar  name  somehow  just  sounds 
bigger.  And  oFten  For  no  reason  at  all. 

Which  brings  us  back  to  that  log  and  those  elephants  and  the  moral  oF  this  story  which  is 


never  assume 


We  assume  that  because  we  say  "big  elephant"  it  must  be  male.  In  Fact,  the  big  elephant  is  the 
little  elephant's  mother.  hapJlwww.ponbas.com 


r  ARIBAS    Thinking  beyond  banking 


spotlight 
By  the  book 


Company/business 


Country  Price  per  share Tangible      Price/ 

recent  —12-month—  book      tangible 

high  low         per  share     book 


Price/earnings Sales  > 

recent     1998       1999     ($mfl)i 
— estimated — 


w- 


Aracruz  Celulose/forest  products 

Bandai/games  &  toys 

Century  Aluminum/aluminum  products 

Dan  River/textiles;  apparel 

Eiden  Sakakiya/retailing 

Genesee/beer 


$16.75 
21.63 
20.75 
21.50 
12.52 
46.00 


$35.55 

0.3 

17.651 

0.52 

-     8.77 

1.0 

10.60 

0.8 

11.651 

0.52 

56.37 

0.4 

5.88 

0.9 

1.005 
151 


Hartmarx/apparel;  retailing 
Hovnanian  Enterprises/homebuilding 
Koninklijke  Nedlloyd/water  transportation 


Masisa/building  materials 

Chile 

Natexis/banking 

France 

Prime  Hospitality/hotels  &  motels 

US 

RailTex/railroads 

US 

Schuler  Homes/homebuilding 

US 

Tech-Sym/aerospace  &  defense 

US 

Tecumseh  Products/pumps  &  compressors 

US 

US  Home/homebuilding 

US 

Zojirushi/appliances 

Japan 

4.38 

6.00 
13.40 

4.50 
49.05 

4.00 


4.296 
439 


'Total  book  value,  ^ased  on  total  book  value.  NA:  Not  available.  NM:  Not  meaningful. 


Sources:  Market  Guide;  Worldscope;  IBES  Inc.  via  OneSource  Information  Services. 


These  stocks  sell  for  either  less  than  half  of  total  book  value  or  less  than  tangible  book- 
book  value  minus  nebulous  assets  like  goodwill. 


m 


Remote  access 


Managed 

end-to-end 

security 


Virtual  pri  I* 
networl 


Managing  your  data  network  in  todaj  -  business  environment  requires  serious  juggling.  Need  help?  MCI  World 
Advanced  Networks  isthean&    it.  [Tie  data  communications  solution  behind  3,000  of  the  world's  largest  corporat  > 
Vdvanced  Networks  provides  comprehensive  Internet,  Intranet  Extranet  anil  hosting  services  to  companies  w  !•.- 


\l(  I  UOKI  DCOM,  In.     Ml  Rights  Reserved 


ook  for  dividends 


ompany/business 


Country 


recent 


-Price  per  share- 


— 12-month— 
high  low 


— Dividend — 
yield        payout 
ratio 


Price/earnings 

recent     1998      1999 
— estimated— 


Sales 
($mil) 


bbey  National/banking  UK  $19.17  $19.17  $11.79 

meron  International/building  materials  US  37.13  66.25  33.38 

imold  Industries  -     •  US  15.25  20.75  11.63 

^anco  Latinoamer/banking  Panama  19.75  44.00  12.94 

.Me  Insurance  Group/insurance  US  11.88  15.88  9.00 

•xcel  Industries/auto  parts  US  17.81  22.63  11.50 


2.8% 

3.4 

2.9 

4.9 

5.1 

2.8 


47% 

33 

36 

24 

59 

43 


17.0 
9.5 

12.4 
5.0 

11.6 

15.5 


15.9 

9.3 
11.7 

5.7 
16.0 
17.8 


14.6 
8.3 

10.7 
4.9 

12.1 

10.5 


$14,285 
543 
397 
391 
212 
925 


lint  Union/banking  US 

■art/office  supplies  US 

;elly  Services/business  services  US 

ubnzol/chemicals  US 

;  helps  Dodge  copper  mining  US 

oyal  Bank  of  Scotland  Group/banking  UK 


61.25 
14.13 
34.25 
26.31 
57.00 
13.04 


65.94 
25.19 
38.50 
40.19 
74.19 
13.04 


40.94 
12.38 
23.75 
22.38 
43.88 
7.81 


2.7 
2.9 
2.7 
4.0 
3.5 
2.8 


21.3 

16.2 
15.6 
12.7 
12.5 
12.5 


16.3 
11.3 
15.4 
15.5 
24.4 
12.5 


14.1 
9.7 
14.5 
13.4 
20.6 
11.2 


14,855 
253 
4,005 
1,634 
3,223 
9,623 


fPH/chemicals 
jcor/msurance 

cottish  Media  Group/media 
cngaat-Hulett  Group/multicompany 

nitnn  -surance 
Veis  Markets/supermarkets 


US 

France 

UK 

South  Africa 

US 

US 


16.50 
57.43 
10.78 
5.80 
70.00 
37.31 


18.00 
57.43 
11.65 
16.18 
74.13 
37.50 


12.75 

30.13 

9.01 

5.80 

55.56 

33.25 


2.8 

3.1 
3.7 
6.3 
3.7 
2.7 


18.1 

11.3 
14.2 
5.4 
5.3 
18.6 


17.4 
12.6 
13.2 
5.5 
17.6 
19.6 


15.6 
12.0 
12.7 
5.0 
15.9 
18.2 


1,648 
3,108 
323 
944 
2,046 
1,846 


Sources:  Market  Guide;  Worldscope;  IBES  Inc.  via  OneSource  Information  Services. 


s  a  quaint  notion  to  fans  of  growth  stocks,  but  the  point  of  a  corporation 

to  pay  dividends  to  its  shareholders.  These  stocks  pay  better-than-average  dividends. 


t  hosting 


E-commerce 


One  company  can 

handle  it  all  on  a 

single  network. 


-T*- 


MCi  WORLDCOM 


ADVANCED  NETWORKS 


pnges  mi  the  flow  of  critical  data.  All  executed  by  a  single  team,  dedicated  to  customizing  our  services  to  meet 
lopany's  specific  needs.  That  includes  integrating  solutions  to  help  you  migrate  from  your  current  network 
}£v  to  next-generation  IP  solutions.  For  details  contact  us  at  1-877-755-1680  or  visit  www.wconi.net/adv/anl. 
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When  costly  insurance 
makes  sense 

For  most  people,  whole  life  is  a  bad  buy. 

Are  you  one  of  the  exceptions?  Here's  how  to  know. 


By  Carrie  Coolidge 


A     WHOLE     GENERATION     of 

savers  has  been  raised  on  the 
precept  that  whole  life  insur- 
ance, the  kind  that  builds  up 
a  cash  value,  is  a  bad  buy.  The 
policies  are  fiendishly  expen- 
sive, they  are  less  liquid  than 
other  savings  vehicles,  their 
investment  returns  aren't 
particularly  good  and  half  of 
your  first-year  premium  can 
get  eaten  up  by  the  agent's 
commission. 

It's  a  pretty  good  general- 
ization, but  there  are  excep- 
tions to  the  rule.  You  might 
find  yourself  in  the  excep- 
tional category  if  you  are  a 
prosperous  middle-aged  saver 
looking  at  a  policy  primarily 
to  transfer  wealth  to  the  next 
generation.  This  is  particular- 
ly likely  to  be  true  if  your 
alternative  investment  would 
be  something  very  conserva- 
tive, such  as  Treasury  bonds. 
How  could  an  insurer  beat 
the  returns  you'd  get  on  your 
own  in  the  bond  market?  Simply  by 
dint  of  the  tax  advantage  given  to 
insurance.  Investment  returns  accu- 
mulate tax-free  inside  a  policy. 

The  decline  of  traditional  whole 
life  has  been  relatively  swift.  Twenty 
years  ago,  nearly  90%  of  all  premium 
dollars  on  new  life  insurance  policies 
in  the  U.S.  went  toward  whole  life; 
today,  less  than  40%  does.  Many 
existing  policyholders  are  bailing 
out.  Last  year,  insurance  companies 
paid  out  nearly  as  much  money  to 
those  who  cancelled  as  to  the  benefi- 
ciaries of  those  who  died,  according 
to  the  American  Council  of  Life 
Insurance,  a  trade  group. 
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The  old  rule  of  thumb  still  applies 
to  most  people:  Instead  of  buying  a 
cash-value  policy,  buy  term  insurance 
and  invest  the  difference.  Term 
insurance  is  the  cheapest  kind,  pure 
death  protection.  The  price  has  fall- 
en in  the  past  several  decades,  large- 
ly because  people  are  living  longer. 
For  a  $500,000  policy  guaranteed 
renewable  for  20  years,  a  healthy  45- 
year-old  man  might  pay  a  fixed 
$1,000  a  year.  The  underwriter  can't 
cancel  the  policy  even  if  health  prob- 
lems develop.  A  45-year-old  woman 
can  get  a  death  benefit  of  around 
$750,000  for  the  same  price.  Even 
55-    to   65-year-old    men   can    get 


$500,000  of  coverage,  guar, 
anteed  for  ten  years,  fo 
$1,400  to  $3,900,  assumin; 
they're  relatively  healthy  an* 
don't  smoke.  Those  premi 
urns  come  from  USAA  Lif 
Insurance  Co.,  a  "low-load 
insurer.  Rates  are  higher  witl 
most  other  companies. 

At  those  prices  term  insur 
ance  makes  fixed-premiun 
whole  life  and  its  closes* 
cousin,  universal  life,  a  toug1 
sell.  Universal  life  includes 
tax-deferred  account  earninj 
short-term  interest  rates.  Bu 
it  lets  policyholders  vary  the 
premium  and  death  benefit 
(Variable  universal  insurance 
a  third  choice,  lets  polity 
holders  choose  among  : 
number  of  investments,  sucl 
as  bond  funds  or  stock  funds 
to  try  for  higher  returns. 
Universal  and  variable  uni 
versal  insurance  allow  with 
drawals  and  loans.  Whole  lift 
allows  loans,  but  only  rein 
vested  dividends  and  their  earning 
can  be  withdrawn. 

With  whole  life,  dividends  arc 
contingent  on  what  the  insurance 
company  can  get  on  its  own  portfo 
lio.  That's  why  overall  returns  or 
whole  life  policies  "are  chiseled  ir 
Jell-O,"  quips  Charles  Ratner 
national  director  of  personal  insur 
ance  counseling  at  Ernst  &  Young. 
Yes,  but  at  least  those  returns  arc 
tax-exempt,  an  advantage  that  add: 
up  over  time.  Say  you  are  a  healthy 
50-year-old  man  who  wants  to  ere 
ate  a  fund,  worth  $1  million  imme 
diately,  to  help  pay  estate  taxes  a 
your  death.  The  premium  for  a  rypi 
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One  Of  The  Few  Forms 
Of  Protection  Older  Than  Ours 
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American  Century  Capital  Preservation  Fund 


American  Century 
Capital  Preservation  Fund 


7-Day  Yield  (as  cf  11/11/96) 

4.28% 


If  you're  looking  for  an  investment  that  offers  you 
a  high  degree  of  safety  consider  the  American 
Century  Capital  Preservation  Fund.  This  fund  is 
managed  by  American  Century's  Benham  group, 


who  introduced  the  first  all-Treasury  money  fund 
more  than  25  years  ago.  The  fund  invests  solely  in 
U.S.  Treasury  Securities,  which  are  backed  by  the 
direct  "full  faith  and  credit  pledge"  of  the  U.S. 
government  —  the  highest  credit  backing  available. 
As  an  added  benefit,  all  earnings  from  the  fund 
are  exempt  from  state  taxes.  Call  1-800-345-2021 
to  find  out  more  about  the  American  Century 
Capital  Preservation  Fund. 


lease  ask  for  a  prospectus  ivith  more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it 
refidly  before  you  invest.  Naturally,  past  performance  is  no  guarantee  of  future  results.  An  investment  in  a  money  market 
\nd  is  neither  insured  nor  guaranteed  by  the  FDIC  or  any  other  government  agency.  Yields  will  fluctuate,  and  although 
>eeks  to  preserve  the  value  of  your  investment  at  $1  per  share,  it  is  possible  to  lose  money  by  investing  in  the  fund. 
I  >uls  Distributor,  Inc.  ©  1998  American  Century  Services  Corporation  135351-2 
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CENTURY 
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ww.americancentury.com 


1-800-345-2021 


cal  whole  life  policy  from  a  top-rated 
mutual  insurer,  with  an  initial  death 
benefit  of  $1  million,  would  be 
about  $24,000  per  year,  says  Ratner. 

You'd  probably  put  the  policy 
into  an  irrevocable  trust  with  your 
heirs  as  beneficiaries;  correctly  con- 
structed, the  trust  would  keep  the 
policy  proceeds  out  of  your  estate 
at  death. 

The  alternative  strategy  is  to  buy  a 
cheap  term  policy  and  invest  the  bal- 
ance of  the  $24,000  in  a  conserva- 
tive municipal  bond  fund  earning, 
say,  4%  per  year  on  average.  That 
account  would  grow  to  about  $1 
million  by  age  77 .  If  you  die  then, 
your  heirs  will  collect  that  amount 
plus  the  $1  million  death  benefit 
from  the  term  policy.  If  you  live,  you 
could  forgo  insurance  and  probably 
maintain  a  $1  million-plus  invest- 
ment account  with  modest  growth. 

Those  numbers  sound  okay — but 
a  whole  life  policy  would  probably 
beat  them  in  the  long  run.  Ratner's 
projections  of  likely  insurance  policy 
dividends  say  that  if  you  paid  the 
same  $24,000  per  year  into  whole 
life — and    recvcled    dividends    back 
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into  the  policy  to  increase  the  death 
benefit — the  death  benefit  would 
slightly  lag  that  of  the  term  insur- 
ance/investment combo  until  age 
68,  then  would  overtake  it.  By  age 
77,  the  whole  life  policy  would  pay 
$2.3  million,  or  nearly  $300,000 
more  than  the  term/fund  combo.  A 
iow-load  policy  would  provide  sub- 
stantially better  returns.  With  the 
same  premium,  you  would  buy  a 
bigger  death  benefit  over  time — 
about  $1 10,000  bigger  by  age  69. 

For  women,  the  premiums  would 
be  lower,  but  the  conclusions  would 


be  the  same:  Whole  life  can  easily 
beat  conservative  investing. 

Two  caveats  must  be  offered.  One 
is  that  we  are  assuming  you  will 
never  be  in  a  pinch.  If  covering  a  siz- 
able premium  becomes  difficult  in  afl 
policy's  early  years,  whole  life's 
inflexibility  will  hurt  you.  And  we 
assume  that  you  are  using  money 
vou  would  otherwise  have  chosen  to 
invest  very  conservatively.  In  the 
stock  market  you  would  likely  beat 
the  insurance  option  over  a  long 
holding  period. 

Of  course,  unsuccessful  or  undis- 
ciplined investing  on  your  own 
could  be  a  disaster.  The  discipline 
imposed  by  whole  life's  fixed  premi- 
um is  a  kind  of  forced  savings  that 
some  people  need,  notes  Jerry 
Rosenbloom,  a  professor  of  insur- 
ance and  risk  management  at  the 
University  of  Pennsylvania's 
Wharton  School.  By  shooting  for  a 
high  return  instead — say,  in  a  stock 
mutual  fund — you  put  your  estate 
planning  at  the  mercy  of  the  market. 

If  you  already  own  a  whole  life 
policy  and  wonder  what  to  do  with 
it,  see  the  box  for  advice.  ■ 


Is  your  whole  life  policy 
worth  keeping? 

Whole  life  policyholders  often  feel  like  people  in  a 
failing  romance:  The  longer  they've  been  in  it,  the  more 
determined  they  are  to  make  it  work.  That  sentiment 
actually  makes  sense  with  whole  life — up  to  a  point. 

Ask  yourself  whether  you  really  need  a  death  benefit, 
either  to  replace  income  or  for  estate  planning.  If  not, 
and  if  you've  had  a  policy  less  than  five  years,  you  prob- 
ably should  accept  the  loss  of  the  fees  and  get  out.  The 
policy  has  little  or  no  cash  value  above  your  cost  basis. 

With  older  policies,  the  decision  is  tougher  because 
more  of  your  premium  is  now  going  into  cash  value. 
But  even  so,  says  Ben  Baldwin,  an  insurance  agent  mk\ 
author  of  The  New  Life  Insurance  Investment  Advisor 
(McGraw-Hill,  1994),  you  are  often  better  off  dumping 
it  and  investing  for  higher  return. 

Cashing  out  isn't  the  only  alternative.  To  avoid  losing 
your  business  your  agent  may  suggest  that  you  let  the 
policy  lapse  by  simply  not  paying  the  premium.  The 
insurer  would  then  apply  the  cash  value,  as  a  single  pre- 
mium, to  term  insurance  with  the  same  death  benefit. 
Alternatively,  you  could  keep  the  policy  but  declare  it 
"reduced  .\\u\  paid  up."  This  would  give  you  a  lower, 
lifetime  death  benefit  based  on  the  policy's  cash  value. 


For  example,  a  45 -year-old  man  who  buys  a  $1  million 
whole  life  policy  from  USAA  might  pay  about  $18,600 
per  year.  After  10  years,  assuming  dividends  have  been 
paid  back  into  the  policy,  the  aftertax  cash  value  w  ould 
be  about  $220,000.  Instead  of  taking  the  cash,  the  poli- 
cyholder could  elect  a  permanent  death  benefit  of 
around  $600,000,  with  no  more  payments  required. 

There  are  ways  to  squeeze  out  more  value  before  drop- 
ping a  policy.  To  keep  your  income-tax  deferral  on  gains, 
you  may  want  to  make  a  tax-free  exchange  into  a  low- 
load  annuity.  (Get  one  with  low  contract  expenses  and  no 
surrender  charge. )  The  tactic  is  often  recommended  by 
Glenn  Daily,  a  New  York-based,  fee-only  insurance  con- 
sultant. If  you  have  no  gains  yet,  an  annuity  could  let  you 
use  the  losses  in  your  policy  to  shelter  a  portion  of  your 
future  earnings.  If,  for  example,  the  premiums  you've 
paid  add  up  to  $30,000  but  your  policy's  cash  value  is 
only  $20,000,  vou  roll  the  $20,000  into  an  annuity;  the 
fust  $10,000  of  earnings  on  the  annuity  is  tax-free. 

It  your  policy  is  rath  a  mutual  insurer,  don't  cancel  soon 
before  receiving  your  annual  dividend,  unless  the  insurer  is 
one  of  the  tew  that  prorates  dhidends.  James  Hunt,  an 
insurance  actuary  at  the  nonprofit  Consumer  Federation  of 
America,  notes  that  it  probably  also  pays  to  delay  canceling 
it  the  insurer  plans  to  demutualize,  since  policyholders  will 
receive  stock  in  the  deal.  -C.C.   ■ 
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Business  is  beautiful.  Especially  in  a  state  that  puts  you  within  750  miles  of  60%  of  the  U.S. 
market- but  still  offers  the  peaceful  pleasures  of  the  Blue  Ridge  Mountains  and  the  Atlantic  shore. 
As  the  northernmost  right-to-work  state  in  the  Southeast,  Virginia  has  a  friendly  labor  climate  as 
well.  The  diverse  skills  of  our  labor  force  are  evidenced  by  the  variety  of  products  manufactured 
here,  including  everything  from  pickup  trucks  to  snack  foods.  If  you  enjoy  the  sweet  smell  of  success, 
you,  too,  will  appreciate  the  beauty  of  doing  business  in  Virginia.  Wmtm%MMMwMr\ 


Contact  Wayne  Sterling.  CED.  Executive  Director.  Virginia  Economic  Development  Partnership.  RO.  Box  798.  Richmond.  VA.  23218.  804-371-8202.  www.YesVirginia.org. 


Ifr.Mli     matters 

Saving  to 
the  max 

If  your  employer  won't  let  you  put  a  full  $10,000  into 
your  401(k)  plan,  find  out  why. 


By  Ashlea  Ebeling 

The  ceiling  on  tax-deductible 
contributions    to    a    401(k) 
account  is  supposed  to  be 
$10,000  this  year  (and  next). 
But   a   lot  of  employees, 
especially  higher-paid  ones, 
never  get  near  this  ceiling; 
they  may  be  capped  out  at 
smaller  amounts,  perhaps 
shorted  by  thousands  of 
dollars.     The     problem 
afflicts  managers  at  hun- 
dreds of  companies,  such 
as    Land    O'Lakes    and 
American  General  Corp. 

That's  because  their 
employers  get  trapped  by 
complex  rules  designed  to 
protect  lower-paid  employ- 
ees. And  high  pay,  in  this 
case,  doesn't  just  mean  execu 
rives.  The  restriction  snags  many 
earning  less  than  $100,000  per  year. 
If  you  are  in  this  unfortunate  situ- 
ation, take  another  look  at  your 
401(k)  plan  and  find  out  what  your 
employer  is  doing  to  upgrade  it.  IRS 
rules  released  in  November  should 
make  it  easier  for  your  ceiling  to  go 
up  to  $10,000.  To  take  advantage  of 
the  new  rules,  however,  your  compa- 
ny may  have  to  be  a  little  more  gen- 
erous with  its  matching  contribution. 
That's  why  it  may  take  some  prod- 
ding by  you  and  other  workers  to  get 
the  ceiling  raised  as  high  as  it  can  go. 
Under  the  current  system,  all  com- 
panies with  401(k)  plans  must  pass 
complex  "nondiscrimination"  tests 
annually.  The  tests  are  intended  to 
coerce  firms  into  encouraging  lower- 
paid  employees  to  save  more.  But 
complying  creates  nightmarish  paper- 
work with  unpredictable  results. 
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The  tests  measure  two  things  at 
each  company:  the  average  employee 
contribution  as  a  percentage  of  salary, 
and  the  average  employer  match. 
What's  required,  in  general,  is  that 
the  averages  for  highly  paid  employ 
ees  don't  exceed  the  averages  for 
other  workers  by  more  than  two  per- 
centage points.  Highly  paid,  here, 
means  those  who  earn  more  than 
$80,000  per  year  or  own  more  than 
5%  of  the  company.  If  a  firm  fails  a 
test,  it  must  cither  reduce  contribu- 
tions made  by  highly  paid  employees 
or  add  money  to  other  workers" 
accounts.  It  isn't  hard  to  guess  w  hat 
often  happens:  High  paid  employees 
find  pari  of  then  contributions  kicked 
back  to  them,  generally  at  year-end 

The   new  rules  allow  an  escape 


from  all  this  complexity  and  uncer- 
tainty They're  also  intended  to  con- 
vince more  companies  to  offer 
401(k)  plans.  $tarting  next  year, 
companies  can  bypass  the  tests  by 
contributing  to  non-highly  paid 
workers'  401(k)  accounts  in  one  of 
two  ways.  The  first  is  to  make  a  com- 
pany contribution  equal  to  at  least  3% 
of  each  employee's  compensation, 
regardless  of  whether  the  employee 
contributes. 

The   other   option  is   to   match 
employees'  contributions  dollar-for- 
dollar  on  the  first  3%  of  their 
pay,  and  50  cents  on  the 
dollar  on  the  next  2%  of 
pay — a  total  match  of 
^      4%    of   salary.    With 
either    option,    the 
company  can't  give 
highly  paid  employ- 
ees a  better  deal. 

Even  the  latter 
option  would  cost 
I  many  companies 
is  more  than  they 
|  now  spend,  since 
%.  the  typical  match 
currently  tops  out 
at  3%  of  salary.  But 
the  benefits  of  this 
so-called  safe  har- 
bor from  the  nondis- 
crimination tests  may 
outweigh  the  costs, 
says  Elinor  Merl,  a  princi- 
pal with  Towers  Perrin. 
That's  particularly  true  for  com- 
panies that  already  provide  a  gener- 
ous match. 

What  will  irk  employers,  though,  is 
that  the  new  rules  require  immediate 
vesting  of  the  match.  The  rules  also 
let  workers  take  that  money  anytime 
they  leave  the  company.  Under  cur- 
rent rules,  employees  often  have  to 
forfeit  some  matching  funds  if  they 
leave  before  the  end  of  the  year. 

Welcome  as  they  are,  the  safe 
harbor  rules  won't  turn  sting)'  firms 
into  Santa  Clauses.  "There  are  a  lot 
of  companies  that  don't  match  at 
all,"  notes  David  Gelman,  a  pension 
consultant  in  New  York  City.  "For 
them,  the  thought  of  having  to  give 
away  3%,  or  start  matching,  is  out  of 
the  question."  But  if  employees  rally 
around  the  new  rules,  companies  just 
might  come  up  with  the  cash.        ■ 
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hat  happens  when  all  your  talents  pull  together? 


lost  every  organization  has 
impressive  range  of  strengths, 
o  accomplish  the  loftiest 
.  individual  stars  need  to  be 
ied  to  shine  collectively, 
dersen  Consulting  can  help 

i  us  at  www.ac.com 


you  dramatically  improve  results 
by  synchronizing  all  your  vital  com- 
ponents. Experience  with  clients 
throughout  the  world  has  given  us  a 
unique  ability  to  integrate  strategy, 
technology,  process  and  people.  • 


So  when  you  reach  for  the  moon,  we 
can  help  make  sure  you  actually  get  it. 


Hey,  that's 
my  picture 
on  your  wall 

Stolen  art  can  turn  up  in  the  most 
unlikely  places. 


By  Ashlea  Ebeling 

Daniel  Searle,  an  heir  to  the  G.D.  Searle 
drug  fortune,  bought  the  ethereal  Edgar 
Degas  pastel  "Landscape  with  Smoke- 
stacks," a  view  across  a  windswept  coun- 
tryside, in  1987.  He  paid  $850,000.  The 
seller  was  a  reliable  dealer.  Searle  hung  the 
work  in  his  suburban  Chicago  home  and 
later  lent  it  to  New  York's  Metropolitan 
Museum  of  Art. 

But  eight  years  after  the  purchase  Searle 
received  a  letter  from  a  lawyer  represent- 
ing the  heirs  of  Holocaust  victims 
Friedrich  and  Louise  Gutmann.  The 
resulting  court  battle  over  the  painting's 
ownership  turned,  among  other  things,  on 
how  diligently  each  side  had  checked  the 
artwork's  true  ownership. 

The  Gutmann  heirs  claimed  that  the 
appearance  of  a  notorious  German  art 
dealer,  Hans  Wendland,  in  the  painting's 
ownership  record  should  have  raised  a 
red  flag.  Searle  claimed  the  Gutmann 
family  sold  the  painting  in  Paris  in  1939 
and  that  even  if  it  were  stolen,  the  heirs 
could  have  found  it  much  earlier  if  thev 


Tug  of  war  over  art 


had  been  searching  diligently. 

A  settlement  last  summer  left  ownership  dividei 
50/50.  Searle  donated  his  share  to  the  Art  Institute  c 
Chicago.  The  Institute  will  purchase  the  heirs'  share.  Bi 
even  that  compromise  ended  up  costing  Searle  more  th; 
$1  million  in  legal  fees. 

Can  art  buyers  protect  themselves  against  this  sort  ci 
hazard?  They  couldn't  in  1987,  but  now  collectors  am 
museums  can  buy  defective  title  coverage  or  "war  loot' 
insurance.  It  is  available  from  Hiscox  Syndicate  33  a; 
Lloyd's  of  London.  Such  policies  were  previously  avail 
able  only  to  dealers  and  were  limited  to  $1  million.  TI 
new  Lloyd's  policies  are  aimed  at  collections  worth  $1 
million  or  more  and  provide  up  to  $50  million  of  coverJ 
age.  If  an  ownership  challenge  arises,  the  insurer  funds 
legal  defense.  It  also  pays  out  the  value  of  the  artwork 
the  policyholder  if  the  fight  is  lost. 

Disputes  over  ownership  are  cropping  up  more  fre 
quently  these  days  (see  table).  The  opening-up  of  eastern 
European  archives  and  a  recent  Statt 
Department  conference  on  Nazi-loote 
assets  will  give  claimants  even  more  d< 
mentation  for  pursuing  their  cases. 

Hundreds  of  thousands  of  woii 
were  stolen  in  the  Nazi  era  alone  and  an 
probably  now  worth  more  than  $  1  billion 
An  unknown  number  were  stolei 
by  Soviet  and  Allied  soldiers.  "Nobod 
has  a  real  handle  on  the  extent  of  th< 
problem,"  says  Anna  Kisluk,  director  a 
the  Art  Loss  Register  in  New  York,  whid 
maintains  an  international  database  o 
stolen  art. 

The  new  insurance  doesn't  come  cheap 
The  premium  could  be  as  high  as  2%  for 
collection  where  there  are  gaps  in  owner 
ship  history. 

That's  $400,000  for  a  $20  millioi 
policy.  Still,  given  the  extraordinary  cost  o 
artwork  and  litigation  these  days,  Lloyd' 
is  probably  going  to  find  some  takers.   ■ 

Disputed  loot:  "Landscape  with 
Smokestacks"  by  Degas,  "Odalisque"  by 
Matisse  and  "Portrait  of  Wally"  by  Schiele. 


Work 


Date  last 
changed  hands 


Status 


Dead  City  III;  Portrait  of  Wally  1994 

by  Egon  Schiele 

Odalisque  1991 

by  Henri  Matisse 

The  Holy  Family  with  Saints  John  1989 

and  Elizabeth  and  Angels 

by  Joachim  Wtewael 

Landscape  with  Smokestacks  1987 

by  Edgar  Degas 


Both  paintings  in  storage  at  New  York's  Museum  of  Modern  Art  while  Manhattan  district  attorney  appeals 
a  New  York  state  court's  decision  to  return  paintings  to  the  Leopold  Foundation  in  Austria.  Two  families 
claim  ownership  predating  World  War  II. 

Subject  of  dispute  between  Seattle  Art  Museum  and  heits  of  Paul  Rosenberg,  a  Parisian  art  collector  and 
gallery  owner  before  Worid  War  II;  heirs  allege  the  painting  was  stolen  by  the  Nazis. 

Withdrawn  prior  to  offering  at  Sotheby's  London  in  1992.  In  September  the  High  Court  in  London 

ordered  its  return  to  the  Ducal  Foundation  for  Art  and  Science  in  Gotha,  Germany,  from  where  it  was  stolen 

by  the  Russian  army  in  1945. 

Awaiting  planned  purchase  by  the  Art  Institute  of  Chicago  after  settlement  between  private  collector  Daniel 
Searle  and  heirs  of  Holocaust  victims  Friedrich  and  Louise  Gutmann. 


1 
I 


(TOP  TO  BOTTOM)  PURCHASE  FROM  THE  COLLECTION  OF  FRIEDRICH  AND  LOUISE  GUTMANN  AN  L  C   SEARLE/  THE  ART  INSTITUTE  OF  CHICAGO   PAUL  MACAPIA/  THE  SEATTLE  ART  MUSEUM;  TF 

LEOPOLD  COLLECTION.  VIENNA/  THE  MUSEUM  OF  MODERN  ART.  NY. 


258 


Forbes  ■  December  14,  199 


r  clients  include  every  Brazilian  company  with  sales  over  $100  million.  Most  of  the  others,  too.  So  invest  some  precious  time  with  us. 

IT  &  EQUITY  CAPITAL  MARKETS  •  MERGERS  &  ACQUISITIONS  •  SECURITIZATION  •  PROJECT  FINANCE  •  SYNDICATED  LENDING  •  RISK  MANAGEMENT  •  TRADE  FINANCE  •  ASSET  MANAGEMENT 


The 


men 


Stake  a  claim 


Governments  are  in  such  a  hurry  to  sell  assets  that  they  sometimes  sell  them  too 
cheap.  Here's  how  to  play  the  global  privatization  movement. 


By  John  H.  Christy 

SWISSCOM,  the  nation- 
al phone  company 
that  was  floated  by  the 
Swiss  government  in 
October,  shot  up  35% 
in  its  first  30  or  so 
days  of  trading.  No 
big  deal  to  U.S. 
investors  accustomed 
to  seeing  Internet 
stocks  climb  that 
much  in  a  matter  of 
minutes,  but  for  a 
utility,  35%  in  one 
month  is  a  nice  move. 

Why  all  the  fuss 
over  a  stodgy  Euro- 
pean phone  company? 

Part  of  it  is  good 
timing.  Swisscom 
came  out  just  as  world 
markets  were  bounc- 
ing back  from  Octo- 
ber's doldrums.  But 
investors  are  also  bet- 
ting that  companies 
such  as  Swisscom  will 
be  more  inclined  to 
enhance  profits  when 
the  shares  are  held  by 
private  citizens. 

Unlike  Internet 
outfits,  newly  priva- 
tized companies  usu- 
ally have  big  asset 
bases  and  services  like 
telephone  service  and 
electricity  that  people 
can't  do  without. 

Jeremy  Podger,  33, 
of       London-based 
Investec      Guinness  | 
Flight,  makes  a  living  g 
buying  shares  in  just  * 
these  sorts  of  compa-   S 
nies.    Through    the 
Guernsey-registered  Global  Privati 
zation  Fund  (offshore)  and  a  Un- 
registered unit  trust,  Podger  looks 


for  value  among  fully  or  partially 
privatized  firms. 

He's  done  well.  From  inception  in 


Investec  Guinness  Flight's  Jeremy  Podger 
Buy  a  phone  company  when  it  is  still 
sleepy  and  overstaffed. 


260 


Forbes  ■  December  14,  1998 


You  see  a  motorcycle 


We  see  global  communications 


Data  transmitted  to  distribution  center 
via  Sprint  international pm  ate  line 


JP  <T 


r 


Vkteoconference  between  technician 
in  Belgium  &  manufacturer  in  Mexico. 


Sprint  can  help  your  international  business  every  step  of  the  way. 


The  exchange  of  information  to  all  parts  of  the  world,  for 
every  kind  of  business.  With  our  worldwide  alliance  partner 
Global  One,  such  coordinated  efforts  become  a  reality  for 
businesses  like  yours.  Through  Global  One,  Sprint  is  a  global 
telecommunications  provider  with  points  of  presence  that  can 
take  you  to  more  than  1,500  places  in  65  countries  worldwide. 
With  exceptional  global  accessibility  where  you  do  business. 


All  with  the  speed,  reliability,  security  and  pin-drop  clarity  for 
which  Sprint  is  known.  We  invite  you  to  call  today.  And  allow 
us  to  tell  you  how  we  can  enhance  your  global  communications, 
beginning  today. 

Business  Runs  On  Data.  International  Data  Runs  on  Sprint. 
1.000.  Ljj.LLjj  www.sprint.com/intLsi 


services 


Sprint 


©  IW  Sprint  Cornmumaiwre  Company  LP 


We  help  your  business  do  more  business* 


Antimagnetic: 
It  attracts 
absolutely  nothing. 
Except  attention. 


Ref.  3706 

The  mechanical  pilot's 
chronograph  with  a  soft  iron 
inner  case  for  protection 
against  magnetic  influences. 
From  $  3995.- 


IWC 


The  Largest  Selection  of  Designer  Jewelry 

and  Fine  Timepieces  in  New  England  Since  144S 

58  Main  Street,  Andover,  MA -01810  (978)  475-3330 


For  complete  IWC  catalog 

please  call  (800)  432-9330 

http:   www.iwc.ch 


1994  through  the  end  of  October, 
Podger's  $118  million  offshore  fund 
returned  an  annualized  14%,  to  less 
than  8%  for  Morgan  Stanley's 
Europe  Asia  Far  East  index.  The  per- 
formance put  Podger's  fund  third 
among  the  119  offshore  global 
equity  funds  tracked  by  Standard  & 
Poor's  Micropal. 

A  philosophy  graduate  from 
Cambridge  University  with  an 
M.B.A.  from  London  Business 
School,  Podger  says  that  the  British 
experience  with  state  sell-offs  shows 
what  could  be  in  store  elsewhere. 
"In  17  years  of  British  privatiza- 
tions, only  a  handful  have  failed  to 
outperform  the  market,"  he  says. 

State-disowned 


"That's  about  the  same  multiple  tha 
a  European  telco  gets,  but  interest;  gtfls 
rates  are  just  half  a  percent  in  Japan,' . 
Podger  says. 

In  Europe,  where  Podger  hajj 
nearly  three-quarters  of  his  money,  hti 
likes  telecoms  in  Spain,  Italy  anc 
Denmark.  Telefonica  has  been  damp 
ened  somewhat  by  worries  over  it: 
holdings  in  Latin  America.  At  si) 
times  estimated  1999  cash  flow,  Telei 
fonica  looks  cheap  relative  to  othei 
European  telcos  that  don't  have  sc 
much  emerging  market  exposure 
Podger  says.  He  thinks  Telefonic; 
will  weather  the  storm.  In  the  firs 
nine  months  of  the  year,  the  compa-  . 
ny's  profits  grew  15%. 

■  A 


Company 


Country         Business  Recent     Est  1999     Price/        Price/       Mai 

price         P/E      cashflow       book        val 
($US)  (JUS 


Castellum  Sweden 

Ceske  Radiokomunikace  Czech  Rep 


•Chilectra 
Keppel Land 
MOL 
•NTT 

•Tele  Danmark 
•Telecom  Italia 
•Telefonica 


Chile 

Singapore 

Hungary 

Japan 

Denmark 

Italy 

Spain 


real  estate 
telecom  services 
electric  utility 
real  estate 
oil  &  gas 
telecom  services 
telecom  services 
telecom  services 
telecom  services 


$9l3 

31.73 
5.66 
1.09 

23.53 
7,521.58 

111.73 
7.63 

43.99 


13.6 
37.3 
9.1 
24.4 
8.4 
NM 
22.3 
20.8 
23.2 


13.0 
NM 

10.8 
20.4 
5.9 
5.6 
11.4 
6.7 
8.0 


1.1 

39 
3.0 
0.4 
1.9 
3.2 
3.4 
3.3 
2.7 


Figures  as  of  Nov.  18, 1998.  •Available  as  an  ADR.  NM:  Not  meaningful. 

Sources  ■  Worldscope;  IBES  Express;  Morgan  Stanley  Capital  International;  Bloomberg  Financial  Markets. 


DOrj 

tied 


Jeremy  Podger  likes  these  nine  outfits,  many  of  them  utilities  and  all  partly  or 
fully  privatized  in  recent  years. 


bdii 


"Companies  like  National  Power 
and  Powergen  came  to  market  in 
the  early  1990s.  Since  then  they've 
basically  cut  their  work  forces  in  half 
while  doubling  profits." 

Shares  in  National  Grid,  a  British 
electricity  provider,  were  offered  to 
the  public  in  1995.  The  company's 
new  management  made  a  $667  mil- 
lion investment  in  fiber-optic 
cables,  then  partially  spun  that  off 
in  1997  as  a  new  company,  Energis 
Pic.  The  spinoff's  market  cap  is 
now  $2.5  billion. 

Podger  has  a  third  of  his  assets  in 
telecommunications.  Largest  holding: 
Nippon  Telegraph  &  Telephone. 
Nippon  is  going  for  seven  times  con- 
solidated  cash  flow  (in  the  sense  of 
i    I     income     pins     depreciation). 


Tele  Danmark,  first  floated  ii  r 
1994,  quickly  shed  its  bureaucrati 
image.  "They  have  cut  costs  quick 
ly,  introduced  management  perfor 
mance  incentives,  and  startec 
buying  back  shares,"  Podger  notes 
Telecom  Italia  sells  for  six  time 
consensus  cash  flow  forecasts  fo 
1999.  Podger  will  probably  take 
piece  of  the  upcoming  telecon 
issues  from  Ireland  and  Austria. 

Castellum,  a  collection  of  collater 
al  assets  that  went  public  in  1997  a 
Sweden  cleaned  up  a  banking  mess,  i 
one  of  Podger's  few  financial  hold 
ings.  At  a  recent  price  equivalent  ti 
$10,  Castellum  is  20%  off  its  summe 
highs  and  at  a  30%  discount  ti 
Podger's  estimate  of  the  company' 
book  value. 
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You  can  get  killed  in  emerging 
larket  stocks,  as  the  past  year's  tur- 
toil  has  demonstrated,  but  you  can 
so  make  a  killing.  Privatized  stocks 
Poland,  Hungary  and  the  Czech 
.epublic  are  home  to  some  of  the 
st  values  in  the  emerging  markets, 
odger  says 

Ceske  Radiokomunikace  in  the 

zech  Republic  was  formed  by  the 

ate  to  provide  TV  and  radio  broad 

isting  services.  The  company  has 

nee  become  one  of  the  leading 

obile  telecom  service  providers  in 

ic  country.  In  the  year  ended  this 

t  June,  the  company's  subscriber 

grew  270%.  Podger  thinks  Ceske 

have  half  a  million  subscribers  by 

e  end  of  next  year.  The  stock  has 

•ubled  since  it  was  first  floated  ear- 

er  this  year,  and  Podger  thinks  it 

juld  double  again  in  two  vears. 

Not  all  emerging  markets  are  as 

pealing    to    Podger    as    Kastern 

urope's.  He's  avoiding  most  of  the 

itin  American  privatizations  on  the 

ockct  for  the  next  several  months. 

ut  he  likes  Chilectra,  the  Chilean 

lectric  utility.  At  the  equivalent  of 

22  per  adr,  it  goes  for  nine  times 

le  consensus  earnings  forecast  for 

ext  year. 

Keppel  Land  is  a  Singaporean  col- 
ction  of  real  estate  assets  once 
vvned  by  the  government.  "It's  a 
amble,"  Podger  concedes.  "But  all 
r  the  bad  news  and  more  is  already 
riced  into  the  stock." 
What  privatizations  have  disap- 
ointed  Podger?  Those  of  steelmak- 
rs.  "The  slump  in  the  industry's  fun- 
amentals  simply  overwhelmed  many 
f  privatization's  benefits,"  Podger 
ments.  Another  important  lesson: 
lake  sure  the  company's  new  man- 
gers really  have  control.  "Some  of 
pc  continental  European  companies 
ave  gone  private  partially,  leaving 
ne  company  still  effectively  run  by 
le  state,"  he  says. 

Podger  estimates  that  an  addition- 
I  S300  billion  or  so  of  new  privati- 
ations  will  come  to  market  in  the 
ext  five  years. 

There's  about  $950  billion  in 
"ee  float  of  former  state  enterprises 
vailable  to  investors  now.  Another 
650  billion  is  left  to  go.  There  will 
e  no  shortage  of  deals  to  choose 
-om,"  he  says.  h 
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Ginnie  Maes  are  abnormally  cheap  relative  to  Treasury  bonds.  If  you  want  a 
conservative  holding  for  your  IRA,  get  some. 


By  James  M.  Clash 

You  could  debate  whether  a  port- 
folio of  junk  bonds  or  foreign  bonds 
is  the  toughest  in  the  fixed-income 
business  to  create.  But  there's  no 
question  what  kind  of  fixed  income  is 
the  most  complicated:  mortgage 
pools.  These  unglamorous  securities 
are,  quite  simply,  a  bear  to  figure  out. 

Now's  a  good  time  to 
take  the  trouble,  though. 
A  surge  of  unforeseeable 
mortgage  prepayments 
spurred  by  falling  interest 
rates — the  extra  spice  that 
makes  Ginnie  Maes  so 
unpredictable — has  beaten 
down  their  prices.  So  has 
the  dumping  of  all  sorts  of 
mortgage-backed  securi- 
ties by  troubled  hedge 
funds.  The  result:  Ginnie 
Maes  yield  6.3%  to  6.9% 
right  now,  a  handsome 
spread  over  the  10-year 
Treasury's  yield  of  4.9%. 

Although  Ginnie  Maes 
have  a  nominal  maturity 
date  30  years  out,  the 
principal  stays  outstanding 
for  something  less  than  10 
years  on  average;  hence, 
the  comparison  with  a 
medium-term  Treasury. 

There's  no  credit  risk 
on  Ginnie  Maes.  The 
underlying  mortgages  are 
government-guaranteed 
and  so  are  the  securities 
themselves.  The  trick  with 
mortgage  securities,  how- 
ever, is  that  they  have  pre- 
payment risk — the  home- 
owners standing  behind 
the  mortgage  pools  can 
refinance,  move  or  die.  To 
allow  for  that  risk,  you 
have  to  look  at  something 
called  the  "option-adjust- 
ed spread." 


To  understand  what  that  is  all 
about,  take  a  look  at  what  is  going  on 
when  a  homeowner  borrows  money 
and  you  provide  the  money  by 
buying  into  a  mortgage  pool.  The 
homeowner  has  the  legal  right  to 
keep  the  mortgage  outstanding  for 
30  years,  or  to  prepay  it  at  any  time. 


In  effect,  you  have  given  away  ai 
option  to  the  borrower — an  optioi 
granting  the  borrower  a  right  to  bu; 
back  his  debt  at  face  value.  Those 
options  have  value.  To  allow  fo 
them,  bond  analysts  shave  a  litde  of 
the  apparent  yield  advantage  o 
Ginnie     Maes.     When     they 
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Now  you  don't  have  to  play  risky  Wall  Street  games 
to  make  substantial  profits . . . 


Moke  more  profit  with  less  risk, 
ignoring  hot  stocks  and  bucking  investment  fads] 


low  America's  most 

iccessful  Contrarian 

investor  tells  you: 

m  to  buy  out-of-favor  stocks. 

lich  first-rate  companies  offer 
(outstanding  fundamental  value. 

to  make  substantial  long-term 
profits  regardless  of  what  the 
I  market  does  short  term. 

re  worried  the  bull  market 
ended,  but  afraid  to  get  out 
for  fear  of  missing  out  - 
e's  how  to  continue  the  profits, 

with  far  less  risk. 

I  As  a  no-risk,  charter  subscriber  to  the 
|man  Value  Stock  Report,  you'll  know  which 

;-up,  out-of-favor  companies  America's  most 
cessful  Contrarian  investor  is  buying  now; 

why  each  holds  tremendous  profit  potential 
h  only  moderate  risk. 

Regardless  of  the  short-term  market,  in 
> or  three  years,  you'll  be  very  happy  you 
|ight  out-of-favor  stocks  whose  low  P/Es  belie 

'  fundamental  strengths. 

Long-term  statistics  prove 

lat  fundamental  value  is  the 

key  to  low-risk  profits. 

iToday's  sophisticated  and  popular  investment 
I .tegies  simply  do  not  work. 

J  Over  a  ten  year  period,  an  astonishing  90%  of 
fual  fund  managers  under  performed  the  S&P  500! 

During  the  12  years  that  the  market  surged  734%, 
lis  managed  by  market  timers  grew  an  anemic  584%. 

Five  years  out,  the  return  on  those  splashy  IPOs 
[led  by  high-paid  investment  bankers  averages  just  3%! 

In  today's  earnings-driven  market  you 
li  lose  your  shirt  buying  stocks  on 
Iticipated  growth.  Only  29%  of  analysts' 


forecasts  prove  to  be  within  5%  of  actual  earnings.  Take 
a  look  at  some  of  Wall  Street's  hottest  stocks  from  a  year 
or  two  ago  and  see  how  they're  faring  today: 

Cendant,  frequently  a  most-traded  stock,  hit  a  high  of 

$40  in  April  1998  only  to  drop  65%  to  $14  a  share. 

Netscape  recently  traded  at  $31,  down  60% 

from  its  19%  high. 

At  $6,  Planet  Hollywood  has  lost  its  glitter, 

down  79%  from  $28. 

Sunbeam  soared  from  $  1 4  to  $5 1  only  to  give  it 

all  back  and  then  some,  falling  81%  to  $9.25. 

Perhaps  you  could  make  your  own  list!  The  point 
is  that  the  stock  market  always  overreacts  to 
information:  good  news  exaggerates  the  value  of 
a  popular  stock,  and  more  importantly  for  us, 
the  slightest  bad  news  sends  the  prices  of 
stocks  the  market  has  decided  it  doesn't  like, 
to  irrational  and  undeserved  lows. 

Ultimately,  when  the  speculative 

frenzy  dies,  a  hot  stock  will 
always  settle  at  a  realistic  price. 

Likewise,  given  time,  the  solid  earnings  of  a 
good,  but  out-of-favor  company  will  move  its  stock 
price  upward.  History  proves  you  will  make  more 
money,  with  less  risk,  investing  in  the  stocks  of 
temporarily  out-of-favor  companies. 

If  at  the  beginning  of  Netscape's  three  year 
roller  coaster  ride,  you  had  put  an  equal  amount 
of  money  into  the  much-maligned  stock  of 
First  Union  Corp.,  your  money  would  have 
outperformed  Netscape  by  a  handsome  75%. 

If  you  had  put  an  equal  amount  of  money 
into  LSI  Logic  at  the  IPO  and  the  lackluster  stock  of 
General  Dynamics,  by  mid  '98,  the  latter  would  have 
outperformed  LSI  by  78  percentage  points. 

If  at  the  end  of  1991,  when  Wall  Street  was 
wild  about  U.S.  Surgical,  had  you  bought  $10,000 


worth  of  uninteresting  Citicorp  instead, 
your  $  10,000  would  recendy  have  been  worth 
$168,670  while  a  like  amount  in  U.S.  Surgical 
would  have  hit  just  $4,340! 

Had  you  put  $10,000  into  boring,  old 
Fannie  Mae  in  1995,  your  investment  would 
have  grown  to  $27.570.  The  same  amount  in 
Silicon  Graphics,  a  1995  stock  du  jour,  would 
have  shrunk  to  $3,500. 

What  kind  of  growth  might  you  hope 
for  from  a  Contrarian  Portfolio? 

$  10,000  invested  in  Signet  Bank  when 
the  market  hated  it,  became  $374,300 
in  less  than  8  years! 

$10,000  invested  in  an  out-of-favor 
company  named  Compaq  in  1991 
would  have  grown  to  $1 1 1,000! 

If  you  had  bucked  the  crowd  and 
bought  Hewlett  Packard  you  would 
have  been  up  328%  six  years  later. 

Had  you  ignored  Wall  Street  and  bought 
Capital  One  Financial,  you  would  have 
seen  it  go  up  232%  in  12  months. 

IN  EVERY  ISSUE: 

Hard  evidence  to  dissuade  you 

from  following  the  crowd. 

David  Dreman  shines  the  light  of  reason 
on  the  predictions  of  pundits  and  gloomsters 
and  the  wizards  who  claim  to  know  the  future. 

You'll  find  an  abundance  of: 

buy-now,  specific,  actionable, 

updates  and  stock  recommendations 

to  the  30  or  so  stocks  in  the 

ongoing  Model  Portfolio 

together  with  cogent  reasons 

to  buy  them...and  hold  on  to  them. 


ir  a  No-Risk.  HALF-PRICE  Charter  Subscription  CALL:  1-888419-0385  TODAY! 


through,  they  wind  up  with  the 
option-adjusted  spread. 

How  are  Ginnie  Mae  buyers  doing 
these  days  by  this  measure?  Extreme- 
ly well.  Salomon  Smith  Barney  calcu- 
lates the  option-adjusted  spread 
as  0.9  percentage  points,  almost 
double  the  norm. 

Why  is  the  spread  so  fat?  It  seems  to 
be  an  overreaction  to  the  recent 
decline  in  interest  rates  and  rise  in  pre- 
payments. Ginnie  Maes  are  priced 
"with  a  fair  amount  of  prepayment 
fear,"  says  Paul  Kaplan,  manager  of  the 
$10.6  billion  Vanguard  gnma  Fund. 
That  makes  the  Ginnie  Maes  a  bargain. 

Kenneth  Willmann,  who  manages 
the  usaa  gnma  Trust,  cuts  his  pre- 
payment risk  a  bit  by  mixing  com- 
mercial mortgage  pools  into  his  $440 
million  portfolio.  The  advantage  of 
commercial  mortgages  is  that  they 
generally  don't  include  the  unre- 
stricted prepayment  right  accorded 
homeowners.  The  disadvantage  is 
that  they  are  not  as  liquid.  Option- 
adjusted  spreads  on  the  Treasury- 
quality  commercial  mortgage  project 
loans  Willmann  buys  average  1 . 1  per- 
centage points  over  the  ten-year 
Treasury.  For  example,  he  recently 


GNMAs  versus  Treasur 

ys 

\ 

'i eld  spread  (percentage  points) 

1.5 
1.0 

rA                  AAi'L" 

. 

0.5 
0.0 

'89             '91             '93 

'95             '97     '98 

Source.-  Vanguard. 

Option-adjusted,  the  GNMA  spread  over 
ten-year  Treasurys  is  near  decade  highs. 


You  can  avoid  fund  fees  by  buying 
direcdy,  but  it's  a  project  of  its  own. 
The  biggest  hassle  is  the  irregular 
cash  flow.  Every  month  you  get  an 
interest  payment  and  also  an  unpre- 
dictable dollop  of  principal. 

"Last  month,  my  fund's  payments 
were  $200  million,"  says  Vanguard's 
Kaplan.  "I  don't  have  a  problem  rein- 
vesting that  efficiently.  But  if  you 
only  get  a  few  hundred  dollars  a 


Best  Buy  Ginnie  Mae  funds 

Fund 

5-year 

annualized 

return* 

Assets 
9/30/98 
($mil) 

Weighted 

avg  maturity 

(years) 

Annual 
expenses 
per $100 

Minimum 

initial 
investment 

Vanguard  GNMA 

USAA  Invest-GNMA  Trust 

Amer  Century-Benham  GNMA-lnv 

T  Rowe  Price  GNMA  Fund 

AARP  Inc-GNMA  &  US  Treasury 

7.3% 

7.2 

6.7 

6.6 

5.8 

$10,407 

431 

1,369 

1,184 

4,580 

NA 
9.5 
NA 
9.3 
7.5 

$0.31 

0.30 
0.58 
0.70 
0.65 

$3,000 

3,000 

2.500 

2,500 

500 

Through  Oct.  31.  NA:  Not  available. 

Sources:  Forbes,  Upper  Analytical  Services  Inc. 

Morningstar  Inc. 

These  funds  combine  low  fees 
with  good  risk-adjusted  returns. 


bought  $11  million  worth  of  a 
Cupertino,  Calif,  apartment  project 
loan  due  in  2031,  with  a  6.35% 
coupon  and  yielding  6.43%. 

If  you  want  into  this  market,  the 
first  decision  you  have  to  make  is 
whether  to  buy  Ginnie  Maes  directly 
or  buy  a  Ginnie  Mae  fund.  The  secu- 
rities are  issued  in  minimum  amounts 
of  $25,000,  representing  shares  in 
mortgage  pools  of  $6  million  or  so. 
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month,  what  do  you  do?" 

Next  problem  with  direct  owner- 
ship: terrible  liquidity.  If  you  have  to 
sell  before  30  years  is  up,  you  will 
probably  get  a  crummy  bid  from 
your  broker.  That's  because  your 
$25,000  of  principal  may  have  dwin- 
dled to,  say,  $8,000,  and  brokers 
can't  be  bothered  with  small  pur- 
chases. Also,  no  two  mortgage  pools 
arc  alike.  So  a  trader  would  have  to 
take  down  the  pool  number  for  what 
d  research  its  prepayment 
h  ing  able  to  make  a 


good  offer. 

"If  you  bougll 
five  $50,000  bon| 
pools  and  want 
sell  them  quickll 
you'll  get  crushed) 
says  Kaplan.  "Y< 
have  to  hold  thei 
until  the  cov 
come  home." 

Third  problen 
If  you  buy  anythin 
but  a  freshly  minte 
Ginnie  Mae,  yo 
really  have  to  kno"' 
what  you  are  doinji 
Start  by  looking  ^ 
the  coupon  and  the  yield  to  maturit 
quoted  by  the  broker.  Now  look 
the  age  of  the  mortgage  pool.  Get 
erally  speaking,  the  higher  th 
coupon,  the  older  you  want  the  sect 
rity  to  be.  Anything  with  a  coupon  c 
8%  or  higher,  for  example,  should  b 
minted  before  1993.  It  has  ahead 
been  through  the  last  big  prepaymer. 
wringer,  Willmann  notes — in  1993-^ 
so  it  will  be  less  likely  to  suffer  pn 
payment  now.  But  whenever  yo 
buy  an  old  issue  you  take  the  risk  th; 
you  are  buying  from  someone  muc 
more  knowledgeable  about  this  po( 
than  you.  Both  Kaplan  and  Willm 
prefer  new  issues  at  or  near  par. 

If  you  want  to  buy  through  i 
fund,  stick  to  one  with  low  annul 
fees  and  no  sales  load.  A  combins 
tion  of  low  costs  of  ownership  an 
good  risk-adjusted  returns  put  th 
Vanguard  and  the  usaa  funds  on  th 
Forbes  Best  Buy  rankings  of  Ginni 
Mae  funds. 

What  about  Fannie  Maes,  shares  i 
mortgage  pools  issued  by  the  Fedei 
al  National  Mortgage  Association 
Both  Willmann  and  Kaplan  prefe 
Ginnie  Maes  because  of  a  subtle  dil 
ference  in  credit  risk.  While  bot 
securities  yield  within  hundredths  c 
a  percent  point  of  each  other,  Fanni 
Mae  is  not,  technically,  part  of  th 
government,  and  Fannie  Maes  don 
enjoy  a  full  government  guarantee  c 
payment.  "Fannie  Maes  in  the  earl 
1980s  were  100  basis  points  [on 
percentage  point]  over  Ginnie  Mae 
for  good  reason,"  says  Kaplan.  "1 
was  the  height  of  the  s&L  crisis,  an 
people  were  worried  about  the  finan 
cial  health  of  Fannie  Mae  itself."  ■ 
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le  JVC  GR-DVF1 0  Digital  CyberCam. 

nning  digital  quality... without  the  digital  price  tag. 


bu\  an  ordinary  camcorder  when,  tor  around  the  same  price,  you  can  huy  into  the  future 
VC  GR-DVF10  Digital  CyberCam.  It  delivers  the  unprecedented  sharpness  and  clarity 
^resolution  digital  video,  along  with  digital  effects  and  scene  transitions. 

n  a  snapshot  mode  tor  crisp  digital  photographs,  and  multimedia 
bilme^  including  uploading  to  the  Internet  via  your  home  PC. 

Idition,  the  JVC  GR-DVF10  features:  M'n'IV 

-inch  color  LCD  view-finder  •  1 60x  digital  zoom 

M  digital  stereo  audio  •  Digital  image  stabilization 

gh-pertormance,  2-hour  battery  •  Built-in  Auto  Light 

hour  battery  optional) 

your  memories  without  draining  your 
igs  account,  with  the  affordable,  digital, 
GR-DVF10  CyberCam.  www.jvc.com 


JVC 

When  Performance  Mailers. 


spotlight 

Earnings  gains  expected 

Despite  the  recent  grim  news  in  corporate  earnings, 
analysts  have  rosy  outlooks  for  some  companies. 
Here  is  where  the  growth  forecasts  are  most  convincing. 

By  Kurt  Badenhausen  and  Shlomo  Reifman 


News  on  the  earnings  front  has 
not  been  good  lately.  Third-quarter 
earnings  for  the  Standard  &  Poor's 
500  came  in  5.7%  lower  than  last 
year's  comparable  period.  That  was 
the  first  year-over-year  decline  for  a 
quarter  since  1991,  during  the  last 
recession.  For  1998  the  s&r's  earn 
ings  growth  is  expected  to  be  flat, 
according  to  ibes,  a  New  York  City 
firm  that  collates  estimates  on  6,000 
U.S.  companies  reported  by  225  bro- 
kerage firms. 

For  next  year  analysts  are  opti- 
mistic, but  distinctly  less  optimistic 
than  they  used  to  be.  A  month  ago 
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they  were  looking  for  a  19%  gain  in 
s&P  500  composite  earnings.  Now 
they  are  down  to  a  17%  gain,  to  $53. 
That  might  not  sound  like  much  of  a 
change,  but  it  was  the  sharpest  down- 
ward revision  for  the  month  of  Octo- 
ber since  irf.s  began  collecting  earn- 
ings estimates  20  years  ago.  We  could 
be  in  for  a  long  spell  of  severe  slashes 
in  forecasts,  a  phenomenon  last  wit- 
nessed in  1990. 

What  companies  are  best  equipped 
to  weather  this  trend?  We  combed 
through  the  6,000  companies  tracked 
by  LB1  S  to  find  those  that  have  some 
of  the    highest    growth   forecasts. 


These  126  stocks  have  19%  or  bette 
earnings  gains  forecast,  a  marke 
value  of  $1  billion  or  higher  and  ; 
stock  price  not  less  than  $10. 

Among  the  sectors  with  th< 
strongest  trends  in  expected  earning: 
gains  are  health  care  (Cardina 
Health,  a  wholesale  distributor  o 
drugs  and  health  products,  is  sup 
posed  to  be  up  22%  in  earnings  pe 
share);  technology  (earnings  o 
3Com,  a  network  equipment  maker 
should  be  up  49%);  and  financial  ser 
vices  (Providian  Financial,  a  con 
sumer  lender,  is  supposed  to  be  uj 
46%  in  earnings  per  share).  ■ 

Forbes  ■  December  14,  199! 
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ENERGY 

www.  keyspanenergy.  com 
Our  NYSE  listing  is  KSE 

KeySpan  is:  KeySpan  Energy  •  Brooklyn  Union  •  KeySpan  Energy  Management  •  KeySpan  Energy  Solutions  •  KeySpan  Energy  Services 
CeySpan  Energy  Development  •  KeySpan  Energy  Trading  Services  •  KeySpan  Energy  Supply  •  Northeast  Gas  Markets  •  Houston  Exploration  (thx) 


... 


gains 

Statistical  spotlight 


All  of  these  stocks  are  expected  to  have  earnings 
growth  of  at  least  19%  next  year.  Yet  many  of  them 
are  reasonably  cheap.  Federal-Mogul,  Kmart  and 
Saks  go  for  less  than  14  times  next  year's  earnings. 


Company/business 

— Earnings  per  share — 

1  QQQ   actimQ  +  o 

Recent 

Market 

i  yyy  estimate 

1998 

1999 

3-month 

level  of 

P/E 

price 

value 

— estimate — 

revision 

agreement 

($mil) 

Abercrombie  &  Fitch/specialty  retailing 

$1.71 

$2.22 

10.4% 

high 

24 

$53.81 

$2,815 

Affiliated  Computer  Services/computer  services 

1.31* 

1.62 

1.9 

high 

24 

39.63 

1,768 

Mac/insurance 

1.54 

1.86 

3.9 

average 

20 

38.00 

10,211    i 

AirTouch  Communications/wireless  telecom 

1.02 

1.35 

3.8 

average 

40 

54.50 

30,558 

Allied  Waste  Industries/waste  disposal  svcs 

0.91 

1.25 

0.0 

high 

17 

21.06 

3,702 

Altera/integrated  circuits 

1.56 

1.94 

0.0 

average 

27 

51.63 

4,769 

ALZA/drugs 

1.29 

1.57 

0.0 

average 

33 

52.00 

4,449 

American  Eagle  Outfitters/specialty  retailing 

2.07 

2.54 

15.3 

average 

22 

53.00 

1,179 

American  Power  Conversion/computer  peripherals 

1.57 

1.92 

2.7 

average 

24 

45.50 

4,228 

Apollo  Group/educational  services 

0.59* 

0.75 

0.0 

average 

42 

31.44 

2,335 

Apple  Computer/personal  computers 

1.89* 

2.41 

18.7 

low 

15 

35.75 

4,771 

Arterial  Vascular  Engineering/coronary  care  equip 

1.75* 

2.60 

0.4 

low 

12 

30.69 

1,965 

Ascend  Communications/networking  equipment 

1.18 

1.65 

1.9 

average 

32 

53.31 

10,658 

Aspect  Development/software 

0.44 

0.62 

0.0 

average 

56 

35.00 

1,038 

Ball/containers 

2.12 

2.60 

1.6 

low 

17 

42.94 

1,314 

Bed  Bath  &  Beyond/specialty  retailing 

0.66 

0.82 

1.2 

high 

32 

26.44 

3,609 

Bergen  Brunswig/pharmaceutical  distributing 

2.03* 

2.48 

4.6 

average 

24 

60.75 

3,049 

Best  Buy/specialty  retailing 

1.89 

2.33 

23.9 

average 

21 

49.25 

5,026 

BMC  Software/software 

1.46 

1.84 

2.8 

high 

26 

47.19 

10,185 

Broadcom/semiconductors 

0.69 

0.90 

5.9 

average 

NM 

88.75 

3,887 

Capital  One  Financial/credit  cards  &  svcs 

3.95 

5.05 

5.9 

average 

20 

102.31 

6,777 

Cardinal  Health/wholesale  health  care  products 

1.69* 

2.07 

1.0 

very  high 

33 

68.50 

13,333 

CDW  Computer  Centers/specialty  retailing 

3.00 

3.67 

4.9 

very  high 

22 

82.00 

1,725 

Chiron/medical  products 

0.48 

0.69 

0.0 

average 

34 

23.19 

4,112 

Ciber/data  processing  services 

0.75* 

1.01 

0.0 

average 

19 

19.00 

1,019 

Citizens/insurance 

2.17 

2.64 

0.4 

low 

13 

33.00 

1,167 

Citrix  Systems/network  software 

1.67 

2.24 

4.2 

average 

37 

82.88 

3,477 

Compuware/software  testing  programs 

1.66 

2.18 

3.8 

average 

27 

58.50 

10,965 

Comverse  Technology/telecom  equip 

2.21 

2.62 

0.8 

very  high 

19 

50.81 

2,251 

Concord  EFS/computer  services 

0.65 

0.88 

0.0 

high 

32 

28.44 

2,741 

CSG  Systems  International/computer  services 

1.23 

1.78 

0.0 

average 

32 

57.13 

1,486 

Dell  Computer/personal  computers 

1.05 

1.45 

5.8 

average 

43 

63.06 

81,346 

Dollar  Tree  Stores/discount  stores 

1.03 

1.27 

0.8 

high 

32 

40.50 

2,343 

DST  Systems/computer  services 

1.48 

1.79 

0.6 

high 

29 

51.75 

2,431 

JD  Edwards  &  Co/software 

0.67 

0.89 

15.6 

average 

38 

33.75 

3,354 

EMC/computer  storage  products 

1.47 

1.92 

5.5 

high 

37 

70.50 

34,123 

Family  Dollar  Stores/retailing 

0.60* 

0.73 

2.8 

average 

26 

19.31 

3,293 

Federal-Mogul/auto  parts 

2.67 

4.86 

1.0 

high 

12 

58.19 

3,105 

Flowers  Industries/food  processing 

0.95 

1.16 

2.7 

average 

21 

23.81 

2,376 

Gateway  2000/computers 

2.15 

2.78 

0.7 

average 

20 

56.75 

8,928 

General  Instrument/communications  equipment 

0.76 

0.93 

2.2 

average 

27 

25.44 

3,898 

Gulfstream  Aerospace/business  jets 

2.97 

3.75 

9.3 

very  high 

13 

49.19 

3,462 

HBO  &  Co/computer  services 

0.70 

0.91 

2.2 

high 

28 

25.81 

11,287 

Henry  Schein/health  care  products 

1.43 

1.9C 

0.5 

very  high 

20 

37.88 

1,357 

Home  Depot/home  improvement  stores 

1.04 

1.28 

0.8 

high 

38 

49.13 

71,504 

Stock  prices  as  of  Nov.  19.  'Actual.  NM:  Not  meaningful. 

Sources  1 

BES  Inc  via  OneSource  Information  Services;  IBES  Expre 

rs.  Bridge  Informat 

ion  Systems,  Inc. 
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:olor  laser  copiers  and  printers  reproduce  subde  colors  perfecdy  on  any  network  -  even  a  color  as  delicate  as  love.  It's  what 
has  set  us  apart  since  we  introduced  laser  color  eleven  years  ago.  Canon  Laser  Color.  Its  only  competition  is  reality. 

t~  —  Canon 
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Statistical  spotlight 
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1 

Company/business 

— Earnings  per  share — 

1998              1999 

— estimate — 

Recent 
price 

Market 
value 
($mil) 

3-month 
revision 

level  of 
agreement 

P/E 

Host  Marriott/leisure 

IDX  Systems/health  care  information  systems 

Interim  Services/personnel  services 

International  Home  Foods/food  processing 

International  Network  Services/computer  services 

Intuit/software 

$0.45 
1.22 
1.27 
1.15 
0.50* 
0.92* 

1.43 
2.16 
1.42 
0.98 
0.99 
1.14 

$0.68 
1.52 
1.58 
1.38 
0.73 
1.21 

0.0% 

0.7 

0.6 

0.7 

2.8 

1.7 

low 

very  high 

high 

average 

average 

average 

21 
29 
14 
14 
NM 
50 

$14.25 
44.00 
21.56 
18.69 
51.19 
60.00 

$2,854 
1,171 
1,023 
1,448 
1,609 
3,569 

<.-■■ 

\m 

hi 

Jones  Apparel  Group/women's  apparel 
Kaufman  &  Broad  Home/construction 
Keane/computer  consulting  &  svcs 
Keebler  Foods/food  processing 
Kmart/retailing 
Kohls/retailing 

1.78 
2.95 
1.88 
1.25 
1.20 
1.38 

4.1 
8.5 
1.1 
5.0 
3.4 
0.7 

average 
average 

high 
average 
average 
high 

13 
9 

19 
26 
13 
35 

23.88 
26.88 
35.69 
32.44 
15.25 
48.00 

2,324 

1,057 

2,502 

2,672 

7,553    ' 

7,514 

tori 
a- 

IHI 

Hat 
lift 

L-3  Communications  Holdings/communications  sys 

Legato  Systems/software 

Lexmark  International  Group/computer  peripherals 

LHS  Group/telecommunications  services 

Linens  'N  Things/specialty  retailing 

Lucent  Technologies/telecommunications  equip 

1.22 

0.68 
3.29 
0.47 
0.91 
1.73* 

1.55 

1.04 
4.00 
0.62 
1.12 
2.10 

1.3 
5.1 
3.6 
5.1 
3.7 
4.0 

average 

average 

high 

average 

high 

average 

30 
45 
20 
NM 
27 
42 

45.88 
47.00 
78.75 
49.50 
29.88 
88.00 

1,217         K4-- 
1,699        fck 
5,237         n 
2,466         « 
1,179         i,» 
117.363         ta« 

Stock  prices  as  of  Nov.  19.  'Actual.  NM:  Not  meaningful. 

Sources:  IBES  Inc.  via  OneSource  Information  Services;  IBES  Express;  Bridge  Information  Systems,  Inc.  ■ 
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Company/business 

— Earnings 
1998 

per  share — 
1999 

Recent 
price 

Market 
value 

3-month 

level  of 

P/E 

— estimate — 

revision 

agreement 

($mil) 

Mastech/computer  services 

$0.71 

$0.96 

4.3% 

high 

28 

$26.63 

$1,248 

MBNA  Dank,  credit  card  services 

0.96 

1.16 

0.9 

average 

18 

21.06 

15,412 

McKesson/distributes  drugs 

2.31 

3.02 

6.7 

very  high 

26 

77.75 

7,694 

Medtronic/cardiac  pacemakers 

1.44 

1.74 

0.6 

high 

39 

68.06 

32,761 

Metzler  Group/electric  utility  consultants 

0.92 

1.30 

18.2 

average 

31 

40.13 

1..500 

Microchip  Technology/makes  microcontrollers 

1.36 

1.73 

0.0 

average 

20 

35.06 

1,811 

Microsoft/software 

1.79* 

2.37 

9.7 

average 

47 

111.75 

272,689 

Mylan  Labs/drugs 

1.19 

1.44 

1.4 

average 

24 

34.06 

4,039 

MCR/computers 

1.11 

1.92 

0.0 

average 

18 

34.50 

3,491 

Network  Appliance/network  storage  devices 

0.86 

1.28 

7.6 

average 

58 

74.00 

2,500 

Network  Associates/software 

1.53 

2.13 

0.5 

very  high 

22 

45.88 

6,197 

AC  Nielsen/market  research 

0.93 

1.28 

4.9 

high 

21 

26.38 

1,464 

Novell/networking  software 

0.25 

0.45 

7.1 

low 

37 

16.75 

5,744 

Office  Depot/specialty  retailing 

1.23 

1.51 

0.7 

very  high 

21 

32.00 

4,954 

Omnicare/bealth  care  services 

1.08 

1.38 

0.7 

high 

23 

32.06 

2,856 

Oracle  software 

1.21 

1.46 

3.5 

average 

23 

33.75 

32,802 

Papa  John's  International/restaurants 

125 

1.58 

0.6 

high 

25 

39.38 

1,193 

Patterson  Dental/distributes  dental  supplies 

1.48 

1.76 

0.0 

very  high 

25 

44.56 

1,485 

}  Stock  prices  as  of  Nov.  19    'Actual   NM  Not  meaningful 

Sources:  IBES  Inc. 

via  OneSource  Information  Services;  IBES  Express;  Bridge  Information  Systems,  Inc. 
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EET   REX     &   REX   PRO 


The  latest  technology  in  organizers. 
than  1 1/2  ounces.  The  size  of  a  credit  card, 
just  as  portable.  Holds  everything  you  need: 
ndar,  phone  numbers,  addresses,  to-do  lists, 
nemos,  thousands  of  entries.  Works  with 
tualfy  any  PC  or  laptop.  And  REX  PRO  lets 
/ou  enter  data  on  the  go.  Includes  direct 
ironization  software  for  Microsoft  Outlook  & 
dule+,  Lotus  Organizer,  Symantec  ACT!,  and 
•fish  Sidekick.  Prices  starting  as  low  as  $99. 
t  us  online  at:  www.franklin.com/rex 


i  Franklin  Electronic  Publishers.  Inc.  Starfish  and  Sidekick  are  trademarks  of  Starfish  Software,  Inc.  VV  O  ll  O    S     OmOlieST     KJigCiniZOr 

s  o  trademark  of  Symantec  Corp.  Organizer  is  a  trademark  of  Lotus.  Schedule*  and  Outlook  are  trademarks  of  Microsoft  Corp. 
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gains 

Statistical  spotlight 

Estimate  revisions  often  portend  a  trend.  Best  Buy, 
Providian  Financial  and  Yahoo!  have  each  had  their 
1999  earnings  increased  by  more  than  23%  during 
the  past  three  months. 


Company/business 


— Earnings  per  share — 

1998E  1999E 

— estimate — 


1999  estimate- 
s-month level  of 
revision        agreement 


P/E 


Paychex/payroll  services 

Platinum  technology/info  technology  mgmt  software 

Policy  Mgmt  Sys/software 

Providian  Financial/financial  services 

Qualcomm/telecommunications  svcs 


$0.80 
0.96 
1.60 
3.01 
1.70* 


$1.01 
1.38 
1.99 
4.39 
2.61 


1.0% 
0.0 
0.0 
28.7 
3.6 


high 
average 
very  high 
average 
average 


Quinines  Transnational/research  for  drug  cos 
Rational  Software/software 
Renal  Care  Group/kidney  dialysis  centers 
Republic  Services/waste  management  services 
Safeskin/disposable  latex  gloves 


1.04 

1.38 

0.0 

high 

0.57 

0.78 

9.9 

average 

0.83 

1.10 

1.9 

very  high 

1.00 

1.31 

0.8 

high 

1.01 

1.26 

2.4 

high 

1.65 

2.20 

0.0 

very  high 

0.73 

1.04 

0.0 

very  high 

1.20 

1.44 

1.4 

average 

2.10 

2.97 

1.0 

average 

0.98 

1.35 

9.8 

average 

Recent 
price 


$53.13 
17.75 
48.44 
89.25 
55.50 


50.06 
26.56 
28.75 
18.63 

22.44 


Market 
value 

($mil) 


$8,606 
1,523 
1,800 
8,487 
3,883 


3,669 
2,184 
1,153 
3,355 
1,187 


Saks/retailing 

Sapient/software 

Charles  Schwab/discount  brokerage 

SEI  Investments  Company/financial  services 

Shaw  Industries/manufactures  carpets 


29.00 
44.00 
52.94 
93.00 
20.56 


2,633 
1,074 
14,135 
1,636 
2,383 


Siebel  Systems/sales  &  marketing  info  software 
Snyder  Communications/marketing 

Sofamor/Danek  Group/spinal  implant  devices 

Solectron/computers 

Staples/specialty  retailing 


0.51 

0.99 

2.57 

1.65* 

0.77 


0.71 
1.40 
3.26 
2.23 
0.99 


4.4 
1.4 
0.3 
0.9 
0.0 


average 
very  high 
high 
average 
high 


25.94 
33.94 
111.75 
65.75 
35.00 


2,193 
2,127 
2,988 
7,757 
9,979 


Steris/infection  prevention  products 
Sterling  Commerce/data  interchange  software 
Stewart  Enterprises/funeral  services 
Sybron  International/dental  products 
Sylvan  Learning  Systems/educational  services 


1.13 

1.26* 

0.94 

0.90* 

0.86 


1.38 
1.62 
1.14 
1.19 
1.17 


0.7 
0.6 
0.9 
0.0 
2.6 


high 

very  high 
high 
high 
high 


26.94 
37.88 
23.13 
24.81 
29.06 


1,792 
3,539 
2,126 
2,500 
1,472 


Symbol  Technologies/bar  code  data  mgmt  systems 

1.51 

1.79 

2.9 

average 

29 

51.81 

3,078 

Tellabs/data  transport  &  network  access  sys 

1.91 

2.37 

0.4 

high 

23 

54.38 

9,982 

Tenet  Healthcare/health  care  services 

1.83 

2.31 

0.9 

high 

13 

29.75 

9,482 

3Com/networking  equipment 

1.32 

1.97 

3.1 

average 

20 

39.38 

13,829 

Total  Renal  Care  Holdings/kidney  dialysis  centers 

1.30 

1.78 

1.7 

high 

15 

27.50 

2,178 

t 

Total  System  Svcs/credit  card  processing  services 

0.40 

0.50 

35.1 

very  low 

44 

21.94 

4,184 

Transaction  Systems  Architects/payment  software 

1.03* 

1.40 

0.7 

very  high 

27 

37.94 

1,021 

. 

Tyco  International  Limited/fire  protection  systems 

2.02* 

2.70 

2.3 

average 

25 

67.00 

43,169 

US  Foodservice/distributes  food 

1.46* 

1.80 

1.1 

average 

27 

48.25 

2,295 

Unisys/computer  systems  &  svcs 

1.03 

1.31 

0.8 

average 

22 

28.44 

7,233 

United  Rentals/equipment  rental 

0.97 

1.53 

4.8 

high 

17 

26.00 

1,659 

Veritas  Software/storage  mgmt  software 

0.72 

1.04 

9.5 

average 

55 

57.00 

2,635 

Vitesse  Semiconductor/integrated  circuits 

0.55* 

0.82 

0.0 

average 

44 

35.69 

2,490 

Walgreen/drug  stores 

0.89* 

1.19 

0.8 

high 

46 

54.44 

26,521 

Warner-Lambert/drugs  &  cosmetics 

1.47 

1.92 

1.1 

high 

41 

78.13 

63,979 

ta 

Waste  Management/waste  management  services 

1.82 

3.00 

0.3 

high 

15 

46.25 

26,449 

Watson  Pharmaceuticals/drugs 

1.46 

1.77 

0.6 

very  high 

30 

53.06 

4,431 

L 

Wind  River  Systems/software  development  tools 

0.89 

1.14 

0.9 

average 

43 

49.44 

1,244 

m 

Yohooi/lnternet  search  engine  &  portal 

0.43 

0.62 

34.8 

average 

NM 

185.88 

17,811 

Bancorp/banking 

2.27 

2.69 

0.4 

high 

19 

52.19 

4,081 

kin, 

■ 

Stoi.            is  of  Nov.  19.  *Actual.  NM:  Not  meaningful. 

Sources:  IBES  Inc.  via  OneSource  Information  Services:  IBES  Express:  Bridge  Information  Systems.  Inc. 
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disposable  &  Specialty  Products  |  Fire  &  Security  Services  |  Flow  Control  |  Electrical  &  Electronic  Components 

Jl  over  the  world,  lives  and  property  are  guarded  by  ADT  and  the  other  units  of  Tyco  International's  Fire 
Security  Services  division,  making  us  by  far  the  global  leader  in  this  expanding  industry.  Yet  our  mission 
I  far  from  complete.  Wherever  there  are  dangers  to  be  prevented,  whenever  there  are  people  to  be 
rotected,  we  plan  to  be  there,  providing  the  products  and  services  that  make  this  risky  world  a  lot  more 
ecure.  Today,  Tyco  operates  in  80  countries  around  the  globe,  yet  we  feel  we  have  only  begun  to  realize 
ur  potential.  Please  write  for  our  investor  package,  PO  Box  497,  Dept.  F,  Exeter,  NH  03833,  or 
he  International  Financial  Centre,  Dept.  F,  T  Floor,  25  Old  Broad  Street,  London  EC2N  1HN. 


tuca 

Jv    international  ltd. 


www.tycoint.com  tyc 

mm 
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Sosa  phones  home 

_^^_  Here's  one  more 

"^™"  undeserving 
victim  of  the  emerging 
market  selloff:  Tricom 
S.A.  (NYSE:  tdr),  the 
Dominican  Republic's 
second  telecom 
provider.  Tricom  went 
public  in  May  at  $13  a 
share  with  a  market  capi- 
talization of  $322  mil- 
lion. But  then  hurricane 
season  hit  Latin  stocks 
and  Tricom  fell  to  a 
recent  $5.50.  Now  it 
trades  at  just  six  times  ■■■ 

expected  1999  earnings. 

Tricom  deserves  a  better  multiple,  says  Morgan 
Stanley  Dean  Witter  analyst  Luiz  Carvalho.  He  pre- 
dicts Tricom  will  compound  its  operating  income 
(earnings  before  depreciation,  interest  and  taxes)  at 
30%  over  the  next  five  years.  Only  9%  of  the  Domini- 
can population  has  access  to  phones,  so  there's 
plenty  of  room  for  growth. 

In  the  Dominican  Republic  most  people  buy  smart 
cards  and  insert  them  into  cellular  phones  to  make 
calls.  Tricom  has  used  aggressive  marketing  of  pre- 
paid phone  cards  to  grab  45%  of  the  nearly  200,000 


Home  run  king  Sammy  Sosa 

Just  the  man  for  Tricom's  slump. 


cellular  subscribers  in  the  Dominican  Republic; 
this,  despite  the  deep  pockets  of  its  long- 
entrenched  competitor,  Codetel,  which  is 
owned  by  GTE. 

Far  more  than  the  rest  of  Latin  America,  the 
Dominican  .Republic  is  aligned  economically 
with  the  U.S.  While  other  Latin  currencies  tui 
bled  after  the  August  stock  market  rout,  the 
Dominican  peso  remained  remarkably  steady. 
Next  year  the  Dominican  economy  is  expected 
to  grow  at  7%. 

Through  its  subsidiary  in  the  U.S.,  Tricom 
has  a  30%  share  of  the  long  distance  calls  made 
from  the  U.S.  to  its  home  base.  And  the  1  mil- 
lion Dominicans  living  in  the  U.S.  call  home  a 
lot:  The  Dominican  Republic,  with  a  population 
of  a  mere  8  million,  is  the  eighth-largest  over- 
seas calling  destination  for  the  U.S.  Some  40% 
of  Tricom's  $120  million  in  revenues  are  from  the 
U.S.  in  dollars. 

There's  no  shortage  of  big  hitters  among  Tricom's 
backers.  Motorola  owns  31%  of  the  company  and  is 
providing  technology  for  wireless  local  service 
Tricom  will  introduce  next  year.  In  September 
Tricom  signed  up  Chicago  Cubs  home  run  hitter 
Sammy  Sosa,  a  Dominican  native,  as  its  pitchman. 

Morgan  Stanley's  Carvalho  has  a  12-month  price 
target  for  Tricom  of  $9. 

-Kerry  A.  Dolan 
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Engine  problems 

^^m     NASCAR  MAY  BE  HOT  (see 

^^  story,  p.  188),  but  the  flags 
going  up  at  Action  Performance 
Cos.  (Nasdaq:  actn),  the  company 
that  makes  souvenirs  and  die-cast 
collectibles  of  Nascar  cars,  may 
soon  go  from  checkered  to  red. 
The  company  affectionately  refers 
to  itself  as  the  "Franklin  Mint  of 
auto  racing."  Its  1998  sales 
increased  93%,  to  $252  million, 
earnings  increased  88%,  to  $25  mil- 
lion, and  its  stock  moved  up  to  a 
recent  $31,  or  21  times  trailing 
earnings. 

Action  Performance  gets  licenses 
for  Nascar  drivers  and  sponsors  to 
sell  these  toys  through  four  main 
channels:  specialty  stores,  mass 
retailers,  trackside  trailers  at  racing 
events  and  directly  to  consumers 
through  its  Racing  Collectibles 
Club  of  America  subsidiary. 


Action  Performance  car  replica 
Slowdown  around  the  next  bend? 


What  could  slow  this  torrid 
growth  engine?  Sales  to  club  mem- 
bers make  up  17%  of  Action's  rev- 
enues. Membership  growth, 
though,  has  slowed  from  82%  in 
1995  to  22%  in  1998.  Moreover, 
collectors  can  join  multiple  times  to 
take  advantage  of  new-member 
perks,  and  since  there's  no  reason 
to  cancel  the  free  lifetime  member- 
ship, one  must  take  the  company's 
claim  of  140,000  active  members 
with  a  grain  of  salt. 

In  1996  Action  disaffected  its 
retail  outlets  by  granting  Hasbro 
the  rights  to  produce  a  lower-price 
product  for  the  mass  retail  channel. 
Sales  to  that  channel  are  now  8%  of 
revenues,  but  critics  say  the  compa- 
ny has  been 
unloading 


lower-price  product  and  diluting 
the  value  of  its  die-cast  collectibles. 

Mattel,  meanwhile,  has  entered 
the  market  with  a  series  of  Nascar 
replicas  for  the  mass  retail  channel; 
it  is  thought  to  be  planning  a  col- 
lectibles series  as  well. 

Action  reported  September-quar 
ter  sales  and  earnings  each  up  67%. 
But  both  receivables  and  inventory 
are  up  50%  in  the  last  quarter. 
Action  trades  at  two  times  sales 
while  Nike,  the  best  sports  mar- 
keter in  the  world,  sells  at  1.2  time; 
sales.  If  you  can  get  your  hands  on 
some  shares,  sell  them,  and  if  the 
stock  sinks  to  $14,  cover  your  shor 
position. 

-Leigh  Gallagher 
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Does  Barry 
Sternlicht  walk 
on  water? 

,^«    Shares  of  Starwood 
^^  Financial  Trust  have 

doubled  to  $76  since  June. 

is  quite  a  magical  performance 
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iven  that  this  real  estate  invest- 
ment trust  holds  commercial  mort- 
ages  and  that  other  mortgage 
LEUs  are  getting  killed.  Shares  of 
.aser  Mortgage  Management, 
Criimi  Mae  and  Chastain  Capital 
]orp.  have  dropped  by  at  least  65% 
-om  their  highs  earlier  this  year, 
iven  Capital  Trust,  a  non-RElT 
;nder  that  has  a  business  very  simi- 
ir  to  Starwood  Financial's  and  is 
haired  by  savvy  investor  Sam  Zell, 
,  down  40%. 
The  New  York- based  Starwood 
inancial  (amex:  apt)  was  created 
y  Barry  Sternlicht,  chairman  of 
tarwood  Hotel  &  Resorts  World- 
ide.  Sternlicht  created  Starwood 
inancial  to  buy  mortgages  and 
ubordinated  debt  on  commercial 
uildings  and  apartments.  It  cur- 
:ntly  holds  mortgages  with  a  book 
alue  of  $1.8  billion,  including  a 
bunk  of  the  mortgage  Donald 
Yump  and  his  partners  used  to 
uy  the  5 1  -story  General  Motors 
uilding  in  Manhattan. 
Bulls  say  Starwood  Financial  is 
ifer  than  some  other  commercial 
1    lortgage  REITs  because  it  generally 
oesn't  buy  bonds.  But  the  ques- 
ion  is — safe  at  what  price?  Capital 
'rust  sells  for  book  value,  while 
tarwood's  $4  billion  market  capi- 
alization  gives  it  a  price  nearly  five 
imes  book. 

What  is  propping  up  Starwood? 

nsiders  and  a  few  closely  affiliated 

istitutional  partners  have  96%  of 

:s  54  million  outstanding  shares 

3cked  up.  So  when  Starwood  was 

ecently  added  to  the  Russell  1000, 

C  caused  index  funds  to  bid  up  the 

hinly  traded  shares. 

Starwood  told  investors  in  a 
ecent  conference  call  that  the  firm 
/on't  let  its  debt-to-book-value 
xceed  2.5  times.  The  ratio  is 
pproaching  2  now.  Unless  Star- 
/ood  stops  lending,  a  move  that 
/ould  spoil  its  chance  to  capitalize 
•n  the  credit  crunch  landlords  are 
acing  at  the  moment,  it  will  be 
orced  to  raise  new  equity  early 
text  year.  And  when  it  does  offer  a 
ot  of  new  shares,  the  old  ones  will 
•ecome  less  valuable. 

We  look  for  the  stock  to  fall 
o$40. 

-Stephane  Fitch  m 
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The  overall  market 


'ith 


iCW 


the  market  again  flirting  with 

peaks,  David  Henwood,  head  of 

esearch  at  Raymond  James  Finan- 

ial,  is  hunting  for  good  buys.  One 

ch  is  abr  Information  Services 

RX,  S16),  a  provider  of  employee 

enefit  and  information   services. 

enwood  expects  abr  will  profit 

om  cost-cutting  efforts  by  U.S. 

orporations.  For  1999  Henwood 

xpects  abr  to  post  a  30%  earnings 

crease,  to  71  cents  a  share. 

Another  favorite  of  Henwood's  is 

arnival  Corp.  (CCL,  S32  ),  the  parent 

f  Carnival  Cruise  Lines.  Henwood 

oints  out  that  Carnival  sells  for  17 

mes  his  earnings  estimate  of  SI. 90 

share  for  next  year;  he  expects  the 

:k  to  hit  S42  within  the  next  12 

onths.  Carnival  will  continue  to 

at  least  19%  earnings  growth 

r  the  next  several  vcars. 
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Special  focus 


The  fourth  quarter  is  usually  the  busiest 
for  retailers,  and  Peter  Caruso  at  Merrill 
Lynch  thinks  the  sector  will  get  an  extra 
boost  this  year  from  low  inflation  and 
low  interest  rates.  The  eight  firms  below 
arc  expected  to  post  year-to-year  earnings 
gains  of  29%,  on  average,  in  the  final 
quarter  of  1998  and  20%  for  1999. 


Good  things  in  store 


Company 

Recent 
price 

1999  est 
P/E 

Haverty  Furniture 

$18.94 

12 

Heilig  Meyers 

6.75 

7 

Maxim  Group 

16.38 

12 

OfficeMax 

10.38 

11 

Pier  1  Imports 
Rex  Stores 
Tandy 

10.81 
11.25 
46.19 

41.94 

12 
9 
17 

Tiffany 

15 

Sources.  I8ES  Inc.  via  OneSource  Information 
Services;  I8ES  Express. 


6500 
5500 


The  Barra  All-US  price  index  as  of  1 1/19/98 

Market  value:  $12.2  trillion 

P/E:  25.0 

P/E  minus  negative  EPS:  23.0 

Price/book:  3.8 

Yield:  1.3% 


12-month  closeup 


Index  or  investment 

%  change  from 
1  year  ago     5-year  high 

Barra  All-US  Index 

1.4% 

H 

12.4% 

30.9 

9.2 

-5.7% 
0.7 
-7.0 

S&P/Barra  Growth  index 

2.9 

ZD 

S&P/Barra  Value  Index 

0.3 

] 

Dow  Jones  Industrials 

1.6 

u 

15.7 
20.2 
13.2 
18.0 

-3.0 
-2.9 
-5.7 
-4.7 

SIP  500 

1.7 

1 

NYSE 

0.8 

1 

Nasdaq 

4.5 

1 

PSE  Tech  100 

5.9 

1 

26.8 

12.4 

0.0 
-8.3 

eafe' 

0.3 

] 

CR6  futures  index 

-2.7 

■i 

-15.4 

-23.5 
-28.7 

Gold  (Comexspot) 
Yen   (per  SUS) 

0.6 

1.4 

1 
1 

-2.5 

-5.0 

-18.8 
-54.3 

Oil  (W  Texas  Intermediate) 

-13.1  |^ 

-36.7 

The  best  and  worst  performing  stocks 


Best 

Recent 
price 

2-week 
change 

1998 
EPS' 

Worst 

Recent 
price 

2-week 
change 

1998 
EPS' 

Exide 

$19.31 

113% 

$0.40B 

Rutherford-Moran  Oil 

$2.00 

-65% 

$-1.12 

1.95 

-2.58 

-0.17 

1.01' 

Onsale 

26.38 

71 

-0.75 

Leasing  Solutions 

4.94 

-50 

SoftNet 

15.63 

64 

NA 

Vesta  Insurance  Group 
DiMon 

5.44 
8.25 
4.31 

-40 
-35 
-35 

Enzon 

10.38 

63 

-0.1 39 

National  Media 

8.25 

55 

-1.10 

QAD 

The  best  and  worst  performing  industry  factors'0 

Best 

2-week 
change 

Change 

since 

12731/97 

Worst 

2-week 
change 

Change 

since 

12/31/97 

Electronics 

Trucking 

Supermarkets 

10.0% 

7.4 
5.4 

26.5% 
-17.2 
36.3 

Oilfield  services 

-20.2% 

-52.9% 

Iron  &  steel 

-7.6 

8.4 

Precious  metals 
International  oil 
Misc  mining  metals 

-6.8 

27.5 

Health  care 
Retail 

5.1 
4.7 

17.9 
44.2 

-5.1 

5.3 

-4.8 

10.7 

)ata  for  period  ending  11/19/98.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs 
ind  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  large- 
apitahzation  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  JA  price-weighted  index  of  100  widely  followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  'A  dollar- 
tenominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21  commodity  futures.  'Source:  Bridge-Commodity  Research  Bureau.  'Consensus  estimate. 

1  Flash  estimate  is  the  average  of  a  firm's  new  and  revised  estimates  received  over  the  last  four  weeks.  Flash  estimate  is  printed  when  it  differs  from  ihe  consensus  by  at  least  15%.  91999  estimate.  '"Shows  return  after  controlling  for 
Bier  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  sources:  Barra,  Inc.;  IBES  Express. 
:ori 
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World  Markets 


Foreign  vs.  U.S.  markets 

$200 

Value  of  $100  invested  10/31/95 


150 


As  Of  11/1 7/98 

S&P  500 

EAFE 

P/E 

29.2 

26.2 

Yield 
Price/book 

1.4% 
6.1 

2.0% 
2.5 

Developed  markets 

nge'— 

—Price  cha 

Market 

3  months    12  months 

P/E 

Hong  Kong 
Singapore 
Japan 

48% 

-5% 

17 
16     1 

32 

-29 

17 

-7 

NM 

Australia 

13 

2 

20 

New  Zealand 

6 

-31 

51 

Italy 

-4 

42 

22 

Germany 

-8 

27 

26 

Sweden 

-8 

5 

21 

Austria 

-13 

1 

17 

Norway 

-13 

-33 

Emerging  markets 

—Price  change*— 
3  months  12  months  P/E 

Morgan  Stanley  Capital  International  indexes 

Emerging  (EM)3         48%     -26%       21 

Emerging  (EMF)4       37        -27  20 

Best  and  Worst  Markets 


Thailand 

69 

-26 

NM 

China 

53 

44 

12 

Philippines 

49 

-12 

15 

Colombia 

-23 

-51 

7 

Turkey 

-32 

-49 

6 

Russia 

-41 

-80 

20 

Michael  Levy,  co-lead  manager  of  the  BT  Investment 
International  Equity  Fund  ($1.4  billion,  assets),  thinks 
Europe  offers  the  best  investment  opportunities.  One  of 
Levy's  favorite  sectors,  urban  services — such  as  waste  man- 
agement and  water  treatment  and  distribution — is  benefit- 
ing from  privatization  of  government  enterprises.  "This  is 
an  industry  with  very  good  returns  on  capital  and  high  bar- 
riers against  new  competition."  His  picks  include  Suez 
Lyonnaise,  which  Levy  thinks  is  40%  undervalued  at  cur- 
rent prices,   and   Spain's   FCC.   Levy   also   likes   Societe 


Generate  d'Entreprises  (sge),  a  company  that's  part  o 
France's  Vivendi  Group.  At  three  times  cash  flow 
thinks  sge  is  one  of  the  cheapest  stocks  in  its  sector. 

Levy  also  thinks  that  telecoms  and  European  banks  witii  I 
a  domestic  focus  are  good  bets.  He  likes  Telecom  Italia  ancl 
Portugal's  Telecel.  In  banking  Levy  owns  UniCredito  ItalJJ 
iano  in  Italy,  Bayerische  Hypo  und  Vereinsbank  in  German;! 
and  ing  Groep  in  the  Netherlands.  One  group  Levy  think  i 
should  be  avoided:  global  European  cyclicals,  because  h* 
feels  many  of  these  exporters  are  increasingly  vulnerable  td 
weakened  foreign  economies. 


Who's  hot 

Company/country 

Business 

Price 

3-month 
price 
change 

1999 
est 

P/E 

WheelockMo/HK/China 

real  estate 

$0.87 

96% 

8 

Wharf  Hldgs/HK/China 

multicompany 

1.52 

80 

12 

Cerebos  Pacific/Singapore 

food 

1.48 

72 

31    1 

Placer  Dome/Canada 

gold 

15.91 

57 

66 

United  Overseas  Bank/Singapore 

bank 

3.12 

30 

11  J 

Stocks  with  low  P/Es  in  emerging  mark 


Company/country 

Business 

Price 

$8.25 

Price/ 
book 

1999 

est 
P/E 

Tamsa/Mexico 

steel 

0.8 

* 

Sasol/South  Africa 

energy 

5.09 

1.3 

5 

OTP  Bank/Hungary 

bank 

39.74 

4.7 

7 

WBK/Poland 

bank 

6.33 

2.7 

8 

Banco  de  Galicia/Argentina 

bank 

4.82 

1  9 

11     | 

Who's  not 


Company/country 

Baan/Netherlands 
SGS/Switzerland 
BICC  Group/UK 
Philipp  Holzman/Germany 
Nissho  Iwai/Japan 


Business  Price 

software  $13.51 

industrial  svcs  716.57 

construction  0.39 

construction  121.62 

trading  0.88 


3-month  1999  | 
price     est 
change    P/E 

-61%  NM 

-43      41 

-42        8 

-42       17 

-33 


High-yielding  stocks  in  developed  markets 


Company/country 

Usinor/France 

FKI/UK 

Finnair/Finland 

Kerry  Properties/HK/China 

Premier  Farnell/UK 


Business 

steel 

multicompany 
real  estate 
airline 
electronics 


Price 

$11.08 

77.06 

6.40 

0.81 

111.40 


Yield 

8.0% 

7.3 

7.1 

7.1 

6.0 


Note:  Data  for  period  ending  11/17/98.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  'Shows  price  change  of  the  Morgi 
Stanley  Capital  International  EAFE  index  of  foreign  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  3lndex 
stocks  available  to  foreign  and  domestic  invesi  rs.  4lndex  of  stocks  available  to  foreign  investors.  NA:  Not  available.  NM:  Not  meaningful.  Sources:  Morgan  Stanley  Capit  ] 
International  via  OneSource  Information  Services.  Bloomberg  Financial  Markets;  Forbes. 
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World  Markets 


Foreign  vs.  U.S.  markets 
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Value  of  $100  invested  10/31/95 
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Emerging  markets 

—Price  change— 
3  months  12  months  P/E 

Morgan  Stanley  Capital  International  indexes 

Emerging  (EM)3         48%     -26%       21 

Emerging  (EMF)4       37        -27  20 

Best  and  Worst  Markets 


Thailand 

China 

Philippines 

Colombia 

Turkey 

Russia 


69 

53 

49 

-23 

-32 

-41 


-26 

-44 
-12 
-51 
-49 
-80 


NM 

12 

15 

7 

6 
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BY  JOHN  H.  CHRISTY 


Michael  Levy,  co-lead  manager  of  the  BT  Investment 
International  Equity  Fund  ($1.4  billion,  assets),  thinks 
Europe  offers  the  best  investment  opportunities.  One  of 
Levy's  favorite  sectors,  urban  services — such  as  waste  man- 
agement and  water  treatment  and  distribution — is  benefit- 
ing from  privatization  of  government  enterprises.  "This  is 
an  industry  with  very  good  returns  on  capital  and  high  bar- 
riers against  new  competition."  His  picks  include  Suez 
Lyonnaise,  which  Levy  thinks  is  40%  undervalued  at  cur- 
rent prices,   and   Spain's   FCC.   Levy   also   likes   Societe 


Generate  d'Entreprises  (sge),  a  company  that's  part  of! 
France's  Vivendi  Group.  At  three  times  cash  flow  Levy/ 
thinks  sge  is  one  of  the  cheapest  stocks  in  its  sector. 

Levy  also  thinks  that  telecoms  and  European  banks  with] 
a  domestic  focus  are  good  bets.  He  likes  Telecom  Italia  and] 
Portugal's  Telecel.  In  banking  Levy  owns  UniCredito  Ital-1 
iano  in  Italy,  Bayerische  Hypo  und  Vereinsbank  in  Germany,! 
and  ing  Groep  in  the  Netherlands.  One  group  Levy  thinks | 
should  be  avoided:  global  European  cyclicals,  because  hej 
feels  many  of  these  exporters  are  increasingly  vulnerable  toi 
weakened  foreign  economies. 


Who's  hot 


Company/country 

Business 

Price 

3-month 
price 
change 

1999 

est 
P/E 

Wheelock&Co/HK/China 

real  estate 

$0.87 

96% 

8 

Wharf  Hldgs/HK/China 

multicompany 

1.52 

80 

12    1 

Cerebos  Pacific/Singapore 

food 

1.48 

72 

31 

Placer  Doire/Canada 

gold 

15.91 

57 

66 

United  Overseas  Bank/Singapore 

bank 

3.12 

30 

11     1 

Stocks  with  low  P/Es  in  emerging  markets 


Company/country 

Business 

Price 

Price/ 
book 

1999 

est 

P/E 

Tamsa/Mexico 

steel 

$8.25 

0.8 

4 

Sasol/South  Africa 

energy 

5.09 

1.3 

5     I 

OTP  Bank/Hungary 

bank 

39.74 

4.7 

7 

WBK/Poland 

bank 

6.33 

2.7 

8     1 

Banco  deGalicia/Argentina 

bank 

4.82 

1.9 

»  1 

Company/country 

Baan/Netherlands 
SGS/Switzerland 
BICC  Group/UK 
Philipp  Holzman/Germany 
Nissho  Iwai/Japan 


Business  Price 

software  $13.51 

industrial  svcs  716.57 

construction  0.39 

construction  121.62 

trading  0.88 


3-month  1999 
price  est 
change    P/E 

-61%  NM 

-43      41 

-42        8 

-42       17 

-33        9 


High-yielding  stocks  in  developed  markets 


Company/country 

Usinor/France 

FKI/UK 

Finnair/Finland 

Kerry  Properties/HK/China 

Premier  Farnell/UK 


Business 

steel 

multicompany 
real  estate 
airline 
electronics 


Price 

$11.08 

77.06 

6.40 

0.81 

111.40 


1999 

est 

Yield     P/E 

8.0%  6 
7.3  7 
7.1  6 
7.1  5 
6.0      10 


Note:  Data  for  period  ending  11/17/98.   Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  'Shows  price  change  of  the  Morga  | 
Stanley  Capital  International  EAFE  index  of  foreign  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  3lndex  i 
stocks  available  to  foreign  and  domestic  investors.  4lndex  of  stocks  available  to  foreign  investors.  NA:  Not  available.  NM:  Not  meaningful.   Sources:  Morgan  Stanley  Capit. 
International  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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contrarian 

I  By  David  Dreman 


Nobel  laureates  with  black  boxes 


This  year  was 
not  the  first 
time  that  these 
gentlemen  and 
their  theories 
have  cost  us 
all  dearly. 


The  Long-Term  Capital  Management 
debacle  came  within  a  hair's  breadth  of  cre- 
ating a  financial  panic.  Can  it  happen  again? 
Yes,  and  next  time  we  may  not  be  so  lucky. 
Two  Nobel  Prize  winners  were  sharehold- 
ers in  Long-Term  Capital.  Myron  Scholes 
was  one  of  the  originators  of  the  Black 
Scholes  option  pricing  model.  Robert 
Mcrton  developed  the  theory  further. 
Both  model  and  theory  are  rooted  in  the 
Efficient  Market  Hypothesis,  which  I  have 
so  frequently  criticized.  This  theory  holds 
that  markets  always  react  rationally  to 
developments.  This  year  was  not  the  first 
time  that  these  gentlemen  and  their  theo- 
ries have  cost  us  all  dearly:  Variations  of 
their  formula  were  the  prime  cause  of  the 
Oct.  19,  1987  crash  and  the  near-melt- 
down  of  the  domestic  financial  system  the 
following  day. 

In  1987  a  variation  of  the  Black  Scholes 
model  caused  two  trading  strategies — port- 
folio insurance  and  index  arbitrage — to 
combine  into  a  doomsday  machine  that 
cascaded  tens  of  billions  of  dollars'  worth 
of  stock  onto  a  collapsing  market.  The 
more  it  fell,  the  more  the  model  ordered 
the  computers  to  sell.  It  was  only  after  the 
plug  was  pulled  on  these  interactive  com- 
puter-driven strategies  that  the  decline  was 
finally  halted. 

The  Brady  Commission  investigating  the 
1987  crash  put  part  of  the  blame,  but  only 
part  of  it,  on  the  trading  strategies  derived 
from  the  preachings  of  Merton  and  Scholes. 
By  coincidence,  perhaps,  another  Long- 
Term  Capital  partner,  David  Mullins,  later  a 
Federal  Reserve  vice  chairman,  was  associate 
director  of  the  Brady  Commission  and, 
along  with  the  executive  director,  Robert 
Glauber,  played  a  key  role  in  selecting  the 
senior  investigative  staff. 

Note  this:  Nearly  the  entire  Brady  staff 
either  believed  in  the  unrestricted  use  of 
financial  derivatives  or  made  megabucks 
using  them.  Nobody  who  was  vocal  about 
the  potential  dangers  was  appointed  to  the 
staff.  Had  there  been  a  genuine  diversity  of 
opinion  represented  on  the  panel,  I  do  not 
think  that  this  variation  of  the  model  would 
have  gotten  off  so  lightly. 

And  thus  variations  of  the  Black  Scholes 


model  continue  to  play  the  crucial  role  in 
pricing  hedging  and  arbitrage  strategies.  It 
assumes  that  any  panic,  any  unreasonable 
movement  in  the  market,  will  be  stopped  by 
rational  buyers  or  sellers  moving  in  and 
stopping  it.  This  idea,  which  runs  counter 
to  real  world  experience,  seems  to  have 
mesmerized  Wall  Street  at  its  highest  levels. 
It's  almost  as  though  The  Street  were  mes- 
merized into  thinking  that  these  academi- 
cians and  the  traders  who  followed  them 
possessed  magic  black  boxes. 

But  investors  are  not  as  emotionless  as 
the  computers  they  program.  If  enormous 
selling  pressures  develop,  or  fear  sweeps  a 
marketplace,  buyers  simply  evaporate.  They 
do  not  act  rationally;  they  do  not  even  stop 
to  think.  Thus  the  41.5%  drop  in  the  s&P 
500  futures  in  the  1987  crash,  or  the  near- 
collapse  of  credit  markets  in  1998.  In  a 
thoroughly  rational  world,  the  market  could 
not  have  been  worth  2500  on  the  Dow  one 
day  in  1987  and  only  1800  a  few  days  later. 
Nor  would  the  "flight  to  quality"  have  gone 
as  far  as  it  did  in  October  of  this  year. 

It  is  sad  that  one  of  the  staunchest 
defenders  of  this  gobbledygook  science  is 
the  Financial  Analysts  Journal,  whose  first 
editor  was  Benjamin  Graham.  Its  editorial 
board  has  for  years  been  a  club  made  up  pri- 
marily of  efficient  market  believers.  Thus, 
almost  immediately  after  the  1987  crash, 
the  Journal  published  an  article  by  Mark 
Rubinstein,  an  inventor  of  portfolio  insur- 
ance and  one  of  its  leading  practitioners. 
Guess  what?  His  article  defended  portfolio 
insurance  and  blamed  everything  else  but  it 
for  the  crash. 

The  Financial  Analysts  Journal  is  not 
alone  in  being  a  captive  of  the  efficient 
market  crowd.  The  academic  journals  have 
become  a  tight  elite  that  allow  only  the 
approved  academic  theorists  of  the  day  or 
other  believers  to  publish.  They  don't  burn 
the  work  of  dissenters.  They  don't  have  to. 
They  just  don't  publish  it. 

The  prevalence  of  the  Efficient  Market 
Hypothesis  does  not  initiate  panics,  but  it 
permits  and  encourages  practices  that  make 
them  worse.  As  long  as  this  discredited 
theory  holds  Wall  Street  in  thrall,  we  will 
have  other  1987s,  other  1998s.  H 


|  David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian  investment  Strategies:  The  Next  Generation. 
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trends 


By  Robert  S.  Salomon  Jr. 


Confidence  tiptoes  back 


To  be  a  bull 
on  the  market 
you  must,  of 
necessity,  be 
a  bull  on 
financial 
services. 


What's  ahead  for  the  stock  market  in 
1999?  There  are  many  positives.  The  econo- 
my is  performing  well,  despite  the  turmoil 
in  Japan  and  the  developing  world.  Inflation 
and  interest  rates  remain  subdued  and  are 
likely  to  stay  that  way  for  some  time.  The 
icing  on  the  cake  is  a  federal  government 
surplus. 

Two  potential  negatives  are 
valuations  and  earnings.  The 
two  are  obviously  linked;  if 
earnings  don't  come  through, 
the  market  is  definitely  over- 
priced. The  stock  market  cor- 
rection we've  already  had  was 
discounting  the  third-quarter 
earnings  problems  caused  by 
widening  credit  spreads  and 
currency  gyrations. 

Neither  problem  worries  me 
greatly.  The  big  hits  to  earnings 
have  already  been  taken  and  the      mmmmm 
outlook  is  better  for  it.  I  expect 
profits  to  advance  next  year  by  as  much  as 
8%,  well  above  consensus  estimates. 

In  my  view,  there  is  only  one  significant 
negative  in  the  outlook,  and  it  is  liquidity, 
or  more  precisely,  illiquidity.  The  easiest  way 
to  cause  a  recession — or  worse  yet — a  defla- 
tionary spiral  is  to  turn  the  credit  spigot  off. 
In  early  October  this  posed  a  clear  threat 
and  caused  the  Fed  to  act  with  a  surprising 
discount  rate  cut.  The  Fed  is  doing  its  part. 

Cutting  rates  helps,  but  it's  not  enough. 
Restoring  confidence  of  both  lenders  and 
investors  is  critical.  For  instance,  in  Japan 
money  is,  in  essence,  being  given  away,  with 
short-term  rates  near  zero.  Even  at  that       • 
ridiculously  low  level  there  are  few  takers,  as 
the  economy  sputters  in  recession. 

In  the  early  Nineties,  both  Drexel  and 
Salomon  Brothers  got  in  trouble.  In 
Drexel's  case  it  was  the  junk  bond  debacle 
at  the  end  of  the  leveraged-buyout  boom. 
All  sources  of  financing  dried  up  and  the 
once-powerful  firm  disappeared.  Salomon 
nearly  lost  it  in  the  Treasury  bond  scandal, 
but  timely  action  by  Warren  Buffett 
restored  the  situation. 

This  year  confidence  was  severely  dam- 
aged by  the  Long-Term  Capital  failure.  The 
early  signs  that  confidence  is  returning  are 


encouraging;  credit  spreads  have  narrowed  a 
bit.  The  stock  market  has  rallied  and  some 
of  the  really  scared  money  has  left  the  Trea- 
sury market,  causing  yields  to  rise  off  their 
best  levels. 

These  trends  need  to  continue,  but  inter- 
est-rate spreads  between  high-quality  and 
lower-quality  bonds  remain  abnormally  high. 
I  would  like  to  see  the  reopening 
of  the  IPO  market  for  smaller  com- 
panies. We're  on  the  mend  and 
can  have  confidence  that  the  Fed 
is  vigilant  by  monitoring  the  situa- 
tion carefully.  If  further  action 
is  required,  we  can  count  on  the 
Fed  to  act. 

Thus,  to  be  a  bull  on  the 
market  you  must,  of  necessity,  be 
a  bull  on  financial  services — the 
providers  of  liquidity.  I  am  a  bull 
on  both.  Financial  institutions 
mmmmmm      have  been  in  the  eye  of  the  storm. 

Their  stocks  got  clobbered, 
declining  on  average  60%  from  their  peaks 
this  year  to  their  October  lows.  They  have 
rallied  back  about  one-third  of  the  way. 
The  two  that  I  like  best  are  Citigroup 
(45,  cci),  despite  the  recent  management 
turmoil,  and  Morgan  Stanley  Dean  Witter 
(70,  mwd).  Both  companies  are  the  prod- 
ucts of  significant  mergers.  Earnings  are 
depressed  this  year,  but  should  snap  back  to 
record  levels  in  1999.  cci  should  earn 
S3. 50  next  year  and  mwd  is  estimated  to 
earn  $5,  putting  their  p/e  ratios  at  12.9  and 
14  times,  respectively.  The  stocks  are  cheap 
and  my  one-year  price  targets  are  65  for  CCI 
and  100  for  mwd. 

Thrifts  are  another  group  that  will  bene- 
fit from  improved  liquidity,  narrowing  cred- 
it spreads  and  a  positively  sloped  yield 
curve.  The  one  I  continue  to  like  best  is 
Washington  Mutual  (39,  wamu),  which  is 
the  largest  savings  and  loan  in  the  country, 
having  recently  completed  the  merger  with 
H.F.  Ahmanson.  This  stock  is  also  very 
cheap,  selling  at  a  p/e  multiple  of  11.3 
times  1999  consensus  earnings  of  $3.45. 
The  stock  can  easily  reach  the  mid- 50s  over 
the  next  year,  if  the  environment  for  finan- 
cial services  companies  improves  the  way  I 
think  it  will.  ■■ 


Robert  S.  Salomon  Jr.  is  principal  and  cofounder  of  Stamford,  Conn. -based  STI  Management.  Research  analyst:  Deborah  H.  Tarasow.  E-mail:  stil06@aol.com. 
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By  Andrew  J.  Krieger 


A  yen  for  dollars 


In  the  July  27  issue  I  advised  readers  to 
take  profits  on  long  dollar/yen  positions 
because  of  the  growing  risk  of  a  sharp, 
downward  correction  that  would  temporari 
ly  halt  the  dollar's  rise. 

It  happened.  At  the  time  I  wrote,  the 
dollar  was  trading  at  ¥146.50,  but  the  ensu 
ing  collapse  went  beyond  what  I  had  origi- 
nally anticipated.  In  only  two  months  the 
dollar  dropped  all  the  way  to  ¥111.75,  cre- 
ating massive  losses  as  investors  trampled 
each  other  in  a  mad  rush  to  unwind  short 
yen  exposures.  Three  years  of  accumulated 
bets  on  the  yen  were  unwound  in  this  short 
chaotic  period. 

The  turmoil  in  the  currency 
markets  was  initially  triggered  by 
a  generalized  liquidity  crisis, 
which  started  with  the  default  of 
Russian  government  debt.  Hedge 
funds  were  hurt  badly  by  this 
development,  and  the  turmoil 
generated  by  this  default  spilled 
over  into  other  fixed-income 
markets.  As  losses  mounted, 
margin  calls  forced  further 
unwinding  of  leveraged  positions, 
and  excessively  risk)'  portfolios 
were  dismantled — including 
shorts  on  the  yen. 

The  trading  volumes  were  ■■^■■i 

large  and  the  volatility  extreme, 
so  position-squaring  caused  price  move- 
ments to  fluctuate  in  ever  more  distorted 
ways,  thereby  further  reinforcing  the 
unwinding  process. 

The  liquidation  of  dollar/yen  positions 
was  particularly  painful  for  many  players,  as 
the  long  dollar/yen  bet  was  more  of  a  reli- 
gion than  a  trade;  speculators  wanted  to 
hold  on  to  these  positions,  but  the  volatility 
forced  them  to  give  up.  For  the  most  part 
people  bought  back  short  yen  positions 
simply  because  they  were  forced  to  take 
defensive  action  to  halt  further  losses. 

That's  done  now  and  the  ovcrreaction 
has  set  the  stage  for  an  explosive  rally  in  the 
dollar,  which  should  ultimately  take  the 
I  .S.  currency  to  even  higher  levels  than 
those  seen  this  summer.  Japan's  economic 
performance  has  been  dismal,  and  the 


recent  ven  strengthening  adds  to  the  over- 
all deflationary  pressure  in  the  Japanese 
economy.  Every  10%  drop  in  the  dollar/yen 
lowers  Japanese  gdp  by  nearly  1%,  so  the 
recent  moves  significantly  increase  the  need 
for  "the  Bank  of  Japan  to  take  emergency 
action  to  try  to  boost  sinking  domestic 
demand. 

I  think  that  in  order  to  address  the  domes 
tic  deflation,  the  Bank  of  Japan  will  very  likely! 
begin  a  monetization  process.  This  will 
involve  printing  yen  in  vast  quantities,  thereby 
frying  to  float  the  economy  on  a  pool  of  liq 
uidity.  This  sort  of  monetary  action  is  the  onh 
option  left  to  the  Japanese  authorities.  We 
have  already  seen  the  negligible  impact  of  ove 
$600  billion  of  prior  fiscal  measures.  With 
debt  levels  already  dangerously  high  and  with 
an  aging  population  in  that  country,  further 
efforts  to  boost  demand  via  fiscal  policy  could 
prove  counterproductive. 

Until  Japanese  consumers 
believe  that  the  prices  of  goods 
and  services  are  rising,  con- 
sumption will  be  postponed. 
Nudging  prices  off  their  down 
ward  course  and  getting  them 
to  rise  again  would  require  the 
Bank  of  Japan  to  print  vast 
amounts  of  yen.  This  can  only 
lead  to  a  weaker  yen. 

That's  because  some  of  the 
extra  liquidity  will  seek  the 
higher  yields  of  foreign  invest- 
ments. As  Japanese  buy,  say, 
mm^^^      dollars  to  finance  foreign  invest 

ments,  they  will  drive  the  yen 
down  against  the  dollar. 

Another  factor  pointing  to  weakness  in 
the  yen  is  the  implementation  in  Decem- 
ber of  Phase  II  of  the  Big  Bang  in  Japan. 
Every  day  brings  fresh  news  of  an  Ameri- 
can firm  expanding  in  Japan  in  the  hope  o 
capturing  local  investment  to  send  abroad 
This  increase  in  the  export  of  capital  from 
Japan  into  foreign  markets  will  create 
additional  and  continuous  downward  pres 
sure  on  the  yen,  thus  further  supporting 
the  renewed  trend. 

So  it  is  clear  that  any  effective  action  the 
Bank  of  Japan  can  take  to  refloat  the  Japan- 
ese economy  will  inevitably  lead  to  a  weakei 
yen.  How  tar  down  can  the  yen  go?  I  don't 
think  a  long-term  target  of  ¥160  to  ¥180  ti 
the  dollar  is  unreasonable.  And  it  could 
happen  very  fast.  ■ 


The  Bank  of 
Japan  will  very 
likely  begin  a 
monetization 
process  that 
will  involve 
printing  yen  in 
vast  quantities. 


Andrew  J.  Krieger  is  managing  director  of  KB  Partners.  Inc.,  a  foreign  currency  investment  management  and  hedging/overlay  firm  based  in  Fort  Lee,  N.J. 
He  is  the  author  of  The  Money  Bazaar. 
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By  A.  Gary  Shilling 


strategy 


The  cleanup  crew  has  arrived 


After  telling  investors  that 
there  is  no  credit  crunch,  the 
Fed  drove  home  its  reassurance 
by  cutting  rates  for  the  third 
time.  Yet  there  remains  a  huge 
spread  between  Treasurys  and 
junk  bonds.  Last  spring  the 
spread  was  370  basis  points.  It 
leaped  to  730  with  the  crisis, 
and  is  still  over  600.  Similarly, 
the  spread  between  commercial 
paper  yields  and  the  London 
Interbank  Offered  Rate  is  46 
basis  points,  compared  with  1 2 
in  Julv  and  54  at  the  peak. 

We  are  in  the  midst  of  a  global      ^^^^^ 
delevcraging.  It  started  in  Asia, 
of  course,  and  continues  in  Japan,  whose 
banks,  severely  wounded  by  bad  loans  at 
home  and  in  Asia,  are  retreating  from  global 
banking.  In  1996  six  Japanese  banks  were  in 
the  globe's  top  40  arrangers  of  international 
syndicated  loans.  Now  there  are  none. 

In  Japan  itself,  consumers  don't  trust  the 
banks,  so  they  are  withdrawing  their 
deposits  And  accepting  negative  yields  on 
six  month  Japanese  Treasury  bills.  The 
lenders  of  last  resort,  the  government  and 
the  Bank  of  Japan,  have  been  forced  to  fund 
the  private  sector  directly — Nissan  for  exam- 
ple borrowed  Y100  billion  from  the  govern- 
ment's Japan  Development  Bank.  The  gov- 
ernment-backed Small  Business  Finance 
Corp.'s  loans  are  leaping.  The  boj  now 
owns  over  one-third  of  the  nation's  com- 
mercial paper,  and  with  the  Finance  Min- 
istry's Trust  Fund  Bureau  has  jumped  its 
ownership  of  government  bonds  to  53%. 

Now  Western  financial  institutions  are 
deleveraging.  The  selloff  in  Treasurys  was 
probably  caused  mainly  by  chief  executive 
officers  instructing  their  traders  to  unload 
anything  with  leverage.  Sandy  Weill,  a  man 
who  dislikes  high-risk  proprietary  trading, 
was  already  slashing  Salomon's  big  commit- 
ments after  he  bought  that  firm  for  Travel- 
ers. Now,  with  big  losses  and  the  merger 
with  Citibank,  the  deleveraging  is  in  high 
gear.  The  same  goes  for  Bankers  Trust,  UBS 
and  other  banks  that  lost  lots  in  leverage 
bets  in  recent  months. 


If  your 
business 
depends  on 
securitization, 
reestablish 
relations  with 
your  friendly 
banker  while 
you  still  can. 


Deleveraging  is  in  full  swing 
in  market-traded  securities  that 
lie  beyond  the  Fed's  direct  con- 
trol and  assistance.  Since  the 
early  1980s,  corporations  have 
been  bypassing  the  banks  to 
issue  bonds  and  commercial 
paper  directly.  Almost  every- 
thing else,  from  credit  card 
receivables  to  anticipated  sports 
team  revenues,  has  been  securi- 
tized.  Jim  Bianco  of  Bianco 
Research  figures  that  corporate 
and  foreign  bonds  plus  short- 
term  obligations  have  jumped 
mmmmm      from  20%  to  35%  of  private 

financing  while  bank  lending  has 
slid  from  35%  to  25%. 

In  recent  years  people  have  ignored  risk. 
Speculators  have  placed  bets  leveraged  to  a 
degree  never  before  seen,  and  the  big 
lenders  accommodated  them.  This  led  both 
to  crazy  speculation  and  to  global  building 
of  excess  capacity  by  people  convinced  that 
demand  would  grow  even  faster. 
The  deleveraging  isn't  over. 
For  investors  the  course  is  fairly  clear: 
Stick  with  Treasurys  and  don't  expect  the 
temptingly  wide  spreads  vis-a-vis  junk  to 
narrow  much  more.  They'll  probably  get 
wider  when  the  Brazilian  rescue  package 
proves  insufficient  to  revive  that  economy 
and  stop  capital  flight.  A  likely  devaluation 
in  China  will  launch  another  round  of  cur- 
rency drops  in  Asia  with  the  same  effect  on 
spreads.  Don't  expect  enough  money  to 
move  to  emerging  economies  to  revive 
them  for  years. 

If  your  business  depends  on  securitization 
of  debt  directly  or  indirectly,  be  careful  as 
deleveraging  continues.  Note  that  Moody's 
just  downgraded  Conseco  and  its  Green 
Tree  subsidiary  for  "aggressive  growth"  and 
"high  leverage.''  Reestablish  relations  with 
your  friendly  banker  while  you  still  can. 

Leveraging  up  underwrote  a  wild  global 
financial  and  economic  party,  with  Nobel 
laureates  putting  on  funny  hats  and  dancing 
on  tables.  Now  the  cleanup  crews  are  taking 
over  and  it  will  take  a  long  time  for  them  to 
clear  out  the  mess.  OB 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants  and  investment  advisers.  His  firm  publishes  Insight,  a  monthly  newsletter  covering 
the  business  outlook  and  investment  strategy.  His  latest  book,  Deflation,  was  published  in  June  (Lakeview  Publishing).  E-mail:  shil@ix.netcom.com 
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Z)o  what  comes  naturally 


D* 


he  best  things  in  life  just  seem  to  come  naturally.    Like  natural  Vitamin  E  from  ADM. 

Made  from  the  healthy  goodness  of  soybeans,  natural  Vitamin  E  is 

significantly  more  effective  than  synthetic  brands.    In  fact,  studies 

have  shown  it  can  help  you  maintain  cardiovascular  health,  as 

well  as  a  healthy  cholesterol  level.    Natural  Vitamin  E  also  helps  support  the  immune  system, 

strengthening  your  body's  own  disease-fighting  abilities.    And  some  say  it  can 
even  help  you  feel  younger,  longer.    Look  for  natural  Vitamin  E  in  leading  brands 

of  dietary  supplements.    It  might  just  be  the  most  natural  choice  you'll  ever  make. 
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www.admworld.conj 


raft  of  new  and  reissued  discs  demonstrate  why 
erbie  Hancock  remains  a  keyboard  treasure. 

I've  always  been  a  tinkerer" 


Edited  by  Joshua  Levine 


f  [Herbie]  Hancock 
had  gone  to  the  great 
beyond  in  1968," 
clucks  Gary  Giddins  in 
his       massive       new 

umc.      Visions    of    Jazz 

xford    University    Press, 

E  .    "he    would    now    be 

lemnly  regarded  as  a  jazz 
Giddins  dearly  admires 

ancock  immensely,  and  his 
ew  of  him  isn't  nearly  as 
uffv  as  that  quote  makes  him 
em.  But  Giddins  also  clearly 

grets  that  a  jazz  talent  as 
•rmidablc  as  am  we  have 
ound  squandered  a  clear 
lot  at  purist  immortality 
hen  he  "went  pop." 

Pop  Hancock  did  indeed 

),  but  it's  even  worse  than 

ut,  as  a  rah  of  new  and  re- 

jsued   Hancock  recordings 

take    clear.     Herbie    went 

erythmg.  There's  a  cut  on 

s  lovely  new  disc  devoted  to 

le  music  and  musical  influ- 

tices  of  George  Gershwin 

here  Hancock  pays  homage  to  Maurice  Ravel  with  an 

^tended  improvisation  on  Ravel's  Piano  Concerto  in  G 

Gershwin's  World,  Verve  Records). 

"I  wasn't  going  to  try  to  top  what  Ravel  wrote,  but  I 
erided  I  wanted  to  use  the  things  that  Ravel  already  had 
i  there  to  stay  true  to  him  and  true  to  me,"  Hancock,  a 
ot-so-solemn  jazz  pasha  in  what  looked  like  pinstriped 
rown  silk  pajamas,  told  Forbes  at  a  recent  interview. 

There  was  nothing  for  me  to  lean  on,  no  precedent  for 
lis.  A  classical  musician  not  trained  in  improvising  could 
ot  do  this,  and  believe  me,  it  wasn't  easy." 

Jazz  music  rips  itself  off  all  die  time,  and  brags  about  its 
lievery,  but  die  classics  consider  themselves  poach-proof. 
he  trustees  of  Ravel's  estate,  who  control  his  copyrights, 
x)k  a  pretty  dim  view  of  the  whole  idea  — until  they  heard 
[erbie  do  Maurice,  that  is.  Hancock  says  he  wanted  to 
ave  the  listener  unsure  where  Ravel  leaves  off  and  he  takes 
ver,  and  damn  if  he  doesn't  do  it. 

Hancock  recalls:  "I  called  the  owner  of  Durand,  Ravel's 
ublisher,  who  is  a  big  fan  of  mine,  and  I  said,  'So,  I  guess 
lis  is  a  first?'  He  said,  'No,  it's  not  a  first,  it's  an  only'  They 
'on't  do  this  for  anybody  ever  again.  I've  always  been  a  tin- 
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kerer,  you  know — that's  prob- 
ably why  I  was  interested  in 
science  when  I  was  kid." 

At  Grinnell  College  in 
Iowa,  Hancock  majored  in 
engineering  before  he 
switched  majors,  graduating 
in  1960  with  a  degree  in 
musical  composition.  By 
1962  the  22-year-old  Han- 
cock had  turned  out  his  first 
solo  recording  for  Blue  Note 
Records,  Takin'  Off.  It  was 
quite  a  calling  card.  The  first 
record  produced  a  hit  for 
Hancock  widi  a  loping  modal 
blues  called  "Watermelon 
Man" — the  title  came  from 
the  street  vendors  in  his 
native  Chicago.  Hancock 
bought  a  Shelby  Cobra  sports 
car  with  the  money  and  kept 
on  tinkering  at  the  keyboard 
and  under  the  hood. 

The  next  seven  years  yield- 
ed six  joyful,  impossibly 
catchy  records  for  Blue  Note, 
often  in  collaboration  with 
such  lifelong  stalwarts  as  trumpeter  Freddie  Hubbard, 
tenor  saxophonist  Joe  Henderson,  bassist  Ron  Carter  and 
a  young  drum  prodigy  named  Tony  Williams,  who  died 
recently,  much  too  young. 

Blue  Note  is  commemorating  its  60th  anniversary  by 
issuing  a  remastered  box  set  of  all  the  work  Hancock  did  for 
the  label  in  the  Sixties  ( The  Complete  Blue  Note  Sixties  Ses- 
sions, Blue  Note  Records).  It's  a  treat  that  defines  both  an 
era  and  a  sound  and  yet  plays  remarkably  fresh  for  all  that. 
Many  of  Herbie's  snappier  riffs  have  been  recycled  recent- 
ly as  samples — his  "Cantaloupe  Island,"  for  instance,  re- 
appeared as  an  infectious  hip-hop  romp  called  "Cantaloop" 
by  Us3  a  few  years  ago. 

Hancock  says  that  first  Blue  Note  album  "sounds  like 
early  Hancock"  to  him  today,  but  much  of  the  rest  just 
won't  date.  "Some  things  on  Maiden  Voyage  sounds  like  it 
may  have  been  done  during  a  certain  period,  but  it's  not 
limited  to  that,"  says  Hancock.  "I  still  play  "Dolphin 
Dance"  and  on  rare  occasions  I've  played  the  song  "Speak 
Like  a  Child"  as  a  trio  or  as  a  quartet.  Usually,  I  try  to  play 
all  the  orchestra  lines  on  the  piano.  It's  not  so  easy." 
Of  course,  as  Giddins  points  out,  Hancock  "went  pop" 
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soon  after  that,  but  he  did  it  with  a  vengeance,  plucking  die 
prevailing  sounds  from  the  air  and  turning  them  into  crack- 
ling music.  If  the  styles  Hancock  appropriated  proved  fad- 
dish in  retrospect,  so  what?  Often,  the  Hancock  record  still 
reflects  all  the  fun  a  particular  fad  had  to  offer  before 
anyone  realized  the  emptiness  of  its  musical  promise. 
Remember  "Chameleon"  from  Hancock's  great  Head- 
hunters  album?  Once  you  hear  that  theme  again,  you  won't 


CO 


be  able  to  dislodge  it  from  your  internal  tape  loop  n 
matter  how  hard  you  try. 

Hancock's  old  funk  fusion  band  from  his  seminal  19? 
Headhunters  album  recently  reassembled  to  record  ft 
Hancock's  own  label  (Return  of  the  Headhunters,  Hancoc 
Records).  Hancock  plays  keyboards  on  five  of  the  cuts,  an 
now  says  he  wants  to  make  his  own  new  record  with  th 
Headhunters.  You  want  to  stop  him?  -J.L. 


Between  bespoke  and  bedraggled  there's  an 
elegant  middle  way  to  buy  a  suit. 

The  measure  of  a  man 


By  G.  Bruce  Boyer 


"  <*  ft 


Quality  manufacturers  like  Brion 
Kiton,  Oxxford,  Southwick,  S 
Andrews,  and  Hickey-Freeman  ar 
pushing  the  service  at  their  reta 
outlets,  taking  customer  orders  t 
what  they  call  "trunk  shows"  in  th 
stores.  At  Brioni,  for  instance,  madt 
to-measure  suits  account  for  a  fift 
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A  made-to-measure  fitting:  all  the  style,  a  fraction  of  the  price. 
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■    "^he    American    playwrigh 
George  S.  Kaufman  onc< 
said      that      he'd      alway 
A~    remember  1937.  His  tailo 
ually  delivered  a  suit  that  wa 
nething  like  die  suit  he'd  orderec 
nuine  custom  tailoring  has  alway 
:n  a  leap  of  faith,  and  that's  if  yoi 
i  afford  to  pay  as  much  as  $3,001 
1  have  the  patience  to  undergi 
ir  or  five  fittings  over  as  man 
>nths. 

buying  a  suit  off-die-rack?  That's 
ferent  set  of  annoyances.  You  ca 
civ  find  the  style  or  fabric  you  wan 
1  basic  alterations  never  realty  get 
fit  right.   Not  to  mention  th 
reasingly  shabby  construction  c 
my  tailored  garments  that  are  cut  i 
ge  batches  with  a  laser  and  literal! 

) 

t     glued  together.                                         of  all  U.S.  suit  sales. 
:          More  and  more  men  are  steering  a          It  works   like   this.  A  customt 
s     smooth  course  by  having  their  suits     selects  a  suiting  cloth  from  eithc 
r     "made-to-measure."  It's  not  quite     swatch  books  or  a  box  of  special  fat 
s     custom   tailoring,   but   it's   a   vast     rics  from  the  manufacturer — hur 

improvement  over  off-the-rack,  which      dreds  of  worsteds,  flannels,  tweed 
s      explains  why  it's  gaining  customers      cashmeres,  linens  and  the  rest,  ratht 
i     fast  in  an  otherwise  flagging  suit     than  the  dozen  gray  suits  on  an  ave 
3      market.                                                        age  men's  store  rack. 
d          The  French  started  it  in  the  1980s,          A  representative  of  the  manufac 
v     when  several  Paris  men's  stores  start-      turer    then    discusses    the    stylin 

ed  offering  something  called  "demi-      options   with    a    customer,    whic 
a      mesurc,"  but  it's  only  in  the  past  sev-      means  choosing  among  basic  patter 
i      era!  seasons  that  top  men's  stores  here      models — a  traditional  American  na 
t     have  been  offering  made-to-measure     ural-shouldered  model,  the  Britis 
t      services  through  their  top  suit  nianu-      nipped-waist  silhouette  or  a  raci< 
e      racturers.  At  Brooks  Brothers'  flagship      Italian-designer  style.  Each  manufiu 
f     Madison  Avenue  store  in  Manhattan,     turer  has  its  own  favored  selection  < 
i      the  made  to  measure  business  grew      silhouettes,  just  as  custom  tailors  gei 
\      30%  in  a  flat  market  just  last  year.            erally  have  a  "house"  style. 
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Then  it's  time  to  hash  out  the 
details.  Flap  pockets  or  patches? 
'  Center  or  side  vents?  Pleated  or  plain- 
i  fronted  trousers?  Working  sleeve  but- 
,  tons?  What  about  a  special  inside  cigar 
pocket?  The  opportunities  for 
[indulging  quirky  tailoring  whims  are 
|  limidess. 

A  tailor  then  takes  the  customer's 
,  measurements  and  sends  all  the  infor- 
imation  directly  to  the  factory.  The 
ifactorv  incorporates  the  information 
,into  a  garment  by  modifying  a  stan- 
idard  pattern.  A  customer's  measure- 
ments are  usually  kept  on  file  for 
l  future  orders. 

It's  somewhat  like  custom  tailoring, 
•  except  that  a  custom  suit  will  utilize  a 


Some  found  gold.  Others  found  patrons. 

California  Dreaming 

By  Robert  Goff 


paper  pattern  constructed  for  the  sole 
and  exclusive  use  of  a  single  customer. 
That's  critical  for  the  bizarrely  pro- 
portioned or  the  stylistically  out- 
landish but  a  lesser  benefit  for  most 
men.  Making  a  paper  pattern  is  an  art 
in  itself,  and  requires  much  time  and 
labor.  Apart  from  the  made -for- your- 
person  part  of  it,  a  made-to-measure 
suit  often  boasts  the  same  degree  of 
handtailoring  as  a  custom  suit. 

Several  weeks  after  the  initial  order, 
the  semifinished  made-to-measure 
garment  is  sent  back  to  the  store  for 
fitting  and  finishing.  You  can  expect 
to  pay  15%  to  25%  above  comparable 
off-the-rack  prices — or  slightly  more 
than  half  the  price  of  a  custom  suit. 
For  most  guys,  made-to-measure  is  a 
pretty  square  deal.  Hi 
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The  California  Gold  Rush 
(1849-1853)  laid  the  foun- 
dation of  San  Francisco's 
economic  prosperity  and 
inspired  the  continuing  California 
dream  of  riches  and  self- invention. 

As  two  exhibitions  at  the  Smith- 
sonian's National  Museum  of  Ameri- 
can Art  show,  those  romantic  dreams 
were  tempered  by  economic  reality. 
Many  of  the  artists 
whose  landscapes  and 
historical  panoramas 
chronicle  the  frenzy 
that  followed  the  dis- 
covery of  gold  at 
Sutter's  Mill  in  1848 
started  out  as  miners 
themselves.  After  dis- 
covering what  back- 
breaking  work  mining 
really  was — and  how 
long  the  odds  were 
against  them — they 
figured  it  might  be 
easier  to  turn  a  quick 
buck  by  finding  art 
patrons  among  the 
instant  millionaires. 

The  most  famous 
painting  of  the  period 
was  done  by  just  such 
a  miner-turned  artist — Charles  Chris- 
tian Nahl.  "Sunday  Morning  in  the 
Mines"  depicts  the  extreme  tensions 
between  decadence  and  propriety 
underlying  every  big  boom  economy. 
On  the  left  side  of  the  canvas,  rowdy 
miners  use  the  Sabbath  to  raise  hell — 
boozing,  fighting  and  literally  throw- 
ing their  new  gold  dust  to  the  winds. 
On  the  right,  domesticated  civility 
reigns:  Men  quietly  bathe,  wash 
clothes,  cook  and  read  from  the  Bible. 
A  concurrent  exhibition,  "Silver 
and  Gold:  Cased  Images  of  the  Cali- 
fornia Gold  Rush"  features  rare 
daguerreotypes  from  the  era  that  por- 
tray the  men  and  women  of  the  time 
in  a  decidedly  less  lyrical  light:  stone- 
faced  prospectors  sift  through  sluices, 
mining  towns  look  like  they  were 
thrown  together  during  an  afternoon 


and  just  as  quickly  abandoned  when 
the  gold  dried  up. 

The  exhibitions  remain  at  the 
Smithsonian  until  Mar.  7,  after 
which  the  photographs  will  be  on 
view  at  the  Crocker  Art  Museum  in 
Sacramento  until  June,  and  the 
paintings  at  the  Bowers  Museum  of 
Cultural  Art  in  Santa  Ana,  Calif., 
also  until  June.  wm 
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I  You  wanna  blow  something  up,  Jerry?  You  go  right  ahead. 

Master  of  mayhem 


v» 


By  Ben  Pappas 

Superman  has  met 
his  match.  Not 
Kryptonite,  but 
studio  executives. 
Warner  Bros. 
pulled  the  plug  on  Super- 
man Lives  when  it  saw  the 
budget  heading  north  of 
$100  million.  In  1997  a 
record  15  films  with  bud- 
gets over  $80  million  hit 
the  screens.  This  year,  it's 
down  to  9,  and  the  trend 
is  likely  to  continue. 

But  it  won't  slow  Jerry 
Bruckheimer.  He  still  gets  a 
virtual  blank  check  from 
Hollywood  to  blow  stuff 
up.  A  million  bucks  to  wipe 
out  Paris,  just  for  five  sec- 
onds in  a  movie  trailer?  No 
sweat,  Jerry — fire  away! 

Jerry's  latest  big-budget 
extravaganza,  Enemy  of  the 
State,  opened  just  before 
Thanksgiving.  You  get  the 
time-honored         Bruck- 


heimer car  chase — yes,  those  cars 
were  flipped  with  a  special  device 
known  as  a  "car-flipper,"  invented 
for  Bruckheimer's  Armageddon.  The 
new  wrinkle  is  that  this  time,  you  see 
that  car  chase  on  a  laptop  through 
images  beamed  from  an 
earth-orbiting  satellite. 
Whoa! 

Critics  routinely  wallop 
Bruckheimer's  movies.  He 
walks  away  unscathed, 
flashing  a  lopsided  grin  like 
one  of  his  indestructible 
heroes,  Eddie  Murphy. 
Murphy  established  the 
gilt-edged  Bruckheimer 
formula  in  1984's  Beverly 
Hills  Cop,  as  he  wise- 
cracked his  way  through  a 
car  chase  that  demolished 
15  cars.  The  film  cost  $14 
million  and  went  on  to 
gross  $320  million.  Total 
worldwide  revenues  for 
Bruck's  box  office,  video 
and  soundtrack  sales:  $3.9 
billion. 

The  man  behind  the 
mayhem  is  not  what  you'd 
expect.  He  doesn't  race 
cars  or  motorcycles  or  leap 
from  planes.  He's  a  vora- 
cious reader — four  news- 


Bruckheimer's  Greatest  Hits 

/  lost  my  car  in  San  Francisco 

"Every  young  director  wants  to  do  his  version  of  the  great 
car  chase,"  mused  Bruckheimer.  In  1996's  The  Rock, 
Bruckheimer's  protege  Michael  Bay  got  to  do  his,  and  it's  a 
doozy.  FBI  agent  Nicolas  Cage  commandeers  a  1995  F355 
Spider  Ferrari  and  joins  seven  police  cruisers  chasing  Sean 
Connery  and  a  $70,000  Hummer.  The  pursuit  lays  waste 
two  fruit  stands:  $2,000;  seven  cars:  $35,000;  two  cars 
that  flip  over  a  downed  electric  pole:  $7,000;  a  mini  police 


scooter:  $2,400;  a  window  that  the  Ferrari  flies  through: 
$8,000;  a  water-cooler  truck  and  its  payload:  $64,000;  a 
trash  pile:  $1000;  five  parking  meters:  $300  a  pop  (plus  a 
whole  lot  of  nickels);  a  cable  car  that  explodes  after  tum- 
bling down  a  hill:  $130,000.  Of  course,  the  Ferrari  is  also 
totaled:  $136,000.  Eat  your  heart  out,  Steve  McQueen. 
Stuntmen  involved:  40;  time  to  film  sequence:  15  days; 
duration  of  sequence  on  film:  7  minutes;  final  bill  for  hard- 
ware carnage:  $390,000. 


Get  off  the  bus! 

In  Armageddon,  a  flurry  of  small 
asteroid  fragments  hit  Manhat- 
tan, choreographed  by  John  Fra- 
zier.  Bruckheimer's  Balanchine  of 
death.  The  scene  marks  the 
debut  of  the  Bruckheimer  "car 
flipper,"  a  device  that  slides 
under  automobiles  and  tosses 
them  30  feet  in  the  air  at 
$15,000  a  throw.  In  the  piece  tie 
resistance,  a  meteor  in  horizontal 
ricochet  takes  out  a  taxi,  a  cop 
car,  and  a  bus.  The  bus  took  two 
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apers  a  day,  90  magazines  a  month, 
e  says.  He  got  the  idea  for  Top 

tin  after  reading  an  article  in  Cal- 
fornia  magazine. 

Bruckheimer's  late  partner,  Don 
impson,  got  all  the  ink.  That  was 
>efore  his  own  wrecking- ball  lifestyle 
oppled  him  two  years  ago.  It's  since 
(>ecome  clear  that  Bruckheimer 
an  soldier  on  quite  well  without 
impson. 

Last  summer's  Armageddon 
•roved  that.  The  critics  hated  it,  but 
Bruckheimer  smelled  another 
kinner.  "I  saw  how  test  audiences 
esponded  and  I  knew  word  of 
'nouth  would  make  it  work,"  says 
Bruckheimer. 

It  did.  The  much-maligned  film 
ecouped  its  $140  million  invest- 
ment almost  immediately,  while  its 
1  lain  competition,  Godzilla,  was 
loundering  helplessly.  Armageddon 
ust  opened  in  its  second-largest 
narket,  Japan,  and  is  on  its  way  to 
;rossing  half  a  billion  dollars. 

This  may  surprise  you:  Bruck- 
ieimer  says  character  is  destiny — at 
east  at  the  box  office.  "No  matter 
low  big  the  explosions  are  or  how 
nteresting  the  car  crashes,  if  you 
-  lon't  hook  into  the  characters  it 
loesn't  matter." 

All  that  living  debris  and  deafen- 


ing noise  is  just  "icing  on  the  cake" 
to  Bruckheimer.  Some  icing. 
Armageddon  stunned  the  audience 
with  240  dazzling  visual  effects. 
That's  more  than  one  effect  a 
minute. 

And  not  just  any  special  effects, 
either.  Your  average  movie  earth- 
quake uses  4  hydraulic  rams  around 
a  single  fault  line.  You  can  set  the 
shot  up  in  a  weekend.  For  Armaged- 
don, Bruckheimer  used  200  rams  to 
move  30  floor  pieces.  The  process 
took  four  months. 

"We  were  after  a  shattered-glass 
look,"  says  special  effects  coordina- 
tor John  Frazier  of  FXperts.  "It  was 
hydraulic  hell  underneath  the  set." 
Cost:  $750,000  for  just  a  few  min- 
utes of  shaking. 

But  then  you  see  what  Bruck- 
heimer means  when  he  says  charac- 
ter is  more  important  than  mayhem. 
Listen  closely  while  all  hell  breaks 
loose  on  screen  during  a  typical 
scene  in  Enemy  of  the  State.  Yes, 
that's  the  mournful  sigh  of  a  French 
horn  you  hear  in  the  background. 

"Jerry,"  says  Trevor  Rabin  (who 
scores  Bruckheimer's  movies),  "is 
careful  not  to  lose  the  melodic  sensi- 
bilities of  a  film,  even  in  those  areas 
where  the  music  may  not  be  as  audi- 
ble given  the  level  of  explosions.  "■ 


Bruckheimer  by  the  numbers 

•  Rank  of  Top  Gun  on  the  greatest-selling 
soundtracks  of  all  time:  #8 

•Copies  of  Top  Gun  soundtrack  sold: 
15  million 

•Number  of  rounds  discharged  in  Miami- 
based  Bad  Boys:  5,000 

•Average  number  of  rounds  a  Miami 
police  officer  discharges  in  one  year: 
none 

•Cost  of  a  1967  Corvette  featured  in 
Con  Air.  $67,000 

•Cost  of  a  computer-generated  1967 
Corvette  being  dragged  by  an  airplane 
through  a  water  tower  in  Con  Air. 
$150,000 

•Number  of  rewrites  for  Beverly  Hills  Cop: 
37 

•Beverly  Hills  Cop  box-office  take-to-script 
draft  ratio:  $8.6  million  to  1 

•Average  time  in  between  each  viewing  of 
an  American  flag  in  151-minute  Armaged- 
don: 44  seconds 

•Cost  of  Armageddon's  most 
expensive  set  prop,  a  B-2  stealth  bomber 
on  loan  from  U.S.  Air  Force:  $2  billion 

•Budget  for  Bruckheimer's  top  ten  action 
features:  $580  million 

•  Box  office  take  of  action  features  to 
date,  including  rentals:  $2.9  billion 


nonths  to  rig  with  15  mortars,  and  its  det- 
mation  alone  set  Bruckheimer  back 
5160,000.  The  nonflipped  cars  blow  for 
>5,000  a  pop.  Their  on-screen  destruction 
akes  less  than  three  seconds. 
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3aris,  adieu 
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a  month  before  Armaged- 
don wrapped,  Bruckheimer 
and  his  team  decided  they 
needed  a  money  shot  for 
the  movie  trailer  that 
would  top  the  magnificent 
annihilation  of  the  White 
House  from  the  rival  Independence  Day. 
How  about,  say,  Paris?  Bruckheimer  hired 
Ivan  Bekey,  a  NASA  think-tank  wizard,  to  cal- 
culate exactly  what  an  asteroid  traveling  at 
400,000  miles  an  hour  would  do  if  it 
slammed  into  the  City  of  Light  He  then  set 
out  to  duplicate  the  effect.  Special  effects 
maestro  Hoyt  Yeatman  laid  over  a  mile  of 
explosive  prima  cord  in  84  concentric  rings 
around  a  blast  site,  in  a  California  dam,  100 


feet  across  and  90  feet  deep.  Forty  gallons  of  aluminum 
powder  were  placed  at  the  shot's  horizon  line  to  produce  the 
impact  flash.  A  computer  triggered  the  rings  at  .005-second 
intervals,  which  were  filmed  at  300  frames  per  second.  The 
flash  was  ten  times  as  bright  as  the  sun.  In  total,  50  ele- 
ments were  included  in  the  final  shot — including  Parisian 
footage,  computer-generated  buildings  and  live  doves.  A  test 
blast  with  one  one-hundred-thousandth  the  amount  of  explo- 
sive force  set  off  car  alarms  a  mile  away.  Price  tag  for  the 
final  20-second  sequence:  $1  million.  -B.P. 
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Deadhorse,  Alaska  offers  a  whole  lotta  nothin',  but  that  appeals  to  a  fair  number  of  tourists. 

The  last  tourist  at  the  end  of  the  earth 


By  Ann  Marsh 

Picture  hundreds  of  square 
miles  of  utterly  flat  arctic 
tundra.  Oil  rigs  and  drilling 
towers  lie  splayed  across  the 
permafrost,  looming  up  out  of 
nowhere  every  hundred  feet  or  so  as 
you  drive  through. 

This  is  Deadhorse,  Alaska.  Longi- 
tude 148.  Latitude  70.  Mile  Zero  of 
the  800-mile  pipeline  that  runs  from 
the  Arctic  Ocean  south  to  Valdez. 
Every  year  some  8,000  tourists  flock 
to  it  for  a  day  or  two — why,  it's  hard 
to  say,  although  sheer  godforsaken- 
ness  partly  explains  its  grim  allure. 
There  aren't  many  amenities.  Just 
the  Prudhoe  Bay  Hotel — the  far- 
thest spot  north  in  Alaska  where 
you  can  book  a  room  before  the 
state  dead-ends  into  ice  pack.  The 
Prudhoe  Bay,  $110  a  night,  is  com- 
fortable enough,  although  it  looks 
more  like  a  network  of  old  con- 
struction trailers  than  a  hostelry. 

That  didn't  stop  retired  credit 
card  executive  H.  David  Meyers 
from  Potomac,  Md.  Meyers  grabbed 
a  rental  car  in  Anchorage  last  Octo- 
ber and  (ignoring  the  restrictions 
against  exposing  rental  cars  to  the 
rigors  of  the  North  Slope)  drove  up 
the  Dalton  Highway  to  Deadhorse 
to  commune  with  the  oil 
riggers. 

"I'm  the  last  tourist  at  the  end  of 
the  earth,"  crowed  Meyers,  who  did 
in  fact  turn  out  to  be  the  hotel's  last 
tourist  of  the  summer  season.  That 
achievement,  more  than  anything 
that  you  can  actually  do  in  Deadhorse,  was  the  point  of 
Meyers'  journey. 

Meyers  chatted  with  workers  in  the  cafeteria,  most  of 
whom  fly  up  for  two-week  stints;  no  one  is  expected  to 
work  long  in  such  desolation.  One  man  let  slip  that  he  sings 
opera.  "I  told  him  if  he  had  the  nerve  to  sing,  Td  bring  out 
my  oboe,"  Meyers  recalled.  "We  did  some  Carmen."' 

Most  tourists  come  to  see  the  source  of  th  :  oil  that 
befouled  Prince  William  Sound  when  the  1  Valdez 

ran  aground  in  1989.  Touch  the  pipeline  at  Mile 
Zero  and  you  can  feel  the  hot  oil  pumping  like  blood 
through  a  vein. 

The  oil  spill  piqued  interest  in  North  Sl<         ourism, 
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but  that  interest  keeps  growing  for  reasons  that  remai 
mysterious.  Holland-America  Westours  is  sending  33 
more  tourists  above  the  arctic  circle  today  than  it  did  fi\ 
years  ago. 

This  summer  a  group  from  New  Hampshire  pulled  u  j 
in  a   1923  Silver  Ghost  Rolls-Royce.  Arco  officia 
indulged  them,  taking  the  Rolls  to  the  shore  of  the  Arctl 
to  be  photographed,  an  increasingly  common  reque 
from  motorists  and  cyclists. 

It's  an  antipodean  thing:  Many  of  these  tourists  the] 
head  for  the  lower  tip  of  Chile  or  other  points  south  f( 
die  mirror-image  experience  looking  up,  as  it  were.  Nod 
ing  much  to  see  but  you  can  say  you've  been. 
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An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

^000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and  Reports 

1 1700  stocks  and  the  practical  guide  Hok  to  Invest  m  Common  Stocks.  You  will  also 

eive  analyses  of  about  130  stocks  each  week  for  10  weeks  forS*3:S55.  Available  only 

lonce  every  three  years  to  any  household.  SPECIAL  BONUS  -J.K.  LASSER  S  YOUR 

wSCOME'TAX  1999   This  indispensable  guide  covers  all  new  tax  law  changes  as  well  as 

k»-planning  and  money-saving  strategies.  Hundreds  of  examples  and  icons  highlight  key 

[points.  The  free  update  supplement  contains  forms  for  filing  and  you  can  get  practical 

advice  on  the  Internet  or  by  telephone  hotline    A  S14  95  value  -  yours  free  with  your 

Value  Line  subscription  while  supplies  last.  Your  subscription  may  be  tax -deductible; 

consult  your  tax  advisor.  Send  check  or  money  order  along  with  name,  address 

and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

Ext  2903  Depl  616WH14  American  Express.  MasterCard.  Visa  or  Discover 

24  hours  a  day,  7  days  a  week.  II  you  are  not  completely  satislied  return  all  malenals 

in  good  condition  within  30  days  Irom  Ihe  start  ol  your  trial  subscription  lor  a  full 

refund  of  your  tee  Allow  4  weeks  lor  delivery  Foreign  rates  upon  request 

www.valueline.com 


The  Value  Line  Investment  Surve 
PO  Box  3988.  New  York 
NY  10008-3988 
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IP  23  IN  ACTIVE  TRADING 


ASSET  PROTECTION 

& 
)FFSHORE  BANKING 


pVe  show  you  "How  To" 
J  late  a  financial  fortress  that 
I  111  protect  your  wealth  with 
t  pmplete.  tested  and  secure 

I     privacy,  including: 
■  Confidential  Banking, 
jftfshore  Centers,  Debit  and 
'  t|  Credit  Cards,  access  to 
temational  and  US  Funds, 
I  Overseas  and  Domestic 
i    Brokerage  Services 


II  us  today:  800-266-8211 
err/7/,  Scott  &  Associates 

)    /  www.merrillscott.com 


#1  on  the  Internet 
Available  Worldwide 


Download  Free 

software  today  at 

www.dbc.com/sm 

888.200.1011  xl80i 


franchising 


ARE  YOU  SITTING  ON  A  COLD  MINE? 


I  Franchise  it.  I 


CALL  1100371-6144 

Talk  to  us  first  Because  nobody  has  franchised 


more  businesses  than  Francorp 

The  leader  in  franchise  development 

and  consulting  Worldwide 

francorp 


business  opportunities 


real  estate 


:,  PALM  BEACH  _ 

3 1  Raton  •  Miami  Beach  •  Jupiter 
Las  Vegas  •  New  York  City 
7  Offices 

i  i1-800-669-0577 


www.barclavsrealtv.com 


BARCWS  £ 


OFFSHORE  &  NEVADA 

CORPORATIONS 


1  Asset  Protection,  Privacy,  Tax  Free 
■  Licensed  Offices:  Las  Vegas  -  Nassau 
•  Flat  Rate  Fees,  Nevada  Corps.  $95 


\  ORDER  BY  PHONE   FREE  INFO 

1-800-997-2550 

legal,  onevegas.  cor 


INCORPORATE  IN  DELAWARE 


Soeoofcrs  in  setting  up  Delaware  Corporations.  General,  Aiicnfl, 
Boot  i  Shelf  Oxporanons.  Col  or  write  fa  our  WHS  ItIT! 
wn  twvMf  toatUaahm 
avowry  servta  tot  a 
>td  nosoaabli  rati. 

351 1  Saversde  Rd.  ^lOS^B  •  Wihningron.  OE  USA  19810 
302-477-9800  •  800-321-CORP  •  FAX  302-477-981 1 
E-mI:  corp@delieg.com  •  litenwt  http://ddieg.coni 


hred-it 


To  Success 


'  Shredding  for  over  40,000 

companies  in  8  countries. 
•  World  leader  in  mobile  document 

shredding  and  recycling. 
1  Offering  a  unique,  proven 

franchise  system  successful  in 

over  60  markets. 
1  Business  to  business  service; 

national  account  program; 

training;  exclusive  territories. 
'  Excellent  opportunities  nation 

wide. 

'  Featured  in  Forbes,  March  1997. 
Caii:  Doug  Warren 

(905)  855-2856  Ext.  237 

E-mail:  doug("»shredit.com 


OFFSHORE 


♦  (  oninanits  Fax  on  Demand 

♦  Banking  (800)551-9105 

♦  Credit  Card s       f  0<  »$? 

♦  Privacy  c*iW'eW 

<800)5Sl-214lU™*^H 

Visa/MC/Amex       www.ucservlces.com 


business  products 


Logo  Tattoos!! 


books/authors/publishers 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Rdi        Biography, 

Religioi  ptryj  Children's. 

AUTHOR     .JDW1DE  INVITED. 

WHITE  O  'OUR  MANUSCRIPT  TO 

MINf.VA  PRESS 

2  0LDBROMPTC    -OAD,  IONDON.  ENGLAND  SW7  IDQ 


Aircraft  Sales 

Aircraft  Charter 

Aircraft  Management 


Flight  Services  Group,  Inc. 

800.380.4009 


shooting  range 


Meet  the  challenge  that 

clay  target  shooting  offers  and  enjoy 

3  days  of  an  all-indusive  instructional 

program  and  luxury  accommodations 

with  America's  leading  shotgunning 

Instructional  Package 

The  Remington  Shooting  School 

inducing  ;r>0  limited  timeyour  very 

own  1 1-87  Sporting  Clays  Shotgun. 

Orlando*  Reno»Chicago»NY 


v%°Vsf>s 


educational  services 


The  Leader  in  Distance  Learn- 
ing for  20  Years 


•Associate*Bachelor  "Master  -Doctor 

Business  (Mgmt,  HRM,  Health  Care) 

Management  of  Technology 

Psychology 

Law 

Southern  California  University 

for  Professional  Studies 

1840  E  17th  St  F 

Santa  Ana,  CA    92705 

800/477-2254  www. scups.edu 


University  Degrees 

Bachelor's,  Master's,  Ph.D.s. 

Take  courses  using  texts/prKxie/rnail/EmaiL 

No  classes.  Low  costs. 

Columbia  Pacific  University 

105  Digital  Drive,  Novato,  CA  94949 

800-552-5522  -  http://www.CPUniv.edu 


ABSOLUTELY  FREE  EVALUATION 
Bachelor's-Master's-Ph.D.  Degrees 
Based  on  life  and  work  experience 
Confidential-Fast-Student  Loans 
www.arrc.org  800-951-1203 
International  Fax:  812-285-8891 


gemsiones 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gemstones. 

Free  wholesale  catalog  since  1967! 

Memlier:  ■    veien  Board  of 

&  Chamber  of  Commerce 

housed:  onyx 

Si    Gre«         ,  KY  42345 
♦4-3  00  or       ^  502-338-9605 


For  irttormation  on  Forbes  Classified 

Call  Linda  Loren:  212-260-0620 

Fax:  212-260-8183  Email:  LLoren@Forbes.com 


houghts  on  the  business  of  life 


When  a  company  president  finds  himself  at  an  age  when  travel  becomes  distasteful, 

it  is  time  for  him  to  become  chairman  and  select  a  younger  man  for  the  presidency.  The  more  far-flung 

the  ramifications  of  an  enterprise,  the  more  essential  is  such  a  step  if  all  sectors  of  the  business 

are  to  be  kept  on  their  toes.  Remote,  rigid  control,  whether  in  government  or  business,  becomes  less 

and  less  effective.  Firsthand  contacts  by  executives  with  employees  is  essential  to  harmonious,  effective, 

fruitful  management.  Many  top-notch  executives  have  practiced  this  policy.      -B.C.  Forbes 


You  will  always  find 
|S  those  who  think  they 
|f  know  your  duty  bet- 
ter than  you  know  it. 
Is  Ralph  Waldo  Emerson 


In  practice  it  is 
seldom  very  hard 

1 1  to  do  one's  duty 

|  when  one  knows  what 

r  it  is,  but  it  is 
sometimes  exceed- 
ingly difficult  to 

1 1  find  this  out. 
Samuel  Butler 


I  Without  duty,  life  is 
1 1  soft  and  boneless.  It 

cannot  hold  itself 
II  together. 

I  Joseph  Joubert 


Duty  is  what  one 
expects  from  others; 
it  is  not  what  one 
does  one's  self. 
Oscar  Wilde 


When  habit  has 
strengthened  our 
sense  of  duties, 
they  leave  no  time 
for  other  things; 
but  when  young  we 
neglect  them 
and  this  gives  us 
time  for  anything. 
Thomas  Jefferson 


Conscientious  men 
are  almost  everywhere 
less  encouraged  than 
tolerated. 
Joseph  Roux 


When  a  stupid  man 
is  doing  something 
he  is  ashamed  of,  he 
always  declares  that 
it  is  his  duty. 
George  Bernard  Shaw 


Duties  are  performed 
not  for  duty's  sake, 
but  because  their 
neglect  would  make 
the  man  uncomfort- 
able. A  man  performs 
but  one  duty — 
making  himself 
agreeable 
to  himself. 
Mark  Twain 


When  one  accepts  a 
certain  course  as 
duty  he  has  a 
pleasant  sense  of 
relief,  even  if  it 
involves  pain  and 
renunciation. 
It  is  like  obeying 
some  external 
authority;  any 
clear  way,  though  it 
lead  to  death,  is 
preferable  to  the 
tangle  of  uncertainty. 
Charles  C.  Cooley 


Duty  then  is  the 
sublimest  word  in  our 
language.  Do  your 
duty  in  all  things. 
You  should  never 
wish  to  do  less. 
Robert  E.  Lee 


There  is  no  duty  we 
so  much  underrate  as 
that  of  being  happy. 
Robert  L.  Stevenson 


A  sense  of  duty  is 
useful  in  work,  but 
offensive  in  personal 
relations.  People 
wish  to  be  liked, 
not  endured. 
Bertrand  Russell 


Duty  largely  consists 
of  pretending  that  the 
trivial  is  critical. 
John  Fowles 


Duty:  That  which 
sternly  impels  us 
in  the  direction  of 
profit,  along  the 
line  of  desire. 
Ambrose  Bierce 


No  one  is  bound  by 
any  obligation  unless 
it  has  first  been 
freely  accepted. 
Ugo  Betti 


A  Text  .  .  . 

For  the  eyes  of  the 
Lord  run  to  and  fro 
throughout  the  whole 
earth,  to  show  him- 
self strong  in  t>ehalf 
of  them  whose  heart 
is  perfect  toward  him. 
-II  Chronicles  16:9 

Sent  in  by  John  Kloet, 
Boynton  Beach,  Fla. 
What's  your  favorite  text? 
Forbes  Book  of  Quotations: 
Thoughts  on  the 
Business  of  Life  is  given  to 
senders  of  Bible  texts  used. 

More  than  14,000  "Thoughts," 
arranged  alphabetically  by  subject, 
are  available  in  a  900-page 
one-volume  deluxe  edition, 
Forbes  Book  of  Quotations: 
Thoughts  on  the  Business  of  Life. 
The  price  is  $40  plus  $3.50  ship- 
ping and  $1  per  item  for  handling 
(add  applicable  sales  tax). 
To  order,  please  call  toll-free, 
1-80OS7&6556. 
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LIBRARY 


FOR    MEN 

The   new   men's   fragrance   from   CHANEL 


DILLARD'S 


leal  men.   Real  allure 

assion   is  a   key  ingredient. 


Hotelier 

New  York/Los  Angeles 


Ta  brochure  and  a  jeweler 


neares,  you  call  L-free  1-8*.„oNOra.  hrtp.,, 


foson's 

Kentucky    Kansas    Flonda 
635-4770 
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FORMERLY   A   MILITARY   SECRET. 


--linn]; 


OFFICINE  PANERAI 


Where    ideas   come   to   life. 


ALIAN    DESIGN    EXCELLENCE    AND    SWISS    TECHNOLOGICAL    EXPERTISE 

OVEMENT.  CASE  and  bezel  in  stainless  steel,  water-resistant 

TIFICATE    ISSUED    BY    THE    C.O.S.C    (CONTROLE    OFFICIEL 

■  ICTLY   LIMITED   TO    1.500    UNITS.    PANERAI    LUMINOR      f\ 


GIVE  TIME   UNRIVALED  FORM  AND  FUNCTION.   HAND-WOUND  MECHANICAL 
^TO    A    DEPTH     OF    300     METERS     (985     FEET).     WITH     CHRONOMETER 

►    *\  des  chronometres).  world  production  for  1998 

Marina  -  for  men  who  appreciate  the  difference. 


PRINCESS  JEWELS  COLLECTION 
310  NORTH   RODEO  DRIVE,   BEVERLY  HILLS,  CALIFORNIA  (310)  276-5556 


Ermenegildo  Zegna 


New  York   Beverly  Hills   Chicago   Boston   Bal  Harbour   Costa  Mesa   Vancouver   (888)  88ZEGNA 

iarneys  New  York   Bergdorf  Goodman   Boyds   Kilgore  Trout   Larrimors   Mitchells   Neiman  Marcus   M.  Penner 
'  ik  Hall   Pockets   Richards   Harry  Rosen  Toronto   Rutaenstein  Bros.    Saks  Fifth  Avenue   Ultimo   Wilkes  Bashford 

http://www.zegnaermenegildo.com 


MIKIMOTQ 


NEW    YORK         SOUTH    COAST    PLAZA  IHk^O         I  ON  DON         PARIS  TOLL     FREE       1     888    701     2323 


Goddess  I  &  tl 


^on  staffing: 
0/13  crew  member  per  every  CU/lt 


is 


Indulgent.  Luxurious.  Intimate.  Exclusive.  Experience  the  Caribbean, 

the  Mediterranean  or  the  Orient  aboard  Sea  Goddess  I  and  II  in  ways  never  before 

dreamt  of.  What  else  would  you  expect  from  the  ships  the  1998  Berlitz®  Guide  to 

Cruising  hails  as  #1  in  the  world.  For  further  details,  contact  your  Travel  Counselor. 

Or  call  1 -800-7 -CUNARD  and  mention  Cunard  Code-0484. 

Visit  us  at  www.cunardline.com 


Where  else  in  the  world.™  C  U  N  AR  D 


CANALI 


GUCCI 

timepieces 

alpha  omega     moray's  jewelers     lenox  jewelers     radcliffe  jewelers     kenjo     orr's  jewelers 


Louis     Vuitton.     Monogram     Vernis 


New  York      Beverly  Hills      Asoen      Atlnntn      fto/  u~,u  cl  n 

Denver      Fairia*  Square      Houston      Ki     '  oI  P '„',£      Las  v*"'      ?°CO/°'°n  B°S'°"      C— '      Cn.caao      Do„0! 

Riverside  Square     Son  D,ego     Son  Fronascc      V     ,W   ,  9°t       L°S  A°9e'eS  M°°h°^<     Miami      Palm  Beach 

5o/d  exc/us/ve/y  in  [ouis  VWfon  shoos  &  select  rjpnn,im.»i  ,,  , 

ops  &  select  deportment  stores  in  mo,or  c.Hes  in  North  &  Latm  America     I  800  285  2 


LOUIS  VUITTON 


Baignoire"  Watch 

18K  white  gold. 


ATLANTA  BAL  HARBOUR  BEVERLY  HILLS  BOCA  RATON  BOSTON  CHEVY  CHASE  CHICAGO  DALLAS  HONOLULU 
HOUSTON  LAS  VEGAS  MONTREAL  NEW  YORK  PALM  BEACH  SAN  DIEGO  SAN  FRANCISCO  SEATTLE  SOUTH  COAST  PLAZA 
ST  LOUIS     TORONTO     TROY     VANCOUVER     ARUBA     FREEPORT     NASSAU     SAN  JUAN     ST   BARTHELEMY     ST   MARTIN     ST.  THOMAS 

For  a  copy  ol  our  catalog,  call  1-800-CARTIER 


The  Pleasure 

of  Perfection 


Invisible  Set  Ruby 
and  Diamond  Brooch 


.. 


Van  Cleef  &  Arpels 

NEW  YORK  744  FIFTH  AVENUE 

PALM  BEACH.  BEVERLY  HILLS,  HONOLULU,  PARIS,  CANNES,  MONTE-CARLQ  LONDON  GENEVA,  TOKYO,  HONG  KONG  1800)  VCA-5797 


Palm  III 

The  fastest  way 
to  simplify  your 
hectic  life  and 
get  totally 
organized. 
Features  2mb 
Ram,  datebook, 
address  book, 
to-do  lists, 
memo  pad, 
internet-ready, 
infrared,  flip- 
open  cover, 
369.00. 


Links  of  London 

Executive  decision  maker  in 
sterling  silver,  100.00. 


Troika 

Two  pairs  of  chopsticks  with  nickel-plated 
tips,  55.00. 


Tateosstan  London 

Globe  cuff  link  set  in  sterling  silver, 
300.00. 


In  The  Men's  Store  on  1 .  59th  Street.  And  selected  stores.  To  order  call  1  -800-555-SHOP  item  reference  #M480. 9.00  delivery  fee,  allow  two  weeks  lor  delivery. 
For  personal  shopping  assistance,  call  At  His  Service.  212-705-3030. 


Capturing  the  spirit  of  the  age 


Jl  ersonality.  Poised  and  self-assured,  its  face  and  shape  capture 
to  perfection  the  spirit  of  the  age.  Inside  its  white  or  yellow  gold 
body,  a  selfwinding  movement  beats  steadily  and  dependably. 
Vacheron  Constantin.  In  tune  with  the  times  since  1755. 


VACHERON  CONSTANTIN 

The  worlds  oldest  watch  manufacturer 
Geneva,  since  1755 

FOR  INFORMATION  CALL  877-862-7555 
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Introducing  The  Codiva  Of  Cookies. 

They  make  other  cookies  seem  like  child's  play.  Five  blissful  biscuits.  All  lavished  with  chocolate. 
ach  one  irresistible  in  its  own  unique  way.  At  Godiva  boutiques  or  finer  department  stores.  Stop  in  or  call  1 800  9  CODIVA  for  store  loc< 

Or  visit  us  at  www.GODIVA.com.  Or  Godiva@AOL. 


New  York 


Paris 


Biscuits 


Tokyo 


Brussels 
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Now,   E-Mailing  the  Sights  and  Sounds  of  Your  Life 
Has  Never  Been  Easier. 


IBHISIffl 


NEW  MVC-FD81 


XGA  Resolution  C1024x7BB] 
Voice  Memo  Mode 

MPEG   Movie  Mode 


4» 


•E-Mail  Mode  "Whole  Disk  Copying  •Quick  Access  2x  Floppy  Disk  Drive 
•3x  Optical  Zoom  »2.5"  Color  LCD  With  Solar  Window™  Panel 
•Compatible  With  Virtually  Any  Computer'  "Built-in  Intelligent  Flash 
•Free  One-Year  Membership*  to  Sony's  ImageStation5"  on  PhotoNet* 


It's  As   Easy  As  A 


Floppy" 


www.sony.com/mavica     http://irnagestation.sony.com 

1 998  Sony  Electronics  Inc  All  rights  reserved.  Reproduction  in  whole  or  in  part  without  written  permission  is  prohibited.  Sony,  Mavica,  Solar  Window,  and  It's  As  Easy  As  A  Floppy  are  trademarks  of  Sony 
PhotoNet  Is  a  registered  trademark  of  PictureVision.  "Internet  access  required,  not  included.  A  $1 9.95  value.  Must  redeem  by  8/1/99.  ImageStation  is  a  service  mark  of  Sony  Electronics  Inc. 
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NEW  ENGLAND 


CUSTOM    BOOTMAKERS    SINCE    1884 


ALDEN   SHOE    COMPANY      1-800-325-4252 

1  Taunton  Street,  Middleborough,  MA  02346  Please  call  for  brochure  and  store  listing. 


During  WWII,  Admiral  King,  Chief  of  Naval  Operations  and  his  wife  always  stayed  at  The  Warwick  when 
visiting  New  York,  even  though  the  hotel  was  not  on  the  War  Department's  approved  list.  Asked  why  he 
always  insisted  on  The  Warwick,  King  replied:  "There  are  certain  areas  where  my  wife  overrules  t  A  ^ 
the  War  Department,  and  this  is  certainly  one  of  them."  And  justly  so.  Built  by  fWjk 

William  Randolph  Hearst,  out  of  love  for  a  woman,  the  hotel  remains  true  to  its       ■■■^  i^L* 

traditions:  attention  to  detail,  discreet  and  personal  service  and  above  all  a  respect  for    *MPQ|  W^d% 
the  individuality  of  each  guest.  There  are  now  33  Warwick  hotels  around  the  world. 

Hivw.warHickhotels.com  1-800-203-3232  A  '' l1,1^^"' 

IK  WO  •  SWITZERLAND  •  I  SA*GREA1  BRITAIN*  BELCH  M  •  1 1  \\\  •  \l  «  ZEALAND*  SOI  fH  AFRICA  •  FIJI  ISLANDS 
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Invented  for  you 


l  Iter  refinement  of 
proportion  and  finish  gives  tlx' 
Breguet  style  timeless  appeal  I  lie  delicate 
band-  it  orked  gu  illocbe 
engraving  on  the  dial 
MB  introduced  by 
Breguet  around  l"S6 
and  requires  a  level  of 
artistry  rarer  mm 
than  ever 


''""IF 


totally  Swiss  today. 
the  Breguet  watch  has 
strong  romantic  links 
With  Paris,  where  the  firm 
was  founded  in  1775- 
The  archives,  unique 
in  their  completeness, 
are  conserved  in  the 
I'/ace  Vendome 


A 


Breguet  watch  has  a  unique  respon- 
sibility; it  comes  to  you  carrying  the 
name  of  Abraham-Louis  Breguet,  the 
greatest  watchmaker  ever  known.  You 
will  recognise  it  by  the  legendary 
"Breguet"  hands,  the  shimmering 
guilloche  dial,  and  the  finely  fluted 
case  band  that  give  your  Breguet  its 
strong  character.  Most  important,  it 
will  house  a  hand-finished  movement, 
as  inimitable  and  inventive  today  as  two 
hundred  years  ago.  Wear  it  with  pride, 
you  have  chosen  an  exceptional  watch. 


h^ycauiscte  (^/c/rt^yLec^s  £r/euse/ru' 


700  Fifth  Avenue 

Corner  55th  Street  •  New  York,  NY  10019 
(212)397-9000 


Whatever  else  can  be  said  about 

sex,  it  cannot  be  called  a  dignified 

performance. — Helen  Lawrenson 


The 


Martha  Stewart  may  hold  sway  over  legions,  but  she's  hardly  the  first  domestic   L 
goddess  to  tell  people  how  to  run  their  homes.  Cookbook  authors  of  the  i8thl  M 
and  19th  centuries  were  as  much  concerned  with  household  management  as. 
with  preparing  food.  In  The  Virginia  Housewife  (1824),  Mary  Randolph,  a  cousin  by  man 
riage  of  Thomas  Jefferson,  included  recipes  for  catfish  soup  and  stewed  sweet  potatoes  witr. 
directions  for  making  starch  and  boiling  bones  into  gelatin.  In  The  Modern  Households 
(1872),  author  Ross  Murray's  ruminations  on  potatoes  and  mushrooms  ran  along  with  tip: 
on  home  buying  and  scientific  discussions  of  heat,  light  and  water.  And  the  author  of  Th 
Complete  Family-Piece  (1737),  an  early  guide  to  country  living,  offered  fly  fishers  this  tip:  "There  is 
so  much  Trouble  in  preparing  and  making  artificial  Flies,  that  I  would  rather  recommend  thi 

The  Joy  Of  Cooking,  Circa  1800  S^S?'"^ 

Often  written  by  benevolent,  educated  women  hoping  to  show  the  poor  how  to  live  well,  antiquarian  cookbook- 
are  a  good  read  for  anyone  interested  in  social  history  or  kitchen  lore.  Philadelphia  Rare  Books  &  Manuscripts  ha.' 
many  antiquarian  cookbooks,  from  $ioo-$2,ooo;  (215)  744-6734,  or  view  an  illustrated  inventory  at  www.prbm.com 


RECENTLY,  HIGHLAND 
Park,  one  of  Scotland's 
oldest  distilleries,  threw 
a  200th  birthday  party 
at  its  island  home  of 
Orkney,  a  rugged  spot  in 
the  North  Sea.  The  fes- 
tivities included  a 
Scottish  ceilidh  (kay-lee) 
on  the  malting  floor, 
with  partying  into  the 
wee  hours. 

Most  of  the  cele- 
brants were  there  to 
taste  the  newly  "recov- 
ered" Highland  Park 
1958.  Expectations  were 
high  as  whisky  experts 
and  journalists — who'll 
go  anywhere  for  a  free 
drink — crowded  a  couple 
of  hogsheads  to  nose  the 
ancient  spirit.  We 
sniffed,  slurped,  savored 
;d  swallowed.  Then  we 
did  it  again,  forcing  a 


second  shift  of  tasters  to 
make  due  with  fumes. 

How'd  it  taste? 
Well... while  the  '58 
proved  rich  with 
honey  and 
heather,  it  seemed 
lacking  of  peat, 
smoke  and  oak.  Aging 
whisky  beyond  20 
years  can  be  risky, 
according  to  Bob 
Rothberg, 
director  of  the 
Scotch  Malt 
Whisky  Society 
of  America.  The 
whisky  extracts 
flavors  from  the 
barrel,  some- 
times unpleas- 
ant ones,  and 
inept  distillers 
often  end  up 
vath  aged  tur- 
pentine. 


"As  a  rule  of  thumb," 
notes  Rothberg,  "stick 
with  whisky  10  to  20 


years  old." 

That  noted,  if  you 
want  to  impress  your 
sipping  buddies,  High 
land  1958  will  soon 
available  in  the  U.S. 
in  a  limited  edition 
of  500  bottles — at 
$1,600  per.  For  les 
($100)  consider  th 
dazzling  Highland 
Park  Bicentenary 
Vintage  1977 
Reserve.  If  the  'J 
produced  the 
mere  essence  of 
Orkney  malt,  this 
baby  provides  a 
bold  imprint.  (High 
land  Park,  Holm 
Road,  Kirkwall, 
Orkney,  Scotland 
KW151SU,  Attn: 
HP  40-Year-Old.) 
— Jim  Gialamas 
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3irds  of  a  Feather 

HE  SKIES  ABOVE  PERRIS  VALLEY,  CALI- 
trnia,  will  be  aflutter  with  femininity 
ovember  6-8  as  120  parachutists  attempt 
>  set  a  new  all-women  skydive  record. 
'e  asked  Jan  Meyer,  a  software  developer 
ad  dive  organizer,  how  she  plans  to 
et  everyone  to  hold  hands  at  10,000  feet. 
"Record  dives  aren't  something  you  do  in 
ae  jump,"  says  Meyer,  who's  scheduled 
,5  attempts  over  three  days  to  break  the 
urrent  all- woman  record  of  100.  Before 
oarding  the  planes,  jumpers  run  through 
dirt  dives"  to  practice  grips.  The  formation, 
ailed  a  "Big  Way,"  is  a  series  of  concentric 
ircles,  with  an  interior  "base  circle"  of  20. 
Five  planes  will  carry  the  jumpers  up  to  18,000 
jet,  including  a  Skyvan,  three  twin-engine  Super 
'tters,  and  a  lead  Casa.  Plunging  earthward 
t  120  m.p.h — or  five  seconds  per  1,000  feet — the 
ivers  will  have  about  80  seconds  of  free  fall 
o  complete  the  formation.  Everyone  has  to  hold 
n  simultaneously  for  three  seconds.  "All  it  takes 
s  one  loose  hand  to  blow  the  record,"  says  Meyer. 
On  the  ground,  judges  will  review  video  shot 
y  three  divers  with  helmet-mounted  cameras.  The 


current  mixed-gender  record  is  246,  set  above 
Ottawa,  Illinois,  earlier  this  year.  Why  is  it  so  dif- 
ficult to  get  120  women  hooked  up?  "Only  10%-15% 
of  skydivers  are  women,"  explains  Meyer.  "When 
you  add  work  conflicts  and  pregnancies,  there 
aren't  that  many  qualified  jumpers  to  work  with." 
•  And  how  do  women  jumpers  celebrate  a  new 
world  record?  "We  drink  lots  of  beer."  Perris 
Valley  Skydiving,  (909)  657-3904;  www.makeithap- 
pen.com/wwrr. 


HAPPY  CAMPERS,  HAPPY  PARENTS 


Now  is  the  time  to  figure  how  to 
get  your  kid  out  of  the  house  next 
summer.  With  over  n,ooo  camps 
available — and  the  cushiest  running  $6,ooo 
for  eight  weeks — it's  not  a  decision  to  be 
jmade  haphazardly.  Each  year  Tips'  on 
Trips  8c  Camps  vets  400  of  the  choicest 
summer  programs,  from  camps  for 
youngsters  to  internships  and  adventure 
[trips  for  teens.  Besides  acting  as  a  referral 
service,  TOT&C's  15  counselors  actually 
spend  time  helping  parents  find  the  per- 


fect fit  for  their  progeny — and  they  place 
over  2,000  campers  a  year. 

Where  do  parents  go  wrong?  'With 
teenagers,"  says  Eve  Eifler,  TOT&C's  co- 
director,  "they  may  want  their  kids  in  a 
community  service  program,  but  those 
can  be  rigorous,  and  unless  a  teenager 
buys  into  it  they'll  have  a  tough  time."  A 
•good  compromise  might  be  a  sailing 
program.  "They'll  learn  navigation,  lead- 
ership skills,  and  kids  think  it's  sexy." 
TOT&C  is  a  free  service;  (800)  519-8477. 
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FIREWOOD  AFICIONADO 


Planning  a  winter  dinner  does  not 
end  with  the  menu  or  the  guest 
list.  Connoisseurs  always  consider 
the  wood  for  their  fires. 

You  can  specialize  in  your  favorite 
firewood  or  impress  with  a  blend  of 
woods.  Birch  or  white  pine  to  start  the 
fire,  something  heavier  or  with  greater 
fuel  value  for  a  longer  lasting  burn.  Man- 
grove and  lignum  vitae  rate  high  on  fuel 
value.  Giant  sequoia  ranks  near  the  bot- 
tom of  over  400  woods  in  America.  The 
best  of  the  common  firewoods  weigh 
around  40  pounds  per  cubic  foot  and  have 
an  ash  content  of  about  one  percent.  You 
can  always  import  some  exotic  wood  as  a 
conversation  piece:  scented  sandal- 


wood from  India  perhaps. 

Gnarled,  old  apple  wood  is  the  best. 
It  doesn't  stack  neatly,  but  it  looks  the 
way  wood  from  your  forest  or  orchard 
should.  It  burns  cleanly,  brighdy  and  ever 
so  serenely,  filling  the  room  with  a  del- 
icate fragrance  once  known,  never  for- 
gotten. The  writer  Henry  Van  Dyke 
(1852-1933)  once  described  such  a  fire: 

"The  flames  bloom  softly  over  the 
logs;  they  play  around  them  and  dance 
above  them  with  shifting  colors  of  canary 
yellow,  and  pale  blue,  and  saffron;  they 
send  up  wavering  pennons  of  pure  gold- 
en light,  which  sink  down  again  into 
fringes  of  mellow  radiance." 

Almost  as  important  is  the  ash. 
Apple  wood's  clean,  white  ash  is 
the  supreme  ornament  of  the  well- 
kept  fireplace.  The  well-tended  and 
combed  ash  bank  honors  the 
household   and  boasts   of 
the  examined  life.  Afic- 
ionados carry  sacks  of  apple 
ash  between  their  winter  and 
summer  homes.  In  1912  New 
England  my  grandmother's 
most  prized  wedding  pre- 
sent was  a  sack  of  apple  ash 
to  start  the  family  hearth. 
— George  G.  Herrick 
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.Good 


A  BONEFISH  CAN  STRAIN 

12,000-15,000  rpms  out 
of  a  conventional  fly 
reel,  producing  heat  and 
friction  which  will 
burn  up  a  drag. 
Now?,  Orvis's 
new  large  arbor 
reels  cut  rpms 
by  up  to  two- 
thirds,  playing  out 
line  in  large  coils 
rather  than  small  loops.: 

The  reel  is  made  of 
corrosion-proof  anodized 
airplane  aluminum. 
features  a  self-lubricat 
ing  cork,  roulon  drag 
system  and  an  exquis- 
itely sensitive  drag  ad- 
justment. The  angler 
can  switch  spools  easily 
without  using  tools. 
Conies  in  five  sizes,  smal 
enough  for  trout  and 
big  enough  for... any- 
thing. Available  January 
1;  $475-$995,  depending! 
on  line — and  quarry — 
size;  (800)  548-9548. 


Just  Don't  Try  Tap  Dancing  In  Them 


As  FAR  AS  THE  AVERAGE 

post-Pleistocene  North 
American  is  concerned, 
snowshoes  are  worn 
by  lonely  guys  who  set 
fur  traps  for  a  living.  But 
Granddad's  snow- 
shoes  of  rawhide 


and  wood  have  been 
replaced  by  a  new  gener- 
ation made  from  space- 
age  materials  such  as 
aircraft-grade  aluminum, 
titanium,  Hypalon 
and  neoprene.  They're 
lightweight,  nearly 
indestructible,  and  flying 
off  the  shelves:  ac- 
cording to  Snow- 
sports  Industries 
America,  ski 
shop  snowshoe 
sales  rose 


from  29,000  in  iqqb-qj 
to  112,000  in  i997-'98. 

There's  almost 
nowhere  the  adventurous 
snowshoer  can't  go — 
rough  terrain  inaccessible 
to  hikers  and  cross- 
country skiers  is  no  prob- 
lem. There  are  even 
snowshoes  specifically 
for  running  (like  these 
Criteriums,  by  Tubbs), 
sparing  winter  joggers 
the  indignity  of  the 
treadmill.  Races  are  pop- 


ping up  all  over,  like  the 
Beargrease  Snowshoe 
Championships  in 
Duluth,  Minnesota,  and 
the  20K  Woodchuck 
Shuffle  in  Gabriels, 
New  York.  Best  of  all, 
they're  safe.  Tom  Sobal, 
who  took  last  year's 
Woodchuck  in  just  1:18, 
calls  snowshoeing 
"the  only  winter  sport 
that  doesn't  depend 
on  slipping  and  sliding." 
Tubbs  Snowshoes, 
$8o-$27$;  (800)  882-2748, 
tubbssnowshoes.  com. 
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your     is  open 


An  outlet  store  in  your  home 

(no  numbly  required) 


$3.95  flat  rate  shipping 


40  million  locations 

In  the  U.S.  alone 


Your  personal  catalog 

Pick  your  sizes  and  favorite  designers 


nun*  •  in  n*ti  niniW*  *n  it  slut 


S.OTKI  Sfttctwt  SfvnfS  Comtfliflnct  Security  Name  8rands 


i.        /.    <> 


H^ 


24  hours 
a  day 


Trends,  tips 
and  fashion 
advice 


ntsandshorts 

outerwear 

andmuchmore 


flypaper      customers.  •>•     advancedswch     shoppinecdu      companyimo      Irwin      myaccount 


Much  better 
than  a  print 
catalog 


More  top 
designers 
than  the 
Hamptons 


savings  of  25%  to  75% 


Nocwds  No  traffic  No  hassles 


Money  Back  guarantee 


Best  search  system 
since  Lassie 


Superior  security 


Cha-ching! 


jju  can  attract  more  flies  with  honey  than  vinegar 
ersonally,  we  recommend  savings  and  selection.  Bluefly.com  is  your 
vn  personal  outlet  store  where  you  can  shop  for  name  brand  and  top  designer  clothing 
om  the  comfort  of  your  own  home  or  the  convenience  of  your  office 
luefly  is  now  open.  And  this  fly  never  closes. 


blue  .com-ifs wear 


Bluefly.com  is  brought  to  you  by  Pivot  Rules,  Inc.,  a  NASDAQ  SmallCap  Company:  PVTR,  PVTRW.  'Pivot  Rules  1998 
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What  to  give  someone  who  loves  to  shop?  An  excuse 
to  do  more  of  the  same.  As  of  November  15,  Chanel,  will 
be  offering  this  sleek  little  Electronic  Gift  Card — es- 
sentially an  American  Express  card  dressed 
up  by  iiber  designer  Karl  Lagerfeld. 
It  can  be  credited  with  amounts  of  $25  or  more 
(a  lot  more,  if  you  know  what's  good  for  you),  has 
no  expiration  date,  and  is  accepted  at  all  Chanel 
boutiques  in  the  United  States.  A  word  of  warning: 
it's  also  reusable.  To  order,  call  (800)  550-0005. 


The  Keith  Richards  Of  Fannie  Mae 


Plenty  of  baby-boomer  executives 
can  still  pick  out  Blackbird  on  the 
guitar.  But  the  dean  of  corporate 
guitarists  must  be  Lawrence  Small,  the 
57-year-old  president  of  Fannie  Mae. 

As  a  freshman  at  Brown  39  years  ago, 
Small  became  infatuated  when  he  over- 
heard a  recording  of  flamenco  guitar  in 
his  dorm.  An  urge  to  become  "the  world's 
greatest  flamenco  guitarist"  led  to  two 
years  of  study,  including  one  with  the 
gypsies  in  Spain.  He  then  took  stock  of 
his  prospects.  "The  top  ten  flamenco  gui- 
tarists were  all  ethnic  gypsies  who'd  hit 
the  stage  before  they  were  12;  all  were 
under  five-foot-seven,  had  black  hair  and 
at  least  one  gold  tooth;  two  were  lit- 
erate and  three  were  making  a 
living,"  he  recalls.  "What  were 
the  chances  for  a  six-foot  three- 
inch  blond  from  New  York?" 

Small  never  lost  interest, 
though.  As  vice-chairman 
of  CitiCorp  in  the  1980s, 
he'd  haul  his  guitar  on 
the  corporate  jet  and 
play  Paganini  caprices  at 
17,000  feet.  He  still  prac 
tices  a  half-hour  every  day, 
plucking   lightning-fast  fal- 
setas — Spanish  for  "licks" — on 
his  four  guitars,  including  a 
1963  Ramirez  and  a  Godin 
electric  classical.  He's  even 
studied  heavy-metal  to  help 
him  play  classical  violin 
pieces  on  the  electric. 
"What  I  learned  from 
that  is  the  broader  you 
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allow  yourself  to  be  with  music,  the  more 
fulfilling  it  is." 

For  struggling  guitarists,  Small  rec- 
ommends the  Hot  Licks  video  instruction 
series,  which  helped  his  son  learn  rock 
and  blues  (Music  Dispatch,  (800)  637-2852). 
He  also  likes  the  Optek  Smart- 
LIGHT  Guitar,  which  displays 
finger  positions  on  a  iighted  fret- 
board.  (Optek  Music  Systems,  (800) 
833-8306).  His  all-time  favorite  toy 
is  the  Riff  Master,  a  digital  device  which 
slows  recorded  music  without  altering 
the  octaves.  "I've  used  it  to  figure  out 
falsetas  I've  been  struggling 
with  for  30  years."  (Out 
of  production;  try  the 
Reed  Kotler  TR  1000, 
$169,  from  Midi  Classics, 
(800)  787-6434.) 


•  Here's  a  beauty 
to  contemplate  as  you 
lounge  in  the  tub: 
French  artist 
Catherine  Lorain 
created  La  Baigneuse 
(the  Bather)  using 
pate  de  verre — "paste 
of  glass" — a  casting  of 
crushed  and  melted 
crystals  hand  polished 
to  a  glorious  shine. 
10" tall,  in  a  limited  edition! 
of 230;  $3,400,  from 
the  Keith  Lipert  Gallery,  \ 
Washington,  DC; 
(800)  850-3112. 


•  Does  jog- 
ging with  a 
portable  CD  player 
make  your  music  sound] 
like  a  deejay  scratch-oftq 
Panasonic's  SL-SX300 
features  an  anti-shock 
function  that  reads  and 
stores  audio  data  for  up 
to  ten  seconds,  so  inter- 
ruptions in  sound  can 
be  filled  with  data  from 
the  memory.  At  last,  a 
CD  player  you  can  drop  I 
with  nary  a  hiccup. 
For  under  $100  at  retail- 
ers nationwide. 

•  Think  of  the  Buster 
FoodCube  as  a  Rubies 
Cube  for  the  bow- 
wow set.  Dogs  smell 
the  food  inside,  but 
have  to  nose  the  cube 
around  to  get  it 
out.  Kibble  has  never 

been  so  much  fun.  $17, 

from  Our  Pets; 

for  retailers:  (800) 
565-BOWL.  • 
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t  tipper'  automatic 


1  meless  Precision. 


HERMES 

PARIS 


Kick  derriere. 


It  is  the  most  powerful  luxury  SUV  on  the  continent.  It  parrp  :  seven  passengers  in  three  rows  of  leather-trimmed  seats.  While  it  tows 
8,100  pounds.  Over  a  mountain.  With  an  attitude.  Call  1 800  •'.  ww.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  c  | 


Lincoln  Navigator.  What  a  luxury  [ 


should  fc 


(but  enough  about  you) 

As  I  Was  Saying 
To  Henry  Kissinger.. 

By  Christopher  Buckley 


a 


I"  IS  NO  SECRET  THAT  THE  LATE  STEPHEN 

jotter  (1900-69),  author  of  the  superb  and 
pse  Upmanship  series,  and  I  were  very  close. 
Ilany  letters  have  been  received  here  asking 
pr  advice  with  respect  to  the  game — some 
[ould  say  art — of  Name  Dropping.  In  the 
pirit  of  the  immortal  Potter,  now  eternally 
up"  in  the  celestial  firmament,  we  offer  the 
pllowing  guidelines  in  the  hopes  the  reader 
rill  find  them  useful. 

The  SURNAME  Drop 

I  he  most  frequently  asked  question  con- 
ems  when  to  dispense  with  the  last  name 
then  dropping  the  name.  The  surest 
ign  of  the  amateur  dropper  is 
ne  Superfluous  Surname  Gambit. 
Classically:  /  ran  into  Warren 
\eatty  and  Jack  Nicholson. 

Many  a  gambit  has  come  to 
rief  this  way.  Contrast  with 
he  much  cleaner  /  ran  . 

ntd  Warren  and  Jack.       CO*^> 
See  the  Counter  Warren 
jambit,  below.)  Note 
hat  the  Surname  Drop 
hould  only  be  employed 
vhen  the  given  name  is  i 

stinctive. 

The  COUNTER  - 
SURNAME  Drop 

ur  friend  B.  Conrad,  of  San 
rancisco,  is  an  aficionado  of  this 

echnique. 
So  you  call  him  David?  I've 

'mown  him  for  20  years  now.  We're 


close  as  can  be,  but  I  still  call  him  Mr.  Rock- 
efeller. Maybe  Tm  old-fashioned,  but  this  first- 
name  stuff  these  days  drives  me  batty. 


How  to  be  one 
up  at  the  royal 


The  counter-warren  Gambit      and  ancient 

J.  Tierney,  of  New  York,  New  York,  intro- 
duced this  one  memorably  at  a  dinner  party. 
The  guest,  himself  adept  at  the  Surname 
Drop,  had  been  going  on  at  length  about 
his  great  pal,  Warren.  Tierney  let  him  ex- 
haust himself,  then  suavely  countered:  Oh, 
you  mean  the  actor. 

"Actor"  was  pronounced  disparaging- 
ly, as  in  "pig-farmer."  This  was  swiftly 


game  of  Name 
Dropping. 
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followed  with:  I  assumed  you  meant 
Warren  Buffett. 

While  the  guest  was  fumbling, 
Tierney  finished  him  off  with:  I  wish 
I  had  more  time  for  things  like  movies. 

Grandmaster  Tierney  will  be  fa- 
miliar to  our  readers  as  the  inventor 
of  the  famous  Out-Box  Ploy-  The 
dinner  guest  is  steered  into  Tierney's 
study  on  some  pretext.  Lying  in  the 
Out  tray  on  his  desk  is  an  8-by-n- 
inch  glossy  photo  of  himself,  signed 
in  large  lettering:  To  Bill  Gates, 
Glad  I  could  help. — JT. 

Alternately:  To  Winona  Ryder, 
With  deepest  affection — JT. 

FORMERLY 
Of  BENEFIT  (FOB) 

The  second  most  frequent  error  is 
dropping  the  wrong  name.  S.  Blu- 
menthal,  of  Washington,  D.C.,  re- 
cently got  himself  into  a  big  tub  of 
hot  water  by  announcing  in  a  crowded 
restaurant  that  he  is  a  close  friend  of 
President  Clinton.  This  earned  him 
multiple  subpoenas  and  legal  bills 


into  the  tens  of  thousands  of  dollars. 
He  was  last  seen  traveling  in  Europe 
incognito. 

Consult  your  local  newspapers  for 
guidance. 

FOR  (FRIEND  of  KENNEDYS) 

Currently  under  review.  Once  the  ne 
plus  ultra  of  Name  Dropping,  this 
category  has  become  problematic. 
In  general,  probably  best  to  avoid, 
pending  a  final  ruling  by  the  commit- 
tee. But  it  is  sometimes  unavoidable. 
Some  guidelines: 


borrowing  T-shirts  from  me.  Whati 
he  do  with  them? 

Unsafe 

— I  used  to  hang  out  with  the  Skak 
kids  back  in  the  'jos.  Boy,  did  we  do  son\ 
wild  stuff. 

ROYALS 

In  America,  caution  must  be  exeiJ 
cised  while  royal  name  dropping.  Tkl 
correct  stance  is  that  while  one  is  dt| 
lighted  to  be  on  intimate  terms  wit 
the  royal  families  of  Europe,  one  i 


Idoritknow  why  JFK,  Jr.  is  going  around 

bare-chested.  He's  constantly  borrowing 

T-shirts  from  me.  What  does  he  do  with  them\ 


Safe 

— Don't  you  just  adore  Arnold  and 
Maria?  (See  Surname  Drop,  above.) 
- — I  don't  know  why  John  is  going 
around  bare-chested.  He's  constantly 


fiercely  proud  of  the  Revolutioit 
Valley  Forge,  Bill  of  Rights,  etc.  Th 
republican  imperative  can  be  used  ti 
advantage.  A  variation  of  it,  the  Cor 
fused  Commoner  Gambit,  has  bee 


First  Encounters 
by  Davidoff 


Grant  was  in  his  first  term  as 

president,  dressed  in  a  linen 

duster  splattered  with  ink  when  he 

was  introduced  to  Mark  Twain. 
Twain,  famous  for  his  verbal  agility, 
was  strangely  silent.  Perhaps  a  bit 
intimidated  by  the  steely  gaze  of 

this  ex-military  man,  their  first 

encounter  was  all  smoke  and  no 

fire.  Ten  years  later,  at  a  Chicago 

banguet  for  Grant,  they  met 

again.  Twain  still  embarrassed 

by  their  first  face  to  face,  was 

astonished.  Grant  not  only 

remembered  him,  but  had 

replaced  his  steely  eyed  gaze  with 

a  bit  of  a  twinkle.  Both  voracious 

smokers,  a  friendship  was  born  in 

the  ashes  of  a  great  cigar. 

FOR  MORE  INFORMATION  AND  YOUR 

NEAREST  RETAILER  CALL  1-800-328-4365  OR  VISIT 

OUR  WEBSITE  AT  www.davidoffusa.com 


1869  -  Ulysses  S  Grant  Mark  Twain  and  fine  cigars 


For  those  obsessed 
with  quality. 


\ — - l\ 

GENEVA  BRUS31S  AMSTERDAM  LONDON  SAO PAUO. MONTREAL  T^f^YCIRK.PANAMAClTYMEWCOCTrY  BEVERLY  t*LS  TOKYO  SFOUL  RfUMG  SNGAPORE  HONGKONG  KUALA  LUMPUR, BANGKOK. MOSCOW, BERUN.  ZURICH 
535MADISON  AVENUE  NEW  YORK  -23?  VIA  RODEO  NORTH  RODEO  DRIVE  HI     i  CATALOGUE  ORDERS,  SOO  3?8  4365  CORPORATE  ACCOUNTS,  800  353-0061 


St.  Francis  -  loved  by 
all  Gods  creatures* 

(Including  wine  critics.) 


"  i 


h 


"Master  of  Merlot.  It's  hard  to  beat  St.  Francis  in  Sonoma  year  in  and  year  out" 


Wine  Spectator,  9/15/97 

"This  intense,  ripe,  full -bodied  wine  possesses  explosive  richness,  lavish  pain  grille  notes,  low  acidity,  and 
a  heady,  lusty,  super-long  finish.  This  is  a  Cabernet  to  be  drunk  with  the  stereo  at  high  volume.  91" 

Robert  Parker  jr., The  Wine  Advocate 

"Blockbuster  ZinfandeL  For  wine  lovers  who  enjoy  mouth  staining  teeth  coatingfull-bodied,  behemoth  Zinfandels." 

Robert  Parker  jr.,  Food  &  Wine 


"Excellent  Chardonnay.  Deep  gold 
color;  rich,  spicy,  somewhat  tropical 
nose,  lush  spiced-pear  and  toasted 
almond  flavors;  fine  counterbalanc- 
ing acidity;  clean  elegant  finish." 

Quarterly  Review  of  Wines 


TOP  REGIONAL 
WINERY  OF  1997 

Wine  &.'  Spirits 


"I  really  wish  that  brother  hadnt  turned 
Althorp  into  a  petting  zoo. 
Charging  the  masses  ten  pounds  just  to  view 
the  grave.  Honestly....  ** 


used  with  effect  by  R.  Atkinson,  a 
British  subject.  He  lets  it  slip  that  he 
has  just  spent  some  quality  time  with 
the  Prince  of  Wales.  Then  he  adds: 

One  minute  you're  calling  him  'Sir', 
and  the  next,  you're  stuffing  a  crumpet 
down  his  trousers. 

This  can  be  adapted  to  American 
usage.  P.  Cooke  of  Lakeville,  Con- 
necticut, gets  the  ball  rolling  by  serv- 
ing his  guests  Pimm's  Cups,  then 
shrugs: 

It's  one  thing  not  to  bow.  It  is 
our  American  birthright.  But  even 
though  he's  asked  me  to — repeat- 
edly— I  just  can't  bring  myself  to 
call  him  Charles. 

A  more  modest  approach  is  to 
steer  the  conversation  toward  an 
apparently  unrelated  topic,  such  as 
tanning  lotions,  and  then  to  casually 
announce: 

The  Queen  Mother  has  the  most  re- 
markable skin. 

This  can  be  followed  with:  And 
just  between  us,  is  thejolliest  of  the  lot. 

Immediately  rebuke  yourself  for 
having  said  this,  and  intimate  in  the 
strongest  terms  that  you  do  not  want 
the  remark  quoted  in  the  newspaper, 
especially  since  Ascot  is  fast  approach- 
ing. Finish  with: 

It  would  make  things  in  the  Royal 
Enclosure  damned  awkward. 

The  POSTHUMOUS  Drop 

Safest  of  all,  since  chances  of  contra- 
diction or  being  challenged  are  min- 
imized. R.  Clements,  of  East  Blue 
Hill,  Maine,  uses  this  approach. 

RC  (looking  up  from  magazine, 
sighing  heavily):  Thank  God,  is  all  I 
can  say. 

Listener:  About  what? 

RC :  That  it  never  got  out  about  us. 
Miracle,  really. 


Listener:  About  who? 

RC  (distracted):  Oh,  nothing. 

At  this  point,  Clements  excuses 
himself,  leaving  the  magazine  opened 
to  an  article  about  Princess  Diana. 

RC  (returning,  wiping  his  eyes  with 
tissue):  Can  I  fix  you 
another? 

Listener:  What 
did  you  mean  by  that? 


Listener's  inquiries  can  be  fol- 
lowed with  an  adamant  refusal  to  dis- 
cuss it  further.  A  few  minutes  later,! 
morosely  interject:  Couldn  't  see  a  thinn 
at  the  funeral.  I  was  directly  behindl 
Luciano  Pavarotti.  Just  my  luck. 

Other  ROYALS 

Many  novice  droppers  prefer  to  sta 
off  invoking  intimacy  with  lesser 
royalty.  There's  no  shame  involved 
but  notoriety  should  be  imputed  tol 
the  LR1  in  order  to  compensate  fori 
his/  her  obscurity.  T.  Wilder,  oil 
Bethesda,  Maryland,  an  advanced 
gamesmai 
began  by  using 
the   following 
technique. 
So,  have  yottl 


I  iu*+  C** 


4  Wn  **}^  to  «•«  U,  ^    7 


RC  (with  a  hint  of  defiance,  fighting 
back  tears):  Nothing.  I  shouldn't  have 
brought  it  up  in  the  first  place. 

Variation  openings: 

/  told  her  not  to  marry  in  the  first  place. 

It's  at  times  like  this  that  I  miss  her 
the  most. 

I  really  wish  that  brother  hadn't 
turned  Althorp  into  a  petting  zoo. 
Charging  the  masses  ten  pounds  just  to 
view  the  grave.  Honestly 

Followed  by: 

Of  course,  Tm  no  one  to  ask.  I  did  prac- 
tically live  therefor  a  while. 


spent  much  time  in  Umvig-GlumsteinA 

The  answer  being  reliably  no,  h<| 

proceeds: 

Well,  if  you  ever  get  there,  let  m  I 
know  and  Til  arrange  for  you  to  see  Schlos 
Schlitz.  For  my  money,  it's  far  mor\ 
dramatic  than  Mad  Ludwig's  desperat 
attempt  at  attention-getting,  and  yet  i 
manages  to  be  so — I  don 't  know — gem 
utlich  at  the  same  time.2 

Wilder  has  put  several  balls  in  pla;  I 
simultaneously:  his  own  access  to  th 


1 .  Lesser  Royal 

2.  If  he  suspects  that  the  listener  knows  a  few  words  ot  rudimei  | 
tan  German.  Wilder  employs  the  Teutonic  Escalator.  In  place  i 
gemutlxch.  substituting;  "...so — what  is  the  German  for  it'/jrH 
fltmmtrcbinztngespritzV  (chuckling  to  himself)  "Yes.  that's  i 
Parsifal,  Act  II,  scene  3..." 
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You  remember  his  Face,  Five  o'clock 

tooth  and  bone-crushinq  look  oF  aggressi 

on  the  SharpVision  64"  HDTV. 


Then  again,  with  the  amazing  clarity  of  the 
SharpVision  Rear  Projection  High  Definition 
Television  (HDTV),  any  face  is  going  to  be 
lard  to  forget.  Our  built-in  DTV  Decoder 
ind  64"  widescreen  give  you  incredible 
high  definition  resolution  for  all  digital 
jrogramming.  Even  traditional  broadcasts 
md  other  video  sources  like  DVD  will  look 
jetter  than  ever.  And  Dolby5  Digital  outputs 
irovide  for  a  whole  new  earth-shaking 
iimension  in  audio  reality.  Plus,  SharpVision 
IDTV  is  upgradeable,  ensuring  your  system 
tays  current  with  future  technologies.  But 
words  can't  begin  to  describe  SharpVision 
HDTV.  Visit  your  SharpVision  dealer  for  a 
demonstration.  And  discover  why  the  face 
)f  television  will  never  be  the  same. 

HAHPTISION 


Hv,  missing 
Dning  to  life 


QUAE  P  1 1  Q  I  D  M  Being  the  first  on  your  block  with  Digital  Television  *DTV)  is  excitin§- Which  is  why 
U  II A  II  I  U  I  U  N    you  need  Sharp  to  do  it  right.  After  all,  we've  been  your  home  theater  experts  for  years. 


T 


So  when  it  comes  to  DTV,  we  know  what's  important  to  you.  Like  being  able  to  choose 
from  a  wide  range  of  new  products  that  are  upgradeable,  ensuring  they  will  stay  current  with  future  technologies.  And  having 
knowledgeable  SharpVision  dealers,  trained  and  ready  to  offer  you  the  advice  and  support  you  need  when  you  need  it  - 
including  demonstrations,  service  and  home  installation.  So,  when  you're  ready  to  makathe  move  to  DTV,  go  with  the 
company  that's  ready  to  make  the  move  with  you.  Sharp. 


SharpVision  64"  Widescreen 
Rear  Projection  HDTV 


64LHP5000 

•Built-in  All-Format  ATSC  DTV  Decoder 

•Full  10801  High  Definition  Display 

•  Dual  NISC  Tuners  for  Twin-picture  POP 

•Built-in  NTSC  Line  Doubter  &  3D-YC  Digital  Comb  Filter 

•  Component  Video  Inputs  for  DVD 
•GUIDE  Plus+^  Gold  Program  Guide 

•  Expansion  Port  for  future  upgrades 


Questions? 


DTV  Decoder 


TU-DTV1000 

•All-Format  ATSC-Compliant  DTV  Decoder 

•3-Way  "Monitor  Matching"  Switch  provides 
full  10801  HDTV,  480P  or  4801  video  outputs 

•5.1  Dolby  Digital  AC-3  audio  decoding 

•  Digital  TV  Program  Guide 

•  Expansion  Port  for  future  upgrades 

•Compatible  with  all  SharpVision  LCD 
Front  Projectors 


SharpVision  Widescreen  DTV-Ready 
LCD  Front  Projector 

XV-ZW99 

•Both  16:9  and  4:3  aspect  ratios 

■480P/480I  compatibility 

•  Full  (16.7  million)  Color  Active  Matrix  TFT  LCD 

•NTSC  Line  Doubler 

•Advanced  Multi-image  PIP/POP 

•True  SVGA  resolution  for  direct  PC/Mac  connection 

LCD 

T 


What  is  DTV?   DTV,  or  Digital  Television,  is  a  new  digital  broadcast  standard  that  provides  vastly  improved  picture 
and  sound  quality.  High  Definition  Television  (HDTV),  the  highest  level  of  DTV,  delivers  up  to  1,080  scan  lines,  and  six  times  the 
resolution  of  today's  television  broadcasts.  DTV  also  delivers  widescreen  cinema-like  pictures  plus  5.1  channel  Dolby  Digital 
audio  creating  CD-quality  "surround  sound." 

When  will  I  be  able  to  see  DTV?  Network  stations  in  the  top  ten  markets  began  broadcasting  DTV  in  November.  By 
November  1999,  the  FCC  requires  that  the  next  twenty  largest  cities  join  them,  and  by  May  2002,  all  remaining  cities.  Cable  and 
satellite  providers  will  be  transmitting  DTV  in  the  near  future.  To  find  out  more  about  DTV  broadcasts  in  your  area,  check  our  web  site. 

What  equipment  do  I  need  to  see  DTV?   SharpVision  has  several  ways  you  can  enjoy  DTV.  We  offer  a  rear 
projection  64"  HDTV  with  16:9  aspect  ratio  screen,  that  allows  you  to  experience  true  10801  resolution.  Or  we  have  a  DTV  Decoder 
that  lets  you  receive  digital  programming  on  your  current  television  or  projection  system.  And  for  theater-like  widescreen  images 
also  in  a  16:9  aspect  ratio,  there's  the  SharpVision  DTV  480P  compatible  LCD  front  projector.  To  learn  more  about  which  product 
is  right  for  you,  visit  your  nearest  SharpVision  dealer  or  check  out  our  web  site. 

Where  can  I  learn  more  about  DTV?  Sharp  can  help  you  with  anything  you  need  to  know.  In  fact,  because 
of  our  expertise,  we  participated  in  the  development  of  the  DTV  specifications  and  standards  approved  by  the  FCC.  We  invite 
you  to  visit  our  web  site  at  www.sharp-usa.com  for  all  the  latest  DTV  information.  Or  better  yet,  visit  your  nearest  authorized 
SharpVision  dealer.  They'll  answer  any  question  you  might  have. 


For  the  SharpVision  dealer  near  you, 

visit:  www.sharp-usd.com 
Or  call  toll  Free  :  1-877-DTV-SHARP 


D7vf  na  ph 


Design  and  specifications  are  subiecl  to  change  without  notice  •  Ml  trademarks  and  registered  trademarks  are  the  property  ol  their  respective  owners  •  All  screen  images  are  simulated  •  Screen  size  measured  diagonally 
s  Corporation.  Digital  Products  Omsion.  Sharp  Plaza.  Mahwah.  NJ  07430-2135.  ©1998  Sharp  Electronics  Corp 


ntional  castle,  as  well  as  the  listener's 
jufarniliarity  with  European  geogra- 
jiv  and  conversational  German. 
■M  Listener  now  on  the  defensive  on 
<  eral  fronts,  Wilder  continues: 

The  current  Grafts  an  old,  old  friend. 
wstofa  line,  direct  descendant  of  Philip 
mSwabia,  one  of  the  less  gaga  Holy 


shapen  lump  inside  a  glass  display 
case  with  a  temperature  gauge.  De- 
flect the  first  inquiries,  then  some- 
what wearily  allow  as  how  it  is  the 
preserved  heart  of  George  III,  King 
of  England: 

My  great-great-great-great-grand- 
father was  Nathan  Hale.  His  brother, 


1  f Anyway ,  the  Graf  is  a  dear  old  thing. 
Gives  us  the  run  of  the  place  every  August. 

Of  course  there  are  236  bedrooms,  so 

ts  not  as  though  were  constantly  bumping 

into  each  other  in  the  hallway.  ** 


man  Emperors,  if  you  don 't  mind  my 
hing.  Isaiah  Berlin  and  I  used  to  get 
''fisticuffs  over  it. . . . 

Wilder  has  deftly  implied  that  his 
ews  on  the  Holy  Roman  Emperors 
je  controversial,  even  raffish. 
I  Anyway,  the  Graf  is  a  dear  old  thing, 
yves  us  the  run  of  the  place  every  August. 
V  course  there  are  2j6  bedrooms,  so  it's 
was  though  we're  constantly  bumping 
\to  each  other  in  the  hallway. 
i  He  may  now  move  in  for  the  kill: 
nyway,  if  you're  in  the  vicinity,  I  could 
h  to  fix  it  for  you  to  stick  your  head  in 
\ad  have  a  poke  around.  I'd  arrange 
\ryou  to  meet  him,  but  he's  a  bit,  you 
how,  formal... 

The  DNA  Insinuat or 

J  no  royal  opening  presents  itself, 
eerthe  conversation  around  to  how 
bu  faint  at  the  doctor's  office  every 
me  they  take  blood.  Then: 

I  just  got  another  letter  from  the  Rus- 
\an  government.  They're  after  me  to 
rve  them  a  DNA  sample  so  they  can 
ittle  this  damned  authenticity  question 
bout  the  czar's  bones.  (Sighing.)  I've 
'.en  ignoring  them  for  months.  Well, 
ley  say  they  only  need  a  drop  or  two.  I 
ippose  I  owe  it  to  the  family. . . . 

The  Conversational 
OBJECTIVE  Correlative 

eave  prominently  displayed  a  mis- 


my  great-great-etc  uncle,  never  quite 
forgave  the  Brits  for  hanging  him.  He 
broke  into  the  tomb  and  removed  it.  A 
bit  gruesome,  but  I  can 't  bring  myself 
just  to  leave  it  in  the  safe  deposit  box.  I 
must  get  around  to  giving  it  back  one  of 
these  days,  except  Tm  not  really  sure  how 
to  go  about  it.  Don't  let  on,  it  would 
only  create  a  huge  stir. 

The  STAR  and  BAR 

Extreme  care  must  be  exercised  here, 
as  many  Southerners  tend  to  be  met- 
iculously versed  in  genealogy.  Dis- 
aster befell  P.  Harding  of  Athens, 
Georgia,  in  the  course  of  gambiting 
that  he  was  a  direct  descendant  of 
General  Jubal  Early,  only  to  be  icily 
informed  by  someone  present  that 
the  General  had  died  without  issue. 
Harding  counter-countered  by  saying 
that  the  General  had  had  a  liaison 
with  a  (beautiful)  farm  girl  on  the  eve 
of  the  battle  of  Cedar  Creek,  and  that 
the  resulting  love  child  was  Harding's 
great-great  grandfather. 

Unfortunately,  this  only  inflamed 
present  company  as  it  implied  moral 
turpitude  on  the  part  of  the  Confed- 
erate god,  and  the  evening  ended  in 
acrimony  and  remonstration. 

One  way  to  flush  out  any  gen- 
ealogically savvy  Southerners  is  the 
Auto-Derogator  Gambit.  Declare, 
in  a  voice  loud  enough  to  carry  the 
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room,  that  it  is  now   uni-  . 

versally  conceded"  that  T.  J.    W  (\i  rte  U 
"  Stonewall"  Jackson  was  "over-  •"  5€ 

rated"  as  a  strategist.  If  no  one  ap- 
proaches you  with  a  fire  poker,  then 
you  may  proceed  to  allow  as  how  this 
new  scholarship  pains  you,  inas- 
much as  you  are  the  general's 
great-great- nephew.  The  rest 
of  the  evening  you  may  devote 
to  refuting  the  new  Jackson 
scholarship.3  fl 


The  GEOGRAPHICAL 
Preempt 

Extremely  adaptable.  Can  be  easily 
inserted  into  any  lull  in  the  dinner  con- 
versation. 

(With  a  trace  of  annoyance)  A  week 
in  Monaco  is  just  too  much.  Three  days 
would  be  more  than  enough.  Rainiers, 
Hapbsurgs,  Hohenzollerns,  Romanovs. 
After  a  while,  one  yearns  to  be  among 
ordinary  people. 


PUom 


3.  This  is  a  variation  on  the  Macedonian  Sacrifice,  perfected  by 
D.  Taylor  of  Brooklin,  Maine,  who  uses  it  to  affect  aloofness, 
while  claiming  direct  descent  from  Alexander  the  Great,  "Or  as 
we  in  the  family  call  him,  Alexander  the  Occasionally  Great." 


(With  exasperation)  Five  days  at 
Balmoral!  I  have  only  so  much  conversa- 
tion about  grouse  in  me.  On  the  other  hand, 
Tm  devoted  to  Princess  Anne.  (Adding 
casually)  Are  you  going  over  this  year? 

When  a  listener  replies  that  he  is 
not,  nod  sympathetically. 

Just  as  well.  She  tells  me  the  shoot- 
ing's off  this  year. 


The  GNOSTIC  Parr 

J.  Turrentine  of  Los  An- 
des has  written  seve.iu 
monographs  on  Courl 
er  Strategies.  F,j 
COwM   Lijy  P  most  popular  is  t 
Kissinger  Refuse 
Guest:  I  just  spent  the  weci\ 
end  with  Henry  Kissinger.   1 
JT:  Isn't  it  exciting, 
news? 

Guest:  News? 

JT:  He  didn't  me 

tion?  Henry  does  like: 

play  this  close  to  his  chi 

Still,  if  he  had  you  out  to  the  hot 

I'm  surprised  he  didn't....    Well,  , 

probably  for  the  best. 

In  Case  of  EMERGENCY  I 

That's  certainly  not  what  Spielb\ 
told  me. 

Cupping  hand  over  the  phone: 
the  White  House.  Do  you  have  anoti 
phone  I  could  use? 

Tm  being  stalked  myself.  And  let\ 
tell  you,  it's  a  damn  nuisance.  • 
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low  a  day 
if  fly  fishing 
:d  to  a  great 
loe  company. 


Un  a  cool  October  day  in  1993,  Harrison  Trask,  an  avid  fly  fisherman,  stood 
in  the  Madison  River  in  Montana,  fishing  late  season  brown  and  rainbow 
trout.  Along  the  river,  in  a  sunlit  meadow,  was  a  herd  of  grazing  bison.  Trask, 
a  55-year  old  footwear  executive,  casually  wondered  why  he  had  never  seen 
footwear  made  from  American  Bison  hides.  This  momentary  thought  soon  led 
Trask  to  investigate  the  possibility  of  making  shoes  from  bison  leather. 

After  discovering  that  the  leather  was  uniquely  soft  and  mellow,  perfect  for 
footwear,  and  that  commercial  ranches  had  an  ample  supply,  Trask  quit  his  job 
and  started  H.S.  Trask  &  Co.  near  his  home  in  Montana.  Today,  H.S.  Trask  is 
the  fastest  growing  men's  footwear  brand  in  America. 
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t Trask  &  Co.  located  in 
ountains  of  Montana, 
a  complete  line 
nen's  footwear,  ^ 

le  exclusively 
n  Bison,  Elk 
Longhorn        t 
hers.  * 


.  Retailer  Nearest 

i,  Call  Toll  Free:  1-888-21-TRASK 
vww.hstrask.com 
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(the  golf  bag) 


No  Man  is  Hero 
to  His  Caddie 


By  James  Y.  Bartlett 


* 


HE  MNGLE  BEST  LESSON  I  EVER  HAD  IN  THE 

ame  of  golf  came  from  a  caddie.  I  was 
raveling  through  Ireland,  and  somewhere 
etween  Killarney  and  Cork  I  completely 
islaid  whatever  semblance  of  a  golf  swing 
once  possessed.  Hey,  it  happens. 
I    In  any  case,  on  the  first  tee  at  Mount  Juliet 
pear  Kilkenny,  I  apologized  in  advance  to  the 
.tout  middle-aged  man,  bundled  in  a  dirty 
?lue  parka,  who  had  the  misfortune  to  be 
luddling  next  to  my  golf  bag.  "You  drew  the 
wong  straw  today,  my  good  man,"  I  told  him, 
md  proceeded  to  demonstrate  on  the  first 
nole.  Weak  drive,  chunked  approach,  scalded 
bunker  shot,  weak  return  chip,  two  wobbly 
putts:  easy  double  bogey.  My  sigh  of  self-dis- 
gust came  from  one  of  my  deepest  chakras. 

Walking  after  my  tee  ball  on  the  second, 
my  caddie  spoke  up.  "What's  funny  to  you, 
Jim?"  he  asked,  clubs  jingling  as  his  stubby 
[legs  tried  to  keep  up. 
"Huh?" 

?What  makes  you  laugh?"  he  contin- 
ued. "Some  cartoon?  Movie?" 

I  thought  about  his  question  for  a 
minute,  and,  almost  unbidden,  the  Three 
Stooges  came  to  mind.  Embarrassed,  I  con- 
fessed to  my  addiction,  since  childhood,  to 
Larry,  Moe  and  Curly. 

"Good!"  he  said,  chuckling.  "From  now 
on,  just  t'ink  of  the  Three  Stooges  before 
ye  swing." 

Amused,  I  tried  out  his  advice.  Before 

making  the  next  swing,  I  envisioned  Curly's 

nyuk,  nyuk,  nyuk."  Nailed  a  five  iron  to  about 

15  feet.  Looking  over  the  putt,  I  heard  in  my 

mind  'Wooo,  wooo,  wooof"  It  rimmed  out.  The 


next  hole  was  a  par-three.  Moe  slapped  Larry     The  return 
whose  head  made  that  coconut  sound  against 
Curly's,  and  I  feathered  one  in  over  the  pond     of  golfs 
to  about  ten  feet.  The  kid  was  back.  Nyuk, 

nyuk,  nyuk.  right-hand 

Try  getting  advice  like  that  from  a  golf  cart. 

Some  years  later,  I  met  my  assigned  cad-     mail 
die  on  the  first  tee  at  Turnberry  on  a  typically 
blustery  spring  day.  He  told  me  his  name  was 
Tommy,   but   that   everyone   called   him 
Toothless,  and  then  he  smiled  to  show  me 
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iv.  He  was  in  his  early  20s,  but 

)ked  about  40,  and  all  he  had 
ler  done  was  caddie  at  Turnberry  and 
re  on  the  dole,  usually  simultane- 
islv.  But  he  was  a  nice  kid  and  a  good 
Iddie,  and  with  his  quiet  encourage- 
lent,  I  made  a  string  of  pars  coming 
>me.  Pleased,  I  offered  to  stand  him 

a  drink. 

"Tell  you  what,"  he  said,  his  eyes 
rjiting  up.  ''Go  get  yer  car  and  pick 
(e  up  in  30." 

First  we  went  to  his  house,  where 
Is  Mam  and  Da  were  perched  in  front 
[the  telly,  then  he  directed  me  down 
bewildering  maze  of  country  roads  in 
|e  gloaming  twilight.  I  have  since  tried 
1  find  out  exactly  where  he  took  me, 
[ithout  success,  so  we'll  call  it  Brig- 
loon.  There  was  a  crossroads  with  a 
ib,  and  inside  it  seemed  most  of  the 
kinty  was  jammed  to  witness  the  sea- 
tn  finale  of  the  Ayrshire  Pub  Darts 

jurnament,  which  certainly  seemed 
1  be  a  major.  I  managed  to  grab  a  pint 
id  was  then  wedged  securely  against 

rail  by  the  throng  of  beery  fans  who 
Istily  cheered  even'  dart  throw  with  a 
:arty  "Hey Johnny!"  Over  by  the  bar, 
I  woman  who  resembled  a  slightly 
^opworn  Camilla  Parker  Bowles 
liught  my  eye,  but  I  couldn't  move,  ei- 
ker  toward  her,  or  away.  She  smiled 
•  me,  her  brown  and  crooked  teeth  an 

lazing  sight  to  behold. 

Try  having  an  adventure  like  that 
ith  a  golf  cart. 

Adventures  and  advice  aside,  play- 
lig  golf  with  a  caddie  is  an  experience 
fiat  has  almost  disappeared,  which  is  a 

le  shame.  In  recent  years,  more  and 
|»ore  golfers  seem  to  have  reawakened 
1  the  virtues  of  walking  a  golf  course, 
bconnecting  to  that  special  intimacy 
:tween  one's  feet  and  the  surround- 
hg  terrain.  But,  with  perhaps  a  few 
ipeful  exceptions,  golf  has  not  reem- 
raced  the  caddie.  The  reason  most 

ten  given,  of  course,  is  an  economic 
ie.  Your  typical  electric  golf  cart 
)sts,  club  pros  tell  me,  less  than  50 
:nts  a  round  to  operate;  gas  carts  are 
ighdy  more  expensive,  perhaps  a  dol- 

.  We  golfers  gladly  pay  $15,  $20,  even 
ks  a  round  to  use  them.  That's  a  profit 


margin  that  ought  to  make  even 
Warren  Buffett  smile. 

But  I  wonder  if  perhaps  we  are  no 
longer  comfortable  with  the  implied 
master-servant  relationship  inherent 
in  that  of  a  golfer  and  his  caddie.  Back 
in  the  Roaring  Twenties,  golfs  first 
golden  age,  both  parties  were  perhaps 
more  comfortable  with  that  kind  of  ar- 
rangement. Today,  only  in  the  class- 
bound  British  Isles  is  the  use  of  caddies 
still  relatively  commonplace,  and  even 
there,  the  breed  seems  to  be  dying. 
Blame  Tony  Blair. 

Many  of  us  are  also  not  comfort- 
able giving  up  control  of  our  golf  for- 
tunes to  someone  dressed  in  a  shabby 
parka,  or  one  missing  most  of  his 
teeth.  A  good  caddie  will  always  be 
able  to  watch  you  take  a  few  swings 
and  know  instinctively  how  to  club 
you  from  then  on.  And  I  have  not  only 
enjoyed  giving  up  that  part  of  the 
game,  but  appreciated  a  caddie  who 
could  put  a  club  in  my  hands  and  tell 
me  to  aim  at  that  chimney  in  the  dis- 
tance and  just  swing  smoothly.  I  never 
check,  but  just  try  to  do  what  he  tells 
me.  But  I  have  seen  many  of  my 
Type-A  friends  fight  for  control,  ask- 
ing for  the  exact  yardage  and  de- 
manding to  know  why  they  have  been 
given  a  seven-iron  instead  of  the  six. 

But  in  addition  to  the  walking, 
there  is  something  reassuring  about 
tackling  the  game  of  golf  with  an  ally 
at  your  side.  Someone  who  not  only 
cleans  the  clubs,  helps  you  decide  be- 
tween the  six-  and  the  seven-iron, 
points  out  the  proper  chimney  to  aim 
at  and  helps  read  your  putts,  but  also 
someone  who  will  tell  you  a  dirty 
joke,  encourage  you  to  make  a  smooth 
swing  at  a  bold  shot  and  make  encour- 
aging noises  of  sympathy  when  things 
go  wrong.  No  matter  how  many  com- 
puterized GPS  navigational  liquid  dis- 
play terminals  they  can  cram  into  a  golf 
cart,  there's  not  a  one  that  will  shrug 
with  shared  pain  and  say  encourag- 
ingly, "That's  OK,  Jim  lad,  it  was  a 
good  putt  it  was.  We  just  didn't  see 
that  last  break." 

The  sense  of  shared  enterprise  has 
made  for  some  fascinating  pairings 
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Slip  on  our  new  Westgate 

model  and  you'll  know 

instantly  it's  unlike  anything 

you've  worn  before. 

To  be  sure,  all  the  classic 

Paul  Stuart  nuances  are 

evident. ..fine  tailoring, 

superior  fabrication, 

impeccable  finishing. 

But  with  Westgate, 

we've  created  an  exclusive 

collection  of  suits  and 

sport  jackets  designed 

to  accommodate  younger, 

more  active  and  physically 

fit  individuals.  Much  like 

these  Paul  Stuart  customers. 

With  Westgate,  the  natural 

shoulder  line  is  extended 

and  pitched  forward. 

Armholes  are  slightly  higher. 

Chest  and  back  dimensions 

are  more  generous.  The 

waist  is  lightly  suppressed. 

Add  to  all  this  the  most 

luxurious  European  fabrics 

and  a  lighter,  softer 

canvas  construction. 

The  result  is  a  garment 

with  extraordinary  style, 

comfort  ana  ease. 

The  new  Paul  Stuart  Westgate. 
What  could  be  more  fitting? 


Ikvn  through  the  history-  ot  the  game, 
r  to  and  including  the  current  star 
far  on  Tour  Tiger  Woods  and  "Fluff' 
fowan.  There  were  also  Lee  Trevino 
■p  his  longtime  devotion  to  Herman 
Iitchell,  Nicklaus  and  Angelo,  Gary 
1  ner  and  Rabbit,  .Arnold  Palmer  and 
up  Anderson  in  Scotland. 
,  Perhaps  the  most  successful,  and 
ilusual,  team  was  the  pair  of  Francis 
jQiimet  and  Eddie  Lower)'  in  the  1913 
■S.  Open,  played  at  The  Country 
Wub  in  Brookline,  Massachusetts. 
Hairnet  was  just  20  years  old,  and  had 
Ibn  a  caddie  himself  at  the  hallowed 
pp  club  since  his  early  teens.  But  that 
it  he  qualified  as  an  amateur,  with 
I;  three  handicap,  for  the  champi- 
i  ship,  and  took  his  neighborhood 
turn  Eddie,  just  ten  years  old,  along 
the  fun.  The  Open  that  year  had 
I  en  changed  from  its  usual  June  dates 
September,  the  better  to  accommo- 
te  the  two  star  players  who  were 
ming  over  from  England  to  com- 
te:  the  great  Harry  Vardon  and  Ted 
ly.  As  the  Palmer  and  Nicklaus  of 
eir  day,  Vardon  and  Ray  were  ex- 
cted  to  attract  a  healthy  gate  and 
mpete  just  to  see  which  one  of  them 
>uld  accept  the  silver  trophy. 
The  fans  crowded  inside  the  gate, 
d  at  the  end,  Vardon  and  Ray  were 
Dp  the  leader  board.  But  so  was  the 
iprobable  Ouimet,  urged  along  by 
ung  Eddie.  On  the  last  day,  in  a 
Id  rain,  Vardon  and  Ray  finished 
:d  at  304.  Ouimet,  playing  behind 
e  two,  needed  to  birdie  one  of  the 
>t  four  holes,  a  difficult  assignment 
en  on  a  nice  day.  He  finally  mail- 
ed it  on  the  17th,  curling  in  a  tricky 
)wnhiller  from  about  20  feet.  Ouimet 
rred  the  last  and  set  up  the  18-hole 
ayoff  the  next  day,  a  young  Amer- 
an  David  against  the  twin  British 
oliaths.  It  wasn't  even  close:  Ouimet 
on  by  five  strokes  over  Vardon,  six 
rer  Ray. 

The  excitement  of  Ouimef  s  win 
as  that  an  American  golfer  had  tri- 
nphed  in  the  Open  against  the  ex- 
acted British  juggernaut.  That  it  was 
young,  shy  former  caddie  who  had 
)ne  the  deed  was  even  more  remark- 


able, and  landed  Ouimet  (and  the  tiny 
Eddie  Lowery)  on  front  pages  from 
coast  to  coast.  Yet  it  is  telling  that 
Ouimet,  although  he  also  won  two 
U.S.  Amateurs  and  was  later  elected 
captain  of  the  Royal  6c  Ancient  Golf 
Club  of  St.  Andrews,  was  never  en- 
throned among  American  golfing 
royalty.  Instead,  the  U.S.  Golf  Asso- 
ciation booted  him  out  of  the  game  by 
revoking  his  amateur  status  in  1917  for 
owning  an  interest  in  a  sporting  goods 
company.  He  was  later  reinstated. 

I  finagled  a  round  this  summer,  85 
years  after  Ouimet  and  Lowry's  re- 
markable accomplishment,  at  The 
Country  Club,  where  everyone  still 
takes  a  caddie,  unless  they  have  a  note 
from  their  doctor.  And,  knowing  the 
reputation  of  the  members,  the  note 
had  better  be  signed  by  a  resident  chief 
of surgery. 

I  had  hoped  to  be  assigned  either  a 
modern-day  Eddie  Lowry  of  tender 
years  (kids  start  looping  at  around  13  or 
14)  or  one  of  the  grizzled  veterans  ("I 
got  some  kids  been  carrying  out  here 
for  40  years,"  the  caddie  master  told 
me.  Kids!) 

But  my  friend  and  I  drew  Joe,  a 
nice  young  man  in  his  early  30s.  He 
had  been  caddying  for  some  15  years, 
he  told  me.  These  days,  he  has  a  nine- 
to-five  job  as  a  UPS  driver,  but  still 
shows  up  every  other  weekend  to 
loop.  He  was  personable,  knew  every 
inch  of  the  golf  course,  clubbed  me 
well  and  tried  as  hard  as  he  could  to 
read  Brookline's  tricky  greens  for  me. 
He  carried  double,  which  meant  a  lot 
of  zigzagging  between  my  ball  and 
my  opponent's,  and  after  collecting 
his  caddie  fee  and  tips,  probably 
pocketed  $100.  He  went  out  for  an  af- 
ternoon loop,  too. 

There  is  still  a  reasonably  long  list 
of  golf  clubs  that  maintain  caddie  pro- 
grams: They  tend  to  be  located  near 
major  urban  centers  where  the  labor 
force  dwells.  There  are  some  clubs 
that  sponsor  caddy  camps  to  help  inner 
city  or  disadvantaged  young  men  learn 
the  art  and  etiquette  of  looping,  such 
as  the  program  at  Sankaty  Head  on 
Nantucket,  where  60  kids  between  13 
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The  Fountain  Pen  from  Jorg  Hysek. 
For  a  free  catalog:  800-608-7583. 


UOFRG  MYSEK 

Available  at  Colorado  Pen  Company  stores. 
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Record  the  higher  quality  of  S-VHS 
on  standard  VHS  tapes  with  JVC's  new  line  of  VCRs. 


Everything  you  record  will  look  better  when  you  capture  it  on  JVC's  new 
Super  VI  IS  video  cassette  recorders. 


The  company  thai  brought  you  the  original  VHS  technology  now  leis  you  do 
wh.u  you  could  never  do  before  make  high-resolution  recordings  on  standard 
VHS  tapes.  |VC's  S-VI  IS  IT  (Expansion  Technology)  delivers  over  60% 
higher  resolution  than  standard  VHS  recordings,  making  these  new  VCRs 
perfect  for  capturing  the  lull  benefits  of  high-resolution  sources  like  satellite 


broadcasts,  digital  camcorders,  cable  television  and  more.  And  with  the  choi 
of  recording  in  S-VHS  or  regular  VHS  mode,  full  compatibility  is  ensured 
with  even  the  oldest  VCRs.  Best  of  HI-JVC  gives  you  this  higher  quality  at 


price  that's  much  lower  than  you'd  expect. 

JVC's  new  S-VHS  VCRs-the  better  way  to 
get  better  recordings,    www.jve.eoni 


JVC 

When  I'eifimiant;  Molten 


Id  17  are  boarded  in  cottages,  learn 
Iw  to  caddv  and  plav  golf  and  make 
ittle  cash.  The  rejuvenated  East  Lake 
slf  Club,  surrounded  by  an  inner- 
neighborhood  in  Atlanta,  has 
led  some  250  local  kids  to  be  cad- 
.  Both  the  Francis  Ouimet  Scholar- 
lip  Fund,  based  in  Massachusetts, 
Id  the  Chick  Evans  Scholarship 
ind  in  Chicago  send  hundreds  of 
idies  to  college  every  year  through 
:ir  scholarship  programs. 
I  grabbed  an  opportunity  earlier  this 
Immer  to  sample  some  of  the  creme 
:  la  caddies  at  two  Main  Line  coun- 
-clubs  outside  Philadelphia:  Merion 
Id  its  neighbor,  Aronimink.  Merion, 
),  is  a  walking  course  where,  again, 
old  codgers  with  recent  hip  re- 
icement  surgery  are  allowed  to  ride; 
mimink  has  a  few  carts  to  supple- 
lent  its  caddie  corps. 
At  .\  lenon,  I  had  a  college-aged  lad 
idying  computer  science — isn't  ev- 
voncr — who  had  been  looping  at  the 
lowed  old  track  for  seven  or  eight 
bars.  He  was  polite  and  deferential 
id  well-groomed  and  a  good  caddie, 
it  I  found  myself  missing  my  friend 
the  tattered  blue  parka,  and  the  one 
ith  dental  deprivations.  At  Aroni- 
,  we  also  drew  a  nice  young  man. 
►ur  opponents  had  a  bushy-haired 
xith  African  who  had  once  nurtured 
[reams  ol  a  PGA  Tour  career,  but  now 
kerned  more  interested  in  finding 
ackers  for  his  exclusive  line  of  herbal 
fas.    Middle-class    lads    with    en- 
rjreneurial  aspirations!  What  would 
idie  Lowery  say?  (He'd  probably  ap- 
prove, since  he  grew  up  to  become  a 
[g  California  car  dealer.) 

And  then  I  met  Vince.  He  was 

lpposed  to  have  caddied  for  us  at 

ronimink,  but  had  been  given  an 

irly-morning  loop.  He  caught  up 

ith  us  on  the  tenth  tee,  and  agreed  to 

falk  the  back  nine  with  us  and  chat 

)out  his  life  and  times  as  a  caddie. 

le  members  had  warned  me  that  he 

his  laconic,  but  once  we  stepped  off 

ie  tee,  he  didn't  stop  talking  until 

pe'd  holed  out  on  18. 

He'd  been  caddying  at  Aronimink 

ice  1952,  he  told  me,  and  he  usually 


went  south  to  Florida  to  caddy  dur- 
ing the  winter  when  he  was  younger. 
Stayed  close  to  home  all  his  life,  never 
married,  he  told  me,  because  he  had  to 
rake  care  of  his  aging  parents.  His  life 
was  lived,  for  the  most  part,  on  those 
rolling  green  acres. 

Oh,  the  stories  he  told  me  that  day! 
The  members  who  were  extra-gener- 
ous with  caddies,  and  those  who  be- 
grudged every  penny.  The  guests  who 
couldn't  believe  that  a  caddy  cost  more 
than  a  cart.  The  member's  dog  that 
jumped  into  the  potato  salad... the 
member's  wife  who  winked  at  him. . . 
the  crazy  members  who  insisted  on 
playing  in  a  lightning  storm. 

My  favorite  was  about  the  self- 
righteous  member  who  showed  up 
one  weekend  with  a  party  of  friends 
and  associates,  all  gathered  on  the 
shady  first  tee  ready  for  a  little  golf 
outing.  Now,  tucked  down  beside  the 
first  tee  at  Aronimink  is  a  lovely  little 
stucco  cottage  with  neat  wooden 
trim  which  serves  as  the  infamous 
caddyshack.  It  is  here  that  the  off- 
duty  lads  gather  to  trade  stories,  leaf 
through  magazines  and  try  to  com- 
pound their  earnings  with  endless 
games  of  liar's  poker  and  cards. 

Now,  as  the  all-important  big-shot 
member  teed  off,  one  of  those  high- 
stakes  games  was  in  full  swing  in  the 
yard  in  front  of  the  caddie  house,  and 
the  excited  shouts  as  the  cards  were  laid 
down  caused  the  golfer  to  flub  his  tee 
shot  an  embarrassingly  short  distance. 

Enraged,  the  member  strode  over 
to  the  caddie  house,  sputtering  with 
displeasure  and  threatening  dire  cir- 
cumstances if  they  didn't  quiet... 
right.  ..down! 

From  the  center  of  the  caddie  pack, 
in  a  pure,  sweet  voice  unburdened  by 
the  ravages  of  puberty  and  embold- 
ened by  anonymity,  came  the  reply: 

"Awww,  shut  the  f — k  up!" 

The  entire  crowd  at  the  first  tee,  and 
most  of  those  watching  from  the  shady 
patio  above,  collapsed  in  laughter. 

As  did  I  during  that  afternoon  walk 
at  Aronimink,  where  I  noticed  my 
score  on  the  back  nine  was  getting  bet- 
ter and  better.  Nyuk,  nyuk,  nyuk.  • 


^MS 


Diamonds  are  a 
best  friend. 


Sparkling  craftsmanship  from  Jorg  Hysek. 
For  a  free  catalog:  800-608-7583 
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dragged,  kicked,  crunched  and  thrashed.  It's  no  picnic.  What  you  want  is  Andiamo  luggage.  Andiam 
is  the  insurance  you  need  for  peace  of  mind  no  matter  how  frequently  you  travel. 

With  our  big,  rugged  zippers,  steel-tube  handles  and  tough,  ballistic  Cordura®  nylon,  Andiamo  is  built 
to  face  the  harshest  handling.  In  fact,  luggage  repair  shops  recommend  us  over  all  competitors. 

So  let  'em  chuck  it  on  the  truck.  Cram  it  in  the  cargo.  Pile  big,  fat  bags  on  top  of  it.  Andiamo  can  take  it. 
Trip  after  trip  after  trip. 


NDIAMO 


FREQUENT  TRAVELER  TOUGH 


800-759-9738 
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Fizziology 

By  Tony  Hendra 


ERES   A    LIQUOR   STORE    AT    I45TH    AND 

oadway  in  Harlem  that  may  have  the 
gest  single-store  sales  in  New  York  City  of 
ajor  world-class  Champagne.  (Its  distrib- 
rs  would  probably  prefer  its  name  to  re- 
in undisclosed,  but  it  begins  with  "M.") 
s  joint  moves  some  2,000  cases  of  "M"  a 
,  a  spectacularly  brisk  rate  of  sale  for  wine 
the  $20-525  range.  Sales  fall  drastically 
enever  the  cops  launch  a  drug-sweep  in 
area,  but  as  soon  as  the  heat's  off,  they 
om  right  back  up. 

It's  not  something  I  particularly  want  to 
earch,  but  it's  entirely  possible  that  an- 
er joint  sells  2,000  cases  a  year  of  some 
world-class  Champagne  (say  one  that 
gins  with  "P")  and  that  possession  of  a  bot- 
of  UM"  on  the  turf  of  the  "P"  guys  can  lead 
gunplay.  Cripps  go  for  Krug,  Bloods  for 
Uinger,  that  sort  of  thing. 
Champagne  has  always  had  something 
a  problem  in  the  sociocultural 
ea.  This  is  not  to  demean  the 
aded  bubbles  winking  at  the 
im — far  from  it.  There  simply 
't  anything  so  consistently  fun  to 
ink  (my  personal  quotidian  fa- 
rite  is  Pol  Roger);  and  the  pop  and 
th  of  that  inescapably  phallic  bottle 
n  bring  a  frisson  to  the  loins  of  the 
ost  jaded  alpha  male.  (Ironically, 
hampagne's  distinctive,  er,  mushroom- 
laped  cork  may  have  been  introduced  by 
om  Perignon,  an  early-i8th-century 
nedictine  monk.  Alarming  to  contem- 
ate  how  many  liquid  pleasures  we  might 
ve  been  denied,  were  it  not  for  the  much- 
aligned  institution  of  monastic  celibacy.) 
Champagne's  problem  arises  precisely 
om  its  uniqueness,  the  longevity  of  its  suc- 
:ss.  Champagne  is  much  more  than  a  wine. 
vTiile  it  probably  wasn't  the  first  sparkling 


wine  ever  produced — the  distinction  is 
sometimes  claimed  by  the  region  of 
Languedoc,  which  produces  Blanquette  de 
Limoux — Champagne  may  have  been  one 
of  the  first  internationally  recognized  brand 
names  in  the  history  of  marketing.  And  be- 
cause it  was  first  marketed  to  the  courts  of 
Europe  in  the  18th  century,  and  then,  as  now, 
costs  a  great  deal  to  produce  and  store,  it  long 
ago  became  more  than  a  brand  name.  A 
modestly  sized  wine-growing  region  in  the 
north  of  France  has  grown  into  a  universal 
synonym  for  luxury,  an  epithet  in  its  own 
right  for  top  of  the  line.  (There  are  many  fine 
wine  regions  the  Miller  Brewing  Company 
might  have  selected  in  boosting  its  core 
product;  impossible  to  imagine  it  de- 
ciding on  "the  Beaujolais 
of  beers.") 


The  search 
for  the 
best  damn 
Champers 
in  the  whole 
damn  world — 
for  $100  or 
thereabouts. 
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HANDCRAFTED       FOR       GENTLEMEN       SINCE       1850 


Johnston  &MURPHY 


BURDINB'S  THE  BON  MARCHE 

p    0    r         locations         call  I.    800.445.    8218  or  www  IOHNSTONMURPHY.C 


The  Elders  ot  Champagne,  repre- 
sented by  an  organization  in  Epernav 
with  tar-flung  tentacles  called  the 
CIVC  (Comite  Interprofessionnel  du 
Vin  de  Champagne),  rather  dislike 
this  fact  and  slap  sanctions  on  those 
who  appropriate  the  name  for 
their  own  use — not  to  men- 
don  writers  foolish  enough  to 
forget  that  fizzy  wine  made 
in  say.  New  York  State  or 
southeastern  Australia  is 
not  "Champagne."  The 
Elders  can't  do  a  whole  lot, 
however,  about  the  fact 
that  in  an  egalitarian  soci- 
ety, a  bottle  of  their  prod- 
uct buys  a  few  minutes  of 
class  tor  any  chump  in  a 
checked  suit. 

And  therein  lies  the  problem  with 
your  standard  "M"  and  "P"  bubbly. 
How  do  we  who  are  just  a  tad  more 
egal  than  other  egalitarians  demon- 
strate it?  When  the  time  rolls  round  at 
the  end  of  each  year  to  find  tavor  in  the 
eyes  of  the  Episcopalian  Trinity  (God 


the  Father,  God  the  Son,  God  III) 
how  do  we  find  a  vinous  gift  that  ex- 
presses not  just  our  affection  for 
friends  and  family,  but  also  our  own 
immensely  endearing  savoir-faire? 
There's  a  one-word  answer  and  it's 
not  "prestige"  as  in  "prestige  cuvee." 


Prestige  cuvees — sometimes  called 
"luxury"  or  "deluxe"  cuvees — are  not 
always  a  guarantee  that  you'll  be  get- 
ting something  substantially  more 
yummy  than  the  chump  in  the  checks, 
but  you  will  be  paying  four  to  five 


times  the  price.  In  many  cases  a  sizable 
slice  of  this  is  for  the  handblown, 
hand-cut,  hand-painted  bottle  in  its 
own  hand-carved  hand-cart.  So  "price" 
isn't  the  word  either,  though  when 
it  comes  to  Champagne  people  do 
seem  willing  to  be  gouged  in  ways 
they'd  never  stand  for  with  the  bubble- 
free  stuff. 

Brief fizziological  digression: 
Nowhere  is  this  truer  than  in 
restaurants.  Conversely  it's 
not  an  overgeneralization  to 
say  that  in  any  major  restau- 
rant in  any  major  urban  area, 
however  fine  the  food  may  be, 
the  prices  of  Champagne  are 
outrageous.  Even  those  estab- 
lishments that  resist  the  sleazi- 
ness  of  marking  up  their  other 
wines  by  absurd  multiples  (300% 
of  cost  is  common  in  New  York  and 
Los  Angeles)  cave  in  when  it  comes  to 
Champagnes,  routinely  marking  them 
up  by  300%  -400%.  This  is  doubly  venal 
given  that  for  many  high-visibility 
joints,  Champagne  distributors  often 
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Designed  so  nothing  on  it  will 
get  in  the  way  of  a  great  photograph. 
•;     Except  the  lens  cap. 

ifter  six  years  of  research  and  development,  the 
R8's  design  is  advanced  —  but  not  cluttered.  All  of 
the  controls  are  economically  positioned,  making 
them  convenient  and  easy  to  operate.  As  well  as 
giving  the  camera  a  unique,  elegant  shape.  We've 
also  added  some  new  features.  Such  as  a  1/8000  of 
a  second  shutter  speed,  a  1/250  second  sync 
speed,  multi-pattern  metering,  and  state-of-the-art 
flash  technology.  But  most  importantly,  you'll  have 
even  more  creative  freedom.  And  when  its  rugged, 
reliable  body  is  combined  with  our  legendary 
optics,  the  R8  is  the  ultimate  professional  tool. 
Just  don't  forget  to  take  off  the  lens  cap. 

USA:  800.222.0118  •   In  Canada:  800.361.9682 
www.leica-camera.com 


Fascination  and  Precision. 
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The  Jaquemart  of  San  Marco 

For  centuries,  the  bronze  Jaquemarts  standing  atop  the 
Campanile  in  St.  Mark's  Square  in  Venice  have  marked  the 
passage  of  time  as  their  swinging  hammers  resonate  against 
the  ancient  bell.  A  miniature  Jaquemart  has  now  been  cast  in 
gold  and  placed  against  a  backdrop  of  translucent  enamel. 
Encased  in  the  San  Marco  "Sonnerie  en  passant",  the 
Jaquemart  will  continue  to  record  each  hour  and  half  hour  to 
the  sound  of  a  small  gong.  The  "Sonnerie  en  passant"  or 
"Hourstriker"  is  crafted  entirely  by  hand  in  platinum,  yellow 
or  pink  goid.  For  a  free  catalog  and  the  dealer  nearest  you, 
call  800-457-5309. 
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FOX'S 

FIFTH  &  UNION 

SEATTLE'S  JEWELER  SINCE  1 9  ll 

1341  5th  Avenue.  Seattle,  Washington  98101 
(206)  623-2528  •  1-800-733-2528 


Royal 


Making  Customers  Happy  Since  1948 

58  Main  Street,  Andover,  MA  •  (978)  475-3330 


Sonnerie  en  passant 


Iheavilv  discount  their  wares.  Why  wine 
should  be  marked  up  400%  just  be- 
cause it  contains  carbon  dioxide 
lis  baffling. 

The  thinking  is  that  if  the  guy 
is  ordering  Champagne  he's 
either  a  sucker,  a  birthday 
bov  or  on  an  expense  ac- 
count, so  gouge  what  vou 
can — he  won't  care.  The  sell- 
ing of  Champagne  in  most 
.American  restaurants  has  all  the 
dass  of  a  traveling  brothel  in  the 
(old  West  relieving  the  miners  of 
their  little  bags  of  gold  dust. 

The  one-word  answer  is  "vintage." 
I'm  always  startled  by  how  many 
agreeably  knowledgeable  (as  opposed 
to  offensively  knowledgeable)  wine- 
drinkers  don't  know  that  Champagne 
even  comes  in  vintages.  It  does — al- 
ough  not  every  year  is  declared  a 
intage  and  not  every  house  agrees  on 
e  years.  A  vintage  Champagne  is 
ne  made  only  (or  mostly)  from  the 

pes  of  a  given  year;  non-vintage 
Champagne,  which  constitutes  some 
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85%  of  all 
Champagne  sold, 
is  made  from  a  blend 
of  wines  from  several  years.  Vintage 
Champagnes  are  aged  longer  than 
NVs  and  are  thus  more  intense  in  fla- 
vor. Vintage  awareness  is  how  you  put 
a  little  distance  between  yourself  and 
the  checked-suit  crowd. 

For  your  giving  pleasure,  we  at  FYI 
are  prepared  to  go  an  extra  mile — 
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steering  you  not  just  to  the  right  rack 
but  to  the  finest  bottle  in  that  rack: 
The  Best  Damn  Champers  In  The 
Whole  Damn  World  (for  $100  or 
so).  Hallowed  by  one  full  year  of 
tradition,  this  handy  kttle  contest 
follows  a  by  now  well-worn  path. 
We  canvassed  several  dozen 
amateurs  de  vin  for  their  own 
personal  Best  Damn  Cham- 
pagne. Some  three  dozen 
suggestions  were  winnowed 
down  to  a  list  of  11  finalists. 
Winnowing  factors  were  dup- 
lication in  suggestions  (notably  of  '85 
Krug),  availability  and  personal  whim. 
Some  suggested  Champagnes   (e.g., 
Egly-Ouriet  and  Comte  Audoin  de 
Dampierre)  were  not  widely  enough 
available.  This  is  also  true  of  the  superb 
Blanc  des  Millenaires  from  Charles 
Heidsieck.    Heidsieck's   American 
marketing  strategy  seems  to  be:  "Hunt, 
baby,  hunt."  Three  further  caveats 
from  the  cave: 

A.  We  did  not  include  rose  Cham- 
pagnes. Like  so  many  of  us,  rose 
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Because  less  is  often  much  more. 

As  a  serious  photographer,  you  don't  need 
electronic  gadgetry.  It  simply  gets  in  the  way. 
What  you  need  is  freedom  and  space  to  express 
your  creativity.  Control.  Which  is  exactly  what 
the  Leica  M6  gives  you.  And  you'll  find  its 
features  are  better  than  any  electronics:  a 
whisper-quiet  shutter  release,  pocket-size 
compactness,  mechanical  precision,  a  timeless 
design,  and  unparalleled  optical  performance. 
They're  the  essentials  that  have  made  the  Leica 
M6  famous  worldwide.  And  the  features  that  leave 
you  with  complete  creative  control.  Experience  it 
for  yourself  at  your  Leica  specialty  dealer. 

USA:  800.222.0118  •  In  Canada:  800.361.9682 
www.leica-camera.com 


Fascination  and  Precision. 


LEiCA 


The  Buccellati 


Fountain  Pen 


Featured  above  in  18k  gold. 
Also  created  in  18k  gold  and 

lacquer,  sterling  silver, 
vermeil,  vermeil  and  lacquer. 

Available  at  46  East  57th  Street 

New  York,  New  York  10022 

212-308-2900/800-223-7885 

or  9500  Wilshire  Boulevard, 

Beverly  Hills,  California  90212 

310-276-7022. 

Also  in  other  fine  stores. 


Champagnes  are  losing  their  old  sis- 
sified  image.  Superb  examples  are 
multiplying  yearly  to  such  a  degree 
that  roses  are  really  a  category  unto 
themselves.  Comparing  them  to  "reg- 
ular" Champagnes  seems  like  com- 
paring if  not  apples  to  oranges,  cer- 
tainly oranges  to  mandarins.  Maybe 
next  year. 

B.  The  $ioo  cutoff  (or  there 
abouts — $150  is  a  common  tab) 
is  chosen  to  force  us  to  focus 
on  the  wine,  not  the  pack 
aging.  If  you  want  to  pay 
through  the  nose  for 
gift-packaging  (e.g.,  a 
pair  of  flutes,  satin  bot- 
tle beds,  useful  afzelia- 
wood  boxes),  be  our  guest. 
Our  aim  is  to  ensure  that 
what  goes  through  your  nose 
is  bouquet,  not  bucks.  As  with  any 
great  wine  category,  however,  Cham- 
pagnes come  in  older  and  magnificent 
vintages — notably  from  Pol  Roger,  Bol- 
linger, Krug,  Gosset,  Veuve  Clicquot. 
If  you  want  to  try  older  vintages  and 
pay  substantially  more,  the  following 
vintages  are  excellent  (if  you  can  find 
them):  '79,  '75,  '64. 

C.  Whatever  you  buy,  buy  from  re- 
tailers who  keep  their  Champagnes  in 
adequate  cellars.  Champagne  is  quirky 
and  fragile;  it  has  the  temperament  of 
a  ballerina  on  Dexatrim.  Bubbly  that 
has  been  standing  for  weeks  in  a  bright- 
ly lit  store — or  worse,  in  the  cooler — 
will  guarantee  that  loved  one  and/or 
CFO  a  very  flat  holiday. 

Months  of  weighty  tradition 
demanded  that  the  tasting 
be  held  at  New  York's  finest 
Spanish  restaurant,  Solera.  The  panel 
consisted  of  longtime  oenophile  Bob 
Berenson,  president  of  Grey  Advert- 
ising, Andrea  Immer,  star  of  TVFN's 
late  lamented  Quench  and  beverage  di- 
rector of  Windows  on  the  World,  and 
your  faithful  oeno-geek,  me. 

THE  BIG  11 

Gratien  Cuvee  Paradis  The  only 
nonvintage.  Gratien  is  a  small  "artisi- 
nal"  house  and  this  wine  beautifully 


typifies  the  character  of  the  region. : 
Doesn't,  however,  have  the  nose  or 
middle  depth  of  a  vintage  wine. 
(Gratien's  super  '88  and  stunning  '79 
-are  available  but  in  miniscule  quanti- 
ties; try  the  distributor,  New  Castle 
Imports,  843-497-8625.) 
Salon  Le  Mesnil  '89  Odd  nose.  Hard 
to  identify  mouth-hit:  BB:' 
'Weird  taste  floating1 
around  in 


there.  Banana?"  AI: 

"More  toasty?  Smokey?"  TH:  "I  ac 


tively  dislike  this  wine."  G'night. 
Dom  Ruinart  '92  Full,  "bread-dough 
nose  (AI).  Middle  is  rich  and  comple 
with  evocative,  earthy  undertone,  th 
right  "rubbery"  hint  to  the  finis! 
Young  but  distinguished;  this  win 
has  a  great  future.  The  first  contende 
Pommery  "Louise"  Pommery  '8 
Very  understated — perhaps  over-un 
derstated.  (BB:  "Too  soft — no  edge  < 
all.")  Shy,  retiring,  nice  as  hell,  n 
cigar.  Sorry,  Louise. 
Taittinger  Comtes  de  Champai 
'89  Exotic  nose.  AI:  "A  ripe  an 
flashy  (vintage)" — not  meant  as 
compliment.  BB:  "Doesn't  taste  lil 
the  Taittinger  I  know  (and  love)."  A 
"Some  pretty  characters  but  doesr 
seem  to  have  a  life  ahead  of  it."  (T. 
disclaimer:  The  '88  was  nominate 
but  unavailable.) 

Pol  Roger  Cuvee  Sir  Winstc 
Churchill  '86  Fine  classic  nose.  Spi 
ited  without  losing  elegance.  BB: 
lot  of  life.  Rather  dry  in  the  moutl 
AI:  "Has  a  chalky  taste."  Just  makes 
into  contention.  (TH  disclaimer:  T. 
'85  was  nominated,  but  unavailar. 
in  NYC.) 


osset  Celebris  '90  Good  nose. 
Wtvy,  full-flavored  middle — perhaps 
o  much  so.  AI:  "I'm  getting  a  slightly 
ickv  qualitv — a  higher  dosage  than 
ie  others?"  BB:  "More  a  wine  than  a 
hampagne."  TH/AI  like,  but 
nanimity  is  required  for  con- 
nrion. 

euve   Clicquot   La  Grande 
ame  '89  W  Iurmurs  of  pleasure 
complex  nose  and  juicy 
outh.  Layers  of  balanced     I 
uit;  a  toastiness  that  will     J 
olve.  AI:  "The  '89s  (tend     M 
)  let  it  all  hang  out;  this  is     i 
ht  enough  that  it  does-     ^ 
t."  A  shoo-in  contender. 
m  Perignon  '90    Good  nose: 
oper  earthiness/veastiness.  Quite  dis- 
inting  in  the  mouth,  flat  (flavor- 
t  not  bubble-flat).  Little  edge  or 
d.  A  surprise  considering  this  Dot- 
's rep. 
ollinger  R.D.  '85  Beautiful  nose;  AI: 
k)  yeasty  and  sweet  it's  almost  like 
inilla  ice  cream."  Complex  palette  or 
hcient  Burgundian  flavors   in  the 


mouth.  Expansive  texture.  Endless  fin- 
ish. BB  actually  stumped  lor  words:  "I 
wish  I  could  describe  this  flavor — 
it's... unique."  A  su- 
perb wine. 


Instant   con- 
tender. 

Krug  '85  Good  nose,  good  body, 
good  finish  but. .  .the  panel  isn't  blown 
away.  This  is  not  a  new  reaction.  The 
'85  Krug  is  a  bit  like  Sharon  Stone. 
Every  part's  perfect,  everything's  in  the 
right  place,  but — no  one's  home. 


THE  VERDICT 

A  retasting  of  the  four  contenders 
(Ruinart,  Pol  Roger,  Veuve  Clicquot, 
Bollinger)  quickly  eliminated  the  Pol 
Roger.  (It  must  be  emphasized  that, 
had  it  been  available,  the  marvelous 
'85  Winston  Churchill  would, 
^fc^^  at  a  minimum, 

^^      have  stayed  in 
the  running.) 
Of  the  remain- 
ing finalists,  Dom 
Ruinart  '92  and 
Veuve  Clicquot  La 
Grande  Dame  '89 
were  roughly  on  a  par, 
with  Ruinart  nosing 
ahead  as  the  more  classic 
Champagne  of  the  two. 
Both  these  wines  are  barely 
out  of  their  teens.  Both  are  des- 
tined for  a  great  future. 

Which  means  that  the  magnificent 
Bollinger  R.D.  1985  is. . . 

THE  BEST  DAMN  CHAMPERS  IN 
THE  WHOLE  DAMN  WORLD  (FOR 
ROUGHLY  $IOo).  • 


fflml 


An  extra  wink. 

An  extra  long  morning  kiss. 
An  extra  slow  rolling  wave. 

An  extra  birdie. 


An  extra  glance. 

An  extra  dance. 
An  extra  day. 
"Ige  here.  Extra  is  ordinary. 


THE  BREAKERS 


PALM     BEACH 


there   extra   is   ordinary 


Seven  restaurants.  .1  private  beach.  And  coming 
in  January,  an  invigorating,  Mediterranean  style 

Spa  unlike  an)   oilier  in  the  world.  //  cut  there 

was  >-in  invitation  to  indulge,  ihi\  i\  u. 
The  Breakers  resort  in  Palm  Beach  also  features 
14  tennis  courts  and  36  holes  of  championship 
golf.  AnJ,  yes,  an  extra  stroke  off  your  handicap 


fe^  **.             i^^^r^ 

lAk    T      Wiy^  ,  '  /W 

iv  auitc  ordinary  as  well. 

^^u^T'Js^BPr  jm 

For  reservations  or  information,  please  call  your 

i  i 

travel  professional  or  The  Breakers  toll-free  at 
1-888-BREAKERS  today. 

!■ 

'  r 

Owned  and  operated  fa  Flagler  S\  ttem',  Inc 
Visit  The  Breakers  online  at   hup  //hwh  thebreakers  com 
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The  Art  Of 
VI  NTAG  E 


over  the  centuries,  certain  of  man's 
creations  have  achieved  a  distinction 
that  connoisseurs  worldwide 
acknowledge  as  the  finest  and  most 
artful  of  their  time.  the  vintage 
years  of  such  works  mark  their  authenticity. 

in  the  years  1  979,  1  984,  1  988  and  1  993,  a 

few  acres  of  macanudo  connecticut  shade  wrapper 
leaves  were  so  exceptional,  they  were  declared 
Vintage.  Only  Macanudo  Vintage  Cabinet 
Selection  cigars  are  handcrafted  from  these 
extraordinary  leaves. 


And  that  is  why  a  rare  Macanudo  Vintage 
Cabinet  Selection  cigar  should  always  be 
appreciated  and  collected  as  one  of  the  true 
luxuries  of  life. 


MACANUDO, 

Vintage  Cabinet  Selection 


Call  1-800-867-4727  for  the  Macanudo  Vintage  Cabinet  Selection  retailer  nearest  you,  or  visit  http://cigarworld.com  '  ©  1 998  mc 


lirca  AD  35  -  40  Roman  Marble  Life-Size  Portrait  Bust  of  a  Youth 

fhis  Roman  embodies  all  the  promise  of  the  golden  age  of  the  Roman  Empire, 
fte  epitome  of  real-life  sculpture  of  the  era,  his  finely  defined  features,  scalloped 
airstyle  and  sideburns  were  popularized  by  emperors  of  the  Julio-Claudian  period. 

teight  1 4  3/4  inches  Collection:  Royal  Athena  Galleries 


1993  Vintage  Cabinet  Selection,  Number  VIII 

Sealed  in  its  own  crystal  tube  to  protect  against  flavor  loss  or  damage,  this 
Vintage  cigar  is  in  the  great  robusto  tradition.  Fragrant  and  delicious,  it  delivers 
true  Macanudo  Vintage  taste  with  a  smooth,  elegant  finish. 

Length:  5  V2  inches  Ring  Gauge:  50 


AUTHORIZED  BREITL1NG  A< 


Miami  Lak 


I  N  S 
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BREITLING  USA  •  800-641-7343  •  TWO  STAMFORD  LANDING  •  STAMFORD,  CT  •  06902 


www.breitlin 


(STRESSBUSTERS 


Pull  Up,  You  Fool! 
Pull  Up! 


By  Evan  McGlinn 


:RVT1MK  I  KIND  MYSELF  AT  A  SOFTWARE 

[let,  staring  out  at  a  vast  sea  of  computer 

Ines,  I  remember  the  caution  once  given 

by  Gary'  Whitta,  editor  of  PC  Gamer 

Iga/ine.  "It's  easv  to  make  money  in  the 

ne  software  business,"  he  said.  "What's 

[d  is  making  a  great  game."  Indeed,  apart 

|m  some  classics  like  Quake,  Unreal  and 

brilliantly  violent  Duke  Nukem,  most 

les  are  boring  and  buggy.  The 

|ces  on  the  shelves  look  cool,  but 

software  inside  isn't  worth  the 

|ary  code  it's  written  in. 

here  is,  however,  a  patch  of 

|e  on  this  dark  horizon:  the  new 

leration  or  flight  simulators. 

"orget  the  ancient  Microsoft 

sion  we  all  marveled  at  in  the 

These  modern-day  software 

are  accurate  reproductions  of 

itary  and  civilian  aircraft  that 

kport  multiple  players  over  a  net- 

rk  or  a  modem.  And  they  have 

-popping  3-D  graphics,  diverse 

srfaces,  and  avionics  so  true-to- 

that  even  fighter  pilots  are 

ined.  "I  don't  know  how  they 

it,"  says  76-year-old  Colonel 

snee  "Bud"  Anderson,  a  highly 

borated  WWII  ace  and  a  flying 

Idy  ol  Chuck  Yeager's.  "I  was  in 

|>t  of  aerial  combat  and  these  sim- 

tors  bring  back  that  excitement." 

le  Colonel  ain't  kiddin'.  Tug 

lir  flight  harness  tighter  as  we 

through  the  best  of  today's 

lulators: 


Jane's  Combat  Simulations:  Longbow 
2  for  the  Apache  helicopter  ($49.99) 

The  first  thing  that  crossed  my  mind  as  I 
booted  this  piece  of  software  is  that  it 
should  be  classified.  From  the  3-D  graph- 
ics of  the  cockpit  instruments  and  night-vi- 
sion capability  to  the  vibration  of  the  rotors 
and  the  lovely  sight  of  the  Hellfire  missiles 
streaming  toward  their  target,  the  intense 


The  new  genera- 
tion of  flight 
simulators  makes 
the  most  of 
your  Pentium  II. 


The  Best  Hardware  For  Warfare 

An  older  486  machine  won't  even  come  close  to  operating  these 
sims.  To  run  the  processor-hungry  software  like  those  from 
Jane's,  the  manufacturers  suggest  a  Pentium  133  or  higher, 
and  you'll  get  even  better  performance  with  a  Pentium  II.  A  full  install 
of  F- 15  takes  up  a  whopping  650MB  of  disk  space,  but  you  can  get  by 
with  75MB  (despite  a  marked  decrease  in  performance).  To  appreci- 
ate the  3-D  graphics  of  these  sims,  pick-up  a  3-D  graphics  card  based 
on  the  Voodoo2  chipset.  A  good  joystick  is  a  must  and  Saitek  makes 
the  best  one  out  there. 

With  the  proliferation  of  DVD  disks,  which  can  hold  more  than  ten 
times  the  amount  of  data  of  a  CD-ROM,  expect  new  sims  to  be  even 
more  impressive  in  the  future.  Some  of  the  newer  games  support 
force-feedback,  where  resistance  is  felt  in  the  joystick  when  per- 
forming turns.  Fire  the  machine  gun  and  the  joystick  throbs  in  your 
hand.  And  for  the  true  gaming  geek,  Windows  '98  supports  multiple 
monitors  which  might  just  provide  enough  peripheral  vision  to  make 
an  air  sickness  bag  a  permanent  fixture  on  your  desk. 


realism  makes  you  want  to  go  down 
to  your  local  recruiter  and  sign  up. 
The  military  intelligence  junkies 
from  Jane's  Information  Group,  Ltd. 
helped  develop  the  game,  so  the  real- 
ism is  guaranteed;  the  software  is 


based  on  thousands  of  pages  from 
actual  Apache  flight  manuals  and  the 
final  product  was  given  the  seal  of 
approval  by  veteran  Apache  pilots. 

Learning  to  fly  a  helicopter  is  no 
piece  of  cake — the  manual  for  Long- 


bow 2  is  over  200  pages.  But  like  mo< 
simulators  these  days,  you  can  select 
casual  mode  which  makes  flying  muc 
easier  (although  it  reduces  some  of  th 
-  realistic  effects).  To  make  the  gam 
user  friendly,  Longbow  2  has  sevei 
al  voice-driven  tutorials:  Complete 
command  correctly  and  the  lesson  cor 
tinues;  screw  up,  and  the  instructc 
barks  orders  like  a  drill  sergeant. 

The  Apache  excels  as  a  tank  killt 
and  after  spending  hours  over  Aze: 
baijan  launching  Hellfires  I  w? 
hooked.  The  pace  is  a  lot  like  playi: 
chess.  I  could  move  slowly,  hoveri 
100  feet  over  the  terrain,  acquire  t; 
gets,  launch  a  missile  then  hide  b( 
hind  the  craggy  hills  when  a  S 
was  headed  my  way. 

For  jet  freaks,  there's  also  Jane 
F-15  simulator  ($49.99)  which  allov 
you  into  Iraq  to  kick  the  butt  of  tl 
Republican  Guard.  It's  based  on  a< 
tual  missions  from  Desert  Storr 
Take  out  a  terrorist  training  cam 
hidden  deep  in  Iraq  or  level  a  chem 
cal-warfare  factory.  The  desert  te 
rain  you  fly  over  is  reproduced  a> 
curately  from  satellite  imagery  ar 
geological  contour  maps  of  almost 
million  square  miles  of  the  Midd 
East.  After  you  drop  your  payload  ( 
Baghdad  you  can  admire  the  view 
the  Tigris  and  Euphrates  rivers. 

Flying  your  F-15  from  an  airbase 
Saudi  Arabia  into  Iraq  takes  son 
time  and  many  of  the  missions  r  j 
quire  up  to  an  hour  to  complete.    > 
you're  not  that  hard  core,  you  c:J 
jump  ahead  or  accelerate  the  actill 
flying  time  of  the  mission.  (Many  I 
the  flights  in  Desert  Storm  took  o\fl 
six  hours  to  complete.) 

Jane's  F-15  nas  numerous  tutor  f 
missions  to  help  you  hone  your  ski  I 
in  such  basics  as  bombing  ground  t;  r 
gets  and  launching  air-to-air  missi  I 
during  a  dogfight.  One  of  the  tutor 
missions  allows  you  to  practice  mi 
air  refueling.  (After  several  failed  ;  i 
tempts  to  hook  up  with  the  tan!  I 
high  over  the  Saudi  desert,  I  throttl  | 
down,  squeezed  off  an  air-to-air  m 
sile,  and  was  delighted  to  watch  t 
tanker  explode  in  a  spectacular  fii 


56  FORBKS 
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"My  favorite  liquor  store,  Pete's 
Oasis,  has  been  burglarized  on  two 
occasions.  Both  times,  only  the 
Maker's  Mark  was  taken." 

-J.B.,  Apalachicola,  FL 

I  guess  we  should  be  flattered 

that  some  folks  will  go  to  such 

extremes  for  a  few  bottles  of 

our  whisky.  But  robbery  may 

be  going  a  bit  far,  even  for  a 

serious  Maker's  Mark  fan. 

After  all,  we  have  a  tough  enough 
time  spreading  around  what  little 
whisky  we  make  for  those  willing 
to  acquire 
it  by  legal 
means. 
And  we 
apologize 
if  you're 
sometimes 
unable 
,  to  find  a 
bottle  at 
your  favorite 
liquor  store.  Be 
assured  there's 
always  a  little 
more  on  the  way. 

Except  at  Pete's  Oasis 
in  Apalachicola,  Florida 
It  seems  Pete  stopped 
buying  Maker's  Mark 
to  keep  from  being 
robbed  again.. .and 
from  having  his  insur- 
ance cancelled. 
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Bill  Samuels,  Jr. 

President 

Maker's  Mark  Distillery 


Maker's 
Marfc 


o 


Visit  us  at  www.makersmark.com 

Makers  Mark  Distillery,  Loretto,  KY  40037,  45%  Alc./Vol.  (90  Proof),  Fully  Matured 


Sport  a  lighter  profile. 


Ref.  3707 

The  GST  Chrono-Automatic. 
Case  and  bracelet  in  rugged, 
non-irritating,  ultralight  titanium 
Also  available  in  steel  and 
yellow  gold.  From  $  3995.— 


IWC 


FELDMAR 

WATCH  and  CLOCK  CENTER 

World's  largest  selection  of  stopwatches,  chronographs,  fine  watches  ,md  clocks 

(310)274-8016 

9000  W.Pico  Blvd. /Los  Angeles, CA  90035 


For  complete  IWC  catalog  please  call 
http://www.iwc.ch 


ball  as  my  wingman  cried  out,  What 
the  hell  is  wrong  with  you?!) 

Advanced  gamers  will  appreciate 
Jane's  F-15  for  its  ability  to  allow  you 
to  put  together  your  own  missions 
and  campaigns.  You  can  build  com- 
plex dogfighting  scenarios  with  ex- 
pert Iraqi  pilots,  or  you  can  make 
them  all  rookies  and  practice  your 
dogfighting  skills  (I  suppose  you 
could  even  get  them  to  run  away 
from  you  for  real  verisimilitude.) 

Flight  Unlimited  II  ($39.99) 

Some  years  ago  I  used  to  fly  to  an  is- 
land off  the  coast  of  New  England 
with  an  old-timer  named  Norman 
who  had  an  unusual  sense  of  humor. 
When  we  were  aloft  I  would  some- 
times ask  him  how  he  was  doing, 
and  he  would  reply  in  a  dry  "Bert 
and  I"  Yankee  tone:  "Can't  com- 
plain. Just  a  couple  of  chest  pains." 
Ha.  Ha. 

So,  if  you're  heading  up  to  Alaska  J 
to  go  fly  fishing  and  worry  that  your 
pilot  might  go  toes-up  on  final  ap- 
proach, it  might  not  hurt  to  sit  down 
with  this  excellent  piece  of  software. 
(At  the  very  least  you'll  learn  how  to 
work  the  radio  and  read  the  gauges. 

Flight  Unlimited  II  lets  you  choose] 
from  five  different  aircraft  includingl 
the  Piper  Trainer  172,  Piper  Arrow,! 
the  De  Havilland  Beaver,  Beechcraftl 
Baron  58  or  the  venerable  P-5iD| 
Mustang.  Lessons  teach  navigation, 
communications,  take-offs  and  land- 
ings and  the  300-page  manual  is 
packed  with  enough  info  to  keep  you 
busy  for  weeks.  The  air  controller  ha: 
a  great  West  Virginia  drawl,  just  like 
all  good  pilots,  and  Flight  Unlimitec 
II  has  a  sense  of  humor:  Drift  off  thd 
runway  and  the  tower  will  inforn| 
you  that  you  are  not  an  all-terrain  ve 
hide.  Players  can  set  the  time  of  day 
weather  conditions  and  practice  in 
flight  emergencies  like  lost  engines 
There  are  also  25  different  mission  | 
ranging  from  picking  up  escapei 
prisoners  in  a  seaplane  at  Alcatraz  fc 
rescuing  a  hiker  who's  been  maule> 
by  a  grizzly  bear.  There  are,  alas,  n 
Hellfires  aboard.  • 
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♦  .dentists  and  part  artists. 
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t  think  photograw^  -uhat  can  I  Drins 
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emot1onal  appeal.  And/;^Sm  wuh  the  color  saturate^ 
but  1  -anted  good-looking. 
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(auto-exoticism) 

PowerFlower 


By  Parnelli  Jones 


'.rut:  FIRST  SPORTS  CAR  I  EVER  RACED  WAS  A 

[Lotus  and  it  was  a  thing  of  beauty.  Powered 

w  a  little  engine — not  even  2  liters,  as  I  re- 

t  member — it  weighed  less  than  1,500  pounds. 

.Vhat  I  do  remember  is  the  way  that  car 

Irove.  It  handled  the  way  a  well  made  suit  of 

tlothes  fits.  If  it  hadn't  broken  down,  I  would 

lave  won  that  race.  Of  course,  I  can  say  that 

Ubout  a  lot  or  races,  but  I  have  driven  a  lot 

'fears — win  or  lose — that  didn't  make  the 

Ijund  of  impression  on  me  that  little  Lotus  23 

[Hid.  It  was  special. 

A  couple  of  years  later,  I  found  myself 

■Iriving  against  a  pair  of  revolutionary  Lotus 

lars  at  the  Indy  500.  Indy  had  always  been  an 

■Vmerican  deal  so  it  was  a  big  story  that  this 

Englishman,  Colin  Chapman,  who'd  been 

Ileal  successful  in  Formula  One  and  other 

I  European  racing,  was  invading  Indiana  with 

IJiis  Lotus  machines.  Everybody  around  the 

brickyard  acted  like  the  redcoats  were  com- 

jjng  or  something,  especially  when  they  got 

it  look  at  those  cars.  They  were  so  much 

lighter  than  the  traditional  Indy  cars  and  the 

'.•ngines  were  in  the  rear  and  this  was  unheard 

>t.  Thev  were  even  painted  green,  which  a 

]ot  of  Indy  drivers — especially  A.J.  Foyt — 

uhought  was  an  unlucky  color. 

Well,  I  won  that  race,  but  Jimmy  Clark 

rave  it  a  good  run  and  came  in  second  in  one 

ipf  those  Lotus  cars.  I  drove  Clark's  Lotus  the 

next  year  at  Milwaukee  and  set  a  course 

tjecord  with  it.  Then,  a  year  later,  Clark  won 

ndy  and  I  took  2nd  in  another  Lotus.  (I 

night  have  won  that  race,  too,  if  I  hadn't  had 

i.bout  a  million  mechanical  problems.)  The 

!ar  that  Clark  and  I  both  won  races  in  now 

1  its  in  my  museum,  restored  and  repainted  in 

jhe  original  green. 

So  you  could  fairly  say  that  I  have  a  soft 
:jpot  for  Lotus. 

Late  last  summer  when  I  got  a  chance  to 
ilrive  a  Lotus  Esprit  on  the  track  at  Road 


Atlanta,  I  just  couldn't  pass  it  up. 

The  Esprit  isn't  a  new  car.  In  fact,  Lotus 
introduced  it  in  1976.  It  was  revolutionary 
then  and  it  is  a  classic  now.  When  a  car  lasts 
that  long  and  has  the  kind  of  following  this 
car  has,  then  you  know  it  is  the  real  goods. 

There  was  one  important  new  thing  about 
the  car  I  drove,  something  that  appealed  es- 
pecially to  me.  The  Esprit  had  always  been 
powered  by  an  inline  four-cylinder  engine 
but  this  one  had  a  3.5  liter  V-8  with  twin  tur- 


The  Lotus  Esprit 
is  light,  fast 
and  stylish.  Just 
what  you'd  expect 
from  the  genius 
who  designed  it. 


You  can  still  feel  the  Chapman  touch  in  the  Lotus  Esprit. 
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The  1998  Mercedes-Benz 


Collection  catalog. 
Never  again  will  your 


wardrobe  clash  with  your  car. 


To  see  our  full  line  of  accessories,  call 
1-800-FOR-MERCEDES  or  visit  your 

local  authorized  dealer  lor  a  FREE  1998 
Mercedes-Benz  Collection  catalog. 


Mercedes-Benz 


bos.  The  engine  could  turn  350  horse- 
power and  I  liked  that  a  lot.  But  what 
really  impressed  me  about  that  engine 
was  the  old  Lotus  touch — making 
more  out  of  less.  Fully  dressed,  that 
engine  weighs  less  than  500  pounds.  It 
is  24  inches  high,  28  inches  wide,  and 
23  inches  long.  It  is  a  very  small  pack- 
age, but  it  delivers  almost  300  pounds 
of  torque  and  the  car  is  quick — o  to  60 
in  just  a  shade  over  4  seconds — which 
is  one  of  the  things  that  has  always 
been  true  of  Lotus. 
Colin  Chapman 
never  stopped  try- 
ing to  get  more 
speed  and  perfor- 
mance out  of  less 
weight  and  fewer 
parts.  He  made 
every  part  do  two 
or  three  things. 
Drivers  said  he  fig- 
ured that  when  one 
part  broke,  that  it  was  time  to  make 
everything  else  on  the  car  lighter.  His 
cars  weren't  necessarily  the  safest  but 
a  lot  of  great  drivers  won  in  them. 
Clark,  of  course.  And  Sterling  Moss. 
Nigel  Mansell.  Mario  Andretti. 

Chapman  asked  me  to  drive  for 
him,  in  Formula  One,  and  I  was 
tempted  after  what  I'd  seen  at  Indy. 
The  word  "genius"  gets  thrown 
around  a  lot,  even  about  people  who 
have  had  maybe  one  pretty  good  idea 
and  lived  off  it  for  the  rest  of  their 
lives.  But  Chapman  may  really  have 
been  an  engineering  genius.  He  came 
up  with  so  many  innovative  things 
and  his  mind  was  always  at  work.  He 
had  the  first  successful  monocoque 
design  where  the  engine  and  the  body 
of  the  car  are  integrated,  and  he  was 
the  first  to  use  ground  effects  in  the 
design  of  a  race  car  so  the  airflow 
helped  stick  it  to  the  track.  And  there 
were  a  lot  of  other  things.  I'd  have  to 
say  he  was  brilliant.  Also,  he  was  fun 
to  be  around.  He'd  been  a  driver  him- 
self before  he  realized  that  his  real 
strength  was  in  the  engineering  and 
the  business  side  of  things.  He  liked 
cars  and  drivers  and  winning.  He'd 
served  in  the  RAF  and  he  had  a  little 


trim  moustache  and  a  sort  of  de- 
bonair, English  way  about  him.  The 
only  reason  I  didn't  take  him  up  on 
his  offer,  when  he  asked  me  to  drive 
for  him,  was  that  he  wanted  me  to  be 
his  number  two  driver  behind  Jimmy 
Clark.  I  wasn't  interested  in  being 
number  two  behind  anyone,  even 
Jimmy  Clark.  Or  for  anyone,  even 
Colin  Chapman. 

Chapman  died  of  a  heart  attack  in 
1982  when  he  was  54,  but  when  you 


In  the  corners,  Esprit  performs  even  to  Pamela's  standards. 

drive  an  Esprit,  you  can  still  feel  hil 
touch.  I  realized  this,  right  away 
when  I  went  out  on  the  track  in  At 
lanta.  The  handling  is  just  superb;  n> 
other  way  to  put  it.  This  is  a  stree 
car — an  $85,000  street  car,  but  still 
street  car — that  feels  like  a  race  ca: 
The  shifting  and  the  braking  have  th 
precision  and  the  responsiveness  th< 
you  expect  in  a  race  car.  It  is  quic 
when  you  accelerate  and  it  corners  re; 
fast.  In  fact,  I  put  it  hard  into  a  coup! 
of  corners — hard  enough  to  turn  tr 
photographer  who  was  with  me  a  li 
tie  white — and  when  the  car  started  1 
lose  it  a  little,  I  was  able  to  overcorr 
that  real  easy.  The  suspension  was  r< 
sponsive  and  fluid  like  all  the  Loti 
cars  I  had  ever  driven. 

I  drove  the  car  until  it  got  dark  ar 
I  wouldn't  have  minded  driving 
back  to  Hartsfield  Airport  on  I-i 
Unlike  a  race  car,  the  interior  of  tl 
Esprit  is  plush  and  comfortable  ai 
does  a  better  job  of  combining  luxu 
with  performance  and  handling  th; 
anything  I  have  ever  driven.  Ai 
when  you  get  down  to  it,  this  is  prel 
much  what  anyone  who  knew  hi 
would  have  expected  from  Col 
Chapman  and  Lotus.  • 
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Your  Move 


By  Doug  Bandow 


I   HAD  SET  A   FIRM   PRICK   LIMIT  ON   MY 

Iquarry,  lest  auction  fever  overcome  me. 
lAlas,  I  faced  a  determined  opponent  and 
Ithe  bidding  sped  upward.  When  we  reached 
Imv  limit  I  shook  my  head  no  and  the  auc- 
tioneer's call  for  an  extra  $100  hung  in  the 
lair  as  he  looked  around  the  room.  Just  $100 
[separated  mc  and  the  beautiful  antique  chess 
Iset.  Of  finely  carved  ivory,  it  retained  the 
Imaker's  original  case.  I  had  already  picked 
lout  a  spot  to  display  it.  Just  $100.  My  hand 
picked  upward  and  I  waited,  hoping  the  set 
was  mine.  As  the  auctioneer's  gavel  came 
lown,  I  simultaneously  celebrated  yet  an- 
other addition  to  my  collection  and  berated 
Imyself  for  overspending. 

The  thrill  of  the  hunt  is  what  moti- 
vates most  collectors,  some  of  whom 
lon't  even  play  the  game  and  few 
t  whom  play  it  well.  Why  chess 
ets-  Nowhere  else  can  you  find 
2  mini-sculptures  in  one.  Especially  of 
uch  endless  variety.  Of  course,  many  peo- 
le  have  picked  up  an  onyx  set  in  Mexico, 
in  across  a  cheap  Chinese  ivory  set  at  a  flea 
arket  or  purchased  a  nice  wooden  set 
or  play.  But  of  these  fine  collections  are 
ot  made.  Serious  collectors  will  be  flying 
o  London  this  month  to  attend  the  next 
hess  set  auction  hosted  by  Phillips  Inter- 
ational  Auctioneers. 

Two  vears  ago  Phillips  held  its  first 
hess  set  auction  in  America.  There 
ere  cheap  sets — one  went  for  $23  and 
nother  for  $57  (both  Mexican  onyx).  But 
hese  were  not  the  prey  of  seasoned  hunters, 
inning  top  honors  was  a  Burmese  ivory  set 
^t  $9,775,  which  sold  for  well  above  its  pre- 
sale  estimate.  Although  of  modest  size  and 
[attractiveness  (the  figures — viziers,  ele- 
phants, temples — were  only  roughly  carved) 
he  set  was  almost  200  years  old  and  ex- 


tremely rare.  Next  in  price  was  a  more  re- 
cent English  set  that  brought  $7,475.  The 
latter  looks  like  standard  playing  sets  today, 
but  is  made  of  ivory  by  the  well-known  (to 
chess  set  collectors)  London  firm,  Jaques. 
Sets  in  the  $4,000  to  $5,000  range  came 
from  Germany,  India,  Japan  and  Russia. 

The  auction  at  which  I  made  my  pur- 
chase was  run  by  Weschler's  and  occurred  a 
couple  of  weeks  earlier.  The  prices  were 
lower  than  at  Phillips,  but  still  hefty:  a  large 
porcelain  Royal  Copenhagen  set  went  for 
$5,750.  Several  sold  for  between  $1,000  and 
$3,000.  A  year  ago  Phillips  returned  to  New 
York  with  two  sets  running  into  five  figures. 

In  general,  prices  have  been  rising 
steadily  over  the  last  decade.  The  increase 


Collecting; 
antique  chess 
sets  is  for 
those  who  can 
write  the 
check — mate. 
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John  Company 
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for  some  sets  has  been  staggering: 
Indian  ivory  "John  Company"  sets, 
with  large,  finely  carved  pieces  of  an- 
imals and  soldiers,  have  brought  up- 
ward of  $20,000  at  auction.  Prices 
for  Meissen  porcelain  sets  and  large 
Jaques  ivory  sets  have  also  risen  sharp- 
ly. Still,  like  other  collectibles,  there 
is  no  sure  thing.  Czech  glass  sets  have 
plummeted  in  value.  Franklin  Mint 
sets  sell  for  a  fraction  of  their  issue 
price.  Contemporary  tourist  sets  rarely 
appreciate  much. 

Most  major  collectors  belong  to 
Chess  Collectors  International, 
which  convenes  every  two  years: 
Wash 
ington,  D.C.  in  1996  and  Vienna, 
Austria,  last  spring.  Roughly  150  peo- 
ple, most  of  them  businessmen  and 
other  professionals  from  a  dozen 
countries,  gathered  to  listen  to  lec- 
tures, to  attend  exhibitions  and  to 
buy.  Some  of  them  also  collect  chess 
postage  stamps — a  frequent  subject 
in  Europe  and  elsewhere — and  other 
paraphernalia. 


CCI  organized  both  the  Weschler's 
auction  and  a  chess  mart  for  antique 
dealers  and  craftsmen.  Exhibitors  in- 
cluded Californian  Doug  Anderson,' 
\vho  produces  a  series  of  whimsical 
ceramic  sets.  His  goofy  rendition  of 
the  1996  presidential  candidates  cost 
$9,500.  A  seven-foot  vertical  chess  set 
from  another  artist  ran  $8,300. 

Of  course,  not  all  chess  set  collec- 
tors are  equal.  Attorney  Floyd  Sarisohr. 
and  his  wife  Bernice  have  amassec 
nearly  850  sets,  one  of  the  world's- 
largest  collections,  in  their  home 
nicknamed  the  Long  Island  Ches: 
Museum.  Only  the  bathroom  is  ches 
set-free,  or  "sacrosanct,"  allows  Floyd 
Expensive  rareties  are  surroundec 
by  the  exotic,  funny,  cute  and  mun. 
dane — Alice  in  Wonderland,  cow 
boys  and  Indians,  erotica,  frogs  ant: 
much  more. 

Very  different  is  the  approach  t; 
by  David  and  Gertrude  Hafler.  Davi 
who  traveled  extensively  as  part  c 
his  audio  manufacturing  business 
searched  for  the  unusual.  He  ex 


GETTING 
ON  THE  BOARD 
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Most  leading  collectors  fell  into  their  hobbies  inadvertently 
and  taught  themselves  as  they  went  along.  New  collectors 
can  learn  by  joining  CCI  and  reading  its  newsletter,  The 
Chess  Collector.  Those  interested  should  contact  CCI,  7901  Cliff  Rock 
Court,  Springfield,  VA  22153  or  Floyd  Sarisohn,  P.O.  Box  166,  Corn- 
mack,  NY  11725.  Several  reference  volumes  are  available  through  used 
book  stores  and  out-of-print  book  services.  The  most  recent  and 
comprehensive  is  Victor  Keats'  The  Illustrated  Guide  to  Chess  Sets. 
Many  museums  possess  chess  sets,  but  rarely  display  more  than 
a  handful  of  them.  The  New  York  Metropolitan  Museum  of  Art, 
Maryhill  Museum  of  Art  (located  in  Goldendale,  Washington),  and 
Cleveland  Public  Library  all  have  significant  collections.  More  ac- 
cessih?  ?  is  the  Sarisohns'  collection,  which  can  be  seen  on  ap- 
point, t acting  Floyd  and  Bernice  Sarisohn.  In  fact,  most 
leading  are  willing  to  show  off  their  acquisitions,  thougb 
thev  don't  aa .        -e  to  the  public. 

Phillips  (212-5/O-4830/44-171-229-9090)  holds  two  chess  set  auc 
tions  annually,  one  in  London  and  one  in  New  York.  Bonhams  and 
Cnt  1   London   also   regularly  hold   chess   set   auctions 

Ameri  louses  do  so  only  infrequently. 


porcelain  set 
Meissen  is  favored 
lermaids,  krakens  and 
e  Loch  Ness  monster. 


I  The  Louvre  has  a  crystal 

topaz-and-silver  set 

\just  like  this  one,  only  theirs 

is  missing  a  pawn. 

plains,  "We  aimed  for  quality,  not 
quantity."  The  result  is  250  sets,  split 
between  their  apartment  in  Philadel- 
phia and  winter  home  in  Florida, 
pvery  set  is  exquisite,  and  the  Haflers' 
(ollection  is  widely  considered  to  be 
he  finest  in  America.  In  fact,  they 
jion't  buy  much  any  more,  explains 
David,  because  "we  have  so  many  of 
she  standard  sets."  Among  the  Haflers' 
orizes:  a  16th-century  crystal-,  topaz- 
jnd-silver  set.  The  Louvre  has  one, 
00,  only  theirs  is  missing  a  pawn. 

Although  few  have  the  time,  space 
l>r  money  to  compete  with  either  the 
>arisohns  or  Haflers,  many  never- 
|heless  create  impressive  collections. 
The  average  CCI  member  owns  100 


to  125  sets,  estimates  Sarisohn.  And 
CCI  represents  only  a  small  slice  of 
collectors. 

Collectors  typically  haunt  antique 
stores  at  home  and  souvenir  shops 
abroad.  Auctions  can  also  be  promis- 
ing hunting  grounds.  Attractive  an- 
tique bone  sets,  modern  folk  art  sets, 
sculpted  glass  sets,  modest  porcelain 
sets  and  recent  ivory  sets  were  all 
available  for  a  hundred  to  a  few  hun- 
dred dollars  at  both  the  Wescher's 
and  Phillips  sales. 

Careful  buyers  can  expect  to  amass 
a  collection  that  appreciates  in  value. 
But 'those  who  collect  for  love  don't 
have  to  worry.  They  usually  profit. 
And  they  enjoy  their  losers  almost  as 
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fountain  pen 

you've  ever 

seen  or  used. 

Its  patented 

design  lets 

you  completely 

retract  the 

14k  gold  nib  into 

the  pen's  body. 

And,  since  we've 

positioned  the 

clip  at  the 

retractable  end,    i 

you  simply 

store  your 

Vanishing  Point 

upright  in  your 

pocket.  Without 

fear  of  leaks 

or  lost  caps. 

Now  that's 

efficient  writing. 


it 

Namiki 


Namiki  •  60  Commerce  Drive  •  Trumbull  •  CT  1)661 1  •  203-381- 

www.namiki.com 
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0K9  she's  nraauiy  comm 
over  for  dinner 

"What  are  you  goima 
offer  her,  a  nice  cold  one? 
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By  Susan  West 


Waiter,  Bring 

Me  a  Large 

Pineapple,  Rapido! 

LONDON — No  wonder  piria  coladas  are  the  drink 
choice  when  south  of  the  border.  It  appears  that  pineap 
pie — which  puts  the  pina  in  pina  colada — may  ward  off /#r- 
ista.  T.L.  Mvnott  and  D.S.  Chandler  fed  an  extract  of  pineapple 
jms  to  one  group  of  piglets  but  not  to  a  second  group.  Then  they 
treated  all  the  animals  to  a  cocktail  of  E.co/i,  bacteria  that  cause 
food  poisoning.  Fewer  than  half  the  piggies  given  the  fruit  extract 
came  down  with  the  trots,  but  all  those  deprived  of  pineapple  did. 

V  «  V  V^  WINSTON-SALEM ,  NORTH  CAROLINA— You'd 

|%l  V^T  ww  figure  that  folks  who  are  religious  would 
■  ■■■■A  also  be  healthy — all  that  clean  living,  you 
know.  Well,  a  new  study  says  you'd  be  right,  but  for  the  wrong  rea- 
sons. Researchers  at  Salem  College  and  the  University  of  North 
Carolina  questioned  112  women  about  their  faith  as  well  as  their 
eating,  drinking,  exercising  and  smoking  habits,  and  also  checked 
their  blood  pressures.  They  found  that  the  most  religious  women 
tended  to  have  the  lowest  pressures,  but  didn't  necessarily  have  the 
most  healthful  habits.  The  scientists  suggest  that  a  strong  faith 
helps  a  person  cope  with  difficulties,  resulting  in  lower  levels  of 
stress  hormones,  which  in  turn  keep  blood  pressure  down. 


WhyDo 

You  Think 

They  Call 

It  Nutmeg? 

DUBLIN— Go  easy  on 
the  nutmeg  in  your  nog  this 
holiday  season.  Doctors  at 
the  emergency  department 
of  St.  James's  Hospital 
report  the  case  of  a  20-year- 
old  man  who  went  nuts  on 
the  stuff.  The  guy  downed 
four  whole  nutmeg 
seeds  with  a  half-liter 
of  vodka.  Five  hours 
later  he  became  tingly 
all  over,  his  heart 
began  to  race  and  he 
started  hallucinating. 
In  all,  his  trip  lasted 
27  hours.  The  doctors 
say  such  incidents 
were  most  common 
in  the  1960s  and  '70s, 
when  the  spice  was 
touted  as  a  cheap  high. 
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OH, 
SWELL 

ROTTERDAM,  NETHER- 
LANDS— If  you  get  migraines 
and  you  have  heart  disease,  beware 
antimigraine  medic- 
ations. Doctors  have 
long  known  that 


many  such  drugs  cause  the 
blood  vessels  to  contract. 
If  these  vessels  are  already 
narrowed  by  arteriosclero- 
sis, the  contraction 
could  cut  off  the  blood 
supply  to  the  heart, 
causing  chest  pain  and  even 
a  heart  attack.  Dutch 
researchers  who  tested  the 
drugs  on  human  arteries 


confirm  that  even 
sumatriptan 
and  newer 
related  medi- 
cines, such 
as  naratriptan  and 
zolmitriptan,  put 
enough  squeeze  on 
the  vessels  to  be 
dangerous 
to  heart  patients. 


WINSTON-SALEM, 
NORTH  CAROLINA— 

Weekend  warriors: 
Stop  taping  those  vulner- 
able ankles.  Brace  em 
instead.  Over  eight  years, 
Monte  Hunter  and  col- 
leagues at  Wake  Forest 
University  Baptist 
Medical  Center  studied 
the  school's  Division  I 
football  players,  52%  of 
whom  taped  their  an- 
kles and  48%  of  whom 
used  braces.  Of  the 
158  ankle  sprains 
that  felled  the 
players,  115  were 
suffered  by  tapers. 
And  even  when 
players  wearing 
braces  were  injured, 
they  got  back 
on  the  field  two  days 
Doner  than  those 
it  while  taped. 


But  Joan  Crawjvrd's  Kids 
Turned  Out  Okay 

DURHAM,  NEW  HAMPSHIRE— Spare  the  rod  and  smarten  up 
the  child — that's  the  conclusion  of  a  study  by  Murray  A.  Straus 
and  Mallie  J.  Paschall  of  the  University  of  New  Hampshire 
Family  Research  Laboratory.  In  interviews  two  years  apart,  the 
scientists  asked  the  mothers  of  960  children  whether  and  how  often  they  had 
smacked  their  kids  during  the  previous  week.  The  first  time  almost  three- 
quarters  fessed  up;  the  second  time,  the  number  was  about  two-thirds.  Then 
Straus  and  Paschall  measured  the  kids'  cognitive  abilities.  Sure  enough,  the 
children  who  were  spanked  the  most  were  farthest  behind  cognitively.  Straus 
and  Paschall  say  that  parents  who  don't  paddle  probably  spend  more  time 
talking  and  explaining  to  their  offspring — 
stimulating  their  brains  in-  «*■ 

stead  of  their  butts, 


as  it  were 
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FINE     JEWELLERS     WORLDWIDE 


6"  wide.  9"  high.  100MB  dee 

(THE  NEW,  SMALLER  CROSSPAD 


P  v«^Bnotes  on  your  PC 
search  your  rjbtes  by  keyword  or  date 
convert  sele^d  phrases  to  text 
cut  and  paste  into  other  documents 
e-mail,  print,  or  fax  notes  from  your  PC 


~^*^^,  ~  The  new  CrossPad  XP  It's  the  perfect  partner  to  the  original  CrossPad. 
i^jri  It  holds  over  80  pai,  '  ol  notes  in  its  own  1MB  Chip  Take  it  everywhere  And 
Ink   Manager      take  your  notes  and  it      to  the  next  level  800-510-9660  wwwcross-pcg.com. 


XP 


AVAILABLE    AT  COW  COMPUSA  LEVENGEH  MICOOCENTER  MICROWAREHOUSE  OFFICE    MAX  PC    CONNECTION  S' 


How's  It  Taste 
on  Pineapple? 

URBAN  A,  ILLINOIS— 
Finally,  some  nutrition 
news  we  can  get  behind: 
Honey  is  good  for 
you.  Researchers  at  the 
University  of  Illinois 
have  discovered  that 
honey  contains  antioxi- 
dants, which  are  com- 
pounds such  as  vitamins 
C  and  E  that  fight  ev- 
erything from  arthri- 
tis to  cancer.  The 
amount  of  the 
good  stuff  de- 
pends on  what 
©  flowers  the 

bees  fed  on, 
and  darker  hon- 
eys have  more 
than  lighter 
ones.  The  dark 
honey  of  bees 
that  fed  on 
Illinois  buck- 
wheat flow- 
ers, for 
example, 
^^^^^^    has  20  times 
the  antioxidants  of 
the  light-colored 
output  of  bees  that 
dine  on  California 
sage.  In  fact,  bite 
for  bite,  you  get  as 
much  antioxidant 
punch  from  buck- 
wheat honey 
as  you  do  from  the 
vitamin  C  in 
a  tomato.  Not  that 
you  should  give 
up  tomatoes 
for  honey.  And  not 
that  you'd  eat  a 
tomato's  weight  of 
honey  in  one  sit- 
ting— would  you? 


How  About  If  We 
Just  Swallow 
the  Whole  Bottle? 

STORRS,  CONNECTICUT— As 
long  as  you  think  Prozac  is  helping 
you,  this  new  research  won't  mat- 
ter— in  fact,  that's  more  or  less  its 
point.  After  analyzing  19  studies  on  an- 
tidepressants, psychologists  Irving  Kirsch 
of  the  University  of  Connecticut  and  Guy 
Sapirstein  of  Westwood  Lodge  Hospital  in 
Needham,  Massachusetts,  say  that  three- 
quarters  of  the  benefit  of  such  medications 
comes  from  the  patient's  belief  that  the 
drug  will  work.  Only  a  quarter  of  the  effect 
might  come  from  the  drug  itself. 


I  KNEW  IT. 

IKNEWW. 

PHILADELPHIA— Better  to  become  a  pes- 
simist when  you're  older — it  makes  you  more 
realistic  about  life.  So  say  psychologists  Derek 
Isaacowitz  and  Martin  Seligman  at  the  Un- 
iversity of  Pennsylvania.  They  studied  71 
seniors,  ages  64  to  94,  expecting  to 
see — as  is  the  case  for  younger  peo- 
ple— that  pessimism  leads  to  de- 
pression. To  their  surprise,  they 
found  that  optimistic  oldsters  actu- 
ally became  most  downcast  by  life's 
downturns,  such  as  the  death  of 
a  friend.  On  the  other  hand,  opti- 
mists who  had  not  recently  ex- 
perienced a  negative  event  were 
the  happiest.  The  pessimists, 
however,  clung  steadily  to  the 
middle  ground,  reporting  an 
intermediate  level  of  depression 
no  matter  how  good  or  how 
bad  things  had  been.  The  re- 
searchers say  that  it  appears  an 
upbeat  approach  combats 
youth's  temporary  setbacks — 
failed  midterms  or  a  job  lay- 
off— but  offers  no  help  for 
the  losses  of  later  life.  • 


FYI 
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On  The  Road  Again 


vington,  Virginia:  If  you're  a  fan  of  the 
pesapeake  Bay,  head  tor  the  waterlapped 
wn  of  Irvington,  Virginia.  It's  not  the  leg- 
dan  Tides  Inn  we're  touting,  but  an  out- 
geous  little  upstart  just  down  the  street,  the 
ape  and  Glory  Inn 

Though  surrounded  bv  a  white  picket 
ace  and  a  nostalgic  garden,  the  sunny  yel- 
y  1890s  schoolhouse  belies  its  Victorian 
erior.  Indeed,  the  sense  of  humor  through - 
t  Hope  and  Glory  will  soon  have  you  won- 
ring:  what's  going  on  here? 
That's  just  the  reaction  owner  Bill  West- 
00k,  president  and  creative  director  of 
on  McElligott,  was  going  tor.  West- 
ook's  "addiction  to  dead-end 
dings"  was  propelled  into  action 
en  he  spied  the  then-derelict 
cture  three  years  ago.  He  had 
ish  craftsmen  create  airy  spaces 
d  installed  a  central  sound  system 
infuse  both  house  and  garden  with 
usic.  He  also  hired  North  Carol- 
set  designer  Lisa  Sherry  to  fill 
e generous  spaces,  creating — what 
? — a  stage  set.  Walls  came  down 
d  decorative  columns  entwined 
th  grape  vines,  dried  flowers  and 
iv  lights  went  up.  Local  folk  artists 
e  Brad  Stephens  were  commis- 
Dned  to  design  amusing  functional 
eces  to  coexist  with  naive  antiques, 
d  wicker  and  overstuffed  furniture. 
The  result  is  a  hoot.  Old  ship 
odels  and  Shaker  chairs  share 
ace  with  life-size  pull  toys  and 
pboards  festooned  in  wooden 
ars.  American  flags  are  used 
•  table  skirts,  while  weathered 
rdhouses  serve  as  coffeetable 
tses  and  towel  racks.  And  every- 
here  is  Westbrook's  collection  of 
cuberant  unschooled  art  and 
>vs — some  of  which  is  for  sale. 


Choose  rooms  in  the  main  building  or 
quaint  apartments  in  the  miniature  cottages 
hung  with  flowering  vines.  Don't  miss  the 
southern  breakfasts,  such  as  pecan  waffles, 
cheese  grits  and  fresh  biscuits  served  at  the 
long,  scuffed  kitchen  table.  There  is  great 
boating  and  fishing  on  sheltered  Carter's 
Creek  and  the  Rappahannock  River.  On 
land,  explore  country  roads  bvbike,  play  golf 
on  two  nearby  courses,  or  browse  the  Kil- 
marnock Antiques  Center.  Evenings  are  best 
spent  sampling  local  seafood. 

This  destination  is  hopelessly  romantic, 

essentially  undiscovered,  and  guaranteed 

to  make  you  laugh.  The  Hope  and  Glory  Inn, 

King  Carter  Drive,  Irvington, 

Not  your  typical       VA  22480;  seven  rooms  in  the 

Victorian  Inn:         main  house  $ioo-$ij^,  cottages 

the  Hope  and         $ij^-$iyy,  800-497-8228;  804- 

Glory  in  Irvington,    438-6053. 

Virginia.  — MARION  LAFFEY  Fox 


Great  spas  in 
Italy  and 
Switzerland. . . 
Relief  for 
aching;  skiers... 
Things  that 
go  grrrrrr  in 
the  night. . . 


FYI 


Skilled  therapists,  good  food  and  a  stirring  set- 
ting, at  the  Mirador  Spa,  Vevey,  Switzerland. 

Two  Special  European  Spas:  I'm 

it  Termedi  Satumia  in  Satumia,  Italy, 

booking  spa  treatments. 

"Try  the  massage  shower,  given  by 

Enrica  and  Tamara.  It's  quite  special, 

a  new  treatment." 

"Sounds  great.  How  does  it  work?" 
"You  undress  and  lie  face  up  on  a 

bed  covered  with  a  plastic  sheet.  If  you 


wish  you  can  wear  a  disposable 
thong-like  thing." 
"Hmmm." 

"Right.  Then  the  two  young 
ladies  work  in  tandem  massag- 
ing you  with  oils,  while  a  pipe 
with  small  shower  heads  moves 
over  your  body,  up  and  down, 
with  a  constant  light  spray  of 
our  famous  therapeutic  waters." 
'While  they  give  me  a  total 
body  massage?" 

"Yes.  It's  a  very  sensuous 
experience.  Book  now.  It's 
very  popular." 

"Should  my  wife  be  there, 
you  know,  just  to . . . " 

"Not  at  all.  She  should  do  it, 
too.  What  time  should  I  book  her  for?" 
As  spa  experiences  go,  this  was  an 
eye-opener.  But  it  was  only  one  of  the 
pleasures  available  at  Saturnia,  where 
the  thermal  spring  has  served  the  sen- 
suous, wounded,  mystical  and  curious 
since  before  the  Romans  turned  it  into 
a  retreat.  Saturnia  is  not  one  of  those 
cookie-cutter,  megahotel/spas  found 


everywhere.  For  one  thing  there  is  thil 
constant  smell  of  sulfur,  so  strong  thai 
my  wife  almost  had  us  packing  after  i  J 
minutes.  (You  get  used  to  it  quickly! 
"  Then  there's  the  constant  chatter  u| 
and  down  the  halls,  or  friends  of  youj 
masseuse  popping  in  for  a  quick  worcl 

Saturnia's  90  rooms  are  moden| 
minimal  and  serene.  Take  a  plunge  i 
the  thermal  spring  or  give  yourself! 
workover  in  the  various  cascades.  Yo 
can  also  hike  through  vineyards  t| 
Etruscan  sites  and  spectacular  hilltol 
towns,  which  are  some  of  Tuscany 
greatest  wonders. 

Good  food  is  essential  at  any  sp 
and  Saturnia's  is  superb:  lemon  arl 
olive  oil  drizzled  vegetables,  grilld 
meats  and  fish,  and  a  good  wine  lisj 
The  pastas  are  always  fresh  and  til 
desserts  are  delicious. 

We  booked  into  the  Mirador  S\ 
up  the  mountain  from  Vevey,  Switj 
erland,  expecting  excellent  quality.  1 1 
a  Leading  Hotel  and  gets  good  writ 
ups  in  the  newsletters,  so  our  anticipj 
tion  was  intense.  Mirador  lives  up[ 


i^J^ar  rrom  the  madding  crowd. 

In  trie  very  heart  or  Fauhourg  Saint-Honore. 

Elegance.  Privacy.  And  impeccable  service. 
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IS   IT   POSSIBLE   TO   BE   THIS   PASSIONATE 

ABOUT   A   DOCUMENT   SYSTEM? 
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Lift  the  hood.  It  is  there  you'll  understand  one's  appreciation  for 
the  remarkable  Minolta  Di62o.  Designed  specifically  to  allow 
you  to  control  your  copying  and  printing  in-house  with  unmatched  productivity  and  powerful 
document  finishing  capability.  #  At  it's  heart,  an  advanced  digital  image  processing  technology: 
LIMOS  (Laser  Intensity  Modular  System),  Minolta's  exclusive  process  that  uses  a  one-dot 
intensity  varying  method  to  reproduce  halftones  with  subtle  precision.  #  Yet  perhaps  what  really 
warrants  your  personal  affection  is  the  Di62o's  amazing  ability  to  finish  the  job.  It  staples  in  three 
positions.  Punches  2-hole  or  three-hole.  Even  folds  in  three  ways:  half-fold,  crease-fold  (with 
saddle-stitch),  or  z-fold  for  oversized  pages.  #  Of  course,  you  can  access  all  these  capabilities 
directly  from  your  desktop  using  the  Di62o  as  a  network  printer.  Experience  the 
power  of  the  Di62o.  See  why  it's  nothing  short  of  a  high  performance  machine. 


For  more  information  call  1-800-964-6658.  www.min0ltad3.com/ad. 


MINOLTA 


Meridian 
Chronograph 

To  honor  the  Royal 
Geographical  Society, 
Delma  has  created  the  Meridian 
multifunction  Chronograph  with 
digital  date  and  month.  Speed 
tachymeter.  Two  time  zones, 
alarm  function  and  unidirectional 
flyback  sweep  second  hand.  Stainless  steel  case  with 
metal  bracelet  or  with  a  genuine  leather  strap.  Scratchproof 
sapphire  crystal.  Swiss  made.  Water-resistant  to  100  m. 
Limited  edition  of  5000  pieces  with  certificate.  S  895.- 

DELMA 

0>  UULM  □ 

Quality  made  affordable 

Delma  USA  Ltd. 

145  Huguenot  Street,  New  Rochelle,  NY  10801 

Phone  (914)  235-771 1  •  Fax  (914)  576-3459 

Please  send  me  more  information  about 

J  Meridian  Chrono         J  Delma  collection  1998 

Name 

Address  


Fax 


MILLIO 

dojxar  run 

The  "Authentic "polled 
Created 'By  The  Ameri< 


Commissioned  in  1988  ai 

^IfSS^^R  i^tfT^WH  I  exclusive  0ne  Time  0nly[ 

' //VVw^^^^^liClftTuiMily^ \11A    I  ^y  tne  'nternati°na'  Associj 

■  of  Millionaires  (I.A.M.). 
Unique  Certificate  of  Wealth  I 
U.S.  Currency,  but  a  Finely  Dej 
Limited  Edition  Collectible.  Both  sides  were  printed  in  Ban  I 
Multi-Colors  using  Engraved  Steel  Plates.  Each  Bill  is  Individually  Serial  Num  I 
hd  has  High-Tech  Features  to  prevent  counterfeiting,  including  Micro-Printing,  Latent  In  | 
rid  Invisible  Ink.  The  Million  Dollar  Bill  actually  looks  and  feels  better  than  real  money. 

▲  A  Unique  Promotional  Item  For  Business  Use 
▲  An  Impressive  "Thanks  A  Million"  Gift  For  Associates  I 

Each  Crisj)  New  Bill  comes  within  a  Clear  Plastic  Currency  Holder,  with  a  Certifici 
Authenticity  and  a  Brochure  that  tells  the  story  behind  The  Million  Dollar  Bill  -  all  in 
gold  printed  Gift  Envelope.  A  limited  Quantity  of  Bills  remain  for  sale,  and  All  Plates  | 
Been  Destroyed  to  Prevent  Further  Printings  of  this  Popular  Collectible.  Price  per 
$18.50  each  (ten  Bills  are  $14  each).  Quantity  Discounts  Available.  The  Million  Dollar  \ 
Are  Almost  Sold  Out.  Price  will  continue  to  increase  as  supply  decreases. 

Call  800-448-7544  to  order  with  VISA  /  MASTERCARD  /  AW  | 

To  order  by  mail  send  check  or  money  order  payable  to: 
IAM.  ENTERPRISES  •  2519  McMullen  Booth  Rd  •  Suite  5 10-X  Clearwater,  FL  3  I 
Ph:  (813)  773-0311  •  Fax:  (813)  773-0267  •  Web:  www.milliondollarbill.com  | 
Ml  orders  .shipped  within  5  business  days.  Shipping  &  handling  included  in 
«"i  !'or  orders  within  tho  us  a   Pinnnu  rpsiiipvts  Ann  7°,..  sai.f.s  t\x 
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,R  NOW  WHILE  SUPPLIES  LAST! 


NO   MORE   SIT-UPS 

'HE    FUTURE    OF    FITNESS    IS    HERE 


All  fitne4*2QQ0  units  are  portable,  lightweight,  and  so 
Compact  you  can  use  them  anywhere  -  whether  at  home,  away 
or  even  at  work!  Our  electronic  muscle  exercisers  offer  two 
frequencies.  While  a  forty  -  minute  treatment  of  Electronic 
Muscle  Stimulation  can  be  equivalent  to  eight  -  hundred  sit- 
ups,  push-ups,  or  scissor  lifts.  Not  used  as  a  medical  device 


Starts  at  $199.95,  4  easy  payments  of  $49.99.  All  credit  cards  accepted. 


EACH  MACHINE  INCLUDES: 

•  Free  AC  Adapter 

•  Portable  battery  option 

•  Detailed  Pad  Placement 

•  Chart  for  each  muscle  group 

•  Knowledgeable   customer  service 

•  2-Year  unlimited  warranty 

•  30  day  trial  period 

•  15%  restocking  fee 


You've  always  be 
known  for 
your  astute 
financial  acumei 


;r  DO  YOU... 
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1 
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HB 


That's  why  yoi 
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of  purchasing 

anything  but  LG 

and  TOYTRAIN* 
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G-scale  trains 
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even  enjoy! 
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ie  billing  with  skilled  therapists, 
od  food,  and  a  stirring  setting.  The 
kff  is  efficient  and  works  hard  for 
pur  comfort,  especially  the  masseuses 
Iho  display  an  amazing  ability  to 
rid  the  kinks  on  your  body  all  by 
temselves.  The  workout  areas  are 
fever  so  full  that  you  can't  complete 
pur  routines,  and — unlike  too  many 
pas — the  steam  room  is  always  good 
lid  hot. 

I  Most  ot  the  87  rooms  at  Mirador 
|ok  out  on  Lake  Leman  and  the  as- 
lunding  beauty  of  the  Alps.  Broad 
Istas,  ever-changing  weather,  a  spec- 
Icle  that  evokes  music  from  Bach  to 
leethoven  to  Deep  Purple.  For  a 
nange  of  pace,  climb  aboard  the  fu- 
icular  that  grinds  up  and  down  the 
fountain,  and  stroll  the  quayside  of 
evey.  Then  take  a  ride  on  one  of  the 
[vely  sidewheeler  lake  boats.  Drop  in 
p  a  lakeside  restaurant  for  a  cool 
kal  lager  and  lake  perch — it's  special 
p  the  area.  Swiss  wines  have  a  very 
^sophisticated  rule  of  thumb:  the 
igher  the  price,  the  better  the  wine. 
00k  tor  Dezaley,  Aigle,  Epesse,  or 
vorn  for  a  sure  thing. 

Terme  di  Saturnia,  Saturnia,  Italy; 
\om  $300  for  a  double  room;  39-0564- 
01061,  fax  39-0564-601266;  term- 
aisaturnia.com.  Le  Mirador,  Mont- 
\elerin,  Switzerland;  singles  from  $242, 
Rubles  from  $294;  (800)  MIRADOR; 
^-21-925-1111, fax  41-21-925-1112. 

— Bob  Laidlaw 

•eep  South  Africa:  My  long, 

usty  drive  through  the  Kwazulu- 
ilatal  region  of  South  Africa  ended 
t  the  iron  gate  of  the  Phinda  Re- 
ource  Reserve.  A  no-nonsense, 
'ell-armed  guard  in  camouflage  and 
lirrored  sunglasses  emerged.  He 
idn't  find  my  name  on  his  list  and 
ever  took  his  eyes  from  me  as  he  ra- 
ioed  to  confirm  my  reservations.  I 
'aited  nervously,  perusing  the  omi- 
ous  warnings  on  large  sign  nearby: 
-ion,  elephant,  buffalo,  rhino,  leop- 
rd  and  other  dangerous  animals  are 
be  found  in  the  reserve";  "Poison- 
is  snakes  are  to  be  found  in  the  res- 
ential  area";  "The  reserve  is  situated 


CARESSING  THE  DAMASK  COVERLET 

IN  THE  TEMASEK  SUITE 

he  reflected  misty-eyed  on  times  past.  Fifty  years  it  had  been 
since  he  had  slept  with  his  beloved  wife  in  this  very  same  suite. 
It  had  been  their  wedding  night.  How  he  wished  she  were  there 
now.  Half  a  century  ago,  and  yet  it  seemed  like  yesterday.  Tears 
sprang  unbidden  as  recollections  of  their  honeymoon,  fresh  as 
the  Orchids  on  the  bedside  table,  bloomed  in  his  memory.  The 
scent  and  soft  colours  of  the  room  captured  his  reminiscences 
causing  time  to  stand  still.  A  gentle  knock  at  the  door  roused 
him  from  his  reverie.  Opening  it,  he  found  a  Bell  Boy  laden 
with  shiny  packages.  'Is  y^^H^s.  everything  all  right,  sir?' 
he  gently  enquired. 'Just  f  (QJBBjfflj)  ))  thinking  about  my  late  wife' 
responded  the  gentleman,  ^^apor,*^ somewhat  forlornly. 'I'm  not 
that  late! '  chirruped  a  voice  in  the  corridor.  And  in  skipped  the 
lady  in  question,  as  girlishly  as  she  had  some  fifty  years  before. 

Raffles  Hotel,  I  Beach  Road.  Singapore  189673. Tel:  (65)  337  1886.  Fax:  (65)339  7650.  E  mail:  raffles@pacific  net  sg 
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For  decades,  our  oasis  has  helped  guests 
forget  the  outside  world.  Even  Waikikl. 


Opened  in  1927.  The  Royal  Hawaiian  brought  fame  to  Waikikl  Beach. 
Thus  we  must  confess  we're  partly  to  blame  for  the  crowds  that  now 
roam  our  boulevards.  But  within  our  fabled  pink  walls,  the  bustle  of  modem 
Waikikl  fades  and  a  feeling  of  serenity  takes  hold.  You  find  yourself 
in  another  Waikikl:  a  secret  corner  of  the  map.  graced  by  the  luxuries 
of  a  legendary  era  and  service  that  anticipates  even  need,  wish,  and  whim. 


Only  at 

The  Royal. 

For  reservations, 

rail  your  travel 

counselor  or 

1.800.325.DWX 

or  visit 

www.sheraton- 

hawaii.com. 

k  vry.s  i  rom 

$419* 

Ocean  View  Rooms 

$279* 

Historic  Wing  Rooms 
w/5th  night  free 

*Offer  Valid  with  travel 
completed  hrtueen 

l2/20m-/2/25m 

Suhjr,  i  lo  change 

un<\  availabUily. 

Oilier  restrictions  apply. 

Cull  for  ttimfdetc  terms 
and  conditions. 


THE  ROYAL  HA\UII\N 

Waikikl 


in  a  malaria  area." 

The  guard's  smile  suddenly  swung 
open  like  the  gate.  An  hour  later, 
travel  ordeals  were  washed  away  as  I 
emerged  from  the  cold,  flowing 
plunge  pool  on  the  private  deck 
of  my  bungalow  at  the  Rock 
Lodge,  one  of  six  built  into 
a  cliff.  I  listened  to  birds 
I'd  never  heard  before  while 
gazing  down  on  a  broad,  green 
valley  animated  by  giraffe, 
zebra,  warthogs  and  an- 
telope. Pulling  a  bottle 
of  South  African  wine 
from  the  ice  bucket,  I  sat 
down  to  a  gourmet  lunch 
and  awaited  nature's 
next  surprise. 

Rock  Lodge  is  the  newest 
Phinda's  four  lodge  clusters.  Adobe 
walls  and  huge  windows  encase  roomy 
interiors  of  rough-hewn  luxury, 
drapes  of  mosquito  netting  framing  a 
sculpted  metal  headboard.  It's  quite  a 
contrast  to  the  wild  things  outside — 
just  don't  leave  your  door  after  dark 


without  an  armed  guard. 

The  Phinda  Reserve  evolved  from 
misused  farmland  acquired  by  Con- 
servation Corporation  Africa,  Africa's 


Where  the  wild 

things  are: 

South  Africa's 

Phinda  Resource 

Reserve. 
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premiere  safari  company.  Clearing  in- 
vasive bush  revealed  seven  distinct 
ecosystems,  from  rare  sand  forest  to 
palm  savanna  to  river  wetlands.  The 
biggest  restocking  ever  undertaken  on 
private  land  returned  over  2,000  head 
of  game.  It's  a  Noah's  roll  call  of  flora 


and  fauna.  Skies  are  colored  by  butter 
flies  that  would  thrill  Nabokov,  and  h 
over  350  bird  species. 

The  reserve's  17,000  hectares  bordei 
a  large  public  game  park  in  Zulu 
land,  near  the  northeast  coast  c 
South  Africa.  Private  planes  extend  % 
treasures  like  Sodwana  Bay,  a  divini 
mecca  with  broad  beaches  and  thli  p., 
world's  highest  vegetated  sani 
dunes.  Phinda  itself  offers  up  th 
Big  Five — Hon,  rhino,  leopji 
ard,  water  buffalo  and  ele-i  ail 
phant.  Other  game,  fror«  ,  :. 
4&    long-quilled  porcupines  ta  j 
bush  babies  to  Nyala  ante  i 
lope,  are  no  less  dazzling.  B.M. 
day  you  can  see  animals  durirrJ 
open  Land  Rover  game  drives.  P  *J 
night  they  come  to  light  under  infrai 
ed  beams,  like  ghosts  in  a  funhous ,  I 
During  bush  walks  with  an  armcj 
ranger,  you  can  test  your  stealth  by  tn 
ing  to  slip  close  to  the  animals.  Or  yc 
can  stay  more  distant  on  a  riverboa  l 
armed  with  G&T's,  as  crowned  eagl 
circle  to  pluck  hapless  monkeys  an 


i(uirrels  from  trees  and  crocodiles 
latch  tor  butterfingers.  Follow  the 
fies,  and  you'll  be  just  fine.  Phirtda 
usource  Reserve,  South  Africa;  rooms  in 
\e  Rock  Lodge  $500  per  person/ double 
lcupanc\;  2J-11-J84-JOJJ,  fax  27-11- 
V4-J66-.     — Skip  Kaltenheuser 

ive...  Four. ..Three. ..Two...: 

there's  still  time  to  get  in  on  this  year's 
plashiest  New  Year's  celebration.  On 
[ecember  31,  1998,  the  Chateau  de 
ersaiUes  will  hold  a  lavish  year-end 

ish  featuring  fireworks  from  the  Hall 
["Mirrors,  baroque  music  in  the  Chap- 

le  Rovale,  and  cuisine  inspired  by 
jouis  XVs  dinner  for  Mme.  du  Barry 

■rved  up  by  a  two-star  French  chef. 

11  tor  only  around  $1,400  per  reveler. 

ind  they're  doing  it  again — even  more 

.  v — in  1999.  For  tickets  and  info: 

|c  Baldu  Roy,  33-1-43-59-1648^x33- 

43-59-1649;  lebalduroy@aol.  com. 

— Stephanie  Turrett 

High:  N  Iy  scapula  was  winging, 
y  feet  were  pronated  and  my  back 


displayed  signs  of  lumbar  lordosis.  So 
sayeth  the  physical  therapist  during 
my  biomechanical  evaluation  at  the 
Aspen  Club,  and  while  I  fared  bet- 
ter during  the  Microfit  fitness  test,  I 
admit  it  was  the  other  rides  at  this 
wellness  amusement  park — the  Feld- 
enkrais  movement  class,  qi  gong 
breathing  exercises  and  the  Teuton- 
ically  titled  Krauter  Kiir — that  kept 
me  coming  back. 

The  newly  renovated  77,000-square 
foot  facility  used  to  be  known  as  a 
rundown,  ^os-era  tennis  club  (replete 
with  paneling,  shag  carpet  and  avo- 
cado furniture).  Now,  it  dubs  itself  the 
nation's  "first  truly  integrated  center 
for  well-being  and  vitality,"  and  boasts 
four  components — fitness  center,  spa 
and  salon,  the  Sports  Medicine  Insti- 
tute and  an  integrated/complemen- 
tary medicine  center.  Tennis  pros  like 
Martina  Navratilova  have  trained  on 
the  fitness  center's  indoor  and  out- 
door courts;  members  of  the  U.S.  na- 
tional ski  team,  when  not  receiving 
physical  therapy  for  torn  ACLs,  spend 


their  time  in  the  simulated  ski-and- 
snowboard  studio  (available  to  the 
decidedly  less  skilled  as  well).  I  took 
a  more  traditional  route,  working 
out  on  the  cardiovascular  equipment 
with  a  gorgeous  view  of  snow-capped 
mountain  peaks  and  the  ubiquitous 
aspens.  Then  it  was  time  for  the  push- 
and-pull  of  an  hour-long  Pilates  ses- 
sion with  my  own  trainer,  a  gentle 
brute  from  Scandinavia.  Imagine  the 
feeling  the  morning  after  a  really 
bad  fall  while  skiing  down  Aspen 
Mountain.  Pilates  achieves  the  same 
effect — in  about  five  minutes. 

But  the  Aspen  Club  isn't  all  about 
work:  A  walk  on  a  nearby  hiking 
trail,  tea  in  the  Warming  Room,  a 
massage  and  an  acupuncture  session 
can  go  a  long  way  toward  alleviating 
the  pain  of  good  health.  The  Aspen 
Club,  1450  Crystal  Lake  Road,  Aspen, 
CO  81611.  Memberships,  day  and  cor- 
porate packages  and  events  available. 

(97°)  925-89°°;fax  (97°)  925~9543< 
www.aspenclub.com.  • 

— Lorraine  Korman 


BAUME  &  MERCIER 

MASTER  WATCHMAKERS  SINCE  1830 -GENEVE 

cation  of  the  authorized  Baume  &  Mercier  jeweler  nearest  yo 
of  our  catalog  call  1-800-MERCIER.   hrtp://www.baume-et-n 


N'T  FLY  FOR 


By  Charles  Gaines 
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fou'll  have  to  go  to  South  America  to  find  th 
orld's  best  wing-shooting  lodge.  But  Los 

ImbUeS  Will  be  WOrth  it.   Photographs  by  Tom  Montgomery 

LLWAV  AT  LOS  O.MBUES  BIRD-SHOOTING  LODGE  IN  ARGENTINA  HANG  PHOTOGRAPHS 

everv  group  of  sport,  that  has  shot  there  since  the  lodge  opened  in  August  1995.  The  photos  have  one  thing  in  corn- 
nan,  everyone  in  them  1S  grinning.  Having  recently  returned  from  Los  Ombues  myself,  I  can  tell 
:  not  stock,  for-the-camera  grins,  but  rather  the  way  your  face  ineluctably  arranges  itself  after  a  stay 
■he  best  shooting  lodge  in  the  world.  (If  you  are  automatically  skeptical  of  superlatives  used  by  corruptible  maga- 
le  put  it  to  you  this  way:  Show  me  a  better  one  anywhere  and  I  will  eat  my  Winchester  Model  21 ) 
sthe  creation  of  Carlos  Sanchez,  43,  who  for  more  than  a  decade  has  been  one  of  Argentina's  pre- 
fer high  quality  trout  fishing  and  wing  shooting.  In  1992  Carlos  and  his  partners  bought  2,500  acres 
Tnd  leased  40,000  more  in  the  bird-rich  farming  country  of  Entre  Rfos  Province,  some  300  miles  north  of  Buenos 
s,  and  built  there  a  baronial  12,000-square-foot,  red-brick-and-yellow-stucco  lodge.  For  the  land  and  building 
hey  paid  more  than  $2  million,  a  handsome  sum  in  Argentina.  But  two  or  three  times  that  much  would  not  have  been 
|x>  high  a  price  tor  what  they  now  have:  Perhaps  the  only  place  on  earth  where  guests  can  stay  in  fine-tuned  luxury 
Ind  enjoy  three  types  of  shooting  for  wild  birds,  all  close  by  the  lodge  and  all  world-class  in  quantity  of  game  and  qual- 
y  of  shooting  experience.     •     Photographer  Tom  Montgomery  and  I  and  two  friends  from  South  Carolina,  Janet 
i  Ben  Mixon,  arrived  at  Los  Ombues  on  May  13.  Two  days  before  that  a  guest  had  shot  his  daily  limit  of  20  ducks 
10  minutes,  a  limit  of  seven perdiz  in  another  20  minutes,  and  then  caught  a  number  of  fanged,  acrobatic  dorado 
n  a  fly  rod  from  the  river  below  the  lodge— all  before  lunch.  After  that  meal,  he  napped  for  awhile,  then  went  out 
shot  235  doves  in  the  last  couple  of  hours  in  the  afternoon.     •     Regardless  of  what  you  might  read  somewhere, 
ie  good  old  days  were  never  that  good.  To  put  it  in  perspective  for  American  hunters,  if  you  took  the  best  duck  hunt- 
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The  population  of  eared  dove  around  Los 
Ombues  has  been  estimated  by  the  Argenj 
tine  Wildlife  Department  at  16  million  birds 

ing  Arkansas  ever  offered,  the  finest  walk-up  quail  shoot- 
ing there  ever  was  in  Georgia  and  dove  shooting  that  was  j 
twice  as  good  as  any  state  ever  had  it  and  put  them  all  to- 
gether in  one  place,  you'd  only  be  getting  close  to  the 
shooting  at  Los  Ombues. 

The  primary  reason  for  this  avian  abundance  is  habitat. 
The  province  of  Entre  Rios,  lying  between  the  Uruguay 
and  Parana  rivers,  is  a  region  of  fertile  soil  and  benign 
weather  where  vast  acreages  of  soybeans,  wheat,  sunflow- 
ers, sorghum  and  corn  are  cultivated.  The  combination  of 
all  that  bird  food,  plenty  of  water,  a  mild  climate  encour- 
aging multiple  hatches  and  virgin  timber  stands  for  cover 
and  roosting  has  produced  a  paradise  for  the  eared  dove. 
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This  bird — which  looks  much  like  the  North  American 
mourning  dove — is  so  numerous  in  Entre  Rios  that  they 
are  considered  agricultural  pests  and  no  season  or  limit  is 
imposed  on  the  shooting  of  them.  The  population  of  eared 
dove  around  Los  Ombues  alone  has  been  estimated  by  the 
Argentine  Wildlife  Department  at  16  million  birds. 

The  spotted  tinamou,  locally  known  asperdiz — an  en- 
dearingly dowdy,  mottled-brown  bird  about  a  time  and  a 
half  as  large  as  a  bobwhite  quail — also  finds  the  province  a 
congenial  place  to  live,  and  can  be  found,  sometimes  in  as- 
tonishing numbers,  carrying  on  its  business  in  open  fields 
of  grasses  rarely  more  than  mid-calf  high.  As  for  the  ducks, 
they  have  the  endless  grain  fields  for  their  dining,  and  for 
living  accommodations  a  wetlands  system  associ  ito 
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Counterclockwise 
from  top  left:  Three's 
company,  in  a  duck- 
boat;  a  luxurious,  well- 
lighted  lodge;  co- 
manager  Juan  Pablo 
with  his  German 
shorthair;  in  the  pre- 
dawn light,  Carlos  and 
the  author  wait  for 
their  quarry  to  decoy; 
it  s  a  lovely  walk 
back  for  cocktail  hour. 


lie  enormous  Rio  Parana  that  is  equal  in  size  and  com- 
plexity to  anything  along  the  Mississippi.  From  the  rear 
Trrace  at  Los  Ombues  you  look  downhill  onto  a  backwa- 
br  marsh  250  miles  long  by  80  miles  wide  that  is  literally 
teming  with  two  varieties  of  tree  ducks,  shovelers,  four 
iinds  of  teal,  widgeons,  pintails,  Brazilian  ducks  and  the 
redominant  rosy-billed  pochards.  Were  it. in  the  U.S., 
11s  marsh  would  be  cheek-to-jowl  with  blinds  and  stran- 
jled  with  regulations,  limits  and  shooting  times.  Here,  you 
lave  it — as  you  do  the  dove  stands  an&perdiz  fields — en- 


tirely to  yourself;  and  virtually  the  only  shoot- 
ing limitations  are  the  lodge's  and  your  own. 

This  is  as  it  must  be,  since  Requirement 
Number  One  of  the  ideal  shooting  lodge  is  that 
it  provide  a  variety  and  plenitude  of  wild  birds 
to  shoot  at  in  an  environment  that  feels  prehis- 
torically  absent  of  both  hunting  pressure  and 
bureaucracy.  Requirement  Number  Two  is  that 
the  shooting  be  of  a  consistently  high  quality 
and  that  at  least  some  of  it  involve  good  dogs. 
We  will  get  to  that  presently,  but  for  now  let  us 
consider  Requirement  Number  Three,  which 
stipulates  that  you  must  be  cossetted  within  an 
inch  of  your  life  whenever  you  are  not  shooting. 
Los  Ombues  sits  atop  a  hill  as  assured  and 
comfortably  proportioned  as  an  investment 
banker  at  the  Knickerbocker  Club,  looking  out 
over  a  rolling  dun  and  olive  countryside  of  fields,  marsh 
and  stands  of  the  effusive  ombu  tree  for  which  it  is  named. 
It  will  sleep  14  shooters,  in  seven  large,  airy  bedrooms,  each 
with  private  bath,  but  Carlos  and  his  brother  Juan  Pablo, 
who  co-manage  the  lodge,  prefer  groups  of  8  to  12.  Tended 
by  a  full-time  staff  of  six,  the  building  is  full  of  light,  with 
polished  brick-and-wooden  floors,  Oriental  rugs,  a  large 
fireplace,  antique  country  furniture  and  decoys,  mounted 
birds  and  a  good  collection  of  sporting  books.  There  is  a 
wide  tile  patio  in  front  and  back,  a  mud  room  for  boots, 
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shotguns  and  waders;  and  a  gun-cleaning  room.  Outside, 
there  is  a  huge,  covered  grill  for  the  splendid  Argentine 
barbecues  called  asados,  a  swimming  pool  and  a  120-yard, 
nine-iron  driving  range  to  a  green  and  a  flag.  Laundry 
dropped  outside  your  door  any  time  of  day  is  returned 
pressed  or  folded  in  four  or  five  hours.  Beds  are  turned 
down  in  the  evening  and  fresh  bottles  of  spring  water 
placed  on  the  tables  beside  them.  There  are  good  riding 
horses  and  mountain  bikes  in  the  barn  for  those  who  might 
not  shoot,  and  a  masseuse  is  available  anytime.  The  bar  is 
always  full  and  open  at  Los  Ombues,  as  is  a  box  of  Cuban 
cigars.  And  then  there  are  the  meals. 

If  you  are  ducking,  your  day  begins  at  six  a.m.  around 
the  long  dining  table  with  a  breakfast  of  fresh  breads,  fruits 
and  juices  and  a  cup  or  two  of  eye-opening  Argentine  cof- 


interesting  to  listen  to  as  it  is  any- 
where else  in  the  world,  it  is  hardly 
necessary,  as  the  teal  and  big  rosy- 
billed  pochards,  particularly,  are  nat- 
ural decoyers  and  present  in  such 
numbers  that  often  you  can  look  up 
anywhere  into  the  sky  surrounding 
the  blind  and  see  more  flying  ducks 
than  air  between  them — a  sight  no 
North  American  hunter  has  seen  on 
a  regular  basis  in  a  long  time. 

It  was  the  best  duck  hunting  I 
have  ever  experienced — so  good  that 
on  both  days  I  did  it,  I  set  myself  a 
personal  limit  of  five  birds  just : 
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fee.  It  is  a  five-minute  drive  down  to  the  marsh, 
and  you  are  met  there  by  one  of  the  lodge's  excel- 
lent guides  in  a  27-foot  johnboat  equipped  with  a 
20-horsepower  Go-Devil  outboard  for  negotiat- 
ing very  shallow  water.  After  a  five-to-ten-minute 
boat  ride  through  a  maze  of  creeks,  islands  and 
shoals  of  lily  pads — the  just-rising  sun  gold  on  the 
junco  grass  and,  everywhere  you  look,  rafted  and 
flying  ducks,  lapwings,  flights  of  egrets,  ibis  and 
swallows — you  arrive  at  the  blind  assigned  to  you 
for  the  morning.Twenty  to  thirty  decoys  are  rock- 
ing out  in  front,  set  right  to  the  wind  earlier  that 
morning  by  the  guide.  Inside  the  blind  are  two 
comfortable  stools,  with  an  open  box  of  shells  in 
a  bucket  in  front  of  each,  and  a  Thermos  of  coffee. 
Your  guide  stands  behind  the  blind,  calling  with 
his  mouth  when  the  birds  start  flying  shortly  after 
dawn,  and  though  good  mouth-calling  here  is  as 
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Counterclockwise 
from  top  left:  At  Los 
Ombues,  barbecuing 
is  serious  business; 
the  lodge  as  night 
falls;  It's  a  pajaro/  It's 
an  avion/ It's  a  rosy- 
billed  pochard!;  a 
squeezeboxing  gaucho 
at  the  local  cantina, 
down  the  road  a  piece; 
Juan  Pablo,  Horatio, 
and  a  couple  of  his 
best  Texas  pointers. 


■ 


could  extend  and  sharpen  and  savor  the  experience. 
Shooting  with  Carlos,  I  took  as  long  to  kill  my  five  ducks 
as  he  did  his  20,  and  on  our  second  morning — one  Carlos 
called  the  best  he  had  ever  seen  for  the  size  of  the  flights 
and  for  how  well  they  decoyed;  a  clear,  crisp  morning  with 
the  birds  coming  from  the  west  so  that  the  new  sun  behind 
us  pinked  their  bellies  and  underwings  as  they  decoyed — 
that  task  took  us  all  of  15  minutes. 

After  a  cup  of  cafe  con  leche  and  a  biscuit  with  honey, 
you  exchange  waders  for  boots,  a  12-gauge  for  a  20  or  28, 
and  go  perdiz  hunting,  strolling  down  from  the  lodge  into 
one  of  numerous  fields  within  a  ten-minute  walk  of  the 
pitching  green.  Ahead  of  you,  cruising  the  grass  like 
sharks  on  a  flat,  are  a  couple  of  Carlos  and  Juan  Pablo's 
four  stylish  pointers  (three  English  pointers  and  a 
German  shorthair),  trained  for  them  by  Clement  Bauer, 
a  professional  breeder/trainer  from  Refugio,  Texas. 
Clement  has  trained  these  dogs  to  follow  the  scent  of  a 


tere  are  horses  and  mountain  bikes  for  those 
rho  don't  shoot,  and  a  masseuse  is  available, 
'he  bar  is  open,  as  is  a  box  of  Cuban  cigars. 
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Lunch  is  grilled  perdiz  or  dove,  lentil-and- 
sausage  stew  and  baked  apple  with  cream. 


running  perdiz  rather  than  staying  staunch  on  point, 
which  makes  for  particularly  exciting  hunting.  Since 
perdiz  will  usually  run  ahead  of  the  dog,  you  often  find 
yourself  following  Camilla  or  D.T.  or  Balla  at  a  trot  as  the 
dog  knifes  through  the  grass  in  a  crouch,  sprinting  after 
the  scent  then  locking  on  it,  sprinting  again  and  locking 
up,  until  the  perdiz  finally  clatters  out  of  the  grass  at  a  dis- 
tance anywhere  from  underfoot  to  out  of  range. 

There  were  literally  hundreds  of  birds  in  each  of  the  two 
30-acre  fields  that  Carlos  and  I  hunted,  with  Clement  han- 
dling the  dogs  for  us,  and  so  many  crisscrossing  scent  trails 
that  the  dogs  looked  like  they  were  being  jerked  around  on 
strings  and  more  than  once  went  on  point  while  retrieving 
a  dead  bird.  The  shooting  was  challenging  with  light  guns, 
particularly  in  the  wind  of  the  second  day,  and  wonderfully 
exhilarating  with  the  good  dog  work  and  brisk  walking 
through  the  tan  fields.  Taking  turns  shooting  and  picking 
our  shots,  Carlos  and  I  were  able  to  stretch  our  seven-birds- 
per-man  lodge  limit  over  an  hour  each  day  but  not  longer, 
and  both  those  hours  put  me  in  mind  of  Garrison  Keillor's 
apercu  that  life  is  so  wonderful  it  is  almost  all  we  need. 

You  might  take  a  dip  in  the  pool  after  the  perdiz,  or 
pitch  some  golf  balls,  or  go  catch  a  few  dorado  or  piranha 
in  the  river  before  lunch.  And  that  lunch  might  be  per- 
fectly grilled  perdiz  or  dove,  followed  by  a  lentil-and- 
sausage  stew  and  baked  apple  with  whipped  cream, 
accompanied  by  good  Argentine  vino  tinto  and  topped  off 
with  a  Cohiba.  Maybe  a  nap  for  an  hour  or  two,  or  reading 
on  the  terrace  overlooking  the  marsh;  then  on  to  the  doves. 

If  you  are  ambitious  and  a  good  shooter,  you  can  kill 
two  or  three  hundred  of  these  before  cocktail  hour.  One 
young  American,  a  junior  sporting  clays  champion,  set 
some  sort  of  record  by  killing  3,544  doves  in  a  single  day 
at  Los  Ombues.  He  was  dehydrated  and  bleeding  from 
various  places  when  he  finished,  having  shot  some  6,000 
shells — which  works  out  to  pulling  the  trigger  approxi- 
mately every  five  seconds  for  eight  straight  hours. 

But  let  us  hope  this  is  not  what  you  are  after.  Indeed, 
Requirement  Number  Four  of  the  ideal  shooting  lodge  is 
that  it  does  not  stir  you  to  such  unseemly  piggishness.  It  can- 
not cause  you  to  want  your  picture  taken  beside  a  small 
mountain  of  dead  doves,  or  to  shoot  so  often  that  your  gun 
barrel  gets  too  hot  to  touch  or  to  indulge  in  anv  of  the  other 
tacky  excesses  of  what  is  known  as  "high-volume  shooting." 
At  Los  Ombues  there  is  sufficient  plenty  to  allow  for — even 
to  insist  on — grace  and  pacing:  There  is  neither  need  nor  ex- 
cuse for  picking  up  the  thing  and  eating  it  with  vour  hands. 

I  happen  to  believe  (and  it  is  an  older  man's  belief)  that 
what  gives  bird  shooting  its  specific  poignance  and  mean 


ing  is  making  each  bird  you  swing  on  an  event:  lending  you 
full  attention,  curiosity  and  respect  to  each  and  every  inten 
section  of  an  extension  of  your  pointing  hand  and  a  bird': 
life.  Maybe  I  am  slower  than  most,  but  there  is  no  way  I  cat 
do  that  200  times  in  2  hours,  or  even  20  times,  for  that  mat 
ter.  So  I  set  for  myself  a  limit  often  doves  each  afternooi 
and  the  largesse  of  Los  Ombues — in  streaming,  unbroken  ] 
alto  flocks  of  doves,  each  containing  from  100  to  1,000  bird 
flying  the  tree  lines  back  to  their  roosts  after  feeding  a 
day — made  me  feel  that  was  more  than  enough. 

Dinner  is  maybe  an  asado  of  incomparable  Argenti 
beef,  or  breast  of  duck  grilled  rare  and  preceded  by  a  deli 
cately  baked  corn  souffle.  There  is  all  the  excellent  win 
you  can  drink;  another  Cohiba.  And  then,  perhaps  a  h 
mile  walk  down  to  the  local  gaucho  cantina  and  gener; 
store.  The  gauchos  are  welcoming,  but  probably  you  d 
not  stay  for  long.  Here,  too,  as  at  Los  Ombues,  enough 
plenty  and  your  good  bed  beckons. 

"Pura  vida" is  a  phrase  used  in  various  sporting  venu 
throughout  the  Spanish-speaking  world  to  refer  to  thos 
hyper-oxygenated  moments  when  living  and  sport  merj 
perfectly  and  everything  inconsequential  and  botherson 
falls  away.  Requirement  Number  Five  of  the  worl 
finest  shooting  lodge  is  that  the  days  spent  there  be  so 
of  this  pure  life  that  the  only  right  use  for  night  is  I 
sleep,  and  to  do  so  as  quickly  as  you  can 


The  season  at  Los  Ombues  for  mixed-bag  shooting  of 
ducks,  perdiz  and  doves  is  May  1  through  mid-August. 
Dove  shooting  alone  is  offered  all  year  except  from  mid- 
March  through  April.  The  lodge  will  accept  up  to  14  guns 
for  dove  shooting  and  8  for  mixed-bag  shooting. 

Rates  at  Los  Ombues  are  between  $740  and  $910  pet 
day  per  person,  depending  on  the  size  of  your  group. 
This  tariff  includes  transportation  to  and  from  the 
nearby  town  of  Parana,  all  meals,  open  bar,  etc.  It  does 
not  include  roundtrip  airfare  from  Buenos  Aires  tc 
Parana  (around  $140;  four  flights  daily),  shells  or  tips. 

Aerolineas  Argentinas  airline  provides  first-rat* 
service  from  a  number  of  American  cities  to  Buenoi 
Aires.  On  your  way  to  or  from  Los  Ombues,  be  sure  t< 
arrange  for  a  stay  in  Buenos  Aires,  one  of  the  world'! 
most  beguiling  cities. 

For  info  or  to  book  a  trip,  contact  Janet  Mixon,  Ove 

&  Under  Travel;  (864)  476-6354;  fax  (864)  476-7096;  over 

andunder.com;  losombues@overandunder.com;  or  cod 

tact  Carlos  Sanchez  directly,  (Oil)  541-821-8504;  fax  (011 

541-826-5386. 

J 
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\nnouncing  The  Quality  Of  Dunhill 
1    In  A  New  Honduran  Selection 


Dunhill  Tobacco  of  London  Limited  proudly  announces  an  extension 
to  its  prestigious  line  of  cigars. ..the  Dunhill  Honduran  Selection. 

Hand-crafted  deep  in  the  tropical  mountains  of  Honduras,  a  complex 
blend  of  tobaccos  has  been  carefully  selected  to  give  the  smooth 

taste  and  consistency  expected  from  a  cigar  bearing  the  Dunhill  name. 


i:< 


SXcmAt/Z 


HONDURAN  SELECTION 

DUNHILL  TOBACCO  OF  LONDON  LIMITED 
CALL  1-800-221-4134  FOR  THE  TOBACCONIST  NEAREST  YOU 
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What  do  you  mean, 

fou  haven't  made 

t  millennial 

plans 


BY  JOHN  MERONEY 


Unless  you  expect  to  be 

round  for  Y3K,  this  is  it.  Here 

are  a  few  suggestions  for 

starting  the  next  thousand 

years  with  a  bang. 

ILLUSTRATIONS  BY  JOSEPH  SALINA 


In  some  ways  little  has  changed  since  the 
last  time  the  round  thousands  bedeviled  we  human  be- 
ings. It  was  then  the  year  iooo,  or  "M"  as  they  suc- 
cinctly called  it,  and  the  world  was  paralyzed  by 
fear.  •  "There  were  famines,  plagues,  and  invasions 
by  the  Danes,"  says  Richard  A.  Landes,  director  of 
Boston  University's  Center  for  Millennial  Studies. 
"Beached  whales,  monstrous  births,  a  bright  Halley's 
Comet  in  989,  widespread  outbreaks  of  ergot  poison- 
ing, and  eclipses  of  the  sun  and  moon."  In  France,  the 
wealthy  so  feared  for  their  souls  that  they  gave  away  all 
their  money  and  land  to  the  monks.  In  his  book  The 
Millennium,  Nick  Hanna  reports  that  in  999  debts 
were  forgiven,  convicts  were  released  from  prison 
and  spouses  confessed  their  infidelities.  •  Today, 
it  takes  a  special  prosecutor  to  extract  a  marital  in- 
discretion, riots  are  breaking  out  at  Barry  Manilow 
concerts  and  Scripture  tells  us  that  this  may  just  be 
the  millennium  in  which  the  Last  Judgment  occurs. 
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Yes,  a  thousand  years  later  and  humans  are  still  para- 
lyzed by  fear,  except  that  now  a  professor  in  England 
has  given  our  condition  a  name:  PMT,  or  Pre-Millennial 
Tension.  It  could  account  for  some  very 
odd  plans  to  commemorate  the 
arrival  of  midnight  1999:  A  Cali- 
fornia love-in  for  2.5  million; 
a  Canadian  global 
"drumfest."   The 
French  are  think- 
ing about  turning 
the  traffic  circle 
around  the  Arc  de 
Triomphe  into  a 


that  has  none  of  those  trappings — and  still  drop  obscene  | ' 
amounts  of  money.  Hotel  Chathams,  64-3-30-30048 
www.nzcentre.com/chathams;  Jade  Tours  64-9-373-3200 
fax  64-9-309-3732.  ^ 

WANDERING  THE  DESERT 

Robin  Wainwright,  a  57-YEAR-OLD  professor  of  churc^ 
history  at  the  New  College  of  Berkeley,  is  planning  to  leac 
a  journey  that  will  trace  the  path  of  the  wise  men,  culmi: 
nating  with  an  arrival  in  Bethlehem  in  time  to  celebrat* 
Christmas  and  New  Year's.  It  begins  next  September  ii 
Seleucia,  Iraq,  on  the  east  bank  of  the  Tigris  River,  and  wi 
end  at  the  grotto  where  Jesus  was  born. 

"The  early  church  used  the  Magi  as  the  symbol  c 


Sure  to  relieve  your  P. 


giant  clock  and  having 
the  Eiffel  Tower  lay  a 
huge  egg  at  midnight. 
(Where  are  those  Danish  in- 
vaders when  you  need  them?) 
For  leveler  heads,  .FY7has  prepared  a  few  options  for 
New  Year's  Eve  1999 — guaranteed  to  relieve  even  the  most 
severe  PMT. 

FIRST  TO  SEE  THE  SUN 

AT  3:59:46  ON  THE  MORNING  OF  JANUARY  I,  467  MILES  EAST 

of  the  New  Zealand  mainland,  the  sun  will  rise  over  tiny 
Pitt  Island,  part  of  the  Chathams.  According  to  experts 
at  London's  Royal  Geographical  Society,  Pitt  will  be  the 
first  inhabited  place  in  the  world  to  see  the  sun.  That's 
quite  an  event  for  its  55  residents,  most  of  whom  are  either 
shepherds  or  fishermen.  Other  than  a  school,  airstrip,  post 
office  and  fish-packing  shed,  Pitt  Island  is  one  of  the  un- 
spoiled corners  of  the  world. 

But  since  there  are  no  hotels,  visitors  have  to  stay  some 
13  miles  away  on  the  main  island  of  Chatham,  population 
700.  With  the  exception  of  ornithologists  who  come  to  see 
the  rare  birds  (such  as  the  endangered  taiko  and  black 
robin),  it,  too,  is  seldom  traveled.  There  just  aren't  enough 
facilities  to  handle  a  vibrant  tourist  trade. 

Natives  are  nevertheless  gearing  up  for  a  celebration. 
Toni  Croon  and  her  father,  Val,  who  own  the  Hotel 
Chathams  (maximum  occupancy:  24),  have  the  only  pub 
on  the  island,  which  will  undoubtedly  make  it  the  most 
Jar  stop  on  New  Year's.  "We're  going  to  do  the  best 
"  says  Toni.  They're  offering  week-long  package 
dei  i  on  the  28th,  and  helic  ^pter  service  maybe 

ava;  to  Pitt  at  dawn.  Cost:  around  $7,000.  Think 

ol  it  f  ou've  grown  weary  c  t  going  to  some  lux- 

urious topping  obscene  ai  lounts  of  money  for 

a  vacatioi ,  t  try  a  new  approa  h  and  go  to  a  place 


mankind,"  says  Wainwright.  "They  always  fulfilled  tf 
role  of  people  coming  together."  And  participants  wbl .. 
come  together  for  this  journey  will  surely  experience  tttl . :. 
Holy  Land  in  a  way  no  travel  agency  could  plan.  The  trj  \ 
not  only  will  mirror  the  pilgrimage  of  the  Magi  but  1 
will  also  trace  the  path  taken  by  Abraham  on  his  journr    fit) 
to  Palestine. 

The  caravan  will  follow  the  ancient  Parthian  station  in 
along  the  Euphrates,  pass  through  Damascus,  the  lusi 
green  hills  of  Gilead,  and  the  cities  of  Amman,  Jericho  au  1 
Jerusalem.  Warning:  Camels  will  be  used.  "I'm  going.1  n( 
walk  the  whole  thing  because  riding  a  camel  is  hard  on  t  rtfo 
back,"  says  Wainwright.  "They  really  whip  you  arouni  ::. 
You've  got  to  be  a  young  man  to  ride  those  things." 

But  the  power  of  the  message  behind  the  trip  cai 
be  denied.  Wainwright  sees  it  not  just  as  a  way  to  cor    : 
memorate  the  2000th  anniversary  of  Christ's  birth  a:     :: 
the  approaching  millennium,  but  also  as  a  way  to  pr 
mote  peace  and  goodwill  in  the  Mideast.  "This  is  an ;  > 
tempt  to  say,  The  Magi  brought  gifts,  what  gifts  sh 
we  bring?  Do  the  things  Jesus  said.  Do  the  things  tit 
are  healing.  Do  the  things  that  give  grace  to  otl 
people."  Journey  of  the  Magi  2000,  (209)  386-2000, , 
(209)  963-4374. 

WHEN,  ON  THE  ROAD  TO  THEBES. 
Feel  like  celebrating  in  a  place  where,  as  Napole 
told  his  army,  you  feel  as  though  there  are  40  centurie! 
history  looking  down  upon  vou?  Then  reserve  your  pi 
under  the  Sphinx  and  Pyramids,  just  outside  Cairo.  Th 
the  setting  for  one  of  the  most  extravagant  parties. 

Gathering  thousands  around  all  that  remains  of  ft 
Seven  Wonders  of  the  Ancient  World  for  five  days  of  re  s 
jazz  and  classical  music  is  the  job  of  Egyptian  businessr  $ 
Mohammed  el  Banna.  For  him,  it's  a  celebration  of  f- 
manity,  the  "Woodstock  of  the  millennium." 
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dreams,"  riding  on  a  16-seater  bed  that  doubles  as  a  boat. 
Opening  ceremonies,  to  be  held  in  the  Dome's  main 
arena,  will  feature  live  performances  and  multime- 
dia presentations.  The  Royal  Family,  and  Mr.  Blair, 
are  expected  to  attend.  Millennium  Experience  44-8JO- 
60J-2000. 


[I  But  here  you  can  be  mesmerized  without  inhaling, 
jjtanding  at  the  Sphinx,  Flaubert  noted  that  the  whole 
Ikllev  of  the  Nile  appeared  as  it  it  were  bathed  in  a  mist, 
tliaking  the  sand  seem  like  an  ocean  of  deep  purple,  its 
ttaves  petrified. 

I  For  accommodations,  the  Mena  House  Oberoi  Hotel 
tjvhere  FDR  and  Churchill  began  plotting  D-Day)  is  said 

:>  have  no  peer.  Nestled  amidst  40  acres  of  jasmine- 
ttented  gardens,  the  Mena  House  has  great  views  of  the 
pyramids.  At  the  very-  least,  try  the  Sultan  Bar  for  cocktails 

hd  a  view  that  is  supposedly  stupendous. 
I  Concert  tickets,  Blue  Nile,  Inc.  (212)  929-2000;  Mena 
mouse  Oberoi  20-2-383-3222; fax  20-2-383-yjyy;  U.S.  reser- 
vation line  (800)  223-6800. 

re-Millennial  Tens 


TIME:  THE  THEME  PARK 

HF  CENTERPIECE  FOR  BRITAIN'S  SOIREES 
ill  begin  with  the  long-awaited  unveil- 
g  of  the  Millennium  Dome  in  Green- 
ich  ("the  home  of  time").  Recently 
impleted,  the  £260  million  Dome  sits  on 
)  acres  and  is  the  size  ot  two  Wemblev 
radiums  or  13  Albert  Halls. 

Plans  are  to  shape  the  164-foot 
>ome  into  something  akin  to  Disney's 
pcot  Center,  vet  more  elaborate. 
he  theme — the  future  in  the  "global 
>mmunity" — will  be  illustrated  with 

least  14  interactive  exhibitions. 
3me  appear  as  though  they  might 
?ar  Prime  Minister  Tony  Blair's 
amp  ot  political  correctness 
or  example,  environmental 
"tivism  will  be  champi- 
fied  in  a  re-creation  of 
peaside  resort,  similar 
f  the  set  for  The  Tru- 
nin Show. 

On  balance,  how- 
I'er,  most  of  the  dis- 
ay  seems  likely  to 
ompelling.  One 
action  celebrates  lei- 

e.  Participants  play  games 

which  3-D  objects  float 

thin  displays,  or  use  Spider- 

an  suits  that  stick  to  walls  (a 

David  Letterman's  Velcro 
ltfit  skit).  Another  area  is 
|:voted  to  dreams.  In  it,  vis- 
3rs  float  down  a  "river  of 


A  KINDER, 

GENTLER  DUCE 

You  know  New  York  City  has 

changed  when  the  sex  shops  on 

42nd  Street  replace  porno  flicks 

with  American  Movie  Classics. 

Crime  has  been  reduced.  The 

streets  are  cleaner.  Mayor 

Rudolph  Giuliani  even 

says  he'll  end  welfare 

by  2000.  But  you're 

still  not  sure  about 

spending   New 
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Year's  Eve  there. 

Well,  consider  this.  Plans  are  underway  for  one  of  the 
largest  fireworks  shows  in  the  history  of  the  world,  brought 
to  you  by  Felix  Grucci  of  the  Long  Island- 
based  Fireworks  by  Grucci.  "It 
will  encompass  the  entire  island 
with  fireworks,"  says  Grucci. 
"The  five  boroughs,  ev- 
erything." The  $2-$4 
million  presenta- 
tion has  the  impri- 
matur of  New 
York  Fireworks 
Commissioner 
George  Plimpton. 
'You've  hit  it  right 
on  the  button, 
that's  where  I'll 
be,"  he  says. 

Meanwhile,  Dick 
Clark  will  be  down  at 
Times  Square,  watching, 
in  addition  to  the  Grucci  show, 
the  reflective  ball  work  its  way  down 
the  ioo-foot  flagpole  to  2000.  Clark's  New 
Years  Rockin  Eve  has  become  as  American  as  mom  and 
apple  pie.  "It's  nice  to  be  invited  to  everybody's  party,"  says 
Clark.  But  other  than  the  show,  does  he  have  any  special 
plans  for  the  big  night?  "It's  a  workday.  I'm  like  the  party 
caterer.  After  the  show,  my  wife  and  I  go  up  to  P.J. 
Clarke's,  have  two  beers  and  a  hamburger,  go  to  bed  and 
then  fly  home  to  California.  It's  never  changed  in  a  quar- 
ter of  a  century,  so  I  don't  think  we'll  do  anything  differ- 
ent now."  Fireworks  by  Grucci,  (516)  286-0088.  New  York 
City  Visitors  Bureau,  (800)  NYC- VISIT. 

MANY  THAT  ARE  FIRST  SHALL  BE  LAST; 
AND  THE  LAST  SHALL  BE  FIRST 

Talk  about  gumption.  The  tiny  Republic  of  Kiribati 
(pronounced  "KIR-i-bas"),  1,300  miles  southeast  of 
Honolulu,  decided  to  change  its  time  zone  so  it  could  be 
the  first  to  claim  the  New  Year.  And  even  though  scien- 
tists refuse  to  legitimize  Kiribati's  claim,  it  still  deserves 
some  credit  for  being  so  bold.  Which  is  one  reason  to  con- 
sider this  as  an  option. 

Another  is  that,  like  the  Chathams,  Kiribati  is  off  the 
beaten  path.  Its  Millennium  Island,  from  which  the  sun 
can  first  be  seen,  is  uninhabited.  So  nearby  Christmas 
Island  (so  named  because  Captain  Cook  arrived  Christ- 
mas Eve,  1777)  is  the  only  place  to  stay.  "A  superb  ocean 
climate,  days  of  blinding  sun  and  bracing  wind,  nights  of 
heavenly  brightness,"  was  how  Robert  Louis  Stevenson 
described  it,  and  since  it's  only  100  miles  from  the  equa- 
tor, he  was  probably  right. 

Known  chiefly  as  a  fly  fisherman's  paradise  for  its  ample 


supply  of  bonefish  and  trevally,  Christmas  Island  is  prepa 

ing  a  full  slate  of  activity,  most  of  which  will  occur  in  opei 

air  maneabas  on  the  beach.  Islanders,  mainly  indenture! 

laborers,  sure  know  how  to  have  fu' 

They'll  mark  the  occasion  with 

island-wide  song-writing  cor. 

petition,  with  the  winnijf 

entry  to  be  performed 

the  dawn  ceremor 

To  be  sure,  the  a 

commodations 

Christmas  Islai 

aren't    resor 

style — guests  s 

the  place  is  li 

stepping  back 

time.  And  so  ; 

the  prices.  Stan 

ard  rooms  at  t 

Captain  Cook  Hot 

used  as  a  British  offia 

quarters  during  Wo: 

War  II,  usually  go  for  $1 

air-conditioned  for  $124.  Pri" 

are  likely  to  increase  for  New  Year's 

California  businessman  Wally  Marsh,  wh 

been  visiting  Christmas  Island  annually  since  1981,  says  1 

idea  is  to  get  away  from  it  all.  Literally.  'You  either  fishf 

if  you're  a  native,  pick  coconuts.  There's  nothing  else  > 

do."  Captain  Cook  Hotel  686-81-230,  fax  686-81-425;  M 

Hotel  Kiritimati  686-81-255,  fax  686-81-201.  Front 

International  (800)  245-1950. 

There's  no  shortage  of  ways  to  mark  2000.  Brit 
Airways  is  planning  a  Concorde  flight,  London  to  N 
York,  on  which  passengers  will  celebrate  the  arriva 
the  millennium  three  times:  once  at  Heathrow,  agaii 
midair  and  then  at  JFK.  The  prestigious  Abercrom 
6c  Kent  tour  company  has  organized  more  than  a  do 
packages  for  New  Year's,  including  one  where  the  fir 
is  held  in  a  Bedouin  banquet  tent  in  the  "lost  city 
Petra,  Jordan  (featured  in  a  famous  sequence  in  Indi 
Jones  and  the  Last  Crusade).  Vienna's  Hotel  Impel 
perhaps  the  most  grand  in  all  of  Europe,  can  arra 
deals  that  include  tickets  to  the  Kaiserball  in 
Hofburg,  the  winter  palace  of  the  Habsburg  fan 
The  list  goes  on. 

But  if  you  still  find  yourself  searching  for  that  Is 
Year's  with  an  edge,  there  is  this  news  item:  Califon  "$ 
Mojave  Desert  will  play  host  to  what  organizers  are  he  ? 
fid  will  be  one  million  people  joining  together  for  tf 
"world's  largest  chanting  circle,"  complete  with  the  "lai  5t 
guided  visualization  session  in  history."  For  more  in  t- 
mation  about  it,  try — what  else? — the  Internet.  Ada  | 
www.amysticalgrove.com  • 
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By  Elise  O'Shaughnessy 


WHA'  NIC! 

THIS  DOING        NGI 
WITH  THE 
WRITERS       THE  TR< 

PHOTOb«-H..vE«cVAMD«B»LL. 

I  PACKED  LIKE  ANY  CIVILIAN  HEADED  FOR  A  WEEK  IN  Ml  AMI.   BIKINI,  SUNTAN  LOTION, 

tennis  racket,  etc.  Then  I  threw  in  17  pounds  of  books:  volumes  by  Carl  Hiassen, 
the  angriest  and  funniest  of  Florida  thriller  writers;  Edna  Buchanan,  Miami  crime 
reporter  turned  crime  novelist;  Paul  Levine  and  Les  Standiford,  whose  Everymen 
heroes  prevail  time  after  time  against  more  powerful,  criminally  disposed  Floridians; 
Elmore  Leonard,  who  uses  the  steamy  terrains  of  Palm  Beach  and  South  Beach; 
Larry  Shames  and  James  Hall,  the  chroniclers  of  murder  and  mayhem  in  the  Keys. 
•  So  my  bag  was  heavy  and  I  was  nervous  when  I  arrived  at  MIA  (the  morbid  code 
for  Miami  International  Airport).  I  was  tracking  a  mystery:  For  decades,  the  best 
American  crime  writers  had  come  out  of  L.A.  and  New  York;  now  a  whole  new  gen- 
eration— the  authors  whose  work  was  biting  into  my  shoulder  as  I  lugged  my  carry- 
on  through  the  airport — was  operating  out  of  South  Florida.  My  job  was  to  find  out 
why  Miami  had  become  the  capital  of  1990s  noir.  •  The  rainy  season  was  just  get- 
ting underway,  and  even  in  the  hermetic  cool  of  the  terminal  the  air  felt  soft  and 
dense.  My  partner  on  the  case,  a  six-foot-two  combination  of  Cuba  and  Puerto  Rico 
who  calls  himself  Lantigua,  was  waiting  outside  in  a  red  Toyota  that  needed  wax. 
The  air-conditioning  was  broken.  I  relaxed  into  the  evening  heat,  wondering  how 
anyone  who  lived  here  ever  summoned  the  energy  to  kill  anyone  else.  •  They  do, 
though,  and  at  a  brisk  clip.  As  we  started  across  the  Julia  Tuttle  Causeway,  one  ot  the 
bridges  linking  downtown  with  the  long,  thin  island  that  is  Miami  Beach,  Lantigua 
pointed  out  where  a  car  had  been  found  by  the  roadside  with  a  dead  couple  in  it.  The 
city  skyline  glowed  brightlv  behind  us  and  the  water  of  Biscaync  Bay  twinkled  on  ei- 


ther  side  of  the  highway.  As  we  reached  the  other  end, 
where  a  clump  of  palm  trees  was  decorated  with  litde  neon 
halos  in  a  riotous,  improbable  combination  of  magenta, 
purple,  blue  and  green,  he  added,  "A  few  years  back,  they 
found  a  body  up  in  one  of  the  trees  around  here." 

He  couldn't  remember  what  kind  of  tree,  but  a  few  days 
later,  Edna  Buchanan  said  she  thought  it  had 
been  a  ficus. 


T.  D.  Allman  subtitled  his 
peerless  portrait  of  Miami  City  of 'the  Future;  some  call  it 
the  capital  of  Latin  America.  Barely  a  century  old,  it  is  a 
Sunbelt  metropolis  with  a  foreign  accent  and  an  eight- 
mile  Caribbean-class  beach  attached.  And  the  hard  fact  is 
that  while  the  national  homicide  rate  dropped  last  year, 
Miami  killers  pushed  their  city  higher  on  the  list  of 
America's  most  dangerous.  For  instance,  there  were 
18  homicides  in  Miami  during  the  week  of  July  15,  1997. 
The  only  one  you  heard  about  took  place  in  the  Art  Deco 
playground  at  the  beach's  southernmost  end:  the  ex- 
ecution of  Gianni  Versace  by  a  gay  serial  killer  named 
Andrew  Cunanan. 

Versace's  murder  was  like  a  Carl  Hiassen  plot  gone  hor- 
ribly real:  a  nasty  end  for  a  trend-setting  people-magnet. 
And  Hiassen  would  have  written  an  even  more  unpleasant 
fate  for  Tripp  Latham,  the  local  man  who  told  The  New 
York  Times  that  he  thought  the  killing  might  be  good  for 
business:  "Versace,  the  top  fashion  designer  in  the  world, 
murdered  here."  (Can  you  see  it  on  the  license  plate?)  Like 
many  a  fed-up  native,  Hiassen  emphasizes  Miami's  vio- 
lent tendencies  for  the  opposite  reason — to  discourage  the 
hordes  of  destructive,  polluting  vacationers  and  their 
predatory  corollary  of  destructive,  polluting  real-estate  de- 


velopers. Here  are  the  things  that  happen  to  "sunbirds"  ancl 
their  abettors  in  Hiassen's  Tourist  Season:  One  is  founcl 
smeared  with  suntan  lotion  and  stuffed  in  a  red  Samsoni 
ite  suitcase,  a  rubber  alligator  shoved  down  his  throat) 
Another  is  fed  live  to  a  crocodile.  A  visiting  Shriner  disl 
appears  completely,  only  his  fez  washing  up  on  the  beachl 
The  Italian  press  screeched  abou 
"violent  Miami  in  a  bloody  Florida 
after  the  Versace  murder,  recappm] 
cautionary  tales  of  jetlagged  Dutcj 
couples  who  take  wrong  turns  oil 
the  freeway,  but  to  no  discernibll 
effect.  There's  still  a  healthy,  yeail 
round  contigent  of  EurotrasJ 
slouched  elegantly  over  their  cigan 
ettes  and  espressos  at  the  cafes  aloni 
the  beach.  And  at  the  height  (I 
winter  the  30  square  blocks  < 
South  Beach  fill  to  bursting  wit 
gays,  models  and  other  fashic 
people  from  New  York,  whiJ 
nightclubs  called  Chaos  or  Anl 
nesia  or  Liquid  open  and  close  ari 
open  again  before  the  ropes  ouj 
side  lose  their  first  velvet  shee| 
in  a  twisting  kaleidoscope 
pleasure-seekers. 

Just  north  of  the  Deco  mad 
ness,  a  20-minute  drive  up  Colli] 
Avenue,  we  paid  our  respects  [ 
an  Acropolis  of  noir  culture:  the  Fo 
tainebleau.  The  hotel  opened  in  1954  as  architect  Mor>| 
Lapidus's  idea  of  high  luxury,  its  vast  lobby  dripping 1 
chandeliers  and  marble  statuary,  its  guests  including  Fraj 
Sinatra,  Sam  Giancana,  and  various  other  gentleman  ( 
the  Sicilian  persuasion.  (Al  Capone  predated  the  Fo 
tainebleau;  he  rented  a  beach  bungalow  as  "Al  Brown"  ur  J 
he  settled  into  his  stucco  mansion  on  Palm  Island.)  Inde< 
the  whiff  of  the  underworld  lingers  along  Collins  from  T  j 
Forge  at  41st  Street — a  legendary  Italian  restaurant  own  j 
by  Meyer  Lansky's  lawyer's  son — all  the  way  up  to  1 
luxury  shopping  heaven  of  Bal  Harbour.  Simone  "S:l 
the  Plumber"  DeCavalcante,  a  model  for  Mario  Puz 
Godfather,  who  lived  in  a  luxury  condo  at  5601  Collins,  d , 
in  February  1997,  to  be  followed  three  months  later 
Lansky's  widow,  Thelma,  a  resident  of  the  nearby  Impe 
House.  Lantigua,  who  wrote  both  their  obituaries  for  '.  I 
Miami  Herald,  said  Lansky's  granddaughter  told  him  t 
Meyer  and  his  wife  "were  both  very  quiet  people.  ] 
grandfather  would  have  led  a  quiet  life,  except  they  were  | 
ways  coming  after  him,  if  you  know  what  I  mean." 

Docked  across  from  the  Imperial  House  was  the  kits 
grey-and -white  houseboat  where  Cunanan  finally  took 
.40-caliber  pistol  that  had  killed  three  men  and  put  it  in 
own  mouth. 
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Dixie  Highway,  which  takes  you  south  after  Route  95 
ends.  (Yes,  Route  95  actually  does  end.  In  Miami.) 

Levine  took  another  bite  of  his  chicken  sandwich  (Las- 
siter  would  have  ordered  the  steak  and  eggs,  he  explained, 
but  fictional  cholesterol  is  one  thing).  I'd  lost  interest  in  my 
Cobb  salad.  I  pushed  him  harder:  If  he  had  to  pinpoint  the 


locus  of  Miami  noir,  where  would  it  be?  "The  lost  luggage 
department  at  the  Miami  airport,"  he  said.  "It  represents  all 
the  lost  souls,  and  all  the  things  people  want  to  leave  behind 
them."  I  gave  up.  The  guy  writes  a  mean  mystery  novel,  but 
he's  a  romantic  at  heart.  We  left  by  the  back  door. 

I  evine  lives  in  Miami's  oldest  neighborhood,  Co- 
'conut  Grove,  but  Lantigua  and  I  went  there  to 
meet  Greg  Aunapu,  another  local  expert  on  the 
Icity's  dark  side.  There  is  danger  in  the  Grove,  and 
beauty.  Streets  even  a  guy  like  Jake  Lassiter  would  rather 
not  stroll  after  dark,  and  blocks  of  gorgeous,  tropical  bo- 
hemia.  Aunapu  had  warned  us  by  cellphone  that  he  might 
be  held  up;  he  was  on  the  trail  of  documents  filed  in  a  long- 
closed  court  case.  But  as  we  sat  underneath  a  chikee  hut  on 
the  marina  at  Monty's  restaurant,  sipping  pink  lemonade 
and  looking  out  on  Biscayne  Bay,  I  worried  that  Aunapu 
wouldn't  show — that  he  couldn  't  show.  You  can  have  this 
kind  of  thought  on  a  sunny  day  in  Miami:  What  if  Aunapu 
has  found  out  something  he  shouldn't?  There's  a  sense  of 
boundless  opportunity,  movingly  described  by  one  of 
Hiassen's  goons:  "Dumping  bodies  is  like  buying  real  es- 
tate— location,  location,  location";  in  Miami,  he  notes, 
"you  got  your  mangrove  islands,  your  Everglades,  your 

Atlantic-motherf n'  Ocean.  What  more  you  want?" 

As  I  was  beginning  to  eye  possible  locations  (the  bay, 

the  tangled  edges  of  Dinner  Key),  Aunapu  appeared, 

proud  possessor  of  the  divorce  papers  of  a  former  resident 

of  Miami  Springs,  the  lady  who  claimed  she'd  been  bit- 

md  sodomized  by  Marv  Albert.  This  was  01  ii 


freshest  tidbit  in  Aunapu's  arsenal  of  trivia  noir:  The  pre- 
vious day  he'd  attended  a  golf  tournament  in  Key  Biscayne 
home  of  the  late  Nixon  crony  Bebe  Rebozo,  where  the 
good  people  of  Miami  had  welcomed  O.J.  Simpson — whe 
was  partnered  by  a  paroled  convict — with  their  usual  en- 
thusiasm for  visitors  of  tarnished  reputation. 

'  -Aunapu  described  the  triumph  of  image 
over  reality,  in  1985,  by  which  Michael  Mam 
and  Don  Johnson  stole  the  spotlight  fron 
Coconut  Grove.  'You  heard  this  giant  suck 
ing  sound  as  everyone  headed  for  Soutl 
Beach,"  lured  by  the  palm-tree-and-paste 
fantasia  of  Miami  Vice.  But  a  hit  TV  sho\ 
can't  tarnish  a  proud  history  of  real-life  vice 
Coconut  Grove  drew  its  first  settlers  in  th 
late  1800s  with  its  lush  foliage;  over  the  fol 
lowing  century,  it  attracted  a  shifting  pop 
ulation  of  exiles,  smugglers  and  mobstei 
(followed  by  agents  of  the  CIA,  DEA  an 
Customs),  by  virtue  of  its  proximity  to  th 
Keys  and  Cuba.  From  Monty's  we  could  se 
the  old  Pan  Am  building  that  serves  ; 
Miami's  City  Hall.  "It  doesn't  look  like. 
City  Hall,"  I  said,  doubtfully  inspecting  th 
low  white  structure  circled  by  a  gold  an 
blue  Art  Deco  frieze.  "It  doesn't  work  like  a  city  ha 
either,"  Lantigua  and  Aunapu  responded  in  perfect  ul 
ison,  then  cracked  up.  "It  works  like  Southern  Air  Tran 
port,"  Lantigua  added,  referring  to  the  infamous  gun 
for-drugs  operation  that  became  part  of  Ollie  North 
Iran-contra  scheme. 

If  there  is  a  more  pungent  note  than  violence  in  til 
Miami  air,  it's  the  scent  of  corruption.  This  is  a  city  on  tl  1 
make,  home  to  successive  waves  of  skulduggery — the  c  I 
caine  cowboys  of  the  '70s,  the  Marielitos  dumped  fro 
Castro's  prisons  onto  Florida  shores  in  1980,  the  high-te 
money  launderers  of  the  '90s,  the  ongoing  venal  Siame 
twinship  of  city  commissioners  and  real-estate  develo 
ers — a  city  of  neon  and  colors  so  bright  that  the  flashi 
red-and-blue  lights  of  a  police  car  simply  fade  into  t 
background.  The  very  restaurant  where  we  were  lunchi 
was  Exhibit  A  of  that  flamboyant  sleaze. 

Monty's  started  life  as  a  shack  in  the  '60s,  when  Moi 
Trainor  got  a  dirt-cheap,  long-term  lease  on  the  marii 
Today,  the  sprawling  complex  includes  an  indoor  restaura 
dark-wooded  and  heavily  air-conditioned,  that's  a  favor 
stomping  ground  of  the  Cuban  power  elite,  men  who  so 
to  get  indicted  as  soon  as  they  get  elected.  Monty,  w 
did  a  stint  in  jail  for  tax  evasion,  sold  off  the  restauranl 
1991,  but  it  remains  a  valued  institution.  When  Hurries 
Andrew  hit  the  restaurant,  the  Federal  Emergency  Mana 
ment  Agency  refused  to  bail  out  the  new  owners,  beca 
they  weren't  carrying  hurricane  insurance.  Monty's  sim 
turned  to  its  treasured  customers  in  the  Legislature,  w  i 
provided  $820,000  for  repairs. 


IBES 


FYI 


Pierce 

Brosnan's  Choice 


Seamaster  GMT 

Automatic  chronometer. 
Water-resistant  to  30om/ioooft. 
OMEGA  -  Swiss  made  since  1848 


The  sign  of  excellence 


<DaVINCI 

102  Japanese  Village  Plaza 

Los  Angeles,  CA  9001 2 

213-680-883 


fy  this  time  I  was  shacking  up  at  Lantigua's.  It 
'  seemed  easier,  given  the  number  of  hours  we  were 
putting  into  our  investigation,  or  that  was  what  I 
'  told  myself.  But  Edna  Buchanan — former  Miami 
Herald  crime  reporter — knew  how  to  find  me.  She  pulled 
up  in  a  silver  Lincoln  Continental,  looking  like  a  real  chick. 
This  is  not  easy  to  do  if  you're  Edna's  age  (somewhere  in 
her  second  half-century),  but  she  pulled  it  off.  Big  hair,  se- 
rious makeup  and  a  short  white  trenchcoat.  She  had  writ- 
ten two  nonfiction  books,  The  Corpse  Had  a  Familiar  Face 
and  Never  Let  Them  See  You  Cry,  and  then  plunged  off  into 
fiction  because  "you  can  get  some  justice  in  fiction, 
whereas  in  real  life  it  almost  never  happens."  All  Miami 
is  on  a  first-name  basis  with  Buchanan.  She  is  Edna  the 
way  Madonna  is  Madonna. 

We  drove  to  Wolfie's,  the  legendary  South  Beach  deli, 
and  settled  into  a  booth  that  already  contained  a  cock- 
roach. I  killed  it;  Edna's  legendary  sangfroid  in  the  face  of 
corpses  didn't  extend  to  the  insect  kingdom.  She  kept  talk- 
ing, though.  Edna  has  a  lot  to  say  and  she  says  it  fast.  She 
arrived  in  Miami  in  1961,  but  still  has  the  enthusiasm  of  a 
new  convert.  "The  wonderful  thing  about  this  place  is  its 
unpredictability,"  she  said,  and  its  lack  of  mem- 


ory. "Miami  has  no  sense  of  history.  That's  how  the  villains 
keep  getting  away  with  things — crooks,  politicians,  scam 
artists.  No  one  remembers  past  the  last  hurricane  season." 
Even  murder  is  trendy  in  Miami.  "One  year,  it'll  be 
bodies  in  trunks,"  she  explained.  "Other  years  the  trend 
was  for  mass  murderers....  The  face  of  hom> 
changed:  first  there  were  robbery  murders,  sex  . 
Then  drug  murders,  until  the  cocaine  cowboys 


they  were  getting  negative  publicity."  In  1981,  the  year  aft 
the  Mariel  boatlift,  there  were  576  homicides  in  Dad 
County.  More  recendy,  Edna  said,  there  have  been  a  lot 
road-rage  killings/' And  drive-bys  are  the  fad  this  year. 

My  meeting  with  Edna  made  one  thing  clear:  Andre 
Cunanan  was  bound  to  end  up  in  Miami.  Everyone  el 
does.  Rafters— -dead  and  alive — from  Haiti.  Cuban  ro' 
stars.  Hasidicjews,  who  trudge  the  boding  Miami  Be 
streets  in  long  black  coats.  By  popular  demand,  the  wee 
local  paper  New  Times  recently  updated  its  Depos 
Dictator  tour,  gendy  guiding  readers  from  the  family  ho: 
of  Haitian  strongman  Raoul  Cedras  to  the  former  res 
dence  of  Colombia's  late  lamented  cocaine  kingpin,  Pab 
Escobar.  The  tour  finishes  with  a  flourish  in  the  Wooij 
lawn  Cemetery  at  the  last  resting  place  of  Nicaraguan  di  | ; 
tator  Anastasio  Somoza  Debayle.  (Somoza's  family  ru-B 
the  Los  Ranchos  steak  houses,  where  you  can  get  a  m« 
that's  as  tasty  as  it  is  politically  incorrect.)  And,  of  coura 
Manuel  Noriega  is  still  sitting  on  the  edge  of  the  Eve 
glades,  in  the  Metropolitan  Correctional  Center. 

"Miami  has  always  been  a  destination  for  people  on  t 
run,"  Buchanan  told  me.  "On  the  run  from  the  law,  frcJ 
other  people,  from  dictators,  from  poverty,  from  their  a\ 
demons.  If  they  run  long  enough,  they'll  end  up  in  Mia 
Beach."  And  then,  if  they  keep  running,  they  will  fi 
themselves  in  Key  West.  Key  West  is  as  far  south  as  it 
possible  to  get  in  the  continental  United  States.  Next  sti 
Cuba,  a  mere  90  miles  away. 

No  one  was  chasing  us,  but  one  morning  Lantigua  a 
I  headed  out  of  Miami  on  Brickell  Avenue,  the  street  d 
drug  money  built,  and  down  U.S.  1  (the  South  Dixie  Hig 
way).  As  the  swoop  of  Card  Sound  Bridge  dropped  us  01 
Key  Largo,  I  was  grateful  we  weren't  on  the  lam,  becai 
Lantigua  had  a  cast  on  one  leg — a  broken  ankle  that  he  i 
tially  refused  to  say  how  he'd  gotten.  (I  had  to  pry  the  e 
barrassing  truth  out  of  him:  It  was  a  jogging  accident.)  St 
we  stopped  in  the  Key  Largo  town  of  Islamorada,  becai 
that's  what  we  would  have  done  if  we'd  been  fugitives, 

Thorn,  James  Hall's  shaggy  hero,  confronts  villa 
who  try  to  disturb  the  peace  of  Key  Largo,  and  Hiasse 
thugs  hole  up  at  the  Paradise  Palms  motel,  while  Levir 
Lassiter  heads  to  his  granny's  Islamorada  home  wl 
Miami  gets  too  hot  to  hold  him.  At  lunchtime, 
screened  porch  of  the  Islamorada  Fish  Company  '\ 
packed  with  locals,  including  five  members  of  the  I 
Largo  constabulary,  who  were  gathered  around  a  bloi 
of  the  bombshell  variety.  The  seafood  was  great,  and 
ghost  of  Humphrey  Bogart  was  with  us.  Then  we  pusl 
onward,  driving  strip  after  strip  of  ocean  interspersed  w 
Key  This  and  Key  That,  until  we  reached  the  end  of  the  re 

There  is  a  gentle,  aristocratic  air  to  Key  West  that  I 
minded  me  at  times  of  New  England  and  at  times  of 
Deep  South,  and  Larry  Shames's  books  reflect  that.  L 
most  Key  Westers — most  South  Floridians,  for  that  n  | 
ter — Shames  and  his  wife,  Marilyn,  ran  here  from  soi 
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Prudential  can  help 
ou  create  a  winning 
strategy  for  life's 
next  challenges. 

Now  that  you've  built  a  successful  career,  it's  time  to  think 
more  seriously  about  topics  like  estate  planning  and  retirement. 
Prudential's  professionals  have  the  knowledge — and  the 
experience — to  help  you  continue  making  the  right  choices  in  life. 


3  moves  you 

should  consider 

right  now 

•  Compare  the 
benefits  of  your 
traditional  IRA  to 
those  of  the  new 

•  Roth  IRA. 

•  Create  an  estate 
plan  to  minimize 
taxes  for  your 
heirs. 

•  Find  out  if  your 
portfolio  needs 
rebalancing. 


Protect  the  estate  you've 
worked  hard  for. 

Life  insurance  can  be  a  valuable 
tool  for  protecting  your  estate. 
A  Prudential  professional  can 
tell  you  exactly  what  you  need 
to  know.  Plus,  we'll  work  with 
you  and  your  tax  and  legal 
advisors  to  help  you  make  the 
most  of  the  new  tax  laws  and 
fund  a  trust  for  your  children. 

Keep  your  retirement 
goals  on  track. 

Experts  say  you  should  expect 
to  need  70%  to  80%  of  your 
current  income  in  retirement. 


A  Prudential  professional  can 
help  you  determine  the  right  mix 
of  mutual  funds,  annuities,  CDs 
and  other 
investment 
options  to 
help  keep 
your  strategy 
on  course. 


Call  Prudential  today 
for  more  information. 

We'll  put  you  in  touch  with 
one  of  our  local  agents. 

1-800-THE-ROCK 

ext.  2542 
www.prudential.com 
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:;  funds  offered  through  Pruco  Securities  Corporotion,  o  subsidiary  of  The  Prudential  Insurance  Co.  of  America,  both  at  751  Broad  St.,  Newark,  NJ  071 02.  CDs  issued  by  Prudential  subsidiaries: 
-  Prudential  Savings  Bank,  F.S.B.,  or  The  Prudential  Bank  and  Trust  Co.  Like  most  insurance  policies  and  annuity  contracts,  Prudential's  policies  and  contracts  contain  exclusions,  limitations, 
ductions  of  benefits  and  terms  for  keeping  them  in  force.  Your  Prudential  agent  can  provide  you  with  costs  and  complete  details.  MRA-1 998-A028097. 
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Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  cal. 
1-800-FORBES-5. 

Forbes  Trinchera  Rang 

A  Forbes  Executive  Retreat 


Fl 


fk. 


mere  else  (New  York  and  Boston).  Over  first-class  Carib- 
pan  food  at  Ricky's  Blue  Heaven,  Shames  told  us  that  "ev- 
yone  here  is  fleeing  something — a  bad  relationship,  a 
jring  career."  It  sounded  as  if  he  were  reading  from  the 
|me  playbook  as  Buchanan,  and  I  told  him  so.  He  shook 
Is  head  at  my  naivete. 
In  Miami,  people  exploit  the  svstem,"  he  explained,  "in 
ev  West,  they  reject  the  system.  There's  a  real  outlaw 
lentalify.  No  one  north  ot  Key  Largo  has  the  right  to  tell 
;  squat."  There  are  lunatics  and  vigilantes  and  secession- 
's who  proclaim  the  Conch  Republic,  but  "Key  West  is  a 
Ind  place,"  he  said  firmly.  "Miami  is  not  a  kind  place." 
/en  Kev  West's  Cuban  community  is  nowhere  near  as 
llently  anti-Castro  as  the  Miami  Cubans. 
Once  thev'd  set  us  straight,  the  Shames's  sent  us  off  for 
sunset  sail  with  skipper  A.D.  Tinkham  and  first  mate 
sbecca  Bennett  (sailor-artists  who  run  a  charter  called 
be  Restless  Native).  Bennett  soon  emerged  from  the  cabin 
ith  a  bottle  of  white  zinfandel  and  some  smoked  fish 
lite,  and  we  watched  the  mangrove  islands  hovering  on 
[e  sea  as  the  sun  went  down  in  splendor.  Key  West  is  a 
Ind  place,  I  dreamily  decided. 

But  the  next  morning,  as  I  prepared  to  bicycle  into 
le  Old  Town  (past  a  gauntlet  of  T-shirt  shops  and  Hem- 
Igwav  references),  Lantigua  asked  if  I  would  stop  by  the 
jst  office  and  express-mail  his  child-support  check, 
llaybe  there'll  be  a  few  wanted  posters,"  he  said,  by  way 
inducement,  as  he  lifted  his  cast  into  a  hammock. 

Grudgingly,  I  agreed. 


s  it  happened,  there 
eren't  any  wanted  posters,  but  while  I  waited  for  the 
:xt  available  postal  clerk,  I  noticed  a  video  monitor 
ounted  on  one  wall.  It  was  showing  pictures  of  missing 
:ople.  A  child.  A  middle-aged  man  with  a  beard.  I  stared 
the  image  of  an  attractive  girl,  with  long  dark  hair.  "Last 
en  in  New  Jersey,"  the  screen  read.  "Renee  LaManna." 
Shames  had  said  something  that  bothered  me  now  "Key 
fest  is  such  an  easy  place  to  find  a  toehold  and  get  a  life. 
he  climate  is  so  benign,  so  unthreatening,  that  you  tend 
st  to  roll  over.  There's  a  tropical  fatalism — a  wonderful, 
ippy  indifference  that  kicks  in.  It  doesn't  breed  evil,  but 


it  makes  people  easy  prey  for  evil."  Renee  LaManna  looked 
about  17,  and  I  thought  how  easily  she  could  have  been 
drawn  to  the  freewheeling  camaraderie  of  Key  West.  I  also 
thought  she  would  have  been  easy  prey  for  evil. 

n  the  flight  back  to  New  York  I  listed  various  el- 
■  ements  of  Miami  noir,  trying  to  get  the  pieces  of 
■  the  puzzle  to  fall  into  place.  Renee  LaManna. 
Alligators.  Bebe  Rebozo.  Somocista  steak  houses. 
Meyer  Lansky.  Chicken  entrails  on  the  courthouse  steps. 
Gated  communities.  Andrew  Cunanan.  Neon.  Iguanas. 

(A  brief  digression  on  the  subject  of  iguanas:  Last  year, 
Florida  cops  pulled  over  a  car  that  was  apparently  being 
driven  by  a  large  green  and  orange  iguana.  They  found  an 
extremely  drunken  man  beneath  the  lizard.  Lantigua  told 
me  that  it  was  a  local  variation  on  DUI — Driving  Under 
the  Iguana. ) 

People  run  to  Miami  and  do  amazing  and  terrible  things. 
And  because  there  are  so  many  fugitives,  with  so  many 
hidden  passions  and  shady  pasts  and  different  idols,  almost 
everyone  blends  in,  much  as  the  police  lights  blend  into 
the  neon.  That  was  part  of  the  attraction  for  stars  like  Ma- 
donna and  Sly  Stallone.  That  was  why  Andrew  Cunanan 
had  gone  almost  unnoticed  in  South  Beach  until  he  killed 
its  signature  celebrity,  and  why  he  was  able  to  remain  hid- 
den for  so  long  afterward — on  a  houseboat  owned  by  an- 
other fugitive. 

Somewhere  over  Virginia,  I'd  had  the  key  to  the  mys- 
tery all  along,  that  I'd  seen  its  essence  a  decade  earlier,  in 
1988.  I  was  visiting  a  friend,  James  Lemoyne,  who 
had  just  returned  to  Miami  after  several  years  as  a 
Central  American  war  correspondent.  It  was,  remember, 
the  decade  in  which  the  U.S.  backed  the  contras  in 
Nicaragua,  and  supported  the  right-wing  military  regime 
in  El  Salvador,  whose  death  squads  murdered  children, 
nuns  and  priests,  including  El  Salvador's  beloved  Catholic 
leader,  Oscar  Arnulfo  Romero. 

James  invited  me  to  lunch  at  his  Brickell  Avenue 
condo,  and  after  the  meal,  he  offered  to  walk  me  back  to 
the  place  I  was  staying,  just  next  to  the  famous  Arqui- 
tectonica  building — you've  seen  a  million  photos  of  it — 
the  one  with  the  square  cut-out  in  the  middle,  and  the  red 
spiral  staircase  and  blue  Jacuzzi  inside  the  square. 

The  sun  was  hot  and  the  wine  had  been  good,  so  I  was 
in  a  bit  of  a  dream  as  we  ambled  down  the  avenue.  Coming 
toward  us,  we  saw  a  youngish  Latin  man,  perhaps  in  his 
early  40s,  pushing  a  baby  stroller.  James  hailed  him.  "jHola! 
gQue' tal?"  they  greeted  each  other,  and  after  I  was  intro- 
duced they  launched  into  a  brief  but  passionate  conversa- 
tion. Words  Xikepatria  and  muerte  flew  by  me  in  a  torrent. 
Then  I  admired  the  baby,  James  admired  the  baby — a  lit- 
tle girl,  her  proud  father  told  us — and  we  said  goodbye. 

"That,"  said  James,  as  we  strolled  off,  "is  the  man 
who  ordered  the  murder  of  Archbishop  Romero."  Talk 
about  noir.    • 
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WHAT  IF  THE  SEASON'S  GREETINGS  WERE  PENNED  BY  PROFESSIONAL* 

>^V  h,  winter — the  season  of  24-hour  toll-free  numbers  and  that  peculiar  literary  for 
M//X/  known  as  the  holiday  letter.  The  basic  elements  of  the  genre  seem  to  be  faiiB 
universal:  weather  events,  renovations,  career  triumphs,  chronic  illnesses,  accompiishmerB 
of  children  or  euphemisms  for  lack  of  same,  plus  at  least  one  philosophical  aside.  Still,  tl 
question:  Why  do  such  letters  read  as  though  the  family  has  hired  a  passing  neighbor  fl 
itinerant  biographer  to  sum  up  its  year?  Couldn't  they  have  found  someone  more  litera 
Here,  a  sampling  of  imagined  holiday  letters  of  the  literati.     By  JUDITH  HoOPI 
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The  year  has  been  an  esop  ■ 
Program!  ff£g&Z*2~  ^^M^^.1^^.^  March  ,aK 
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-The  Kafkas 
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I)  WHAT  WOULD  YOU  PAY  TO  HAVE  YOUR  OWN  HOME  SCREENING  ROOM?  HOW  ABOUT  $150,000? 

COMING 
SOON  TO  A 


BY  PAUL  HOCHMAN 
PHOTOGRAPH  BY  MONICA  STEVENSON 


ROOM 
NEaRYOU! 


tHis  just  in:  after  millions  in  research  and  years  of  waiting, 
the  world's  greatest  electronic  engineers  have  developed  a  tele- 
vision picture  so  astonishingly  sharp  that  it's  almost  like  having  the 
movies  in  your  own  home.  To  which  we  add  a  resounding,  So  What?! 
It  will  be  some  time  before  your  HDTV  is  anything  more  than  a  $10,000 
paperweight.  So  why  not  do  things  the  proper  way  and  simply  add  a 
genuine  screening  room  to  your  home.  A  uniplex,  so  to  speak.  •  The 
technology  now  exists  to  reproduce  sound  that  surpasses  theater  quality 
and  to  display  images  that  rival  movies',  all  with  features  that  would 
give  a  professional  projectionist  the  greenish  hue  of  envy.  Even  George 
Lucas,  whose  Lucasfilm  company  puts  the  prestigious  THX  imprimatur 
only  on  a  few  high-end,  movie-worthy  components,  has  approved  of 
nearly  everything  in  this  package.  Added  bonus:  your  theater  floor  won't 
get  sticky  unless  you  spill  your  Macallan.  We  have  speed,  Mr.  DeMille. 


1/  THE  ULTIMATE  SCREEN 
STEWART  LX110/HD  ($2,76S; 
S4J85  with  miav-peiforations) 
Here's  a  quick  lesson  in  screens  for 
all  of  you  who  think  that  a  bed 
sheet  hung  on  the  wall  is  suffi- 
cient: A  good  screen  balances  light 
absorption  with  light  reflection 
across  a  variety  of  spectrums.  A 
bad  screen  is  a  light  sponge,  soak- 
ing up  what  comes  in  and  reflect- 
ing nothing  back.  A  good  screen  is 
the  opposite.  It  gives  a  parity  of 
color  accuracy  and  brightness. 
That's  what  you're  certain  to  get 


with  a  screen  from  Stewart  Film- 
screen,  a  Torrance,  California,  firm 
that  has  won — count  'em — two 
Academy  Awards  in  the  area  of  vi- 
sual technology.  The  LX  no/HD 
(54"  high  by  96"  wide)  has  a  tita- 
nium-white pigment  infused  into 
it  and  is  color-corrected  for  blue 
with  a  secret  metal  cocktail — blue 
only  makes  up  about  10%  of  video's 
mix,  so  the  no/HD  throws  off 
true  color  and  brightness  you  just 
won't  see  in  other,  grayer  screens. 
Most  Hollywood  projection  rooms 
use  Stewarts.  (800)  762-4999. 


2/ THE  ULTIMATE 
PROJECTOR  AND  VIDEO 
PROCESSOR 

RUNCO  DTV-991  ($24,995) 

andRUNCO  VFC 

4400  MULTIFILM  ($19,995) 

Trust  us:  You  don't  want  a  conven- 
tional film  projector.  The  image 
quality  is  great,  but  Blockbuster 
doesn't  currently  carry  70mm 
prints.  What  you  really  want  is 
a  Runco  991  CRT  projector  and 
a  VFC  4400  video  format  con- 
troller. The  projector  is  pricey, 
because  you're  buying,  in  essence, 
a  giant  version  of  the  inside  of 
a  computer  monitor  upon  which 
to  project  images  that  are  breath- 
takingly  filmic.  Instead  of  throw- 
ing the  image  onto  a  tube,  though, 
the  991  tosses  it  to  a  screen  about 
10  feet  away.  And  all  those  hori- 
zontal black  lines  you  see  when 
you  run  Powerpoint  presentations 
on  a  big  screen?  Banished  forever 
by  the  VFC  4400,  an  all-digital 
scaler  that  actually  processes  the 
picture  one  pixel  at  a  time,  seam- 
lessly filling  in  the  millions  of  tiny 
holes  that  digital  projectors  leave. 
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(    GR-DVM5  Digital  CyberCam. 


Affordable  enough  to  bring  home. 

Yet  so  compact,  you  11  never  leave  it  there. 


> 


ase  in  pome  the  J  VI..  UR-DVM5  CyberCam.  It's  sophisticated  enough  to  give  you  incredible  digital  video,  yet  so  incredibly 
small  that  you  will  actually  take  it  wherever  you  go.  You'll  get  the  quality  of  500-line  digital  resolution,  along  with  an  amazing 
lOOx  zoom,  image  stabilizer  and  ultra-sharp  2.5  inch  flip-out  LCD  viewfinder-all  in  a  package  that  weighs  less  than  one  pound! 
1  he  CR-DVM5  also  lets  you  perform  more  than  17  different  digital  effects  and  scene  transitions,  and  has  an  integrated  snapshot 
mode  lor  taking  superb  digital  still  photographs.  The  iLink  (Fire Wire)  terminal  provides  a  direct  digital  connection  to  your  PC 
for  endless  creative  possibilities. 


The  JVC  GR-DVM5  is  anything  but  your  typical  camcorder.  Check  it  out  and  see  what  a  big  difference  this  small  miracle  can  make 
in  vourlife.  .  .  % 


I)  WHAT  WOULD  YOU  PAY  TO  HAVE  YOUR  OWN  HOME  SCREENING  ROOM?  HOW  ABOUT  $150,000? 

COMING 
SOON  TO  A 


BYPAULHOCHMAN 
PHOTOGRAPH  BY  MONICA  STEVENSON 


ROOM 

NEaR YOU ! 


tHis  just  in:  after  millions  in  research  and  years  of  waiting, 
the  world's  greatest  electronic  engineers  have  developed  a  tele- 
vision picture  so  astonishingly  sharp  that  it's  almost  like  having  the 
movies  in  your  own  home.  To  which  we  add  a  resounding,  So  What?! 
It  will  be  some  time  before  your  HDTV  is  anything  more  than  a  $10,000 
paperweight.  So  why  not  do  things  the  proper  way  and  simply  add  a 
genuine  screening  room  to  your  home.  A  uniplex,  so  to  speak.  •  The 
technology  now  exists  to  reproduce  sound  that  surpasses  theater  quality 
and  to  display  images  that  rival  movies',  all  with  features  that  would 
give  a  professional  projectionist  the  greenish  hue  of  envy.  Even  George 
Lucas,  whose  Lucasfilm  company  puts  the  prestigious  THX  imprimatur 
only  on  a  few  high-end,  movie-worthy  components,  has  approved  of 
nearly  everything  in  this  package.  Added  bonus:  your  theater  floor  won't 
get  sticky  unless  you  spill  your  Macallan.  We  have  speed,  Mr.  DeMille. 


1/  THE  ULTIMATE  SCREEN 
STEWART  LXnortiD  (s2,j6S; 
14*185  vntb  micro-perforations) 

Here's  a  quick  lesson  in  screens  for 
all  of  you  who  think  that  a  bed 
sheet  hung  on  the  wall  is  suffi- 
cient: A  good  screen  balances  light 
absorption  with  light  reflection 
across  a  variety  of  spectrums.  A 
bad  screen  is  a  light  sponge,  soak- 
ing up  what  comes  in  and  reflect- 
ing nothing  back.  A  good  screen  is  . 
the  opposite.  It  gives  a  parity  of 
color  accuracy  and  brightness. 
That's  what  you're  certain  to  get 


with  a  screen  from  Stewart  Film- 
screen,  a  Torrance,  California,  firm 
that  has  won — count  'em — two 
Academy  Awards  in  the  area  of  vi- 
sual technology.  The  LX  no/HD 
(54"  high  by  96"  wide)  has  a  tita- 
nium-white pigment  infused  into 
it  and  is  color-corrected  for  blue 
with  a  secret  metal  cocktail — blue 
only  makes  up  about  10%  of  video's 
mix,  so  the  110/HD  throws  off 
true  color  and  brightness  you  just 
ther,  grayer  screens. 
>od  projection  rooms 
(800)  762-4999. 


w 
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2/ THE  ULTIMATE 
PROJECTOR  AND  VIDEO 
PROCESSOR 

RUNCO  DTV-991  ($24,995) 

andRUNCO  VFC 

4400  MULTIFILM  ($19,995) 

Trust  us:  You  don't  want  a  conven- 
tional film  projector.  The  image 
quality  is  great,  but  Blockbuster 
doesn't  currently  carry  70mm 
prints.  What  you  really  want  is 
a  Runco  991  CRT  projector  and 
a  VFC  4400  video  format  con- 
troller. The  projector  is  pricey, 
because  you're  buying,  in  essence, 
a  giant  version  of  the  inside  of 
a  computer  monitor  upon  which 
to  project  images  that  are  breath- 
takingly  filmic.  Instead  of  throw- 
ing the  image  onto  a  tube,  though, 
the  991  tosses  it  to  a  screen  about 
10  feet  away.  And  all  those  hori- 
zontal black  lines  you  see  when 
you  run  Powerpoint  presentations 
on  a  big  screen?  Banished  forever 
by  the  VFC  4400,  an  all-dig,    .1 
scaler  that  actually  processes  th, 
picture  one  pixel  at  a  time,  seam 
lessly  filling  in  the  millions       ;ny 
holes  that  digital  projectoi 
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The  resulting  resolution  is  stunning, 
like  a  liquid  pool  of  light.  It's  al- 
most three-dimensional.  (800)  23- 
RUNCO. 

3/ THE  ULTIMATE 
THEATER  SPEAKERS 
SONUS  FABER  andREL 

Most  people's  image  of  speakers 
come  from  Dance  Fever — 400-lb. 
refrigerators  with  black  foam  doors. 
How  times  change.  If  you  want 
great  sound  in  a  beautiful  package, 
consider  the  sexy,  aurally  fixated, 
walnut-clad  speakers  from  the 
Italian  master  speaker  maker,  Sonus 
Faber.  Many  believe  they're  the  best 
home  theater  speakers  in  the  world. 
And  you're  going  to  want  six  of 
them:  two  rear-placed  Concerto's 
for  a  surround  effect  ($2,345/pair, 
with  stands),  two  Electa  Amator  lis 
for  the  front  ($6,ooo/pair,  with 
stands),  and  one  front-and-center- 
positioned  Solo  ($995)  to  handle  the 
dialogue.  The  sixth  is  a  walnut- 
trimmed  REL  Stadium  II  sub- 
woofer  ($2,500),  which  handles  those 
spleen-shaking  bass  sounds  you  get 
during  the  car  chases  in  Lethal 
Weapon  movies. 

Why  do  you  need  six  speakers? 
Because  movies  on  the  new  source 
standard — DVD  (for  Digital  Video 
Disk) — come  with  six  discreet  sound 
channels,  each  of  which  goes  to 
an  individual  speaker.  Plus,  each 
channel  of  information  contains  the 
full  range  of  audible  sound,  from 
the  ultra-low  20  Hz  vibrations  of  a 
passing  train  to  the  highest  20,000 
Hz  chirps  of  Austin  Powers'  girl- 
friend. The  system's  overall  sound  is 
huge  without  being  loud,  subtle 
without  being  too  quiet — a  mind- 
blowing,  three-dimensional  listen- 
ing experience  that  puts  you  squarely 
in  the  middle  of  a  Hollywood 
soundstage.  (510)  843-4500. 

'"/SOURCE 

rhe  Pioneer  Elite  DV-09  DVD 
player  ($2,200)  is  like  a  VCR  in  the 
same  way  Shakespeare  and  I  are 


both  writers.  Sure,  both  machines 
play  movies,  but  DVD  puts  out  500 
lines  of  resolution,  while  standard 
VCRs  put  out  only  240  lines.  But 
the  first-ever  THX-approved  DVD 
player  is  more  than  just  bright. 
Pioneer's  35-pound  machine  elimi- 
nates digital  snow,  ghosts,  and 
jagged  skin  tones,  even  in  extreme 
closeup.  Reason:  The  machine's 
electrical  noise  doesn't  sully  the 
tiny,  delicate  digital  signal  picked  up 
by  the  09's  laser.  Pioneer  spent 
tons  of  dough  separating  the  digital 
signal  from  the  machine's  buzzing 
power  supplies  (copper  shielding 
helps).  The  DV-09's  easy-to-operate 
remote  allows  you  to  instantly 
shuttle  from  shot  to  shot  or  even 
frame  to  frame. 

One  more  thing:  The  DVD  will 
not  only  play  your  standard  music 
CDs  better  than  your  current  CD 
player,  it  will  look  good  doing  it  as 
well.  A  silent,  Bond-ish  double  air- 
lock door  keeps  out  dust  and,  when 
closing,  looks  like  a  landing  gear 
disappearing  into  a  wing. 

5/ POWER 

PROCEED  AVP  Preamplifier 
and  AMP  $  Amplifier 

The  Proceed  AVP  (for  audio-visual 
preamplifier)  translates  incoming 
data — digital  DVD  signals,  analog 
VHS  signals,  laserdiscs  with  analog 
soundtracks,  etc. — into  a  single  lan- 
guage that  the  amplifier  under- 
stands. All  for  about  $10,000. 

The  AVP  preamp  is  quite  simple 
for  two  reasons.  First,  it's  auto- 
mated: The  powerful  internal  pro- 
cessors, for  example,  instantly  figure 
out  what  kind  of  signal  they're  get- 
ting from  the  source  (like  the  VHS 
movie  you  rented)  and  adjust  the 
output  to  the  amplifier  accordingly. 
Second,  AVP's  makers  say  it's  "fu- 
ture-proof." In  other  words,  it's  up- 
gradeable.  The  AVP's  digital  signal 
processing  chips  store  their  pro- 
grams and  settings  in  flash  memory. 
If  somebody  invents  a  cool  new 
movie  format  next  week,  just  down- 


load new  software  from  Proceed's  1 
website,  free,  then  load  it  into  the  3 
AVP  from  your  laptop. 

As  for  amplification,  the  muscu- 
lar, no  lb.  AMP  5  is  the  perfect 
companion  to  the  AVP.  It  effort- 
lessly balances  huge  output  (up  to 
250  watts  per  channel)  with  whisper 
quiet  operation.  Ever  walk  by  a 
power  line  and  hear  the  transforms 
buzzing?  Power  is  noisy.  But  the 
AMP  5  eliminates  the  movie  signal 
buzz.  It  also  sports  five  separate 
power  channels,  so  that  the  needs  0 
one  speaker  (say,  the  bright  squeal 
of  Jean-Claude  Van  Damme  being  j 
run  over  by  a  truck  on  the  left  front  | 
don't  sap  the  power  supply  to  the 
other  speakers  (those  playing  the 
roar  of  cheering  crowds,  for  exam- 
ple). A  great  match  with  the  Sonusj 
Faber  speakers  above. 

6/  SEATING/HOUSING 

No  wonder  the  custom-designed 
home  theater  industry  has  been 
growing  at  about  25%  a  year  since 
1994.  The  chairs  are  more  comfort-" 
able.  Among  the  best  come  from 
Acoustic  Innovations  in  Boca 
Raton,  Florida.  Their  cushy, 
customizable  CinemaChair  lis  ha\ 
deeply  padded  coil  seats,  double- 
dowel  construction  and  can  be 
put  within  2"  of  a  wall  and  still  re- 
cline. Plus,  the  rear  of  the  seating 
is  high  enough  to  offer  lumbar 
support  but  low  enough  so  it  won*' 
interfere  with  the  surround  sound. 
Add  cup  holders,  slide-out  ottomal 
and  an  optional  remote  control 
panel  and  heat-and-massage,  and 
you're  ready  for  your  closeup.  The  I 
don't  stop  there.  Want  a  custom 
theater,  built  to  your  specs?  Acousl 
Innovations  will  build  a  room 
around  your  seats  in  a  variety 
of  decorating  styles  (800)  983-623- 

7/MUNCHIES 

Orville  Redenbacher's  Smart  Pop 
Movie  Theater  butter  flavor  pop- 
corn (lowfat).  Available  at  grocer)  I 
stores  nationwide.  • 
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The  JVC  GR-DVM5  Digital  CyberCam. 


&& 


Affordable  enough  to  bring  home. 

Yet  so  compact,  you  11  never  leave  it  there. 
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ase  in  point:  the  JVC  GR-DVM5  CyberCam.  It's  sophisticated  enough  to  give  you  incredible  digital  video,  yet  so  incredibly 
small  that  you  will  actually  take  it  wherever  you  go.  You'll  get  the  quality  of  500-line  digital  resolution,  along  with  an  amazing 
lOOx  zoom,  image  stabilizer  and  ultra-sharp  2.5  inch  flip-out  LCD  viewfinder-all  in  a  package  that  weighs  l«ss  than  one  pound! 
The  GR-DVM5  also  lets  you  perform  more  than  17  different  digital  effects  and  scene  transitions,  and  has  an  integrated  snapshot 
mode  tor  taking  superb  digital  still  photographs.  The  iLink  (Fire Wire)  terminal  provides  a  direct  digital  connection  to  your  PC 
lor  endless  creative  possibilities. 

The  JVC  GR-DVM5  is  anything  but  your  typical  camcorder.  Check  it  out  and  see  what  a  big  difference  this  small  miracle  can  make 
in  your  life. 


When  /'crjaruittm  e  Mailers. 


MANDARIN  ORIENT. 


THE  ESSENCE   OF   CITY   LIFE 

Defining  the  essence  of  city  life,  particularly  in  a 
metropolis  as  grand  and  diverse  as  London,  can  be  a 
challenge.  Tradition,  location,  character,  culture,  grandeur 
and  vibrancy  constitute  the  very  heart  of  London.  And 
the  only  place  where  these  elements  exist  in  perfect 
synch  Tonicity  is  at  Mandarin  Oriental  Hyde  Park. 

The  newest  jewel  in  the  Mandarin  Oriental  Hotel 
Group  is  reaffirming  itself  as  one  of  London's  premier  service  establishments.  Built 
in  1892,  the  twin  facades  of  the  hotel  have  long  been  a  landmark  for  the 
fashionable  Knightsbridge  area.  And  the  hotel  offers  unparalleled  vistas  of  Hyde 
Park,  as  well  as  easy  proximity  to  the  shopping  meccas  of  Harvey  Nichols  and 
Harrods  and  a  number  of  other  prominent  attractions. 


Hyde  Park, 

Thanks  to  its  impeccable  service 
Mandarin  Oriental  Hyde  Park  has  redefii 
standard  of  excellence  for  London  hotels, 
a  member  of  Mandarin  Oriental  Hotel 
the  new  Hyde  Park  facility  is  breathing 
air.  Says  General  Manager  Brian  Willian 
believe  that  our  guests  will  recognize  the 
being  the  European  flagship  of  the  groi 
already  legendary  Mandarin 
Oriental  hospitality  provided 
by  our  Asian  hotels  will  be 
introduced  to  London  in  a 
way  no  other  hotel  in  the 
city  can  offer." 
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e  were  strolling  some- 

lat  idly  through  a  store  on  Fifth 

Ivenue  not  long  ago  when  we  were 

jped  dead  in  our  tracks  by  a  stun- 

^ng  piece  of  crystal  by  artist  Mark 

aynes  Roberts.  It  was  of  a  whale 

lbolling  with  its  young,  The  Fam- 

The  etching  was  suffused  with 

*ht  that  seemed  to  come  from  the 

rctic — and  we  were  on  58th  Street. 

There  is,  to  be  sure,  a  very  thin 
ne  separating  much  crystal  art  from 
itscji.  But  this  is  the  real  thing.  Mr. 
Roberts  is  a  British-trained  silver- 
nd  goldsmith.  You  can  see  in  some 
f  his  pieces  influences  of  William 
Hake's  Songs  of  Innocence  and  Exper- 
'ncr,  in  others,  traces  of  heroic  Art 
)eco  of  the  kind  that  adorns  the 
icades  of  Rockefeller  Center. 

Much  of  Mr.  Roberts'  work  is  done 
n  private  commission:  for  hunters, 
achtsmen,  corporate  executives. 

Raynes&Co.  Ltd.,  Orangeville,  On- 
tario; (800)  707-7348,  (sip)  942-397°' 
)yx  (SJ9J  942-4293.  Mr.  Roberts' work 
also  available  atAsprey,  New  York. 
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8:32  P.M.,  ACE  GALLERY,  HUDSON  SOUTH  OF  SPRING 


10:17  P.M.,  MONZU,  COIfJER  OF  MERCER  AND  PRINCE 
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.M,  CI  NNATOWN  FAIR,  MOTT  AT  CI  1 A  II 1AM  SQUARE 
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Her  coat,  14,500,  and  mesh  top, 

$4,000,  by  Versfcce.  Skirt  by  Vivienne 

Tana.  Shoes  by  Jimmy  Choo.  545c 

Jag  by  Daniel  Swarovski.  $880. 

Hi/ velvet  suit,  $1,150,  and  cotton  shirt, 

'$245,  by  Paul  Smith.  Opposite:  His 

tooI  suit,  $2,130,  and  silk  top,  $285,  by 

Yves  Saint  Laurent  Rive  Gauche. 

Shoes  by  Sutor  Mantellassi.  $575.  Watch 

by  Baume  6c  Mercier.  $2,100.  Her 

dress,  $2,355,  and  marabou  bolero,  $3,610, 

by  Yves  Saint  Laurent  Rive  Gauche. 

Shoes  by  Jimmy  Choo.  $447. 


2:o8  A.M.,  STATEN  ISLAND  FERRY  TERMINAL,  BA' 


II 


His  Suit,  $2,020,  ' 

shirt,  $390,  tic,  $115,  shoes,  J395,  and 

her  dress,  $2,485,  by  Gucci.  Mink 

coat  by  Anastasio/Tri-Sterling. 

$9,000.  Choker  by  H.  Stern. 

Opposite:  His  velvet  suit  by  Dormeuil 

by  Timothy  Everest.  $1,900.  Shirt 

by  BOSS  Hugo  Boss.  $125.  1  Let 

top,  $120,  and  skirt,  $180,  by  Onyx 

Noir.  Mink  coat  by  Zang 
Toi/Karayiannis  Brothers.  $13,500. 
Choker  by  Erickson  Beamon.  $287. 

Clutch  by  Daniel  Swarovski. 

$1,015.  Sylvester  the  Cat  at  Warner 

Bros.  Studio  Stores.  $24. 
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4::o  A.M.,  ENTERING  THE  FDR  DRIVE,  NORTHBOUND 


Lost  and  found 
for  the  soul 


rselfon  a  sunset  ' 
cruise,  in  a  mineral  spa    ■£ 
or  putting  for  birdie  on    ^y.. 


a  championship  golf 
course.  Discover 
yourself  in  paradise 
at  one  of  SupcrClubs' 
three  magnificent 
Grand  Lido  Resorts. 
Here,  you'll  find  the 
Supter-lnc  lusivc  world  oj  sumptuous 
cuisine,  gracious  service  and  infinite 
possibilities.  Even  free  weddings.  All 
ice  and  tipping  is 


mm 


,on,  call  your 
travel  agent  or  Supei  Clubs  at 
l-800-GO-SUPER/lixt.  7J3.1. 
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ANASTASIO  FOR 
TRI-STERLING:  Maximilian  at 
Bloomingdales,  New  York 

BAUME  &MERCIER:  all 

Tourneau  locations 

BEST  OF  CLASS  BY  ROBERT 
TALBOTT:  Robert  Talbott, 

(800)  747-8778;  Bergdorf 
Goodman  Men,  New  York;  and 
select  Neiman  Marcus  stores 

BOSS  HUGO  BOSS:  shoes, 
BOSS  Hugo  Boss,  Short  Hills,  NJ, 
Troy,  MI,  and  Beverly  Hills; 
shirt,  BOSS  Hugo  Boss,  Dallas, 
Atlanta,  and  Century  City,  CA 

CALVIN  KLEIN:  suit,  Calvin 
Klein,  New  York;  sweater,  Calvin 
Klein,  Dallas,  and  Bergdorf 
Goodman  Men,  New  York 

DANIEL  SWAROVSKI: 

Bergdorf  Goodman,  New  York, 
and  select  Ultimo  and  Neiman 
Marcus  stores 

DORMEUIL  BY  TIMOTHY 
EVEREST:  Dormeuil,  New  York, 

(212)  396-4444 

ERICKSON  BEAMON:  Barneys, 
New  York 

GUCCI:  select  Gucci  stores; 
dress  also  at  select  Neiman  Marcus 
and  Saks  Fifth  Avenue  stores 

H.  STERN:  H.  Stern,  New  York 

HALSTON  SIGNATURE: 
Mitchells  of  Westport,  CT; 
Marissa  Collections,  Naples,  FL; 
and  select  Neiman  Marcus  stores 

HERMES:  all  Hermes  boutiques, 
(800)  441-4488 

JIMMY  CHOO:  select  Saks  Fifth 
Avenue  stores 

JOHN  BARTLETT:  coat,  Ultimo, 
Dallas,  San  Francisco  and  Chicago; 
turtleneck,  select  Nordstrom  stores; 
both,  select  Neiman  Marcus  stores; 
skirt,  to  order,  Traffic,  Los  Angeles 


ONYX  NOIR:  Onyx  Noir, 
New  York;  Sphere,  New  York; 
and  Fred  Segal,  Los  Angeles 

PAUL  SMITH:  Paul  Smith, 
New  York  and  Barneys,  New  York 

SUTOR  MANTELLASSI: 
Wayne  Edwards,  Philadelphia; 
Stanley  Korshak,  Dallas;  Louis, 
Boston;  and  select  Neiman  Marcus 

VERSACE:  Bergdorf  Goodman, 
New  York;  select  Nordstrom 
stores;  and  all  Versace  boutiques 

VIVIENNE  TAM:  Vivienne 
Tarn,  New  York,  (212)  840-6470 

WARNER  BROS.  STUDIO 
STORES:  (800)  223-6524 

YVES  SAINT  LAURENT  RIVT 
GAUCHE:  Yves  Saint  Laurent 
Rive  Gauche,  New  York;  dress  als< 
at  Neiman  Marcus,  San  Francisco 

ZANG  TOI  FOR  KARAYIAN- 
NIS  BROTHERS:  Saks  Fifth 
Avenue,  New  York 


Ace  Gallery,  275  Hudson  Street, 
(212)  255-5599 

Chinatown  Fair,  8  Mott  Street, 
(212)  964-1542 

Monzu,  142  Mercer,  (212)  343-033  , 

Staten  Island  Ferry,  Whitehall 
Street  at  Battery  Park,  (718)  815-26 

Virgin  Megastore,  1540  Broadwa) 
(212)  921-1020 

Hair  by  Steven  Ward  for  Garren 
New  York.  Makeup  by  Angie  Park 
for  Oliver  Piro.  Associate  Produce) 
Kerry  Mullett.  • 
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wiged  dude  with  the  shades, 
lades  and  the  Brixton 
f©  e  is  Eros.  His  statue  stands 
Pi  adilly  Circus,  throbbing 
r|f  Europe's  most  happening 
-a  It  isn't  actually  a  circus,  of 
ru  but  there's  so  much 
stje  around  that  it  might  as 
\\t:  jugglers,  punk-rockers, 
Jrs...  not  forgetting  our  world 
^street  markets  -  like  Covent 
ie  Camden  or  Portobello  - 
n<  everything  from  antique 
*')  freaky  fashion.  W 


Covent  Garden,  Leicester  Square...  wherever 
vou  want  to  be  in  central  London,  you  II  find 
there's  a  Radisson  Edwardian  Hotel I  right  i up  your 
street  (well,  almost)  Freecall  1-800  333  3333 
now,  and  between  1st  Jan  and  28th  Feb  1999 
vou  can  be  savouring  our  famous  country 
house-style  luxury  (see:  there's  a  reason  Eros 
has  a  cake  stand  in  his  hand)  for  50%  off  our 
rack  rates*  Ask  for  "London  Breakaways.  ^ 
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IWFor  a  free  copy  of  London  Now,  call  1-800  617  2444, 
or  send  the  coupon  to.  London  Tourist  Board,  Dept 
LTR06C,  PO  Box  141 199,  Cincinnati,  OH  45250-1 199. 

I  hear  you.  Send  details  and  tune  me  in  to  London. 
Name r=^ 


Address 
City 


State 


ZlP_ 


Phone 


Siteseer?  Visit  www.LondonTown.com 


MAYBE  THE  THIN  AIR  AT  THAT  ALTITUDE  HOBBLED  MY  THINKING, 
or  maybe  it  was  the  blissful  fatigue  of  skiing  all  day  in  the  powdery  new  snow  but  I  was  having  a  deuce 
of  a  time  deciding  between  the  Beluga  and  the  caviar  sampler.  As  I  weighed  the  brisk  incisiveness  of  the 
one  against  the  reassuring  breadth  of  the  other,  a  fire  blazed  in  the  stone  hearth  of  our  trailside  suite  and 
a  busy  room-service  waiter  smoldered  on  the  line.  Naturally,  I  went  with  the  choice  for  the  choosing- 
impahed.  Along  with  the  sampler  of  Osetra,  Sevruga  and  Beluga  came  nickel-sized  pancakes  and  an  e  ab- 
orate  free-standing  parfait  of  chopped  hardboiled  egg,  red  onion  and  capers.  A  bottle  of  sparkling 
California  wine  shouldered  its  duty  without  complaint.  By  the  time  the  waiter  closed  the  door  behind  him, 
the  feat  was  achieved:  The  missus  and  I  had  never  gobbled  sturgeon  ova  on  a  mountaintop  before  •  1  he 
site  of  this  epicurean  breakthrough  was  the  Stein  Eriksen  Lodge,  a  splendid  130 -unit  hotel  on  an  8,200- 
foot  summit  in  the  midst  of  Utah's  Deer  Valley  Resort,  probably  America  s  most  luxurious .public  ski  area. 
Deer  Valley,  founded  in  1981  and  often  upgraded,  is  a  polished  latecomer  in  the  great  Wasatch  Range  s 
14-resort  dynasty.  Compared  with  first-born  Brighton  (fierce,  stubbornly  rustic)  and  middle-child  Park 
City  (amenable,  multitalented),  Deer  Valley  appeared  recently  enough  in  the  family  s  rise  to  go  to  charm 
school.  Valets  help  get  the  skis  off  your  roof  when  you  drive  up  to  the  base  lodge.  Your  skis  and  poles 
can  be  stored  overnight  at  no  extra  charge.  The  sidewalks  are  heated.  The  kft-ticket  office  accepts  advance 
reservations.  Management  limits  ticket  sales  to  reduce  chair-lift  traffic  jams.  And  the  surest  sign  of  clas- 
sic alpine  breeding:  Sorry,  dudes,  no  snowboarding.  •  Not  that  people  are  wagging  their  pinkies  as  they 
sip  $3  50  mocha  kites  in  Snowshoe  Tommy's,  a  coffee  shack  near  the  9,400-foot  summit  of  Bald 
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GE  C^*£KTHE  ROCKIES  IF  YOU 
T"f(5— WE'LL  TAKE  DEER  VALLEY, 
SOFT  POWDER,  GREAT  LODGE,  35 
MILES  FROM  THE  SALT  LAKE  AIRPORT 

'ROTOGRAPHS  BY  JON  MOE 


Mountain,  second-highest  of  the  four  peaks  that  make  up 
the  resort.  It  is  just  that  if  your  idea  of  fun  is  Metallica 
blasting  from  a  lodge  loudspeaker  as  you  chomp  foil- 
wrapped  bean  burritos  after  a  bumpy  run  through  the 
crud,  you  have  come  to  the  wrong  place.  A  Ski  magazine 
readers'  poll  this  year  ranked  Deer  Valley  No.  i  among 
United  States  resorts  for  on-mountain  food,  local  dining, 
service  and  trail  grooming.  All  this  swank  does  not  come 
cheap,  of  course — the  $57  lift  ticket  is  among  the  priciest 
anywhere.  Overall  the  mountain  seems  geared  to  well- 
heeled  parallelers  content  to  cruise  the  cat-smoothed 
blues.  One  hates  to  fall  and  mess  up  the  snow. 

The  crowning  amenity,  though,  is  not  on  the  moun- 
tain but  35  miles  away:  the  Salt  Lake  City  International 
Airport.  No  luxe  resort  is  easier  to  get  to  via  commercial 
jetliner.  You  can  grab  a  nonstop  flight  out  of  New  York 
or  Los  Angeles  or  practically  any  big  city  in  the  morning 
and  be  schussing  by  noon,  local  time.  By  omitting  the  te- 
dious connecting  flights  and  long  drives  that  link  most 
big  alpine  resorts  to  the  nearest  major  runway,  you  pre- 
serve that  most  precious  vacation  resource  of  all:  time. 


Our  evening  departure  flight  to  Los  Angeles  enabled  1 
to  get  in  a  full  day's  skiing  our  last  day  at  the  resort- 
unheard-of  ski -week  bonus. 

This  convenience  cannot  be  overemphasized,  esp- 
cially  considering  that  several  Deer  Valley  facilities  Wi 
pick  you  up  at  the  airport  if  you  please.  (We  giddily  toe 
advantage  of  the  fact  that  the  primary  rental  car  fleets  a> 
located,  quaintly,  in  the  terminal.)  In  an  unscientific  su-;  I 
vey  of  chairlift  companions,  I  met  visitors  from  New  Y01 1\ 
Miami,  New  Orleans,  Chicago,  Minneapolis,  Phoeni-j 
Dallas  and  San  Diego,  among  other  places — indeed,  1.  j 
cals  tend  not  to  ski  the  place,  with  interesting  exceptio, 
mentioned  below — and  all  respondents  said  a  key  to 
appeal  was  accessibility.  When  talking  about  how  eas) 
is  to  travel  there,  people  shake  their  heads  and  give  y 
a  Cheshire  cat  smile,  as  if  they  were  getting  away  wi,    .-..■ 
something.  A  hard-charging  Michigan  businessman  w 
bought  a  mountainside  condominium  after  visiting  D(      - 
Valley  for  just  a  week  did  not  hesitate  when  asked  wli    _. 
"The  forty-minute  drive  from  the  airport."  To  be  su 7 
other  Utah  resorts  are  similarly  airport-close,  but  wr 


iide  vourselt  by  lugging  your  own  skis  and  walking  on 
;  now-covered  sidewalk?  And  did  I  mention  there  is  no 
llowboarding? 
The  buzz  on  Deer  Valley  has  been  building  steadily  for 
ars,  and  might  be  said  to  have  peaked  the  last  week  in 
bruarv,  when  not  only  my  wife  and  I  were  there  but  also 
e  Clintons.  Celebrating  Chelsea's  18th  birthday,  they 
rre  holed  up  in  a  mansion  owned  by  Jeffrey  Katzenberg, 
ad  of  the  Dreamworks  movie  studio.  The  house  is  part 
a  gated,  trailside  private  community  where  a  three- 
arter-acre  lot  reportedly  costs  $1.6  million.  News  ac- 
unts  of  the  First  Family's  visit  seldom  failed  to  describe 
e  mountain  resort  as  "posh,"  a  word 
loved  by  reporters  for  its  hint  of  sultanic 
cadence.  It  was  a  few  weeks  into  the 
winsky  affair — ah,  I  mean  scandal — and 
one  of  the  message  boards  that  are 
ughtfully  placed  at  the  chairlift  loading 
:as  somebody  had  scrawled:  MONICA, 

EET  ME  AT  THE  SUMMIT,  BlLL.  That  the 

ip  remained  posted  all  day,  tor  Hillary  or 


The  Katzenberg 
Treatment:  A  valet 
at  the  Stein  Eriksen 
Lodge,  below,  will 
place  your  skis  and 
poles  in  the  snow 
outside  your  door, 
steps  from  the  trail. 


THUS  THE 
SURVIVAL 
OF  OUR 
MARRIAGE 

WAS  IN 

HANDS  OF 


DEERVALL 


Y'S 


SKI  SCHOOL 
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RESORT  IS 
EASIERTO 

GET  TO 
VIA  COMMERCIAL 

JET 


Chelsea  to  stumble 
upon,  did  a  lot  to 


The  locals  tend  to 
avoid  Deer  Valley 
because  they 
regard  it  as 
country-clubbish — 
unless,  of  course, 
there's  new  powder. 


dispell  the  notion  that 

the  good  people  of 

Utah  are,  shall  we  say,  rather  earnest.  Then 

again,  the  state  is  solidly  Republican. 

Also  putting  the  resort  in  the  limelight 
is  the  2002  Winter  Olympics,  hosted  by 
Salt  Lake  City.  Alpine  events  will  be 
scattered  throughout  the  Wasatch,  with 
Deer  Valley  home  to  the  slalom,  com- 
bined slalom,  mogul  and  aerial  competi- 
tions. Personally,  I  try  to  stay  out  of  the  air 
while  skiing,  and  tend  to  avoid  big  moguls 
of  the  alpine  and  Hollywood  variety,  but 
the  trail  I  skiied  most  frequently  is  the  one 
selected  for  the  combined  slalom  event,  Big  Stick,  a  wind- 
ing tree-lined  intermediate  on  the  lower  mountain  that 
makes  everyone  look  good  until  it  suddenly  drops  into  a 
double  blue  vertical  that  puts  the  starch  back  in  your  bibs. 

It  was  a  first  time  for  my  wife,  J.,  a  Southerner,  who 
winter  after  winter  used  to  say  in  her  finest  Scarlett 
O'Hara  impersonation  as  I  headed  for  the  mountains, 
"Why,  no  boy  has  ever  taken  mc  skiing  before."  !  hus  the 
survival  of  our  marriage  was  pretty  much  in  the  I    nds  of 


Deer  Valley's  ski  school,  this  being  one  of  those  ac 
ivities,  like  driving  a  stick  shift  and  swinging  a  gc 
club,  that,  according  to  most  couples  therapists, 
husband  should  not  try  to  teach  his  beloved.  After  two  al 
day  group  lessons  with  a  few  other  never-skiiers,  J.  wv 
confidently  wedging  down  the  bunny  slope,  and  soon  w\ 
venturing  the  gendest  runs  off  the  summits.  To  hear  h 
tell  it,  her  instructor,  a  tall  Tennessean,  was  patier: 

resourceful  and  i 
spiring.  Really 
wish  them  the  be> 
Alas,  the  pla 
has  too  few  now 
trails — only    half-a-doze 
including  the  bunny  slor 
spread  across  the  thn 
mountains.  It  also  lacks  t 
wonderfully  long  runs 
other  ultraresorts.  Yes,  Di 
Valley  is  3,000  vertical  f 
from  bottommost  to  td 
most,  but  that  distance 
covered  by  two  separa 
lift-linked  mountains, 
you  cannot  ski  from 
highest  peak  to  the  low 
base  in  one  fell  swot 
though  you  would  ne 
know  that  from  the  t: 
map  and  promotional  mz 
rials,  which  hint  otherw 
And  while  we  are  accen 
ating  the  negative  it  should  be  pointed  out  that  althoi 
the  policy  of  limiting  tickets  to  5,000  a  day  is  quite  entici 
it  still  does  not  guarantee  serenity,  the  lifts,  lodges,  and  ti 
feel  plenty  crowded  with  little  more  than  4,000  custom 

Locals,  as  mentioned,  tend  to  shy  away  from  E  J 
Valley,  precisely  because  it  is  country-clubbish.  But  t 
days  after  a  big  snowfall,  they  search  its  acres  of  w  fl 
bowls  and  pruned  glades  for  still-virgin  powder,  wr  h 
remains  untracked  a  long  time,  what  with  most  f<  3 
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fter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything 
like  this." 

Which  is  hardly  surprising, 
because  there's  nothing  like  The 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


ROMAN-GRECO  VASE 
IN  ONE  OF  OUR  SUITES 


came  from.  Some  have 
marble  bathrooms,  hand- 
loomed  French  carpets, 
\5  crystal  chandeliers. 

We  even  have  a  library. 
1  ;  Ask  for  a  book  or  a  movie. 
It  will  be  in  your  room  in 
minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F. A.O.  Schwarz  —  and 
just  a  short  walk  to 
Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group 
of  exceptionally 
diffident  people  who        v 
live  there. 

It's  their  place  in  town. 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

C7ie  SH€RRV-N€TH€RIAND 

Your  Place  In  Town 


HARRY  CIPRIANIS 

RESTAURANT 
,^>    SERVES  YOU 
v    v    THEIR  DINING  R00M- 
-^    '     OR  IN  YOUR  SUITE 
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sticking  to  the  manicured  trails.  During  our  week-long 
stay,  we  got  three  feet  of  the  new  powder  that  Utah  is  al- 
ways boasting  about  (on  their  license  plates,  for  goodness' 
sake),  and  my  forays  into  the  trees  and  bowls  were  such 
heavenly  floating  tumbling  riots  that  I  was  tempted  to 
join  the  local  militant  activists  whose  slogan  is  Stop  THE 
Brutal  Grooming. 

But  if  sitting  by  a  fire  in  a  starred,  mountaintop  restau- 
rant eating  lobster  bisque  constitutes  brutality,  then  call 
me  cruel.  After  several  days 
in  a  nifty  condo  near  the 
mountain's  base — how  we 
languished  in  the  outdoor 
hot  tub!  how  we  swan-dived  in- 
to the  fresh  snow  drifts! — we  de- 
camped to  the  Stein  Eriksen  Lodge, 
named  for  the  1952  Olympic  gold 
medalist  and  current  director  of 
Deer  Valley's  skiing  programs.  In 
the  lodge's  Glitretind  Restaurant 
we  had  gravlax,  crabcakes,  roasted 
reindeer,  quail.  The  wine  list  is  deep 
enough  to  trigger  an  avalanche.  Our 
rambling,  balconied  suite  had  two 
fireplaces  and  a  spa  bathroom.  J. 
rented  her  gear  from  the  lodge's 
gracious  shop.  A  valet  placed  our 
skis  and  poles  on  the  snow  outside 


OF  THE 
NEW  POWD] 
THAT  UTA 
IS  ALWAYS 
BOASTING  ABOU 

ONTH 
LIC 
PLATES 

the  door,  steps  from  a  trail.  As  we  glioj 
toward  the  lift  for  a  last  few  runs  on  see] 
Sunset,  I  did  not  have  the  heart  to  tell  1 
that,  ski-resortwise,  it  was  all  downlj 
from  here. 

Oh,  and  did  I  mention  there  is 
snowboarding?  • 


MORE  INFORMATION 

Deer  Valley  is  located,  perhaps  con- 
fusingly, in  Park  City,  Utah,  home  of 
another  fairly  well-known  ski  area, 
which  is  just  a  couple  of  miles  down 
the  road,  useful  if  you  want  a 
change  of  scenery  or  if  anyone  in 
your  party  should  want,  gasp,  to  go 
snowboarding.  Central  reserva- 
tions, (800)  424-DEER,  will  connect 
you  to  a  range  of  rentable  condo- 


miniums at  mid-mountain  or  near 
the  base,  where  some  private 
homes  are  also  available.  At  the  in- 
comparable Stein  Eriksen  Lodge, 
which  is  really  a  condominium- 
hotel  hybrid  where  the  units  are  pri- 
vately owned  and  furnished — a 
two-bedroom  suite  was  recently  of- 
fered for  sale  at  $1.5  million— a 
rather  plain  room  is  $450  per  night 
and  the  spectacular,  three-bedroom, 
two-fireplace,  six-TV  Stein  Eriksen 


Suite  about  $2,000.  (801)  649-3700. 
The  No.  2  winter  sport  at  Deer 
Valley  is  eating,  and  the  day  lodge  I 
have  terrific  lunch  buffets  offering  | 
the  likes  of  piquant  Southwestern 
turkey  chili,  fresh  breads  and  des- 
serts, towering  salads,  even  carvir  ] 
stations  with  roast  sirloin  and  tur- 
key. Evenings,  the  base  lodge  turn  I 
into  an  all-you-can-manage  seafoo 
buffet  and  the  mid-mountain  lodgi 
becomes  a  fine  a  la  carte  restaurai 
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NYTHING    IS   POSSIBLE   IN  THE   STATE   OF 
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ftth  a  pair  of  good  binoculars,  you  can  see  things  vou  wouldn't  otherwise  see,  in  detail  you  wouldn't 



notice.  Quality  optical  instruments  are  tools  that  signify  the  highest  level  of  craftsmanship  and  care;  a  willin 


1't  otherw  1 


ness — dating  to  the  days  when  lenses  were  ground  by  hand — to  take  infinite  pains  and  to  pay  infinite  attenti 
to  detail.  Highly  civilized  nations  produ«l  great  optics;  highly  civilized  people  own — and  appreciate — the 


<    A  GOOD  PAIR  OF  BINOCULARS  DOES 
two  things — it  magnifies  (draws  objects 
closer)  and  it  gathers  light  (makes  them 
brighter).  Light-gathering  is  crucial  in 
certain  situations — backyard  stargazing, 
for  example.  Using  high-density  glass  and 
what  it  calls  an  "achromatically  corrected 
objective  system,"  Zeiss  has  come  up  with 
the  brightest  binoculars  ever.  At  about 
50  ounces,  the  8  x  56  Night  Owls  here  are 
at  the  heavy  end  for  hand-held  glasses,  but  1 
they  deliver  a  level  of  brightness  that  is 
almost  startling.  $1,700.  (800)  338-2984. 

►    A  SHAKY  IMAGE  THROUGH  A  SET  OF 
binoculars  can  bring  on  a  sense  of  near- 
vertigo.  Bigger  and  brighter  is  just  not 
worth  it.  But  Canon's  new  image-stabiliz- 
ing technology  can  take  the  shake  out. 
Powered  by  two  AA  batteries,  the  system 
smoothes  out  all  but  the  most  drastic 
vibrations.  (You  can't  use  the  glasses  on 
the  back  of  a  galloping  horse.)  The  10  x  30; 
here  are  priced  at  $860.  (800)  828-4040. 

Photographs  by  Ron  Reeves 
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lu  F°R  STNE  USE'  OCULARS  MUST 
above  all,  be  waterproof.  Each  barrel       ' 

'    'hen'  W,lU  focus  separately.  Center-focus 
binoculars  are  generally  easier  to  use  but 
provide  too  many  seams  where  water  can 
seep  into  the  optical  components.  Good 
marme  glasses  will  be  sealed  with  O-rines 
and  purged  with  nitrogen.  The  accepted 
standard  for  marine  use  seems  to  be 
7x50.  Enough  magnification  and  bright- 
ness, especially  in  low-visibility  condi 
turns,  but  not  too  heavy  to  hold  steady  in 
choppy  seas.  Marine  glasses  should  be  ar- 
mored. They  may,  like  these  Swift  Sea 
i^ngs,  come  with  a  built-in  range-finding 
compass.  $560.(800)446-1116 


*•*' 


'->.. 


STABILE 
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V^ \J  L4--L  w  t/  %  when  it  all  comes  down,  good  binocujars  make  the  user  look  cool.  Romme 
in  the  desert  would  not  have  appeared  so  striking  a  figure  without  those  field  glasses  hanging  around  his  neck 
These  days  there  are  high-quality  binoculars  for  every  purpose  and  occasion.  Even,  say,  for  capturing  Tobruk 


a    GOOD  THINGS  IN  A  SMALL  PACKAGE: 
sometimes  extreme  brightness  is  not  as  im- 
portant as  portability  and  bigger  is  not  neces- 
sarily better.  A  pair  of  10  x  50s  can  weigh  more 
than  40  ounces  and  carrying  them  in  your 
pocket  will  surely  ruin  the  drape  of  your  suit. 
These  8-ounce  compacts  from  Swarovski 
can  be  used  for  opera  but  they  are  also  just  fine 
in  the  field.  They  produce  clear,  sharp  images 
at  8  x  20  but  they  also  fold  down  to  fit  into 
your  shirt  pocket.  Available  through  Holland 
8c  Holland.  $644.  (800)  SINCE-1835. 


▼    GLASSES  FOR  GENERAL  OUTDOOR  USE 
should  be  durable  and  relatively  compact, 
with  a  center-focus  mechanism  that 
makes  only  one,  very  positive  turn.  They 
should  have  enough  magnification  to  bring 
distant  subjects  in  close  but  also  be  able 
to  focus  on  nearby  subjects  so  you  can  see 
every  feather  on  a  bird  within 
startling  range.  Lenses  must 
be  made  from  high-quality  glass 
and  multilayer-coated  for  opti- 
mum light  transmission.  These 
8  x  42  Trinovids  from  Leica  have  all 
that  at  $1,095.  (800)  222-0118. 
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ISTEINER  BINOCULARS  WERE  DEVELOPED 

a  German  firm  tor  military  use,  in  1947 
j>me  people,  it  seems,  cannot  help  them- 
|ves)  and  the  glasses,  almost  inevitably, 

came  the  choice  of  armies  around  the 
brld,  including  ours.  Countless  Steiners 

veyed  the  sands,  looking  for  targets, 
|Desert  Storm.  These  are  the  glasses  for 

2;ed  work.  The  8  x  30s  are  $250  through 
ligade  Quartermasters.  (800)  338-4327. 

I A  GOOD  PAIR  OF  CONVENTIONAL  BIN- 
lars  will  get  you  closer  to  the  action  at,  say, 
atball  game  or  a  rock  concert.  But  the 
lid  ot  view  will  be  narrow  so  the  scene  will 

cropped  at  the  edges.  New  technology 

bm  Bushnell  has  resulted  in  binoculars 
|th  a  field  of  view  three  times  wider  than 

at  of  conventional  binoculars  and  twice 
Iwide  as  ordinary  wide  angles.  The 
led  focus,  4  x  glasses  here  are  remarkably 
pit  at  12  ounces  and  the  optics  transmit 
pit  so  cleanly  that  you  don't  get  head- 

hes  from  distortion.  $149.(800)423-3537.  • 
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A  worrier's  guide  to  the  body's  minor  aches  (aft 


Every  profession  has  its  conven 
tional  euphemisms.  Butchers  sell  "chop- 
ped sirloin,"  not  "ground  cow."  News- 
papers will  write  about  a  "developing 
nation"  even  when  the  nation  about 
which  they  are  writing  is  not  develop- 
ing at  all,  inasmuch  as  it  has  a  rooster- 
based  economy.  Euphemism  is  the 
driving  force  behind  the  classified  ad: 

What  it  says:  "Cozy  starter  home." 
What  it  means:  House  is  size  of 
men's  room  in  Exxon  station. 

What  it  says:  "Attractive  benefits 

package." 

What  it  means:  Janitorial  salary. 

What  it  says:  "Runs  good." 
What  it  means:  Owner  is  idiot. 


hospital  goes  from  room  to  room  trailed 
by  a  pack  of  lickspittles  in  lab  coats  who 
leave  behind  them  an  oily  trail  of  syco- 
phancy. Everyone  must  discuss  each 
case  in  the  presence  of  the  patient.  The 
lickspittles  want  to  show  off  by  ex- 
hibiting intuitive  diagnostic  skills,  but 
they  must  do  so  in  a  manner  that  does 
not  alarm  the  patient.  They  cannot  say, 
for  example,  that  Mr.  Achenbach  is 
"decomposing  faster  than  a  pile  offish 
heads  in  the  Kalahari."  They  would  say 
Mr.  Achenbach  is  "an  excellent  candi- 
date for  palliative  treatment." 

Doctors  never  lose  this  tendency  to 
obfuscate  in  front  of  their  patients. 


Most  people  will  ignore  this,  figurin 
that  if  there  is  something  the  doctc 
.  needs  to  tell  you,  he  will  get  around  t 
it  in  due  course.  Some  people 
even  be  grateful  for  the  doctor's  I 
cacy  and  diplomacy.  This  is  not  truei 
the  hypochondriac,  who  is  constant! 
looking  for  validation  of  his  fears, 
will  assume  everything  the  doctor  sa 
is  a  subterfuge  to  hide  the  ghasdy  tnw 
about  his  condition. 


The  language  of 
medicine  is  similarly 
deceptive.  When  doc- 
tors say  a  test  result 
was  "positive,"  that 
means  it  is  bad.  "Neg- 
ative" test  results  are 
good.  A  "thrill"  sounds  cool,  but  if  a  doc- 
tor hears  one  when  listening  to  your 
heart,  you  might  keel  over  at  any  min- 
ute. An  "ecchymosis"  sounds  revolting, 
but  it  is  only  a  black-and-blue  mark. 

Among  themselves,  however,  doc- 
tors tend  to  speak  plainly.  Surgeons  will 
refer  to  a  "peek-and-shriek,"  which  is, 
literally,  an  open-and-shut  case: 
Look  in,  blanch,  close  him  up,  let 
him  die.  Doctors  will  say  a  patient 
belongs  to  the  Hi-Five  Club, 
meaning  he  has  HIV.  Doctors 
can  be  real  cards. 

But  when  they  are  speaking 
in  front  of  patients,  doctors 
have  learned  the  opposite 
skill — creative  euph- 
emism. They  learn 
it  as  interns,  when 
they  are  making 
"rounds."  Rounds 
occur  when  a 
learned  doctor 
in  a  teaching 


Hypoc 


Doctor:  Good  morning,  Mr. 

Achenbach. 

Patient:  I  am  dying,  right? 

Doctor:  I  haven't  examined  you 

Patient:  But  it  looks  bad,  doesn't  it. 

Doc? 

Doctor:  We  are  talking  on  the 

telephone. 


140  FORBKS 


iyvthey  will  slowly  and  painfully  kill  you). 


This  sort  of  suspicion  causes  need- 
worn-  for  the  hypochondriac.  There 
onlv  a  handful  of  terms  doctors 
finely  use  to  disguise  bad  things,  a 
'  dozen  terms  that  are  really,  really 
ty  but  that  you  might  not  recog- 
Here  they  are. 


What  What  It         What  It 

They  Say      Sounds  Like    Means 


Say 


What  It 

is  Like 


What  It 
Mv  w-* 


lesion" 

mitotic 
cess" 


A  solemn 

religious 

event 


A  scrape 

Some  damn 

technical 

thing 


neo-  A  trinket 

tic  in-         from  the 
/ement"      dollar  store 


"opac- 

ation" 

Yes,c 


Giving  in 
to  Hitler 


Cancer 
Cancer 

Cancer 

Cancer 


Yes,  cancer  is  the  leading  cause  of 
dical  euphemisms;  but  it  is  not  the 
y  terrible  thing  that  medical  lan- 
age  is  designed  to  hide. 


-AMI" 

A  college 

Acute 

where  you 

myocardial 

can  major 

infarction, 

in  pig 

or  heart 

husbandry 

attack 

"CKleak" 

Calvin 

A  heart 

^B^n 

Klein  takes 

attack.  Refers 

a  whiz. 

to  release 
of  an 
enzyme  that 

^«  \ 

accompanies 
the  death 
of  heart 
muscle. 
Cardiologists 
love  this 

term. 

A 

Something 

Something 

"calculus" 

hard  that 

hard  that  you 

you  want 

don't  want 

to  pass 

to  pass.  This 
is  a  calcified 
stone  in 
the  gallblad- 
der or  kidney. 

"Progres- 

Modern, 

Deadly.  A 

sive 

forward- 

progressive 

thinking, 

disease  is  pro- 

socially con- 

gressing 

scious 

inexorably, 
despite 
treatment. 
Multiple 

To  your 
benefit 


You  may 
already  be  a 
winner! 


sclerosis  is 
often  de- 
scribed as 
"progressive." 

Brain  death 


To  your 

detriment. 

Adventitious 

sounds 

are  bad  lung 

sounds. 

You  lose. 
If  a  symptom 
is  premon- 
itory, it 
seems  trivial, 
but  isn't. 
You  know: 
Hiccups. 
Cancer. 


What 

What  It 

What  It 

They  Say 

Sounds  Like 

Means 

"Idio- 

DuhA 

Duh.When 

pathic" 

/i 

doctors 
diagnose  an 

| 

illness  as 
idiopathic, 
it  means 
they  have  no 
idea  what 
is  causing  it. 

An  "event" 

A  party 

No  party.  A 
bad  thing. 
A  thrombotic 
event,  for 
example,  is  a 
stroke. 

A  "bruit" 

Fat  guy. 

An  unexpect- 

Beats up 

ed  sound 

Popeye.  iy 

t  when  doctors 

m 

j  listen  to 

2M?   w 

an  organ.  It  is 

usually  bad. 

t    to^ 

Heart  bruits, 

^fc 

for  example, 

J     *w 

can  indicate 

CK  leaks. 

An  "insult" 

Injured 

Injured  flesh, 

feelings 

often  grave 
damage. 
In  the  autopsy 
report,  for 
example, 
JFK's  head 
wound  was 
described 
as  an  "insult." 

"Resection" 

Restore,  put 

Cut  away. 

back,  fix 

Amputate. 

"Exqui- 

Wonderful 

Horrible. 

site" 

Incapacitating. 
A  patient 
in"exquisite" 
pain  is  often 
whimpering 
and  drooling. 

A  "bad 

A  bad  result 

A  very  bad 

result" 

result.  This  is 
universal 
DocSpeak  for 
death. 

From  The  Hypochondriac' 

>  Guide  to  Life. 

And  Death. 

,  by  Gene  Weing 

arten.  Copyright 

1998  by  Gem 

'  Weingarten.  Reprinted  by  per- 

mission  of  Simon  &  Schuster 

• 
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The  Imperial  Hotel  had  never  met 
anyone  like  Frank  Lloyd  Wright.  He 
was  the  world's  most  famous  architect. 
He  had  magnificent  plans  for  our  new 
building  in  Tokyo.  But  he  was  impossible  to  please. 
From  the  day  work  began  in  1918,  nothing  met  with 
Mr.  Wright's  approval.  Not  the  stones.  Not  the  tiles. 
Not  even  his  own  designs,  which  he  redid  over  and 
over  —  creating  endless  delays,  trouble,  rubble, 
and  commotion. 


nf^t^mH 


1! 3l\ 


Wl 


Costs  soared. 
Revenues  plunged. 
Our  guests  went  else- 
where for  peace  and 
quiet.  For  the  first  time 
in  its  long  history,  The 
Imperial  was  awash  in  red 
ink.    We   cut   back   on 


W  .-,  it  - 


OUP  HOTEL  WEHT 

THE  WRIGHT  WHY. 

E>llSiriESS  WEHT  THE 

OTHEP  WHY. 


times  over  budget) 
served  faithfully  through 
earthquakes,  fire,  reces- 
sion and  war.  In  the 
process,  we  consolidated 


I 


" 


operations.  But  Mr.  Wright  would  not  cut  corners 
on  construction. 

It  meant  "sink  or  swim"  —  but  we  supported  his 
decision.  Grimly,  we  tightened  our  belts  and 
renegotiated  our  debts.  We  found  Mr.  Wright  his 
stones  at  a  mountain  quarry  100  miles  to  the  north. 
We  ordered  four  million  tiles  from  an  ancient  kiln  200 
miles  to  the  south.  And  we  hired  600  craftsmen  to 
carry  out  his  designs  for  murals,  furniture,  lights  and 
tableware  —  down  to  the  last  matchbox. 
Our  efforts  were  handsomely  rewarded.  The  Wright 
hotel    (three    years    behind    schedule    and    many 


our  reputation  for 
uncompromising 
quality  of  service  —  and 
achieved  the  highest  occupancy  rate  among  all  hotels 
in  Japan. 

The  building  succumbed  at  last  to  time.  But  to  this 
day,  Mr.  Wright's  motifs  grace  our  Peacock  Room. 
And  in  both  Tokyo  and  Osaka,  the  distinguished 
decor  of  our  Old  Imperial  Bar  is  inspired  by  his  ' 
designs.  This  way,  we  honor  his  memory.  And  oblige 
the  guests  who  honor  us  by  returning,  year  after 
year,  to  savor  timeless  hospitality 
in  the  Wright  environment. 


%h 


'Mil 


IMPE  RIAL    HOTEL 


I  oi  reservations   Imperial  Hotel,  Tokyo  rel  (3)3504-1111;  Imperial  Hotel,  Osaka:  Tel  (6)881-1  111; 

Hotel  Imperial  Bali.  Bali.  Indoi    iia    Tel  (62)361  -i>.  or  your  nearest  travel  agent.  For  information:  The  Overseas  Sales  Offices  of 
ih,  Imperial  Hotel:  Lon          re!  (171)355-1  New  York:  Tel  (212)692-9001;  Los  Angeles:  Tel  (213)627-6214 

htt]  www  imperialhoteLco  ip 
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he      F  Y I     Guide      to      Country's     Classics 


Guitars, 
I  Cadillacs      ' 


By  Jeff  Turrentine 


Cadillacs, 

]  CSfeiUbilly 
Music  ^?t  Li 


YOU  SPENT  ANY  OF  YOUR  FORMATIVE  YEARS 

eping  to  the  high  lonesome  sounds  of  Hank 
illiams,  it's  a  fair  bet  that  you're  having  a 

d  time  explaining  how  the  glam  schlock  of 
ooks  &c  Dunn  can  be  called  "country  music" 
iay.  The  simple  interpretation  is  this:  In  the 

os,  radio  stations  began  paying  more  at- 
ltion  to  teen  and  twentysomething  con- 
mers  with  tastes  for  rap  and  hard  rock  than 

ydid  to  baby-boomers,  who  had  tradition- 
y  set  their  radio  dials  to  pop  and  adult  con- 
uporary  stations.  Country  music,  correctly 

sing  an  affluent  but  abandoned  market, 

hed  to  fill  the  void.  The  result,  however, 
a  sound  that  distorted  both  genres,  too 
>  untry  to  be  purely  pop,  and  too  pop  to  be 
rely  country.  Thus  the  two  begat  a  mutant 
ild:  Garth  Brooks.  Clockwise:  Kitty 

To  make  matters  worse,  the  only  road  back  to  Wells;  Hank 

e  classical  country  past  has  until  recently  been     Thompson  and  his 
)cked  by  bad  or  incomplete  recordings.  With  few    Brazos  Valley  Boys; 
ceptions,  "classic  country"  albums  are  collections      Hank  Williams; 
singles,  and  thus  lack  the  binding  thematic  en-      Jimmie  Rodgers 
*y  that  marks  many  of  the  great  jazz  and  rock-      and  Will  Rogers. 
d-roll  albums.  Classic  country  artists  appear  on 
Ds  with  meaningless  tides  like  "The  Best  of. . ."  or  "The      drowning 
isential. . ."  or  "Greatest  Hits";  too  often  these  collections     your  baby 


!S 


are  slipshod,  tossed  together  with  little  attention 
to  sound  quality,  song  selection  or  details  such 
as  recording  dates  and  backup  personnel. 

Fortunately,  there  now  exists  a  well-con- 
ceived CD  or  box  set  for  almost  every  great 
country  artist.  And  we've  found  them.  So 
herewith,  the  FYI  Blue-Chip  Guide  to  Classic 
Country  Music.  (For  best  results  listen  while 
your  sorrows  in  a  bottle  of  beer  and  watching 
walk  out  of  your  life  forever.) 


FYI 
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The  Carter  Family:  Listen  to  the  rough, 

rugged  voices  of  A. P.  Carter,  wife  Sara  and 

cousin  Maybelle  as  they  sing  their  Depression-era  hymns  and  ballads,  and  you  can  *** 

actually  hear  the  sound  of  country  music  being  born.  The  Carters'  output  in  the  1920s  and 

1930s  provides  the  soundtrack  for  rural  American  life  in  those  decades. 

Johnny  Cash:  The  Man  in  Black  was  always — and  remains — coun- 
try music's  Mephistopheles.  His  most  affecting  songs  aren't  meant  for 
dancing  or  honky-tonk  beer-swilling:  They're  warnings,  parables  of  sin 
and  punishment,  often  laced  with  his  mordant  humor.  That  he's  a  de- 
vout Christian  shouldn't  really  come  as  a  surprise;  he  definitely  has  the  aura  of 
a  man  who's  already  been  to  hell  and  would  prefer  not  to  go  back. 

Patsy  Cline:  Unlike  Loretta  Lynn  or  Tammy  Wynette,  who  for  all  their  many 

accomplishments  could  lapse  into  self-parody,  Patsy  Cline  was  never  anything 

less  than  a  paradigm  of  elegance  and  sophistication.  Her  phrasing  and  deliv- 

'    ery  may  have  owed  more  to  the  urbane  pop  of 

Peggy  Lee,  but  her  forte — songs  of  heartbreak  and  haunted  love — 

meant  that  country  fans  could  always  count  her  as  one  of  theirs. 

Lefty  Frizzell:  His  high,  sweet  voice  and  lightly  swinging  style  made 
him  (after  Hank  Williams)  one  of  the  biggest  honky-tonk  stars  of  the 
early  1950s;  today  he's  revered  by  so-called  New  Traditionalists  as  an 
icon  worth  emulating.  They're  right  to  think  so. 


Merle  Haggard:  There's  perhaps  no  other  artist  who  so  completely  represents  the  music's 
endless  possibilities,  or  its  equally  endless  contradictions.  The  former  San  Quentin  inmate 
famed  for  his  oft-erupting  temper  has  nevertheless  penned  some  of  the  most  thoughtful  love 
songs  in  the  American  musical  canon.  Flag-waving  right-winger,  biting  satirist,  anarchic  out- 
law, tender  balladeer:  he's  all  of  them,  it  would  seem. 


George  Jones:  Incontestably,  the  greatest  vocal  artist  country  music  has  ever  pro- 

^y     y.       duced.  Jones  could  sing  nonsense  syllables  and  still  his  voice — with  its  improbable 

m  m  peaks  and  valleys,  its  liquid  cadences — would  manage  to  convey  the  entire  spectrum 

•of  human  sorrow.  As  important  to  country  music  as  Sinatra  was  to  jazz,  and  every  bit 

as  matchless. 


Give  Me  The  Roses  Win 
I  Live,  1997  Rounder,   ^ 
CD  1069 


The  Louvin  Brothers:  Who  better  than  a  pair  of  brothers — one  a  pious  teetotaler, 

the  other  a  violent  drunk — to  embody  the  Manichaean  dynamic  at  the  root  of 

country  music?  Charlie  and  Ira  Louvin's  tight,  bluegrass-derived  harmonies  are 

too  ethereally  perfect  to  be  described;  the  songs  they  recorded  together  from 

1946-63  represent  not  only  a  vocal  zenith  but  also  the  tension  between  sin  and 

^    salvation  that  characterizes  the  country  ethos. 
Willie  Nelson:  He  began  as  a  songwriter-for-hire  ("Crazy,"  "Hello 
Walls")  but  soon  transformed  himself  into  a  visionary  troubadour  whose 
songcraft  took  country  music  in  an  entirely  new  direction  marked  by  gen- 
uine lyrical  and  musical  sophistication.  Now  he's  an  institution  with  a  taste 
for  crossover  pop — but  he  remains  country's  ambassador  to  the  world, 
\\      »c  scraggly  visage,  reedy  voice  and  plink-plink  guitar  playing  are 
ai     rig  the  music's  most  cherished  emblems. 


Johnny 
at  Folsor 
Prison  and 
San  Quentr 

1968,  1969  Columbia, 

CGK  33639 


The  Patsy  Cline  Story, 
igyj  MCA  Records, 
MCAD-4038 


Look  What  Thoughts 
Will  Do,  1997 
Columbia/Legacy, 
CzK  64880 


Down  Every  Road:  196. 
1994,  1996  Capitol,  3 


- 


. 


The  Essential  George 
Jones:  The  Spirit 
of  Country,  1994  Legac 
Epic,  E2K  52451 


When  I  Stop  Dreaming 
The  Best  of  the 
Louvin  Brothers,  1995 
Razor  &  Tie,  RE  206: 


Red  Headed 
Stranger, 

1975 

Columbia, 
CK  33482 


m 
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» is  only  one  installment  in  Rounder's  six-CD  collection  of  Carter  Family 
brdings  from  the  years  bracketing  the  crash  of  1929  and  the  onset  of  the 
Depression.  The  sound  quality  is  rough  but  the  songs — "The 
Church  in  the  Wildwood,"  T  Never  Will  Marry,''  "Will  The  Roses 
Bloom  In  Heaven" — are  breathtaking  in  their  shopworn  elegance. 

There  are  tar  more  comprehensive  collections  than  this  25-track 
•prding  of  his  now-famous  concerts  at  two  of  America's  most  notorious 
■Ions.  But  none  capture  his  edgy,  dangerous  spirit  nearly  as  well.  Themes  of 
flotation  and  imprisonment  inform  almost  every 
■rk;  the  hardened  inmates  respond  with  perversely 
jjdy  enthusiasm. 


ere  are  so  many  collections  of  Cline's  "greatest" 

jrdings  (more  than  a  dozen  alone  on  the  MCA 

i)  that  searching  through  the  CD  bin  can  drive  one, 
,  crazy.  This  compilation  has  that  one  and  all  the  other  hits,  and  the  crys- 
le  sound  quality  brings  out  the  best  of  producer  Owen  Bradley's  sparkling 
cments.  The  liner  notes  also  list  personnel. 

This  two-disc  collection  covers  the  years  1950-1963,  the  pe- 
riod of  Frizzell's  most  remarkable  and  lasting  work. 
Standout  songs:  the  jaunty  "If  You've  Got  the  Money,  I've 
Got  the  Time,"  the  tearjerking  "Mom  and  Dad's  Waltz," 
and  the  creepy  "Long  Black  Veil." 

Absolutely  perfect.  Four  CDs,  covering  his  entire  career. 
The  accompanying  booklet  is  rich  with  details  and  bio- 
graphical information.  And  a  bonus:  pictures  of  the  young 
Merle  looking  like  a  cross  between  Steve  McQueen  and  a 
youthful  Warren  Beatty,  except  much  tougher. 

is  two-CD  set  covers  his  entire  career,  from  his  early  days  as  a  Hank 
lliams  soundalike  to  the  first  inklings  of  an  original  vocal  style  to  his  rich, 
-assured  middle  period  of  the  1970s — the  decade  that  produced  his  best 
rk  The  standouts  on  this  collection  are  too  numerous  to  mention.  Trust 
:  They're  all  here,  and  they've  never  sounded  better. 

ds  collection  is  a  perfect  Louvins  primer,  alternating  between  the  sacred  and 
S  secular.  Standouts  include  "Broadminded"  (that  word  is  spelled  S-I-N  in 
:  Louvins'  Good  Book,  don't  you  know),  the  mournful 
ssic  "You're  Running  Wild"  and  the  brothers'  cheery  end- 
the-world  rave-up,  "The  Great  Atomic  Power." 


"Dearer  than  life  are  they  both  to  me, 
from  neither  would  I  part/One  is  my 
mother — God  bless  her,  I  love  her 
the  other  is  my  sweetheart" 
(from  'Two  Sweethearts") 


"I  shot  a  man  in  Reno/Just  to 
watch  him  die"  (from  "Folsom 
Prison  Blues") 


'A 


"You  don't  love  me,  it's 

plain/I   should  know  I'll 

never    wear    your    ring/I 

should  hate  you  the  whole' 

night  through/Instead  of  having  sweet  dreams  about 

you"  (from  "Sweet  Dreams  (Of  You)") 

"She  walks  these  hills  in  a  long  black  veil,  she  visits  my 
grave  when  the  night  winds  wail/Nobody  knows,  no- 
body sees,  nobody  knows  but  me"  (from  "The  Long 
Black  Veil") 


"We  don't  smoke  marijuana  in  Muskogee/We  don't 
take  our  trips  on  LSD/We  don't  burn  our  draft  cards 
down  on  Main  Street/We  like 
livin'  right  and  bein'  free"  (from 
"Okie  From  Muskogee") 


' 


monumental  American  recording,  as  revolutionary  as 
iles  Davis'  Kind  of  Blue  or  Bob  Dylan's  Highway  61  Re- 
nted. With  this  stripped-down  song  cycle  (complete  with 
larrative  thread,  recurring  leitmotifs  and  a  host  of  jnusi- 

allusions),  Nelson  made  the  case  for  country  music  as  an 
:  form.  The  album  brims  with  inventiveness  and  pathos, 
brilliant  achievement  that  has  yet  to  be  matched. 


"I  went  to  see  him  just  today/ 

Oh,  but  I  didn't  see  no  tears/  All 

dressed  up  to  go  away/First 

time  I'd  seen  him  smile  in  years"  (from  "He  Stopped 

Loving  Her  Today.") 

"Are  you  ready  for  the  great  atomic  power?  Will  you 
rise  and  meet  your  savior  in  the  air?/Will  you  shout  or 
will  you  cry,  when  the  fire  rains 
from  on  high?  Are  you  ready  for 
the  great  atomic  power?"  (from 
"The  Great  Atomic  Power") 

"Love  is  like  a  dying  ember/Only 
memories  remain/But  through 
the  ages  I'll  remember/Blue  eyes 
crying  in  the  rain"  (from  "Blue 
Eyes  Crying  in  the  Rain") 
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Buck  Owens:  Don't  judge  Owens 
from  Hee-Haw  (which  he  co-hosted  with  Roy  Clark  in  the  1970s).  Along  with  Merle  Haggard, 
Owens  defined  that  stream  of  country  music  known  as  The  Bakersfield  Sound,  named  tor  his  hard- 
scrabhle  hometown:  an  uptempo,  electrified,  rightly  orchestrated  style  that  influenced. everyone  from 
the  Beatles  (among  Owens'  biggest  fans)  to  Dwight  Yoakarn,  his  most  ardenr  modern  disciple. 

Jimmie  Rodgers:  Country  music's  prime  mover  and  first  principal.  It  all  starts  here.  Rodgers  did 
more  than  sing  the  songs,  he  lived  the  life.  He  earned  his  moniker,  "The  Singing  Brakeman,"  while 
riding  the  rails  across  America  in  the  early  1920s;  along  the  way  he  studied  carefully  the  structure  of 
the  blues  he'd  heard  black  sharecroppers  singing,  and  had  the  novel  idea  of  fusing  it  with  the  quaint 
style  of  19th-century  balladry  he  and  other  rural  white  Southerners  had  been  raised  on.  Voila. 

Hank  Snow:  Snow  was  1  Canadian  who  had  no  trouble  fitting  in  to  the  Nashville  firmament, 
thanks  to  his  winning  way  with  a  song.  Though  inclined  to  record  novelty'  numbers  or  songs 
with  a  "gimmick,"  his  breakneck  rhythms  and  perfect,  radio  announcer  diction  garnered  him 
hit  after  hit.  If  he'd  recorded  nothing  else,  he'd  he  a  legend  for  "I'm  Movin'  On,"  which  stayed 
at  number  one  for  half  of  the  entire  year  during  1950. 


Hank  Thompson  and  his  Brazos  Valley  Boys:  Thompson  took  the  rowdy,  gal- 
oping sound  of  his  hero,  Bob  Wills,  and  tightened  it  up,  creating  a  version  of  western 
swing  that  was  as  clean  and  controlled  as  Wills'  was  loose  and  chaotic.  With  Merle 
m-g0^    Travis — after  Chet  Atkins,  country  music's  most  influ- 
—  ^    ■gfjjjqflpr     ential  guitarist     he  built  his  own  brand  of  joyous,  rau- 

*      cous  country  dance  music. 


Ernest  Tubb:  Tuhb  is  lionized  today  as  a  honky-tonk  legend,  and  he 

could  certainly  play  that  role   Bur  close  listening  of  his  earliest  recordings  (circa 

[941-42)  reveals  him  to  he  a  musical  disciple  ot  limmie  Rodgers,  with  a  taste 

for  Rodgers'  sp.ire,  almost  hermetic  sensibility.  He  was  perhaps  the  most 

important  bridge  between  the  older  and  more  modern  styles  of  country. 


Kitty  Wells:  She  was  the  first  female  country  star,  and  her  1952  hit  "It  Wasn't  God  Who  Made 
HonkyTonk  Angels" — a  "response"  to  Hank  Thompson's  "Wild  Side  of  Life" — marks  a  watershed 
moment.  After  years  of  approaching  heartbreak  and  miser)'  from  the  male  perspective  (which  placed 
blame  on  no-good,  cheatin'  women,  naturally),  country  music  was  finally  providing  equal  time  for 
the  opposition's  response.  The  timing  was  perfect.  Women  and  men  pushed  her  to  the  top  of  the 
charts;  during  one  amazing  three-year  period,  she  never  left  the  Top  Ten. 


Hank  Williams:   I  he  most  revered  figure  in  country  music,  and  still  the  litmus 
test  tor  purity—  i.e.,  it  von  can  imagine  I  lank  singing  it,  then  it's  country.  (Shania 
Twain:  take  note.)  His  scratchy  voice  was  behind  an  extraordinary  number  of  num- 
ber one  hits,  ill  of  which  were  recorded  mm\  released  in  a  meteoric  six-year  period 
from  1047  unn'  New  Year's  Day,  1953,  when  he  died  in  a  druggy,  drunken  haze  in 
the  back  of  a  car  on  the  way  to  a  show. 


Bob  Wills  and  his  Texas  Playboys:  Wills  was  the  king  of  western  swing,  that  famed  hybrid  of 
country  and  big  band  jazz,  and  tor  decades  he  ami  his  crack  hand  of  country  music's  best  musicians 
set  the  standard  for  the  sound.  Wills  w  isn't  that  great  a  tiddler  (Johnny  Gimble,  who  joined  the  band 
m  a  later  incarnation,  was  a  million  rimes  better)  and  he  couldn't  really  sing  (Tommy  Duncan  han- 
dled that  job),  but  that's  him  in  the  background  yelling  those  weird,  high-pitched  "aah-haaaa!"s  over 
the  joyous  noise  of  the  band.  Note  tor  note,  (lie  greatest  ensemble  country  music  has  ever  produced. 


The  Buck  Owens 
Collection  (ig^g-igc/o), 
1992  Rhino,  R2  71016 


The  Essential  Jimmie 
Rodgers,  1997  RCA, 
07863-67500-2 


The  Essential  Hank 
Snow,  1997  RCA,  6693  I 


~  .-  g 


Vintage 

Collections, 

1996 

Capitol, 

7243-36901 


Country  Music  Hall 
of  Fame  Series,  1991 
MCA,  MCAD-10086 


Country 
Hall  of    If' 
Fame  Ser] 
1991  MGJ 
MCAD- 


The  Hits  (Vols.  One  an 
Two),  1994/1995  Merc 
Nashville,  314-528 
340-2  and  314-528  237 


Anthology  (f935-I973)> 
1991  Rhino,  R2  70744 
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.•ns'  trademark  sound  is  infectious,  and  his  early  songs  are  well-crafted  and 

irmly  witty.  But  the  quality  begins  to  decline  abruptly  in  the  middle  of 

I two  in  this  three-CD  set;  the  third  disc,  which  corresponds  to  Owens'  dis- 

■)inring  '70s  and  '80s  output,  is  almost  unlistenable — save  for  two  versions 

Streets  ofBakersfield,"  a  near-perfect  distillation  of  his  style. 


Bio  means  comprehensive,  but  an  admirable  collection  with 
■p  sound  quality  that  covers  a  lot  of  ground.  Standouts:  "In 
BaiDiouse  Now,"  "Blue  Yodel  No.  1  (T  for  Texas),"  and  Rodgers' 
■  k  premonition  ot  his  own  untimely  death,  the  devastating 
ml.  Blues." 


"You  don't  know  me  but  you  don't  like  me/Say  you 
could  care  less  how  I  feel/But  how  many  of  you  that 
sit  and  judge  me/Ever  walked  the  streets  ofBakers- 
field?" (from  "The  Streets  ofBakersfield") 


"I've  been  fightin'  like  a  lion,  but  it  looks  like  I'm 
goin'  to  lose/Because  there  ain't  nobody  ever 
whipped  the  T.B.  blues"  (from  "T.B.  Blues") 


Is  of  country  neotraditionalist  Jimmie  Dale  Gilmore  will  recognize  that  ;    "I've  been  to  Boston,  Charles- 
es debt  to  Snow  in  songs  like  "Rhumba  Boogie"  (a  hybrid  that  shouldn't  ;    ton,  Dayton,  Louisiana/Wash- 
, but  does)  and  "I'm  Movin'  On,"  Snow's  signature  tune.  He  was  a  show-  ington,  Houston,  Kingston..." 
1  first  and  foremost,  country's  answer  to  Cab  Calloway;  but  the  fun  car-  (from  "I've  Been  Everywhere') 
cr  to  his  recordings,  it  to  a  slightly  lesser  degree. 


all  of  his  swinging  showmanship,  it  was  a  slow  number  that  made 
kmpson  famous:  "The  Wild  Side  of  Life,"  which  is  here  along  with  other 
sics  like  "Drivin'  Nails  in  My  Coffin"  and  his  signature  paean  to  criminally 
kponsible  intoxication,  "A  Six  Pack  to  Go." 


ly  immortal  tracks  here,  including  "Walking  The  Floor  Over  You,"  "Two 
cs,  Joe"  and  the  unofficial  anthem  of  the  Lone  Star  State,  "Waltz  Across 

kas."  One  of  1  ubb's  self-penned  numbers,  "Our  Baby's  Book"  is  a  heart- 
rendingfy  intimate  account  of  the  loss  of  his  infant 
son,  whom  he  calls  by  name.  Not  typical  country 
and  western  fare,  but  deeply  moving. 

Song  selection  here  is  a  tad  schizophrenic,  alter- 
nating between  must-haves  ("It  Wasn't  God  Who 
Made  Honky  Tonk  Angels,"  "Making  Believe") 
and — to  put  it  plainly — filler.  But  even  in  her  less- 
than-brilliant  recordings,  Wells  brings  to  the  pro- 
ceedings her  playfulness  and  generous  spirit. 

-•r  the  years,  as  the  cult  of  Hank  has  grown  and  prospered,  countless  "Best 
Hank  Williams  albums  have  appeared.  Many  have  been  tinkered  with — 
ruments  rerecorded,  strings  added — and  most  offer  only  a  handful  of  hits. 
is  album,  with  digitially  remastered  (but  otherwise  completely  unadorned) 
sions  of  24  of  his  very  best  songs,  is  a  winner.  Liner  notes  listing  person- 
and  recording  dates  would  have  been  nice,  but  you  can't  have  everything. 

Ijino  Records  comes  through  again  with  an  exhaustive,  affordable  compila- 
tn.  There  aren't  any  clinkers  on  this  two-CD  set,  (unlike  on  their  Buck 
(j.ens  Collection;  see  above),  just  hours  of  the  original  versions  of  "Faded 
Love,"  "Take  Me  Back  to  Tulsa,"  "Cherokee 
Maiden,"  "Bubbles  in  My  Beer,"  "Stay  a  Little 
Longer"  and  more.  Frenetic  bliss. 

3 


r  m<r 


"I   didn't   know  God   made 

honky-tonk  angels/I   might 

have  known  you'd  never  make 

a  wife/You  gave  up  the  only 

one  that  ever  loved  you/And  went  back  to  the  wild 

side  of  life"  (from  "The  Wild  Side  of  Life") 


"When  you  look  at  me  with  those 
stars  in  your  cyes/I  could  waltz 
across  Texas  with  you"  (from  "Waltz 
Across  Texas") 


"My  baby  sister  wanted  him, 
and  so  she  took  my  place/ 
It's  worth  a  broken  heart  to 
see  the  smile  upon  her  face" 
(from  "I  Gave  My  Wedding 
Dress  Away") 

"Do  you  hear  that  lonesome 

whippoorwill?/He  sounds  too 

blue  to  fly/The  midnight  train 

is  whinin'  low/I'm  so  lonesome  I  could  cry"  (from  "I'm 

So  Lonesome  I  Could  Cry") 


"I  miss  you,  darling,  more  and  more  every  day/As 
heaven  would  miss  the  stars  above/With  every  heart- 
beat I  still  think  of  you/ And  remember  our  faded  love" 
(from  "Faded  Love")  • 
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AS  EVERY  STATE  HOUSE  POL 

KNOWS,  THE  LOCKE-OBER  IS 
THE  HUB'S  REAL  HUB.  By  William  F.  Wei 


YOU  ALWAYS  FEEL  THAT  NOTHING  CAN  GO  WRONG  IN  THE 

men's  bar  at  Boston's  Locke-Ober  Cafe. 

Excuse  me,  in  the,  uh,  ground-floor  dining  room. 

In  fact,  since  Louis  Philippe  Ober  opened  his  doors  in 
1875,  nothing  ever  has. 

To  those  who  could  afford  the  not  inconsiderable  tar- 
iff, Locke-Ober's — with  its  Santo  Domingo  mahogany, 
French  plate-glass  mirrors  and  above  all  its  array  of  German 
chafing  and  serving  dishes  with  their  enormous  silver  cov- 
ers— has  for  generations  served  as  a  kind  of  social  capitol  of 
Boston.  Not  the  Somerset  or  the  Tavern,  not  the  St.  Bo- 
tolph  or  the  Algonquin,  not  Maitre  Jacques  or  Jake  Wirth's 
or  even  the  Ritz,  but  Locke-Ober's  on  Winter  Place. 

The  premises  are  directly  down  the  hill  from  Bulfinch's 
State  House.  You  must  pick  your  way  along  the  alley  that 
runs  between  Winter  and  Temple  Streets,  but  once  you 
open  the  massive  front  door  and  the  interior  swinging 
door,  you  are  stepping  back  a  century  to  the  brasseries  of 
the  Gilded  Age. 

Just  inside  the  main  dining  room,  the  callipygous 
nude  Yvonne,  eternally  toasting  the  beholder,  has 
given  many  an  unwhiskered  college  freshman  his 
first  full  view  of  the  female  form.  Yvonne's  frame  is 
draped  in  a  black  crepe  sash  when  Harvard  loses  to 
Yale  in  football.  Quelle  de'licatesse! 

Some  say  the  main  dining  room  is  Boston's  pre- 
mier situs  for  power  lunches,  that  careers  are  made 
and  millions  change  hands  on  the  strength  of  mur- 
mured conversations  here.  It  would  be  a  difficult 
proposition  to  prove:  The  white-linen  tablecloths  are 
so  thick  they  deaden  all  sound,  making  it  utterly  im- 
possible to  engage  in  the  barbarous  practice  of  eaves- 
dropping on  your  neighbor.  Voices  are  low  and,  in 
any  event,  there  is  seldom  anything  disputatious 
about  lunch  at  Locke-Ober's,  save  perhaps  a  cavil  as 
to  whether  a  given  wine's  bouquet  is  diffident  or  ob- 
sequious. And  the  waiters  would  sooner  die  than  re- 
peat an  overheard  remark. 

The  service  is — how  best  to  put  it? — sophisti- 
cated and  understanding.  Once  a  gendeman  who  ran 
the  "technical  services"  operation  of  the  Central  In- 


telligence Agency  was  taking  dinner  in  the  main  rot; 
with  his  three  adolescent  nieces.  He  was  a  wizard  w 
gadgets  and  materials  and  the  laws  of  physics,  and  insis 
on  opening  the  wine  himself.  Soon  bits  of  the  corkw    i 
flying  all  over  the  room,  though  he  seemed  to  be  hai 
moving  a  muscle.  The  nieces  were  delighted.  A  beefy  g    ! 
near  the  bar  was  struck  in  the  back  of  the  neck  by  an  en 
fragment  and  half-rose,  turning,  to  glare  at  the  prestk 
itator.  A  waiter  hurried  over  to  confer  solicitously  with    iko 
beefy  gent,  thus  keeping  his  red-faced  remonstrances 
low  decibel  level.  The  waiter  then  advanced  on  the  taM 
the  scientist  and  his  nieces,  leaned  over  with  a  stern; 
pression  all  could  see,  and  whispered,  "Nice  shot,  sir!' 
The  seven  private  dining  rooms  on  the  third  flooi 
wainscotted,  the  wallpaper  ornate,  the  chairs  brass-st- 
ded,  the  windows  lead-mullioned,  the  whole  effect  I 
dieval.  These  are  the  most  private  of  private  rooms— ^k 
equal  to  any  demand  or  task.  On  only  one  occasion  1,   | 
I  seen  a  telephone  on  the  third  floor.  There  was  an  urj 


JUr  more  information,  please  T/£ 


ACCESSORIES 


rfcELLATI  PEN  COLLECTION  Since  1919  the 
cellau  has  been  recognized  worldwide  for  its 
jid  sdver  Todav.  Buccellati  announces  the 
_  This  unique  pen  collection  includes  a 
.  a  roller  ball  and  a  ballpoint  pen-all 
18k  gold.  18k  gold  with  lacquer,  vermeil. 
lacquer  and  sterling  siher.  Call  800-223- 
reinformauon 

.  Sculpturallv  inspired  Jorg  Hvsek  pens 
k  design,  distinctive  materials  and  superior 
.  Each  pen  comes  with  its  own  bnghth 
holder 


Manufacturer  of  custom-qualm  shoes 
«•  discriminating  gentlemen  muc 

FIY.COM  The  designer  outlet  store  in  vour 
iring  men  s  women  s.  and  children  clothing 
signers  at  savings  of  25-~5  percent  off  of 


The  Canali  appeal  is  that  of  deliberate  Italian 
jptional  fit.  elegant  interpretation  of  traditional 
enned  adaptations  of  significant  new  directions 
.hion 

•GILDO  ZEGNA  Continues  to  set  the  standard 
swear-encompassing  a  wide  range  of  detailed 
'thine,  furnishings,  as  well  as  formalwear  and 
I  collection  of  innovative  sportswear  \  isit 
■     ?rmenegildo  com  or  call  888-88Z1  GNA 

\SK  &  CO  American  made  men  s  footwear   \ 

aking  rugged,  casual  footwear  hand-crafted 
Their  Bison,  Elk,  and  Longhom  collections 
I  shoe  comfort,  right  from  the  stan 

"J"; 

I  FASHIONS,  l\<  Men  s  designer 
lining,  sporrwear  and  accessories  Call 
lOBOSS  for  more  information 

1  m  A  Ml  RPIIY  Handcrafted  for  Cendemen 
1  Check  out  what  sncu  bv  calling  1-800-445-8218 

!sii  us  at  www  iohnsionmurphy.com. 
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RENTU.  ts\.  inc.  Delighted  to 
i  vou  dailv.  weekly  and  month!)  rental  of  exot- 
urts  cars  We  have  them  all.  from  Ferrari. 
■  or  Hummer 

ILN  NAVIGATOR    388  2ANYWHERE, 
lnehicles.com. 


o\\l  MER  ELECTRONICS 


i  PEN  COMF1  TIM,  CROl  P  Take  notes  am- 
pere, then  upload  right  into  vour  PC.  The 
Ind  CrossPad  \P  (Extra  Portable)  will  make 
I  more  powerful  than  ever  before  Visit 
l-pcg.com  for  more  information. 

]  CAMERX  INC  The  Leica  R8  is  a 

lessor-Controlled  35mm  3LR  camera  with 
1  automatic  functions.  1-800-222-01 18. 

IF  AMERICA.  INC    The  onlv  true  indoor/out- 
Icale.  large  size  toy  train  that  runs  sun.  rain  and 
|edible  family  fun  for  the  young  and  young  at 

'  1/2  million  trains  produced  since  1966  and 

'I  running.  1-800-669-0607. 

>LTA  CORPORATION  800-964-6658, 

lltaads.com/ad. 


EXECUTIVE  GIFTS 


t.NTERPRISES.  The  million  dollar  bill, 
ptic  collectible.  Thanks  a  Million"  gifts. 
"9"-t0-t0  for  more  information. 

DO  &  PARTAGAS  PREMIUM  CIGARS 

I  World  on  the  Internet  for  everything  from  cigar- 
Staurants  to  on-line  cigar  discussions,  all  from 

>  of  Macanudo  and  Partagas. 

^vorld.com. 


18  MONTECRISTO.  Fine  hand-made  cigars.  For  your 
free  Montecristo  cigar  cutter  and  20  page  booklet  titled 

How  to  Judge  a  Good  Cigar."  check  #15  on  the  reader 
reply  card. 

1 9  <  VMIK1.  Fine  writing  instruments.  Visit 
vnw.namiki.com  for  more  information. 


20.  THE  BREAKERS  Experience  The  Breakers-Palm 
Beach  s  luxurious  oceanfront  landmark.  Take  advantage 
of  a  variety  of  affordable  vear-round  getavvavs.  For  more 
information  contact  The  Breakers  toll  free  1-888-BREAK- 
ERS  or  visit  The  Breakers  on-line  at  wAvvv.thebreakers.com. 

2 1  THE  CLOISTER.  SEA  ISLAND,  GEORGIA    Mobil  5- 
Star  resort,  five  miles  of  private  beach,  spa,  golf,  tennis, 
shooting  school,  horseback  riding,  dancing.  Full 
American  Plan.  Winter  festivals:  personal  financial 
planning,  wine/cooking,  bridge,  garden  series. 

11  GRAND  LIDO  RESORTS.  Luxurious  accommoda- 
tions, gourmet  dining.  24-hour  room  service,  premium 
liquors,  unlimited  water  sports,  tennis,  evervthing's 
included.  No  tipping.  Free  weddings  1  -800-GO-SL'PER. 

1 5  HAWAII  PRINCE  HOTEL  WAIKIK1  The  AAA  Four 
Diamond  Hawaii  Prince  Hotel  Waikiki  features  521  ocean- 
front  rooms  U estin  s  guest  office  accommodations,  and 
the  pleasure  of  a  27-hole  championship  golf  course 
nearbv  For  reservations,  call  vour  travel  consultant 
or  I-800-WESTIN-1. 

.'  i    HILTON  HOTELS  AND  RESORTS   1-800  HI LTONS, 
www  hillon.com.  Hilton  Hotels  and  Resorts-We  handle 
all  the  details  so  your  business  trip  is  as  successful  as 
vou  are  For  reservations,  call  your  professional  travel 
agent,  vfsil  us  online  at  www.hflton.com  or  phone 
i-8oo-iiiin)\s 

Js  IBB  IMPERIAL  HOTEL,  TOKYO,  JAPAN  One  of  the 
Orient's  legendary  grand  hotels  The  glamorous  imperial 
boasts  sophisticated,  tailored  service,  award-winning 
restaurants  and  distinguished  accommodations,  in  the 

very  heart  of  Tokyo. 

26  M  V.NDARIN  ORIENTAL  HYDE  PARK,  LONDON 

Located  in  the  heart  of  fashionable  Knightsbridge, 
Mandarin  Oriental  Hyde  Park,  has  easy  access  to  major 
business  areas,  shopping  and  cultural  attractions.  Please 
visit  www  mandarin-oriental.com  for  more  information. 

27.  THE  PENINSULA  GROUP.  The  Peninsula  Croup 
owns  and  manages  deluxe  hotels  in  Hong  Kong,  Manila, 
Sew  York.  Beverly  Hills,  Beijing  and  Bangkok  (opening 
late  1998)  These  hotels  represent  the  finest  traditions  of 
Asian  and  IS  hospitality  with  ideal  locations  and 
unmatched  service  and,' facilities.  Visit  www.peninsula.com 
or  email:  info@peninsula.com  for  more  information. 

28  RAFFLES  HOTEL.  Featuring  104  elegant  suites,  15 
restaurants  and  bars,  and  a  shopping  arcade  featuring 
international  specialties  and  brand  names,  a  museum, 
a  theatre-playhouse,  and  the  Raffles  Culinary  Academy. 


INSURANCE/FINANCIAL 


29  PRUDENTIAL  INSURANCE 


IE  WELRY/ WATCHES 


30.  ASCH/GROSSBARDT.  Asch/Grossbardt's  Spring  col- 
lection of  inlaid  gold  jewelry.  Each  piece  is  artfully  crafted 
using  only  genuine  stones.  Visit  www.aschgrossbardt.com 
or  call  800-216-2481  for  more  information. 

31.  BREITLING.  Swiss  Chronographs  since  1884. 
Call  1-800-641-7343  orvisitwww.Dreitling.com. 

32.  FENDI  OROLOGI.  Fine  Swiss  watches.  Fendi  Stella- 
Swiss  made  timepiece  with  Italian  design.  Stainless  Steel 
case  with  signature  bracelet  with  a  pusn  button  butterfly 
buckle.  For  complete  collection  information  please 
reply.  1-800-95-Fendi. 

33.  GUCCI  TIMEPIECES.  Classic  Italian  design  and 
precision  Swiss  craftsmanship.  Timepieces  for  men  & 
women  available  worldwide.  For  the  nearest  authorized 
dealer  in  trie  U.S.,  call  1-800-778-9888. 

34.  THE  HERMES  WATCH  COMPANY  Distinctive  case 
styles,  dial  designs  like  no  other,  and  the  signature  of 
an  Hermes  leather  strap  make  each  watch  special.  For 
information  or  a  catalog,  call  1-800-757-7555. 


35.  HONORA.  Timeless  designs  hand-crafted  in  18k  gold 
and  platinum.  For  a  brochure  and  a  jeweler  nearest  you 
call  888-2-HONORA  or  visit  www.honora.com. 

36.  THE  INTERNATIONAL  WATCH  COMPANY 

1-800-432-9330,  www.iwc.ch 

37  MDM  OF  AMERICA,  INC.  -  HUBLOT  WATCHES 

Elegant  but  discreet,  classically  designed  though  innova- 
tive, made  entirely  by  the  hands  of  Swiss  craftsmen  and 
Italian  artisans.  Questions  regarding  different  models  and 
nearest  authorized  dealers  in  the  U.S.  Call  1-800-536-0636. 

38.  OMEGA.  Omega  has  built  an  unmatched  reputation 
for  precision,  endurance  and  leading  edge  technology 
over  the  last  1 50  years.  In  the  conquest  of  space,  at  sea,  in 
stadiums,  on  race  tracks,  on  fashion  runways  and  at 
evening  galas,  Omega  continues  to  record  significant 
moments  in  time  on  the  wrists  of  some  of  the  world's  most 
outstanding  personalities.  Visit  www.omega.ch  for  more 
information. 

39.  ULYSSE  NARDIN.  150  years  of  master  watchmaking 
history.  Fine  Swiss  mechanical  watches  in  steel  or 
gold.  Marine  Chronometers,  high  complications  and 
limited  editions.  GMT  two-time  zone  and  automatic 
alarm  watches. 


40.  ALFRED  1)1  Mill  I   The  venerable  English  men's 
luxury  goods  retailer  offers  a  complete  range  of 
menswear,  accessories,  golfwear  and  elegant 
smoker's  accoutrements.  For  more  information 
or  for  a  catalog,  please  call  1-800-860-8362. 

41  BLOOMINGDALE'S  -  THE  MENS  STORE  At  his 

service-our  complimentary  shopping  service  for 
gentlemen.  Please  call  Paul  Buckterat  (212)  705-3030 
in  NY  or  (312)  440-4520  in  Chicago. 
Visit  www.bloomingdales.com  for  more  information. 

42.  PAUL  STUART.  Men's  and  women's  fine  apparel  and 
accessories.  Stores  in  New  York  and  Chicago.  Call  to 
receive  current  catalogue.  1-800-361-5446. 

43.  WINDSOR  A  VILLAGE  BY  THE  SEA.  Located  in  Vero 
Beach,  FL.  Houses  from  $725,000  to  over  $3  million. 
Amenities  include  tennis,  polo,  equestrian  and  a  golf 
course  by  Robert  Trent  Jones,  Jr.  1-800-233-7656. 


SPORTS/EXERCISE 


44.  FITNESS  2000.  E.M.S.,  T.E.N.S.,  Tonebuild,  no  more 
sit-ups,  strengthens  and  shapens.  1-888-434-2550. 

45.  ANDIAMO  LUGGAGE.  For  the  frequent  traveler.  For 
a  free  brochure  featuring  our  entire  line  of  premium 
luggage,  call  800-759-9738  or  visit  www.andiamoinc.com. 

46.  LONDON  TOURIST  BOARD  &  RADISSON 
EDWARDIAN.  London's  wild.  Come  to  London  and  stay 
in  a  Radisson  Edwardian  Hotel.  Call  1-800-617-2444  for 
a  London  Now'  guide  or  call  1-800-333-3333  to  book. 

47  TRANS  WORLD  AIRLINES 

GIFT  GUIDE 

48  BLOCKBUSTER  ENTERTAINMENT  INC 

Blockbuster  Giftcard.  1-888-313-2234, 
www.blockbuster.com 

49  REMBRANDT  AGE  DEFYING  ADULT  FORMULA 
TOOTHPASTE  AND  MOUTHWASH.  Introducing 
Rembrandt  Age  Defying  Adult  Formula  Toothpaste  and 
Mouthwash.  Anti-aging  products  that  help  restore  teeth 
and  gums  to  a  healthier,  whiter  and  younger  look. 

50.  ORBITA  WATCHWINDERS.  Manufacturer  of  high- 
end  watch  winding  boxes  in  wood,  leather,  and  skins.  Call 
1-800-4436  or  info@orbita.net  for  more  information. 

51.  TAYLOR  MADE.  Let  Taylor  Made  help  you  "Find 
Your  Game'1  with  the  easy-swinging  power  of  our  Ti 
Bubble  2  Metalwood  clubs  and  Burner  LCG  Irons. 

52.  WILLOUGHBVS  KONICA.  The  oldest  and  most  pres- 
tigious photographic  an  delectronics  retailer  in  New  York 
City.  We  offer  discounted  prices  as  well  as  the  largest 
selection  of  photographic,  electronic,  and  computer  prod- 
ucts. All  combined  with  the  highest  level  of  service. 


November  16,  1998  offer  expires  February  16,  1999 


Information.  Please  Send  in  Your  R.S.V.P.  Card  Today,  or  Call  Toll  Free:  1-800-463-6903,  or  Fax  Your  Completed  Card  to  Is  at:  1-312-922-3165 


"Village  By  The  Sea 
Showcases  A  Rare 
Golf  Experience. 


Imagine  a  Robert  Trent  Jones, 
Jr.  golf  course  neighboring  an 
Anglo-Caribbean  village. 
Where  fairways  flow  freely 
beside  other  fairways .  And  tee 
times  and  golf  carts  are  not 
required.  This  is  Windsor. 
Other  highlights  of  this  vision- 
ary town  plan  include  a  tennis 
center,  polo  fields,  equestrian 
center,  stunning  oceanfront 
clubhouse,  charming  Village 
Centre,  and  award-winning 
houses  by  leading  architects 
from  around  the  world. 


(Once  in  a  lifetime. 


■  orld  admired  pleasures  sculpt  each  sparkling  day 
at  The  Cloister  on  Sea  Island,  Georgia. 

Legendary  sports -golf,  tennis,  private  beach  and 
Beach  Club,  Shooting  School,  seaside  Spa.  Dining, 
M  dancing,  shining  service.  22  consecutive  years 
of  Mobil  5-Star  recognition,  seventy  years  of  devotion  to  generations 
of  families  who  return  time  after  time  to  this  happy  isle.  f£)     /")  /? 

Visit  us  soon,  won't  you?  Call  800-SEA  ISLAnd.  J^Cur/SmncL 
The  Cloister,"  Sea  Island,  Georgia  31561.  C^7     vthe  cloister* 

www.seaisland.com    Home  rentals  and  real  estate  available.  Outside  US,  9I2-638-361I. 


call  for  a  gentleman  in  our  room.  A 
waiter  brought  in  a  large  black  tele- 
phone, plugged  its  cord  into  a  jack  in 
the  wall,  and,  as  there  was  no  space , 
on  the  already  groaning  table  and  no 
"place  else  to  put  the  apparatus,  he 
turned  and  held  the  telephone  be-j 
hind  his  back  so  that  our  important  j 
friend  could  converse  with  at  leastj 
the  semblance  of  privacy.  Quelle 
de'licatesse,  encore! 

Of  course  I  never  ate  with  the| 
man  again. 

The  service  is  also  stolid  in  the  face] 
of  adversity.  Late  one  evening,  anl 
aproned  waiter  entered,  bearing  with! 
both  arms  a  sizable  platter  of  baked 
alaska,  soon  to  be  flambe.  His  part-l 
ner  liberally  doused  the  dessert  withl 
brandy — too  liberally,  as  it  turnec 
out — and  tossed  a  match.  The  bakecj 
alaska  went  up  like  a  pyre,  and  so  die 
the  entire  apron  front  of  the  firsl 
waiter,  who  never  batted  an  eye.  Hi  I 
partner  quickly  dabbed  out  the  flamei 
with  a  linen  napkin,  as  though  hi 
were  removing  a  soup  stain. 

The  third  floor  rooms  hold  fror 
4  (at  the  head  of  the  stairs)  to  18  (al 
the  end  of  the  hall).  Actually  the  lonl 
room  once  held  23  for  dinner — of 
the  occasion  when  I  met  my  futurl 
(and  present,  and  only)  wife.  Theil 
was  a  meal  for  the  ages!  Oysteij 
Rockefeller,  clams  Gino,  escargcl 
bourguignonne;  chicken  Richmonil 
lobster  Savannah,  veal  Smitantl 
Chassagne-Montrachet,  Chateaj 
Lafite;  tournedos  Rossini  extra  bea;| 
naise,  broccoli  extra  hollandais 
spinach  extra  nutmeg  and  crearl 
baked  alaska,  crepe  suzettes,  Pip-f 
Heidsieck. . . 

Tough  pace  to  maintain,  physical  I 
and  financially.  Small  wonder  we  d  f 
cided  to  get  married  and  settle  dowl 
But  you  young  folks — well,  we'll  lot  | 
for  you  at  Winter  Place  in  Boston.' 

William  F.  Weld  is  the former  tu\ 
term  governor  of  Massachusetts.  In 
new  novel,  Mackerel  by  Moonlig 
(Simon  &  Schuster),  the  leading  m 
and  lady  enjoy  a  memorable  dinner 
the  third  floor  of  the  Locke-Ober  Co, 


The  Magazine  for 
Exotic  Lovers 


HOLIDAY  ISSUE 

Available  at  Finer  Newsstands 

or  Call 

1-800-233-1731 


Prison  rodeos;  political  biographies;  television  muses;  and  more 


Anyone  can  be  a  celebrity,  but  an  icon  is  another  thing  altogether. 
Some  notable  examples  of  the  latter,  from  left,  Jackie  Kennedy 
Onassis,  Woody  Allen,  Charles  Lindbergh,  Gertrude  Stein,  Winston 
Churchill,  Martin  Luther  King,  Jr.,  and  Elizabeth  Taylor 


V  •-' 


me^~—  y  ., 


ICONS  OF  THE  20TH  CENTURY,  by  Barbara  Cady; photography  chosen 
by  Jean-Jacques  Naudet;  The  Overlook  Press;  $60  cloth 


yt  fter  an  initial  flip-through 
ZJ  of  this  impressive  volume, 
JL  J.  which  pairs  page-long  but 
surprisingly  substantive  biographies 
of  the  century's  most  celebrated  in- 
dividuals with  spectacular  photo- 
graphs that  capture  their  essences, 
one  can  be  forgiven  for  going  to  the 
contents  page.  There,  one  is  chal- 
lenged to  discern  the  private  algebra 
that  author  Cady  has  used  to  calcu- 
late who's  got  the  right  stuff  and  who 
doesn't.  We  get  spreads,  for  instai  tee, 
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devoted  to  Franklin  and  Eleanor,  but 
not  Teddy,  Roosevelt.  Jack  but  not 
Bobby  Kennedy.  Cary  Grant  but  not 
Jimmy  Stewart.  And  pity  the  poor 
Prince  of  Wales:  Queen  Elizabeth, 
the  Queen  Mum,  the  Duke  and 
Duchess  of  Windsor  and  of  course 
Princess  Di  all  make  the  cut... but 
sorry,  Charlie,  you  don't.  Tyrants  and 
ingenues  get  the  same  treatment  here: 
"Minh"  comes  right  before  "Monroe" 
in  Cady's  alphabet  of  iconography. 
Sports  figures  are  well-represented 


generally:  Joe  Namath,  Muharr 
Ali,  Babe  Ruth,  Jesse  Owens, 
Didrikson  Zaharias.  Butwhl 
Jack  Nicklaus  or  Arnold  Palm 
Bobby  Jones?  What  sort  of  insi( 
anti-linksman  bias  is  at  work  1 
Still,  a  handsome  and  stylish  u 
pendium,  not  at  all  easy  to  put  < 
once  picked  up. 


OXE  MAN'S  CHORUS:  The  Uncollected  Writings;  by  Anthony  Burgess; 
Carroll  &  Graf;  $25  cloth 


nthonv  Burgess,  we  are  told  history,  politics,  literature,  philoso- 

in  the  introduction  to  this  phy,  myth,  art,  geography,  linguis- 

marvelous  collection  ol  es-  tics  and  religion  places  him  in  a 

ns,  once  stunned  the  entire  faculty  completely  separate  intellectual  class 

all  student  bodv  01  the  University  of 


4 


ANTHONY 

ONL         MAN'S         CHORUS 

BURGESS 


flrth  Carolina  by  guest-teaching 
I  different  courses  in  five  different 
fids  on  a  single  day.  Burgess  had 
rr  picked  the  topics  himself;  they 
■re  selected  for  him  by  professors 
0,  one  writer  suggests,  may  have 
n  out  to  embarrass  him,  or  at  the 
least  test  the  limits  of  his  erudi- 
The  novelist  most  famous  to 
berican  readers  as  the  author  of  A 
xkwork  Orange  went  on  to  lecture 
lliantly  on   Chaucer's   scientific 
kground,  Joyce's  reliance  on  Cel- 
myth  in  Ulysses  and  other  similarly 
ezy  subjects,  capping  his  feat  by 
tiring — from  memory — a  lengthy 
passage  from  Mil- 
lM^?    ton's  Aeropagitica 
to  underscore  a 
particularly  sal- 
ient point. 

Such  was  the 
unassailable  in- 
tellect of  Anthony 
Burgess,  whose 
death    in    1993 
marked  the  pass- 
ing of  one  ol  the 
last  true  men  of 
letters.  To  be  sure, 
there  are  plenty  of 
perfectly  bright, 
even  dazzling,  stars 
in  today's  literary  firma- 
ment. But  Burgess  was 
something  far  greater: 
an  almost  impossibly  in- 
formed and  sophisticated 
writer  in  the  tradition 
of  Samuel  Johnson  or 
Aldous  Huxley,  someone 
whose  deep  knowledge  of 


? 


from  even  our  most  admired  con- 
temporary thinkers.  He  was  a  poly- 
math's polymath. 

Perhaps  the  most  amazing  thing 
about  Anthony  Burgess,  however, 
is  that  despite  all  this  he  remains 
a  pleasure  to  read.  For  someone  of 
such  staggering  intellectual  breadth 
and  depth,  he  never  came  across 
as  professorial  or  pedantic.  Rather 
he  understood  and  believed  in  the 
efficacy  of  wit,  colorful  descriptions 
and  clear  language.  All  of  these  as- 
pects shine  through  in  One  Mans 
Chorus,  which  assembles  more  than 
70  brief  essays  written  by  Burgess  in 
the  last  two  decades  of  his  life,  on 
as  many  topics:  his  many  travels, 
Jewish  humor,  pornography,  the 
pre-Raphaelites,  Gaudi,  Orson 
Welles,  Evelyn  Waugh,  Wagner,  the 
strange  politics  of  poets,  Margaret 


guage  can  allow. ...  I  can  never  grow 
used  to  pronouncing  Jesus  Christ  as 
Je'zu  Cri,  and  I  feel  that  if  the  French 
could  cut  the  holy  name  down  to 
something  like  //  Cr,  they  would." 
Or  his  definition  of  an  Irish  homo- 
sexual: "a  man  who  prefers  women 
to  drink."  As  a  critic  of  the  work 
of  fellow  writers — including  Graham 
Greene,  Evelyn  Waugh,  Joyce  and 


BURGESS:  "No  matter  how  poor  a  writer  is,  if  he  has 

written  a  book  which  changes  someone's  life  he 
has  achieved  the  only  sort  of  success  worth  having." 


Thatcher  and  dozens  more  that  as- 
tound with  their  ability  to  concen- 
trate complex  ideas  into  a  few  per- 
fectly arranged  sentences. 

They  are  all  the  more  miraculous 
for  their  freshness  and  humor.  Here 
is  Burgess  on  the  infuriating  pho- 
netic reductionism  of  the  French 
language:  "The  French  seem  deter- 
mined to  destroy  their  Roman  inher- 
itance by  chopping  up  words  until 
they  become  as  short  as  possible,  and 
as  capable  of  being  confused  with 
other  chopped  up  words  as  only  a 
genuinely  morbid  condition  of  Ian- 


Yeats — his  wit  could  be  fierce,  and 
like  all  great  critics  he  didn't  shrink 
from  wounding  those  he  loved 
best:  "The  intellectual  life  of  Yeats 
was  that  of  a  backward  schoolboy. 
His  intelligence  was  limited.  But 
lack  of  intelligence,  apparently, 
was  no  drawback  to  his  becoming  a 
great  poet." 

Two  essays  in  particular,  "Craft 
and  Crucifixion:  The  Writing  of 
Fiction"  and  "Success,"  are  near-per- 
fect distillations  of  the  writer's  mis- 
sion, and  ought  to  be  handed  out  to 
every  creative  writing  undergraduate 
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ADVANCE  COPY^s 
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futuristic  3-D  world  where  you 

compete  for  wealth  and  power 

with  an  arsenal  of  high  tech 

weapons... and  beat  your 
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and  first  novelist,  respectively.  In 
"Success,"  Burgess  compares  his  lot 
in  life  to  that  of  his  neighbor,  best- 
selling  commercial  novelist  Harold 
Robbins.  (Burgess,  a  Briton  who  ex- 
patriated himself  early  in  life  and 
never  looked  back,  lived  in  the  tax 
haven  of  Monaco  during  his  later 
years,  leading  many  to  believe,  incor- 
rectly, that  he  was  wealthy;  in  fact,  as 
he  puts  it,  "low  income  is  as  good  a 
reason  as  high  for  going  to  a  taxless 
zone.")  His  self-deprecating  medita- 
tion on  why  writers  do  what  they  do, 
and  how  they  ought  to  judge  them- 
selves, contains  within  it  a  line  that 
might  be  considered  a  kind  of  artistic 


THE  BIG  BOOK  OFNOIR,  edited  by 

Ed  Gorman,  Lee  Server  and  Martin 
H.  Greenberg;  Carroll  &  Graf;  $20  cloth 

Noir  isn't  a  genre:  it's 
an  entire  universe, 
one  where  light  and 
shadow  bounce  off  of 
rain-slicked  city  streets 
and  illuminate — or 
obfuscate — the  dark, 
mercenary  desires  of  its  jaded  and  un- 
sentimental inhabitants.  In  this  fas- 
cinating collection  of  essays  and 
interviews,  the  editors  (one  mystery 
writer  and  editor,  one  pop  culture 
historian  and  one  anthologist)  ex- 
plore the  films,  novels,  radio  serials, 
television  shows  and  even  comic 
books  that  drew  from  noir's  bottom- 
less well  of  twisted  possibilities.  A 
vignette  of  Raymond  Chandler  in 
Hollywood  is  at  turns  jubilant  and 
sad,  recounting  both  his  days  as  the 
best-paid  screenwriter  in  the  business 
and  his  subsequent  slide  into  the  al- 
coholic ennui  that  eventually  took 
him  from  us.  Other  profdes  are  of  the 
pulp  paperback  writers  whose  names 
are  far  less  legendary,  but  whose  con- 
tributions to  American  letters  are 
nonetheless  overdue  for  recogni- 
tion: writers  like  Marvin  Albert  and 
Donald  Hamilton  and  Cornell  Wool- 


categorical  imperative:  "No  matte: 
how  poor  a  writer  is,  if  he  has  writter 
a  book  which  changes  someone's  lif« 
he  has  achieved  the  only  sort  of  sue 
cess  worth  having."  It's  a  simple  aph 
orism,  in  plain  words,  from  a  mat 
quite  capable  of  using  sophisticatec 
language  to  describe  sophisticatec 
thoughts.  But  it's  clearly  the  idea  tha 
meant  the  most  to  Burgess  as  ai 
artist,  and  his  success  can  be  mea 
sured,  among  many  other  ways,  b 
surveying  any  serious  reader  am 
asking  which  book  had  a  more  pro 
found  impact  on  them:  A  Clockwor 
Orange,  say,  or  The  Betsy. 

— Jeff  Turrentin 


rich,  who  gave  us  books  with  toe 
noir-to-be-true  titles  like  Nice  Gir 
Finish  Dead  and  Assassins  Have  Stan 
Eyes  and  The  Bride  Wore  Black.  Tb 
section  on  film  includes  interviev 
with  filmmaker  Fritz  Lang  (M,  Han^ 
men  Also  Die);  Charlton  Heston  0 
Orson  Welles,  in  whose  noir  mastei 
piece  Touch  of  Evil  Heston  starre< 
and  Marc  Lawrence,  a  Stanislavsk 
trained  thespian  typecast  as  a  tough . 
shoot-'em-ups  like  Little  Big  Shc\ 
Racketeers  in  Exile  and  This  Gun  J  \ 
Hire.  A  carefully  conceived  and  wel 
executed  project  that  gets  under  noij 
famed  atmospherics  and  tells  the  st< 
rytellers'  stories. 

GOD  OF  THE  RODEO: 

The  Search  for  Hope,  Faith, 

and  a  Six-Second  Ride  in  Louisiana's 

Angola  Prison,  by  Daniel  Bergner; 

Crown;  $24  cloth 

When  people  talk  abo 
the  "cruelty"  of  rode( 
they're  usually  speakii 
out  for  the  animals.  B 
in  God  of  the  Rodeo,  joi 
nalist  Daniel  Bergn 
speaks  for  the  inmates  of  Louisian 
Angola  Prison,  who  are  the  stars  0  I 
dangerous — some  might  say  cruel 
all-convict  rodeo  held  there  eaf 


- 


i  October.  With  little  or  no  training, 
;  and  no  more  protective  gear  than  a 

striped  shirt,  prisoners  take  on  bulls 

and  broncos  as  tierce  as  those  in  any 
■  professional  competition.  Behind  the 
(spectacle  is  Angola's  charismatic 
iWarden,  Burl  Cain,  who,  in  the 
icourse  of  the  book,  transforms  from 
,  a  benevolent  tather  figure  to  a  villain. 
JBergner's  tone,  however,  is  that  of  a 
[novelist,  not  a  muckraker.  His  com- 
Ipassionate  but  unapologetic  portraits 

ot  the  convicts  themselves — most  of 
jwhom  are  killers,  serving  life  without 

parole — vividly  illuminate  a  dark 
iand  disturbing  world  where  punish- 
•ment  is  a  cell  the  size  of  an  office  cu- 
.bicle,  and  redemption  is  a  punctured 
llung  and  a  couple  of  broken  ribs  at 
Ithe  horns  of  a  2,000-pound  bull. 

— Thomas  Jackson 

LOST  CRUSADE:  AMERICA'S 

SECRET  CAMBODIAN 

MERCENARIES, 

by  Peter  Scott;  Naval  Institute 

Press;  $28  cloth 

Vietnam  was  many  wars: 
the  war  in  the  air;  the 
conventional  ground  war 
of  the  main  force  battal- 
ions and  the  big  fire 
bases;  and  the  war  of  the 
llittle  units,  which  was  the  counter- 
linsurgency  war  America  thought  it 
|would  be  fighting  when  it  first 
jstarted  sending  in  troops  in  the  early 
11960s.  That  early  innocence  passed, 
of  course,  but  the  war  in  the  hamlets 
Icontinued.  It  was  obscured  by  larger 
(events — search-and-destroy  opera- 
tions, sieges  at  Khe  Sanh,  the  Tet 
'Offensive — but  in  some  ways  it  was 
[the  crudest  and  most  tragic  of  all  the 
Idifterent  wars  in  Vietnam.  In  this 
lone,  Americans  recruited,  trained, 
•supplied  and  advised  Vietnamese, 
(Cambodians  and  montagnards;  they 
(lived  with  them,  and  often  became 
'tierceh-  attached  to  them  in  a  broth- 
erhood forged  on  thousands  of  pa- 
jtrols  and  night  ambushes  and  furious 
llittle  firefights,  in  rice-wine  drunks 
and  strange  ceremonial  dances.  This 


Frequent  Traveler's  Goods 


Our  Traveler's  Briefcases  are  made 
with  our  Flexible  Unwreckable,M 
frame  to  double  as  your  laptop  bag. 
(i laser  Insiders'''  dividers  protect 
your  laptop  And  custom-organize 
documents,  garments,  and  gear. 

Walnut  or  black  leather   17 x  12  x  7"  $750. 
0  '".s. 


We  design  and  make  Glaser  Travel 
Goods  in  our  San  Francisco  studio, 
and  sell  direct  to  you.  We  have  over 
20  years  experience  making  luggage 
that  works  for  frequent  travelers. 
Please  call  for  our  free  catalog. 

19  x  13x8" $795.    22  x  14 x  8" $1,050. 


fm  Glaser  Designs 

''/^scn^  Travel  Goods  Makers 

J2  OIIS  ST.  SAN  FRANCISCO,  CA  94IO3      PHONE  4.I5-552-3188      FAX  415-431-3999 

1  YI("(, I  AS!  RDI.SIGNS.COM      TOLL  FREE  80O-234-IO75 


It  all  starts  at  Allegro  Resort  Aruba,  the  only  deluxe  all-inclusive  resort  in  Aruba.  Formerly  the 

Americana  Aruba,  we've  taken  a  great  resort  and  made  it  better.  You'll  find  everything  from  tennis 

to  snorkeling  to  sizzling  night  life.  And  while  you're  at  it,  try  your  luck  at  the  casino. 

With  all  this  going  for  you,  it  looks  like  the  odds  are  in  your  favor. 

^(   /   ALLEGRO    RESORT" 
~^^  Aruba 

FOR  A  FREE  BROCHURE,  CALL  YOUR  TRAVEL  AGENT  OR  1-800-858-2258.  AVA 


ALWAYS     ALL 
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Licensees  who  are  taking 
The  Forbes  Collection"  to  the  world: 

Harry  N.  Abrams,  Inc. 

Broughton  International 

DVB  Alva  Inc. 

Historical  Collections  Group  pic 

Hugh  Lauter  Levin  Associates,  Inc. 

Interior  Indulgences,  Inc. 

Kantor  Brothers  Neckwear,  Inc. 

Metropolitan  Museum  of  Art 

The  Noble  Collection 

Nordevco,  Inc. 

PaperHouse  Productions 

Paragon  Picture  Gallery 

Rio  Suite  Hotel  &  Casino 

Vivian  Alexander,  Inc. 


The  Forbes  Collection— 

A  fabulous  array  of  new  products  that 

showcase  a  style  and  quality  unique  to  Forbes. 

For  the  first  time,  Forbes'  art  collections  and  privately 
owned  properties  are  the  subject  of  many  diverse  and 

These  distinct  creations  include  fine  jewelry  that  reflect 
the  renowned  works  of  Peter  Carl  Faberge. . .  books, 
calendars,  and  cards  that  showcase  Forbes'  signature 
collections. .  fashion  accessories... and  an  extensive  line 
of  home  furnishings  designed  to  capture  the  essence  of 
Forbes'  style,  grace  and  quality. 

These  products  are  now  available  for  retail 
sale.  For  more  information  on  the  current 
array  of  product  lines,  please  contact: 

J.G.  Stanley  &  Co.,  Inc. 

Telephone:  (212)  679-0079 
Fax:  (212)  679-0296 


l't  been  written  about  exten- 
jt  now  Scott's  book  brings  it 
Le  shadows.  It's  a  fine  account 
price  in  it,  written  with  the 
ie  of  a  soldier  and  the  touch 
-list.  Scott's  depictions  of 
:  both  bracing  and  horrifv- 
,t  1  his  appreciation  of  the  "big 
T  is  unusual  for  someone  who 
ii.v  a  junior  officer  when  he 
[)But  the  abiding  virtue  of  this 
|  its  author's  portrayal  of  his 
ies,  men  who  were  ultimately 
Id  by  his  country  and  paid  a 
ivy  price.  Unlike  most  Amer- 
'terans  of  this  twilight  war, 
It,  Scott  isn't  left  to  wonder 
the  fate  of  his  old  comrades: 
lence  and  his  own  strong  con- 
I  allow  tor  a  reunion  with  some 
few  who  survived.  (Readers  of 
[gazine,  where  Scott's  account 
of  those  meetings  was  first 
ed,  will  recall  just  how  poign- 
t  event  was.)  In  the  end,  prob- 
lothing  could  redeem  what 
nd  the  Khmer  he  fought  with 
d.  But  this  book  will,  at  least, 
that  their  sacrifices  will  not  be 
f  forgotten. 

— Geoffrey  Norm  w 

TORIES  FROM  THE  TUBE; 

atthe-w  Sharpe;  Villard;  $22  doth 
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Muses  have  changed 
a  lot  since  antiquity. 
They  used  to  alight 
from  the  heavens, 
shrouded  in  garlands 
and  playing  little  harps; 
now,  in  the  postmod- 
1,  they're  just  as  likely  to  come 
g  out  of  our  television  sets  in 
of  banal  30-second  spots  for 
tent  or  pain  reliever.  Why  not? 
Matthew  Sharpe,  whose  re- 
ble  fiction  debut  is  this  collec- 
stories  inspired  by  some  of  the 
insipid  advertisements  in  TVs 
history.  After  all,  the  big  job 
ement  for  a  muse  is  simply  to 
sate  the  sleeping  and  waking 
is  of  the  artist,  and  what  mod- 
nblem  does  so  more  effectively 


at  sound, 
bu'll  near  great  compliments. 


Give  the  rich,  lifelike  sound  of  the  Bose'  Acoustic  Wave*  music  system  this  season.  And  you'll 
get  back  compliment  after  compliment.  After  all,  upon  its  introduction  Stereo  Review  called  the 
sound  of  this  all-in-one  system  "...possibly  the  best-reproduced  sound  many  people  have  ever 
heard."  The  secret  is  our  patented  acoustic  waveguide  speaker  technology.  This  system  includes 
an  A\l/FM  radio,  a  CD  player,  and  a  handy  remote  control.  And  it's  available  directly  from 
Bose.  Call  or  write  for  more  information.  Because  they'll  love  what  they  hear.  And  so  will  you. 


Call  today.  1-800-897-BOSE,  ext.  G3737. 

For  information  on  all  our  products:  www.bose.com/g3737 


Njmcil'l  ■■■ 


Djvnmc  Telephone 


telephone 


■  " ,  Depi  CDD-G3737,1  he  MiniTit.nn,  Framingham,  MA  01701  916 

Ask  iboui  FedEx*  delivery  service. 


For  FREE  shipping, 

order  by 
December  31,  1998. 


Better  sound  through  research* 


E  TURKS  &CAIC 
THE  BEACH. 


OS. 


THE  FOOD. 

THE  DRINKS. 

THE  FUN. 

IT'S  ALL  INCLUDED. 

ALL  YOU  BRING  IS  YOURSELF. 


Turquoise  waters,  white  sands  and  spectacular  diving  are  just  the  beginning  at  Allegro  Resort  Turks 
&  Caicos,  the  newest  all-inclusive  resort  in  the  Turks  &  Caicos.  We'll  throw  in  everything  from  tennis 
to  snorkeling  to  great  cuisine.  It's  all  here.  So  take  in  the  view  and  everything  else  we  have  to  offer. 


^£/   ALLEGRJD    RESORT" 

Turks  &  Caicos 

FOR  A  FREE  BROCHURE,  CALL  YOUR  TRAVEL  AGENT  OR  1-800-858-2258.    A*A 
ALWAYS  ALL-INCLUSIVE 
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IF  YOU  CANT  RELAX  HERE,,, 
YOU  CANT  RELAX 


Vacation  in  your  own  private 
paradise.   As  tropical,  as 
quaint,  as  secluded  as  any 
undiscovered   island. 
Laucala,  a  Forbes  Magazine 
South  Pacific  Property  -  the 
perfect  island  resort. 


Laucala  is  for  people  who  want  the  ultimate  vacation 
experience  -  the  finest  amenities  without  the  formalities. 
Go  deep  sea  fishing  on  board  the  island's  private  fishing 
boat,   if  you  wish,  our  chef  will  prepare  your  catch  for 
your  dining  pleasure.    Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  marvel  at  their  coral  reefs.  Fish. 
Windsurf.  Sail.  Play  tennis.  There  are  no  sched- 
ules, none  of  life's  pressures. 

All  this  for  just  $2,495  U.S.  pp  for  »  days  and  7 
nights  (plus  Fiji  tax).   And  that  includes 
EVERYTI IING.    ALL  meals.  ALL  drinks. 


UNLIMITED  use  of  ALL  recreational 
facilities,  whenever  and  as  often  as 
you  wish  at  NO  EXTRA  COST. 

Though  it's  far  from  the  stresses  of 
everyday  life,  Laucala  is  easily 
accessible.    Our  island  has  its  i  iwn 
private  runway  and  scheduled 
commercial  flights. 

Find  out  more  about  this  paradise 
owned  and  operated  by  Forbes 
Magazine. 

information  on  our  Island 
Exclusive  call: 

1-800-FORBESJ 
Or  write  to: 
Errol  Ryland,  Mam 

Box   149 

Fort  Garland,  CO  8 1 


pan  that  arcane  grid  of  manipulative 
lbols,  annoyingly  infectious  music 
compressed  dramaturgy  we  call 
commercial?  Sharpe's  stories, 
lowever,  are  anything  but  insipid: 
layers  of  humor,  horror,  tenderness 
id  social  critique  are  at  work  und- 
Irneath  the  surface,  more  than  re- 
leeming  the  stories'  base  inspira- 
jons.  Anyone  who  can  craft  a  story 
Ike  "In  the  Snowy  Kingdom,"  which 
laymond  Carver  would  have  been 
[roud  to  call  his  own,  from  an  an- 
Iperspirant  commercial  is  definitely 
jmeone  to  watch. 


i 


I  THE  TEN  ESSENTIAL  WORKS 
OF  POLITICAL  BIOGRAPHY, 

compiled  by  Richard  Brookhiser, 

senior  editor  at  The 

National  Review  and  columnist, 

The  New  York  Observer 

fhe  media  gives  us  24-7  exposure 

politicians,  but  all  we  learn  from 

is  the  techniques  of  spin.  The  sub- 

tance  and  flavor  of  politicking 

mains  as  elusive  as  it  has  always 

ken.  Politicians  know  it,  but  don't 

alk.  Pundits  talk  about  it,  but  don't 

plow.  If  you  want  the  texture  of  po- 

itical  life,  you  must  go  to  biogra- 

hies,  diaries,  or  memoirs.  Here  are 

en,  from  the  great  to  the  grubby. 

Plutarch's  Lives,  translated  by 
ohn  Dryden,  edited  by  Arthur  Hugh 
Plough  (The  Modern  Library,  2 
ols.).  The  politicians  of  the  an- 


HOLLAND&HOLLAND 

Contemporary  British  Classics 


t.  New  York  -  442  North  Rodeo  Drive,  Beverl 


ION     PLEASE     CALL     1-800-SI 


LONDON 


NEW      YORK 


BEVERLY 


NOW,  IN  MEXICO, 

EVERY  LUXURY  ^ 

)      i 

S  INCLUDED 


INCLUDING  THE  LUXURY  OF  TIME. 


And  there's  plenty  on  hand  at  Royal  Hideaway  Playacar,  Mexico's  only  luxury  all-inclusive 

resort.  Where  you'll  find  a  full  waiting  staff.  Spacious  accommodations.  24-hour  room 

service. The  latest  in  spa  amenities  and  private  concierge.  Four  restaurants  to  choose  from. 

Tennis,  windsurfing,  sailing,  snorkeling  and  more.  Plus  all  the  pampering  you  can  handle. 

Need  to  get  in  touch  with  the  office?  We'll  even  help  you  stay  in  touch.  Located  on  the 

Caribbean  Sea  in  Playa  del  Carmen.  Opening  late  I998. 
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KO  YAL       HIDEAWAY 

P  I   i  )•  a  c  a  r 
PV      FOR  A  FREE  BROCHURE,  CALL  YOUR  TRAVEL  AGENT  OR  1-800-858-2258. 


ZJhe  ZJ^iftk  ^Arnnual 

Single  Malt  &  Cigar  Extravaganza 

Ladies  and  Gentlemen  Are  Cordially  Invited  to  Attend  A  Gala  Evening  featuring 
Rare  and  Unique  Single  Malt  Scotch  Whiskies  Paired  With  The  Finest  of  Cigars  From 

MACANUDO  •  PARTAGAS  •  TEMPLE  HALL  ESTATES 


^sreatuvi 


Aberlour 
The  Balvenie 

Founders  Reserve 

Doublewood 

Single  Barrel 
Benriach 
Bruichladdich 
Bushmills  Malt 
Caol  I  la 
Cardhu 
Clynelish 
Cragganmore 
Dalwhinnie 
Edradour 
Glendronach 
Glenfiddich 

Special  Reserve 

Single  Cask  1 5  Yr  Old 
Glen  Keith 
Glenkinchie 
The  Glenlivet 

•  12  Year  Old 

•  18  Year  Old 


Scotch  Malt  Whisky 
Society  Members 

$50.00 


Hotel  Bel-Air 

Los  Angeles,  California 

Wednesday,  September  16, 1998 

The  City  Club  of  S.F. 
San  Francisco,  California 
Friday,  September  18,  1998 

The  Swissotel 

Atlanta,  Georgia 

Thursday,  October  1, 1998 

The  Houston  City  Club 

Houston,  Texas 

Wednesday,  October  14, 1998 

The  Chicago  Hilton  &  Towers 

Chicago,  Illinois 
Wednesday,  October  21, 1998 

The  Ritz  Carlton 

Boston,  Massachusetts 

Tuesday,  October  27, 1998 

J.W.  Marriott  Hotel 

Washington,  DC 

Wednesday,  October  28,  1998 

The  Ritz  Carlton 
Philadelphia,  Pennsylvania 
Thursday,  October  29, 1998 

The  New  York  Sheraton 

New  York,  New  York 

Tuesday,  November  10,  1998 

Biltmore  Hotel 

Coral  Gables,  Florida 

Thursday,  November  19, 1998 

*Whiskies  may  vary  in  certain  venues. 


7:00  -  9:00  PM 
Jacket  Required 

Co-Hosted  By 


ealurina 


Glenmorangie 

•  10  Year  Old 

•  18  Year  Old 

•  Port  Wood  Finish; 

•  Sherry  Finish 

•  Madeira  Finish 
Glen  Ord 

Glen  Rothes 
Highland  Park 
Knock an do 
Lagavulin 
Laphroaig 

•  10  Year  Old 

•  15  Year  Old 
Longmorn 
mortlach 
Oban 

Scapa 
Strath  isla 
Talisker 
Tamdhu 
Tom  ati  n 


Non-Member  Gues 

$60.00 


Hors  D  'oeuvres        ^  ^^  M^  WhisRy  Sodety  Door  Prizes 

&  Forbes  FYI  Magazine 

Reservations  are  limited.  Admission  by  advance  ticket  purchase  only  •  Telephone  Toll  Free  1-800-990 

*  Special  Rates  for  Corporate  Tables  of  8  or  More 


it  world,  both  Greek  and  Roman, 
ikespeare's  primary  source  for 
us  Caesar,  not  to  mention  bed- 
c  reading  tor  our  nation's  Found- 
Fathers. 

I'ounding  Father:  Rediscovering 

jrge    Washington,   by    Richard 

okhiser  (The  Free  Press),  and  The 

of  William  Maclay,  edited  by 

nneth  R.  Bowling  and  Helen  E. 

f  (Johns  Hopkins  University  Press). 

vo  takes  on  politics  when  America 

brand  new,  Congress  had  less 

i  ioo  members  and  campaigning 

;  considered  undignified.  Brook. - 

ler  (OK,  me)  gives  an  admiring 


scoundrels  as  well  as  statesmen.  Here 
are  loving  portraits  of  two  of  the 
gaudiest  20th-century  specimens: 
Boston  mayor  James  Michael  Curley, 
who  was  elected  from  a  jail  cell, 
and  Louisiana  Governor  Earl  Long, 
whose  wife  eventually  committed 
him  to  an  insane  asylum.  One  high- 
light is  Liebling  on  a  Long  stump 
speech:  "[His  tie]  was  a  quiet  pattern 
of  inkblots  against  an  olive -and-pearl 
background." 

•  The  Unmaking  of  a  Mayor,  by 

William  F.  Buckley,  Jr.  (out  of  print). 
Campaigning's  rigors,  and  humilia- 
tions, as  seen  bv  an  amateur  who  ran, 


The  substance  and  flavor  of  politicking 

remains  as  elusive  as  it  has  always 

I  been.  Politicians  know  it,  but  don't  talk. 

Pundits  talk  about  it,  but  don't  know. 


Iwof  a  hero.  Maclay,  a  Senator  in 
I  First  Congress,  gives  a  caustic  view 
everything:  crabby,  small-minded, 
larious.  A  highlight  is  Maclay  on 
jiomas  Jefferson:  "He  had  a  ram- 
Ing  vacant  look." 

Crisis  of  the  House  Divided,  by 

my  Jaffa  (University  of  Chicago 
less).  How  Abraham  Lincoln  de- 
Ited  Stephen  Douglas  in  their  Illi- 
|is  Senate  race  on  the  eve  of  the 
\vA  War.  Lincoln  lost,  but  won  the 
id  of  the  north.  Politics  as  high  in- 

lectual  drama. 

I  The  Rise  of  Theodore  Roosevelt, 

'  Edmund  Morris  (Ballantine).  TR 
|>es  from  swanky  Gotham  youth, 

rough  New  York  politics  and  the 
barge  up  San  Juan  Hill  (both  dead- 
|),  to  the  assassination  of  William 
IcKinley  and  the  cusp  of  his  own 
I'esidency.  A  great  subject,  handled 
\i  a  great  writer. 

The  Rascal  King,  by  Jack  Beatty 
rerseus),  and  The  Earl  of  Louisiana, 
mi  A.J.  Liebling  (Louisiana  State 
[niversity  Press).  Politics  is  about 


improbably,  for  Mayor  of  New  York. 
Highlight:  candidate  Buckley's  first 
press  conference.  "Q^  Do  you  want  to 
be  mayor,  sir?  A:  I  have  never  con- 
sidered it." 

•  Diaries,  by  Alan  Clark  (Books 
Britain).  If  the  Palliser  novels  didn't 
slake  your  appetite  for  Parliamentary 
intrigue,  try  this.  Clark  is  a  brilliant 
and  goatish  Tory  MP  (three  of  his 
lovers  were  a  mother  and  two  of  her 
daughters),  who  served  in  Margaret 
Thatcher's  Cabinet.  Highlight:  the 
inside  story  of  her  fall. 

•  The  Fringes  of  Power:  10  Down- 
ing Street  Diaries,  1939-1955,  by 

John  Colville  (out  of  print).  Ending 
the  list  with  heroism,  here  is  Winston 
Churchill  coming  to  power  in  the 
darkest  days  of  World  War  II,  and 
going  on  to  victory — by  a  young  aide 
who  started  out  skeptical,  and  ended 
up  admiring.  Highlight:  Churchill 
after  the  fall  of  France.  It  was  "the 
night  before  the  battle.  It  may  be 
long:  now  we  must  live;  next  year  we 
shall  be  winning;  the  year  after  we 
shall  triumph."  • 
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Slow  Down 


Biking  &  Walking  Trips  for 
people  who  want  to  travel 
in  style.  Enjoy  medieval 
trails  by  day  and  luxe 
chateaux  by  night.  Five  and 
Eight  day  trips  to  France, 
Italy,  Morocco,  Nepal 
South  Africa  and  beyond. 

1-800-678-1 147 
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AKE  THE  PAST  YOUR  PRESENT 
WITH  TWO  NEW  BOOKS  FROM 

AMERICAN       HERITAGE 


"A  page  of  history  is  worth  a  volume  of  logic." —  Oliver  Wendell   Holmes,  |r 


AmericanHeritage 

Encyclopedia 

American 

History 


UENERA1   EDITOR 


John  Mack  Faragher 


1,124  PAGES,  $45.00  (C17) 

•  400  black-and-white  illustrations 
and  maps,  including  a  portrait 
of  every  President 

•  Extensive  treatment  of  fundamental 
Supreme  Court  rulings 

•  Full  text  of  the  Constitution  and 
the  Declaration  of  Independence 

•  Timetables  of  American  history 
from  10,000  B.C.  to  1998 


he  first  new  single-volume  encycloi-  j. 
dia  of  American  history 


'; 


Tin  twenty-five  years,  this  ground-  ' 
breaking  reference  book  was  prepaid  4$ 
under  the  guidance  of  an  advisory  board  of  seve' 
prominent  historians  from  around  the  country, 
headed  by  John  Mack  Faragher,  Professor  of 
American  History  of  Yale  University.  More 
than  125  contributors,  all  experts  in  their  fields, 
have  come  together  to  present  the  best  in  recent , 
scholarship — spanning  the  pre-Columbian 
period  through  the  1990s. 

This  unique  book  contains  3,000  alphabetically 
arranged  entries  and  essays  on  subjects  that  ran;, 
from  the  history  of  the  frontier,  immigration, 
and  family  life  to  religion,  art,  and  literature. 
These  are  complemented  by  biographies  of 
more  than  1,000  Americans — every  President,    . 
Supreme  Court  Justice,  and  signer  of  the 
Declaration  of  Independence,  as  well  as  many 
sports  and  cultural  figures. 

With  its  broad  representation  of  our  past  and  it 
lively  and  accessible  text,  The  American  Heritj 
Encyclopedia  of  American  History  is  destined  to 
become  the  reference  of  choice  for  scholars, 
history  buffs,  and  general  readers  alike. 

"The  things  I  want  to  know 
are  in  books;  my  best  friend 
is  the  man  who'll  get  me  a 
book  I  ain't  read" 

— Abraham   Lincoln 


oks  are  the  treasured  wealth 


the  world  and  the  fit  inheritance 
generations  and  nations." 

-Ienry    David   Thoreau 


•0  Jglas  Brinkley  is  a  rare  writer 
*  o  can  recount  the  economic 
rt  ust  of  history  in  truly  inspiring 
ti  ms.  He  ties  the  different 
stands  of  American  history  into 
a  ompelhng  and  provocative  narra- 

-John   F .   Kennedy,  Jr. 

n  this  rich  and  inspiring  book,  the 
acclaimed  historian  Douglas  Brinkley 
takes  us  on  the  incredible  journey  of  the 
United  States — a  nation  formed  from 
■  1st  wilderness  of  mountains  and  streams 
owhose  fringes  a  few  small  colonies  made  a 
bd  cast  at  freedom,  and  which  then  burgeoned 
ii )  an  expanding  democracy  and  ultimately 
fl  irished  as  a  world  power.  With  more  than 
I  beautiful  images  and  deluxe  custom  maps, 
tl  book  is  as  much  a  delight  to  look  at  as 
ii  absorbing  and  instructive  to  read.  The 
il  strations  include  copious  color  photographs 
ajl  paintings  as  well  as  sketches,  etchings, 
a;l  engravings. 

I  uglas  Brinkley  has  been  called  "the  best 
Cfihe  new  generation  of  historians"  by 
5  phen  Ambrose.  Mr.  Brinkley  is  the  director 
c  Jie  Eisenhower  Center  for  American  Studies 
a  he  University  of  New  Orleans. 
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DOUGLAS        BRINKLEY 

64O  PAGES,  $50.00  (Cl8) 
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O  ORDER  Call  our  toll-free  number: 


•  \9\M~m&m  %9H^9  V  V^9.  You  can  also  fax  your  order — with  Visa,  MasterCard  or  American  Express 
d  number — to  515-246-6933.  Or  mail  it  (checks  or  money  orders  are  also  accepted)  to  American  Heritage  Products, 
).  Box  2064,  Harlan,  Iowa.  Shipping  and  handling  in  the  U.S.  is  $4.50  regardless  of  the  order  quantity.  Please  allow 
5  weeks  for  delivery. 
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SERIES 


At  last,  something  to  show  for  all  your  hard  work. 

JVC's  FS  Music  Systems  represent  a  quantum  leap  in  sind 
&  style.  From  the  state-of-the-art  1  bit  CD  player  tche 
Hyper  Neo  Olefin  drivers,  the  benchmark  techrnagy 
inside  FS  reinforces  the  breathtaking  exterior.    ' 

For  convenience,  there  is  a  stand-up  remote  ctli 
Dual  Layer  Fluorescent  Display  that  allows  yjt( 
choose  between  an  elegant  analog  clock  or  cttc 
track,  time,  and  station  information ...  at  vill. 
There's  also  a  built-in  20  minute  backup  to  maktUre 
you  never  miss  an  important  meeting  or  tee  tir. 


So,  if  music  is  a  big  part  of 
getting  you  through  the 
day— and  making  the  night 
feel  right,  JVC  FS  Music 
Systems  are  the  perfect 
24  hour  companion. 


JVC    1700  Valley  Road   Wayne,  NJ  07470   www.jvc.com 
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Happy  Shopping.** And  Happy  Holidays  from  Forbes  FYL 


•  Browse  through  the  following  pages  for  great  holiday 
gift  ideas.  You  can  request  more  information  from 
the  advertisers  showcase  by  calling  the  numbers 
listed  or  sending  in  the  Reader  Service  Card  provided. 
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Give  the  magic 
of  entertainment. 


The  Blockbuster  Giftcard*  can  be  redeemed  for  movie  rentals,  musi'  a 
and  more  at  over  4,000  Blockbuster  Video*  and  Blockbuster  Mi 
nationwide.  Available  in  denominations  from  $5  to  $100,  it's  a  great  V   '■ 
all  your  premium  and  incentive  needs. 

pud 


Bl0CKBttStt* 


www.blockbusttr.tom 
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Keep  Your  Swiss  Automatic  Rum) 
Get  An  ORDITfl  Watchwinde: 


The  perfect  accessory  for  self-winding  wa; 
owners.  You'll  never  need  to  reset  the  fim 
day  or  date  again.  Orbita's  motorized  de; 
keeps  unworn  watches  fully  wound, 
providing  a  gently  rotating  motion  that 
mimics  human  wrist  action  with  absolutt 
no  possibility  of  overwinding. 

Choose  from  either  AC  or 
DC  models  to  suit  your 
needs.  Both  are  available 
in  a  variety  of  wood  or 
leather  cases  with  finishes 
to  suit  your  personal 
preference.  All  carry  an 
unconditional  one 
year  guarantee. 


Single  Head 
$495.00  +sfl, 

Triple  Head 
$995.00  +sft 


l-800-800-443i 

Visa,  Mastercard  &  AmEx  Accepted 
Orbita  Corporation  •  Wilmington,  NC  •  www.ort 


■I 

five  a 

fiClass  Smile 


i  virtually  even  major  airline  has  made  Rembrandt  their 
il  class  travel  -  it's  the  superior  oral  care  brand.  Now 
pve  the  gih  ol  a  healthy,  beautiful  smile.  It's  the  perfeci 
ar  yourself  or  someone  you  truly  care  about.  This  beautiful 
■  travel  bag  includes  Rembrandt  Mint  Toothpaste,  Dazzling 
hpaste  and  Bleaching  Gel  In  One.  Age  Defying  Mouthwash, 
BreathDrops.  and  a  high  quality  Rembrandt  angled  toothbrush. 
due,  yours  for  only  S6.99.  Plus  $2.50  S/H.  Quantities  Limited. 

Call  1-800-548-3663 

EMBRANDT  I 


Taylor  \/  Made 

FIND  YOUR  GAME' 
1-800-456-8633 


the   control    and    confidence   to    make    more    putts? 
cing  the  Nubbins-  putter  from  Taylor  Made  -  revolution- 
I  nubs  technology  on  the  face  creates  an  incredibly  soft 
Band  a  true,  deadly  accurateroll  on  every  putt. 


THE  WORLD'S  MOST  SOUGHT-AFTER 

TEQUILA.  AN  INSPIRED  GIFT. 

Surprise  someone's  sniftei  with  the  gifl  "I  the  world's  mosl 

sought-aftei  tequila,  Jose  ( luervo®  Reserva  de  la  Familia. 

Aged  for  years  in  new  Frenc  li  and  American  oak  casks,  this 

loo';  Blue  Agave  tequila  is  ex< eptionally  smooth  and  complex 

in  c  haracter.  li  should  be  sipped  and  savored,  mu<  li  as  one 

would  a  fine  cognac  or  single-mall  scotch. 

To  send  a  gift,  (all  1-800 -BE -THERE* 
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Willoughby's  *A  Komca 


136  West  32nd  Street 
New  York,  NY  10001 
212-564-1600 


50  E.  42nd  Street 
New  York,  NY  10017 
212-681-7844 


385  5th  Avenue 
New  York.  NY  10016 
212-213-1515 


DOW    a  New  York  City  Landmark 

i    rr       x^vberspace 

www.willoughbys.com 
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GORE  VACATION^Fe  President  Gore,  his  wife,  Tip- 
per, and  two  of  their  four  children  are  vacationing  for  two 
weeks  in  Hawaii.  They  swam  with  dolphins  at  Hilton  Waiko- 
loa  Village  on  the  island  of  Hawaii,  but  not  until  Navy 
SEALS  had  inspected  the  pool,  a  hotel  worker  said^ 
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IRDADV 


Xavier  Delacour  dropped  out  of  school  at  16. 
At  age  18  he's  making  $50,000  a  year. 


16 1998  New  York  Slock  Eich* 


Gateway  is  conducting  business 
over  150  countries  around  the  world. 


800  million  people  worldwide  are  shaving 
with  tv/letlc  products  every  morning. 

I  locchst  is  spending  more  than 

bO  million  a  day  on  pharmaceutical  research 

to  treat  currently  incurable  diseases. 

Nokia  s  digital  networks  are  connecting 
10  million  mobile  phone  users  in  C 


7  he  economies  represented  on 

the  New  York  Stock  Exchange  account  for 

91%  of  the  Global  GDI? 


* 
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THE   UORLD   PUTS  ITS   STOCK  IN   US  * 


Western  Digital's  Chuck  Haggerty,  maker  of  100,000  hard  drives  per  day,  was  on  a  quest.  For  what?  Quality.  Hi 
Unprecedented  quality  control  great  payback,  loyal  customers,  and  a  firm  foothold  at  tl  i 


THE  RESULT  ? 


Jtitive  heap.  Questions?  Call  1-800-CALL-NCR  or  www.ncr.com 


(^)NCR 

Transforming  Transactions  Into  Relationships 


The  road  teases.  The  foot  presses  the  accelerator.  The  engine  breaks  into  song.  The  tires  embrace  tl 
while  the  steering  wheel  assumes  the  role  of  dance  partner,  joyfully  following  your  lead.  From  its  nt 
balance,  to  the  precise  response  of  every  control,  no  other  car  is  as  perfectly  attuned  to  you  as  a  I 


the  driver  ove    the  car 


The  Ultimate  Driving  Machine8 


Volume  162  Number  14 

Forbes 


'■/■<■ 


104  Saying  no 
to  college 

"I  kind  of 
created  my 
own  career." 


THE  COVER 

104  Who  needs  college! 

Don't  be  brainwashed.  A  kid 
doesn't  need  a  degree  to 
land  a  good-paying  job. 

By  Brigid  McMenamin 

ALSO  ON  THE  COVER 

50  The  case  for  oil 

Exxon  is  thinking  like  John 
D.  Rockefeller.  Should  you? 

By  Robert  Lenzner  and  Toni  Mack 

72  Recession  1999? 

It  doesn't  sound  ominous — 
until  you  consider  the  stock 
market  impact. 

By  Peter  Brimelow 

98  Click  and  buy 

Web  sites  lust  for  eyeballs, 
but  the  money's  in  all  those 
fingertip  order  entries. 

By  Luisa  Kroll,  Julie  Pitta 
and  Daniel  Lyons 

101  Web  whacked 

Shorting  net  stocks  today  is 
a  fate  far  worse  than  death. 

By  Rita  Koselka 

102  Digital  denim 

Risking  retailer  wrath,  Levi's 
starts  selling  jeans  on-line. 

By  Luisa  Kroll 

MANAGEMENT, 

STRATEGIES, 

TRENDS 

51  Diller  time? 

In  Seagram's  Hollywood 
cliff-hanger,  is  Barry  Diller 
the  guy  who  saves  the  day? 

By  Robert  La  Franco 


52  "An  (un)  civil  action"  I 

The  new  Disney  movie  is 
typical  Tinseltown  pollutic 

By  Michael  Fumento 

53  HP  and  PCs 

Hewlett-Packard  embrace 
a  low- margin  business. 

By  Eric  Nee 

55  Code  name:  Godot 

Why  Microsoft's  NT  dela 
worry  a  skittish  industry. 

By  Josh  McHugh 

56  When  scarce  is  good 

Hasbro  uses  the  diamond'1 
strategy  with  its  Furby  to» 

By  Benjamin  Fulford 


65  Access  arbitrage 

AT&T  sidesteps  the  Bells 
with  Internet-style  lines.  1 1 

By  Carleen  Hawn 


il  ; 

L 


66  The  cable  guy 

Who  needs  a  $100  stereo 
wire?  Just  ask  Noel  Lee. 

By  Robert  La  Franco 

68  Booty  call 

A  counterfeit  sleuth  wan  3 
give  the  cops  a  profit  mol  ike  I 
By  Adam  L.  Penenberg  nee 

\'ot 

92  No  more  Newt 
With  Gingrich  gone, 
Lockheed  can  tackle  its 
Marietta,  Ga.  woes. 
By  Howard  Banks 

110  Cleaning  up 

Dial  puts  itself  dirough  the 
restructuring  wringer. 

By  Seth  Lubove 


92  A  new  coun 

Can  Lockheed 
Martin  fly  itself  01 
of  trouble? 


132  Fund  runner 

The  race  for  midcap  bargains.     \ 


COVER  PHOTOGRAPH 

BY  RICHARD  E.  SCHULTZ  /MATRIX 


Forbes  ■  December  28, 


6  Good  idea,  bad  dream 

|hv  poor  Darl  McBride  got 
nched  at  SolutionBank. 
f  Phyllis  Berman 

8  Suze  says  .  .  . 

hv  is  financial  "expert" 
Orman  so  hot  when 
|r  advice  is  so  mundane? 
|  William  P.  Barrett 

|  Rotoblator  man 

Sharma's  immigrant 
is  now  very  real. 
Pranay  Gupte 

IEPRENEURS 

Riches  in  rags 
ldan  spins  doth  into  gold 

controlling  costs. 
Scott  McCormack 

Where  the  jobs  are 
Feet  mu\  Vault  otter 
Notes  tor  careers 
Katarzyna  Moreno 

i  Bagging  a  brand 

[>r  Kate  Spade,  it's  all  about 

keting  Fifties  elegance. 
■  Michelle  Conlin 

I  The  bootstrappers 

Iho  needs  venture  capital- 
Is?  Not  this  debt  tree  gang 
-  Carrie  Coolidge 

&  ISSUES 

l  Monopoly  busters 

jfornia  techics  challenge 
le  state's  cducrats. 
i  Tim  W.  Ferguson 

15  Creative  Giving 
Jaguar  kids 

|o\v  the  Weavers  score  big 
Vth  "tree"  football  tickets. 
Kerry  A.  Dolan 

1N0L0GY 

12  Cisco  calling 

jidy  Fstrin  leads  the  net- 
|orking  giant  into  phones. 
1  Mary  Beth  Grover 

O  Solo  Rio 

letting  music  off  the  Web? 
I  ere's  a  digital  Yictrola. 
1/  Stephen  Manes 


DEPARTMENTS 

14  Side  Lines 

16  Follow- Through 

16  Flashbacks 

22  On  My  Mind 

26  Readers  Say 

31  Fact  and  Comment 

36  Other  Comments 

41  Commentary 

43  Digital  Rules 

47  Transparent  Eyeball 

48  Economic  Forecast 
48  Forbes  Index 

152  Thoughts 

8  Editorial  Index 

COLUMNISTS 

81  Management  strategies 

James  Champy 

128  E-mail  addiction 

Guy  Kawasaki 
130  Secret  sauce 

Andrew  J.  Kessler 

MONEY  & 
INVESTMENTS 

132  The  Funds 
Playing  the  middle 

The  case  tor  midcap  mutuals. 
By  James  M.  Clash 

133  Dirt,  cheap 

Why  landowning  outfits  can 
be  tax  efficient  investments. 

By  Stephane  Fitch 

136  The  Funds 
Spain  yes,  France  no 

stock  tips  for  an  emerging 
capitalist  Europe. 
By  Thomas  Easton 

137  The  Forbes/Barra 
Wall  Street  Review 

138  Dividend  Review 

140  Streetwalker 

Grupo  Dina,  S.A.;  Georgia 
Gulf;  FX  Energy. 

INVESTMENT  COLUMNISTS 

142  Portfolio  strategy 

Kenneth  L.  Fisher 

143  Stock  trends 
Laszlo  Binnyi  Jr. 

144  Fixed  income  strategy 

David  P.  Goldman 

145  Market  trends 

Martin  Sosnoff 


THE  FORBES  LIFE 

146  Frequent-flyer  frenzy 

It's  that  Pu-do-anvthing, 
ril-fly-anywhere-for-a-mile 
rime  of  year. 
By  Rudy  Maxa 

147  Scrooge  music 

Already  fed  up  with  "Hark, 
the  Herald  Angels"?  Try 
these  Xmas  tunes. 
By  Albert  Innaurato 

147  One-stop  shopping 

Reviewing  The  Shop  Around 
the  Coma — a  You've  dot 
Mail,  Jimmy  Stewart  style. 

By  Tomas  Kellner 


146  Frequent  flyer 

Doing  anything  to 
log  one  more  mile. 


148  The  Wyatt  Earp  buy 

It's  the  Wild  West  of  col- 
lecting: bank  checks  from 
the  western  territories. 
By  Robert  Goff 

149  Photo/Econ  101 

In  photography  there 
is  no  free  lunch. 

By  Thomas  Sowell 


Our  postal  address  at  FORBES  is: 

Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  10011 


Forbes  online 

WWW.FORBES.COM 


Watch  and  listen  to  Stanley  Crouch,  Mark  Helprin,  Peggy  Noonan, 
Kurt  Vonnegut  and  Edward  O.Wilson  as  they  join  Forbes  ASAP's 
Michael  S.  Malone  to  discuss  the  impact  of  technology  on  Time,  the 
theme  of  this  year's  Big  Issue,  www.forbes.com/asap/roundtable 

-  Visit  Forbes  Digital  Tool's  interactive  version  of  the  richest  400  Ameri- 
cans at  www.forbes.com/rich.  Search  the  1998  Forbes  400  database. 
Probe  ASAP's  list  of  Technology's  100  Wealthiest.  Calculate  how 
much  Bill  Gates  makes  in  his  spare  time.  See  the  top  ten  technology 
fortunes  tallied  daily. 

•  The  Forbes  500  Annual  Directory  of  America's  Leading  Companies 
Our  annual  directory  of  the  500  largest  American  public  corporations 
as  measured  by  sales,  profits,  assets  and  market  value. 
www.forbes.com/forbes500s 


lorbes  ■  December  28,  1998 


IXIIMIIn  I  *       [%  II 


and  names  in  this  issue 


Forbes 


EACH  REFERENCE 
IS  TO  THE  FIRST 
PAGE  OF  THE 
STORY  IN  WHICH 
THE  COMPANY  OR 
NAME  APPEARS. 


Abercrombie  &  Fitch,  132 

ABN  Amro,  142 

Addison,  Michael,  104 

Aetna,  144 

Air  Canada,  146 

Air  France,  136 

Akzo  Nobel,  142 

Alcatel,  142 

Alexander's,  133 

Allchin,  James,  55 

Allen,  Paul,  104 

AlliedSignal,  22 

Alpert,  Gary,  83 

Alpine  U.S.  Real  Estate  Equity 

Fund,  133 
Amazon.com,  43,  81,  98,  101 
America  Online,  98,  103,  143 
American  Enterprise  Institute,  72 
American  Skiing,  133 
Ameritech,  26 
AMR  Research,  116 
AMR  136,  146 
Andersen  Consulting,  116 
Andrews,  Paul,  104 
Angel  Records,  147 
Anwar  Ibrahim,  41 
AOL,  145 
Apache,  140 
Arco,  50 

Aronson,  Michael,  26 
Artemis  Ventures,  104 
Asensio,  101 
Asensio,  Manuel  P.,  101 
Associates  First  Capital,  26 
Astra,  142 
AT&T,  65,  130 
Atlantic  Richfield,  143 
Attune,  104 
Avionics  Display,  92 
AXA,  136 


Baan,  116 
Bair,  E.  Scott,  52 
BankAmerica,  48 
Bankers  Trust,  136 
Barksdale,  James,  98 
Barnes  &  Noble,  101 
Barney,  Coleman,  116 
Barneys,  86 
Barry,  Marc,  68 
Eddie  Bauer,  102 
Beatrice  Foods,  52 


Bell  Atlantic,  90 

Bell,  George,  98 

BellSouth,  65 

Berkshire  Hathaway,  145 

Bethune,  Gordon,  31 

Biondi,  Frank  Jr.,  51 

Blackwell,  Mickey,  92 

Blau,  Robert,  65 

Bliss,  John,  68 

Boeing,  92,  136 

Bosack,  Leonard,  122 

Boschetto,  Glenn,  116 

Bracken,  Michael,  52 

Brady,  Dave,  26 

Brattle  Group,  50 

Bridge  Communications,  122 

Bristol-Myers  Squibb,  143 

British  Aerospace,  136 

British  Airways,  136 

British  Petroleum-Amoco,  50 

Bronfman,  Edgar,  51 

Brown,  Wendy,  103 

Brylane,  132 

Buckley,  M.  Ronald,  47 

Buffett,  Warren,  145 

Burt's  Bees,  90 

Byckiewicz,  Stephen,  90 


CT  Analytics,  68 
Cambridge  Technology 

Partners,  116 
Carl  Marks  Management,  133 
Carnevale,  Anthony  P.,  104 
Carrico,  William,  122 
Carson,  Joseph,  72 
Case,  Stephen,  98 
Cassidy,  Frank,  22 
Castle  &Cook,  133 
Castro,  Fidel,  26 
Catellus  Development,  133 
Cathav  Pacific,  146 
CBS,  101 

Cerberus  Capital,  116 
Chamandy,  Glenn,  82 
Chamandy,  Gregory,  82 
Chandler,  Robert,  148 
Chanel,  86 
Chevron,  50,  143 
Choi,  Thomas,  68 
Christie's,  145 

CIBC  Oppenheimer,  104,  140 
Cicconi,  James,  65 
Ciena,  130 

Cincinnati  Bengals,  115 
Cisco  Systems,  55,  122,  130 
Cisco,  145 
Citigroup,  137 
Liz  Claiborne  ,98,  102,  115 
Clinton,  Bill,  142 
Coca-Cola,  145 
Coffman,  Vance,  92 
Colgate-Palmolive,  1 10 
Comaford,  Christine,  104 
Compaq  Computer,  53,  130 
Competitive  Systems  Analysis,  55 


Comsat,  92 

Continental  Airlines,  31 
Cox,  Clarence,  68 
Credit  Lyonnais,  136 
Crowe,  James,  65 
Culbertson,  Alan,  137 
A.N.  Culbertson,  137 
Cummings,  David,  26 
Cutler,  David,  55  * . 


DaimlerChrysler,  136,  145 

DASA,  136 

Davis,  Gray,  80 

Davis,  Robert,  98 

De  Beers  Consolidated  Mines,  56 

Delacour,  Xavier,  104 

Dell  Computer,  53,  55,  104,  130 

Dell,  Michael,  104 

Delta  Air  Lines,  31,  146 

Deutsche  Bank,  72,  136 

Dial,  110 

Dial- A- Waiter,  104 

Diamond  Multimedia,  126 

Diamond  Technology  Partners,  98 

Diller,  Barry,  51 

Consorcio  G  Grupo  Dina,  140 

Walt  Disney,  52 

Donaldson,  Lufkin  &  Jenrette,  136 

Donna  Karan,  86 

Dow  Chemical,  140 

Dragon  Systems,  127 

Draper,  Timothy,  80 

Dreyfus  MidCap  Index,  132 


E-Bay,  101 
Eastin,  Delaine,  80 

Economic  Strategies,  72 

Educational  Testing  Service,  104 

Ellison,  Larry,  80 

EMC,  145 

Emisphere  Technologies,  22 

Encad,  16 

Energy  Technologies,  22 

ENI,  142 

Ephron,  Nora,  147 

EPM  Communications,  56 

Equitable  Insurance,  136 

Ernst  &  Young,  116 

Estrin,  Judith,  122 

Everett,  G.  Carl  Jr.,  55 

eWallet,  103 

Excite,  98,  103 

Exposer,  104 

Exxon,  50 


Farr,  J.  Michael,  104 
Fazio,  Antonio,  142 

Federal  Express,  104 
Federated  Mid-Cap  Fund,  132 
Federated,  102 

Fidelity'  Investments  (FMR),  136 
Robert  Fleming,  136 


Florida  East  Coast  Industries 

of  St.  Augustine,  133 
Foltz,  Peter,  47 
Ford,  41 

Forrester  Research,  98 
Fox,  Steven,  26 
Fraine,  William  G.,  104 
Franks,  Benjamin,  26 
Friedman,  Milton,  72,  104 
Fruit  of  the  Loom,  82 
Fussell,  Bermia,  115 
Fuster,  Valentin,  120 
FX  Energy,  140 


Gallagher,  Thomas,  104 

Gap,  102 

Gardiner,  John  Eliot,  147 

Gartner  Group,  122 

Gates,  Bill,  55,  104,  130,145 

GE,  16,51,  116,140 

GEC,  136 

General  Re,  145 

Georgia  Gulf,  140 

Georgia-Pacific,  140 

Gildan  Activewear,  82 

Gilder,  George,  104 

Gilmore,  Stephen  V,  26 

Gingrich,  Newt,  92 

GM,  98 

Goh  Chok  Tong,  41 

Goldberg,  Michael,  22 

Good  Guys,  66 

Gore,  Al,  36,  142 

W.R  Grace,  52 

Green,  Steven  J.,  41 

Greenspan,  Alan,  72,  142, 145 

Greyhound,  140 

Gross,  Bill,  103 

Gross,  Mitchell,  22 

GTE,  65 

Guthrie,  R.A.,  26 


Hadley,  Leonard,  16 
Haggerty,  Beth,  98 
Halle,  Marc,  133 
Hamadeh,  Hussam,  83 
Hamadeh,  Samer,  83 
Harr,  Jonathan,  52 
Hartford  Life,  144 
Hasbro,  56 
Hastings,  Reed,  80 
Hempfling,  Lee  Kent,  26 
Hermes,  86 
Hewlett-Packard,  16,  22,  53, 

55,80,  145 
Hoffman,  Barry,  26 
Home  Shopping  Network,  51 
Howell,  William,  68 
HSBC  Securities,  140 
Hughes,  Victor,  140 
Huizenga,  Wayne,  43 
Hulbert  Financial  Digest,  72 
Hunter  Capital,  116 
Hyde,  Henry,  31 


sso 


Forbes  is  published  biweekly  except  semimonthly  in  fune  and  July,  with  an  additional  issue  the  second  week  of  October. 

Subscriptions:  U.S.A.,  one  year  $59.95.  Canada,  one  year,  C$89.95  (includes  GST).  Rates  available  upon  request  for  all  other  countries. 

Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  I  U  S.A  and  Canada),  e-mail  us  at  subscriber@forbes.com 

visit  us  on  line  at  www.forbes.com  or  write  Forbes  Subscriber  Service,  P.O.  Box  5471,  Harlan,  IA  51593-0971 

Where  necessary,  permission  is  granted  b\  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  I  CCC),  27  Congress  St.,  Salem,  MA  01 
to  photocopy  articles  ow  ned  by  Forbes  for  a  Qai  fee  ol  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914 1,  volume,  and 
first  and  last  page  number  of  each  article  copied   ( lopying  for  Other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes  withoi 
express  permission  ofFoibes  or  the  copyright  ov  i    i  is  expressly  prohibited. 

Forbes  does  not  supply  back  issue.  To  order  reprints:  call  (212)  620-2220  or  fax  (212)  206-5118  or  e-mail  reprints@forbes.com 

(minimum  order  500);  to  request  permission  to  republish  an  article  call  (212)  620-2421  or  fax  (212)  206-5118. 

Reprints  reproduced  by  others  are  not  authorized. 

8  Forbes  ■  December  28,  IS 


Di 


1  r  iT 

^^E 

||*| 

1  m 

~j           ^^^B^k^I 

I 
i 

1  & 

I 

(l 

K$9 

H  H 

1  s 

_ 

When  running  a  department,  there  are  no  dress 
rehearsals.Which  is  why  you  need  a  server 
that  delivers  an  unforgettable  performance 
daily.  Designed  with  our  Highly  Parallel 
Systems  Architecture  and  dual  Pentium  II 
Lessors,  the  new  Compaq  ProLiant  3000  has  all  the  power  you 
i.  And  the  unmatched  availability  to  handle  today's  demanding 
artmental  applications.  To  see  how  it  outperforms 
competition  and  performs  under  budget,  contact 

pentium'H 

w.compaq. com/servers/performance  or  1-800-AT-COMPAQ. 

COMPAQ.  Better  answers. 


IBM,  53,98,  122,  143,  145 

Idealab!,  103 

IKON  Office  Solutions,  116 

Infoseek,  98 

ING,  142 

Ingram  Book,  101 

Inktomi,  101 

Intel,  98,  130 

Intuit,  98 

INZ,  142 

Irving,  David  K.,  22 


Jabil  Circuit,  132 
Jacksonville  Jaguars,  115 
Jenny,  Donald,  120 
JIST  Works,  104 
Johnson  &  Johnson,  132 
Johnson,  Kenneth,  104 
Jones,  Christina,  26 
Jones,  John  B.  Jr.,  53 
Jozoff,  Malcolm,  110 
Jupiter  Communications,  103 


Kaiser,  Robert,  98 
Kaplan,  Marty,  22 
Kapp,  Angela,  102 

Kashi,  90 

Ken  Crane's  Home 

Entertainment,  66 
Kennedy,  Randall,  55 
Kepes,  Gerald,  50 
Kerstetter,  Kerry  M.,  26 
Kevorkian,  Jack,  3 1 ,  36 
KeyCorp,  137 
Kia  Motor,  41 
Kimber  Kable,  66 
Kiss  My  Face,  90 
Kleiner  Perkins,  80 
Knowledge  Analysis 

Technologies,  47 
Kohls,  102 
Kuekes,  Philip,  22 
Kvamme,  Floyd,  80 


Lamb,  James,  148 
Larson,  Christopher,  104 
Estee  Lauder,  102 
Lazerson,  Marvin,  104 
Lebed,  Alexander,  26 
Lee,  Noel,  66 
Leming,  Paul,  140 
Lerner,  Sandy,  122 
Levatino,  Sean,  104 
Level  3  Communications,  65 
Levi  Strauss,  68,  98,  102 
Levitan,  Frank,  148 
Levy,  Mickey,  48 
Lieber,  Sam,  133 
Ligon,  Janie,  102 
Eli  Lilly,  143 

Lindner  Dividend  Fund,  138 
Lindsey,  Larry,  72 
Lockheed  Martin,  92,  136 
Long-Term  Capital 
Management,  145 
Lowe's,  145 

Lucent  Technologies,  55,  122,  130 
Lufthansa,  146 
Luzhkov,  Yuri,  26 
Lycos,  98 


MacDonald,  Neil,  122 
Maciolek,  Jerz.y,  140 
MacLeod,  Robert,  90 
Magennis,  John,  104 

10 


Mahathir  Mohamad,  41 

Manes,  Stephen,  104 

Marimba,  80 

Marshall  Mid-Cap  Value,  132 

Massaro,  Maria,  90 

Mattingly,  Ty,  116 

Maytag,  16 

McBride,  Darl,  116 

McGwire,  Mark,  26 

McHugh,  Christopher,  132 

MCI  WorldCom,  90,  130 

McKinley,  John,  55 

McKinsey,  83,  116 

McNally,  Howard,  65 

Merrill  Lvnch,  55 

Met  Life,'  144 

Mexicana,  146 

Mever,  Ron,  5 1 

Microsoft,  55,68,90,  116,  130, 

132, 145 
Milken,  Michael,  116 
Miller,  C.  Douglas,  22 
Mobil,  50 

Mobius  Management  Systems,  22 
Monster  Cable,  66 
Moore,  Randell  E.,  72 
J.P  Morgan,  72 
Morningstar,  132 
Morricone,  Ennio,  147 
Morrison,  Chris,  104 
Motro,  Harry,  98 
Mui,  Chunka,  98 


Nandkeolyar,  Shelley,  102 
NBC(GE),  98 
Neiman  Marcus,  86 
Nelson,  H.  Donald,  22 
Netscape 

Communications,  98,  130 
Network  Computing  Devices,  122 
Network,  147 

Newhall  Land  &  Farming,  133 
Nickles,  Don,  31 
Nine  West,  115 
Norrell,  22 

Nortel  Networks,  122 
Northern  Telecom,  55 
Northrop  Grumman,  92 
Novell,  55,  116 
Nunn,  Sam,  92 


O'Sullivan,  James  F.,  72 
Office  Depot,  132 
Oldman,  Mark,  83 
Oneita  Industries,  82 
Oracle,  80,  116 
Orman,  Suze,  118 


Packard,  David  W.,  80 

racketeer,  122 

Paltrow,  Gwyneth,  86 

Pano/-  Auto  Development,  104 

Panoz,  Dan,  104 

ParVest  Asset  Management,  101 

pcOidcr.com,  26 

jc:  Penney,  102 

PeopleSoft,  1 1 6 

Perlman,  Itzhak,  147 

Petroleum  Finance,  50 

Pfizer,  143 

Philip  Morns,  145 

Phillips,  147 

Pierce,  Andrew,  140 

Pierce,  David,  140 

Pinkerton's,  22 

Pittman,  Robert,  98 

Plaim.  Richard,  16 


Piatt,  Lewis,  53 

PLP  Digital  Systems,  104 
Polaroid,  90  ' 
Polese,  Kim,  80 
Pollock,  Stephen,  83     , 
PolvGram,  51 
Poses,  Fred,  22 
Precept  Software,  122 
Procter  &  Gamble^  110 
Prudential  Securities,  132 
Purcell,  David,  16 
Puryear,  Paul,  133 


Qantas,  146 
Quimby,  Roxanne,  90 

Qwest  Communications,  65 


Rahe,  Paul  A.,  104 

Raugust,  Karen,  56 

Rawat,  Manak,  120 

Raymond  James  &  Associates,  133 

Raymond,  Lee,  50 

Reischauer,  Robert,  104 

Reno,  Janet,  145 

Renwick,  Robin,  136 

Rickert,  Paul,  101 

Rite  Ad,  145 

Roberts,  Julia,  86 

Roth,  Steven,  133 

Ruzow,  Stephen,  86 

Ryback,  Eric,  138 


Saks,  86,  145 

Sales  Staffers  International,  90 

Salomon  Smith  Barney,  53 

Santa  Fe  Pacific,  133 

SAP,  116,130 

Sara  Lee,  82 

SAS,  146 

SBC  Communications,  26 

Henry  Schein,  132 

Schlichtmann,  Jan,  52 

Schulze,  Tristan,  147 

SCI  Systems,  53 

Seagram,  51 

Sears,  Roebuck,  16,  102 

Shank,  Gordon,  102 

Shapiro,  Albert,  102 

Sharma,  Samin,  120 

Sharper  Image,  55 

Shavitz,  Burt,  90 

Shoe  Carnival,  115 

Shuford,  Jamall,  1 15 

Silver,  Casey,  51 

Silvers,  Craig,  133 

Skadden,  Arps,  83 

Smith,  Fred,  104 

Snap-On,  L38 

SolutionBank,  116 

Kate  Spade,  86 

Spade,  Andy,  86 

Spade,  Kate,  86 

Spain  Fund,  136 

Sprint,  22,65,  130 

SR\,  116 

St.  Joe,  133 

Stockard,  Robert,  90 

Stone,  Christopher,  55 

Straight  Wire,  66 

Strickling,  Lawrence,  65 

Stringham,  Ned,  1 16 

Sun  Microsystems,  55,  130,  145 

Sutro,  133 

Su/t-  Orman  Financial  Group,  118 

Swirsky  Gold,  Lois,  52 


T  Rowe  Price  Mid-Cap 

Growth,  132 
T.  Rowe  Price,  136 
Tactical  Retail  Monitor,  102 
Tauber,  Gayle,  90 
Tauber,  Philip,  90 
TCI,  65 

Teets,  John,  110 
Tejon  Ranch,  133 
Telefonica,  136 
Tellabs,  130 
Thai  Airways,  146 
Theglobe.com,  98 
Thomas,  Jay,  102 
3Com,  122 
Ticketmaster,  51 
Times  Mirror,  133 
Travolta,  John,  52 
Tucker  Anthony,  56 
Turner  Investment  Partners,  132 
Turner,  Robert,  132 
Ty,  56 
Tyska,  Louis,  22 


U  S  West,  122 
UAL,  146 
Ukiah  Software,  122 
United  States  Cellular,  22 
Universal  Studios,  51 
Unz,  Ron,  80 
US  Airways,  146 
USA  Network,  51 


Vanderbilt,  Nicole,  103 

Varig,  146 

Vault  Reports,  83 

Veneroso,  72 

Verleger,  Philip  K.  Jr,  50 

VF,  102 

Vontobel  Eastern  Europe 

Equity  Fund,  136 
Vornado  Realty  Trust,  133 
Louis  Vuitton,  68 


Wal-Mart  Stores,  43 
Wanous,  John,  47 
Warburg  Dillon  Read,  140 
Warner-Lambert,  143 
Warren,  Charles,  26 
Weaver,  Delores,  115 
Weaver,  Jack,  148 
Weaver,  Wayne,  115 
Weiner,  Adam  J.,  26 
Wells  Fargo,  148 
West,  Robin,  50 
Wet  Feet  Press,  83 
Wheale,  Ernest,  68 
Whirlpool,  16 

Whitacre,  Edward  E.  Jr.,  26 
Whitfield,  Margaret,   56 
Whitman,  Martin,  133 
Wilhelm,  Karl,  116 
Winfrey,  Oprah,  118 
Wright  Equifunds,  136 

H^H   X,Y,Z 

Yahoo!,  98,  101,  103,  130 
Yergin,  Daniel,  50 
Zell,  Robert,  122 
Zitzner,  Duane,  53 


Forbes  ■  December  28,  ] 


. 


~ 


BellSouth  Flexible  Work  Solutions 


ml^mmm*^  ^- 


You    knew   you    could    CIO     it 
all,    you    just    didn't    know    you 

could  do  it  aii  a  t    o  n  c  e  . 

o  multi-tasking  on  a  high-speed  data  line  that  runs  your  PC,  phone  and  fax  all  at 
the  same  time.  Or  maybe  youd  rather  skip  the  line  altogether  with  wireless  data 
solutions.  Whatever  you  plan  to  accomplish,  BellSouth  has  everything  you  need  to  work 
smarter  at  home  or  at  the  office.  When  two-way  paging,  e-mail  and  data  transfers 
are  this  easy,  you'll  have  more  time  to  do  your  best  work.  Wherever  that  might  be. 


www.bellsouth.com 


©BELLSOUTH9 

The  Neighborhood  Whiz  Kids" 


1 1 


fr 


HP  Color  Layering.  Better  color,  no  matter  what  you're  printiii- 

Ahh,  the  world  of  big  business.  How  do  we  fit  in?  Nicely,  what  with  our  n 
inkjet  office  printer,  the  HP  2000C  Professional  Series.  It's  fast,  networkable  a 


HP2000C 

Professional  Series,  $799'. 


I 


tiers  our  exclusive  PhotoREt  Color  Layering  technology.  Unlike  conventional  color  printers,  which  place  red 
«s  next  to  yellow  dots  to  create  the  illusion  of  orange,  our  process  literally  mixes  the  colors  to  create  real 
•  nge.  Or  purple.  Or  tons  of  other  colors.  All  at  an  impressive  4ppm.  Visit  www.hp.com/go/officecolor. 


lines 


Forbes 


■i      Editor 

JAMES  W.  MICHAELS 

■      Managing  Editor 
William  Baldwin 
Executive  Editors:  Lewis  D'Vorkin,  Dennis  KneaJe 
Assistant  Managing  Editors: 
Jean  A.  Briggs,  Tim  W.  Ferguson. 
Steve  Kichen,  Stewart  Pinkerton 
Art  and  Design  Director  Everett  Halvorsen 
Editorial  Business  Director:  \  ictona  Ruggiero 
National  Editor.  Robert  Lenzner 

Senior  Editors:  Phyllis  Berman,  Peter  Brimelow,  Thomas  Easton,  Bern-  Franklin, 
Man1  Beth  Grover,  Thomas  Jane,  Steven  D.  Kaye,  Paul  Klebnikov,  Rita  Koselka 
(Silicon  \  alley  I ,  Joshua  Levine,  Daniel  Lyons,  Dyan  Machan,  Marlene  Mandel, 
Brigid  McMenamin,  Katarzv-na  Moreno,  Peter  Newcomb,  Adam  L.  Penenberg, 
Tom  Post,  Lam1  Reibstein,  Philip  E.  Ross,  Laura  Saunders,  Matthew  Schifrin, 
Merrill  Vaughn 

Contributing  Editors:  Stephen  Manes,  Richard  C.  Morais,  Richard  Phalon, 
Srikumar  S.  Rao,  Edwin  S.  Rubenstein,  Dero  A.  Saimders,  Dan  Seligman, 
Jeffrey  Young 

Associate  Editors:  Susan  Adams,  William  P.  Barren,  James  M.  Clash, 
Kerry  A.  Dolan,  Benjamin  Eulford.  Enc  S.  Hardy,  Nikhil  Hutheesing,  Dolores  A. 
Lataniotis.  Deborah  iVIarkson-Katz,  Zina  Moukheiber,  Maura  Smith 
Staff  Writers:  .Alexandra  Alger,  Bernard  Condon,  Robert  Goff,  John  Gorham, 
Carleen  Havvn,  Stephan  Hen-era,  Luisa  Kroll,  Caroline  Wavier,  Scott  Woolley 
Senior  Reporters:  John  H.  Christy,  Carrie  Coolidge, 
William  Heuslein,  Scott  McCormack,  Ben  Pappas 
Reporters:  lav  Akasie.  Scott  Bista>i,  Erika  Brown,  Katherine  Bruce, 
Cedle  Daurat,  Doug  Donovan,  Ashlea  Ebeling.  Stephane  Fitch, 
Leigh  Gallagher,  Joanne  Gordon,  Anne  Granncld.  Peter  Kalka,  Tomas  Kellner, 
Josephine  Lee,  Colleen  Mastony,  Morgan  Murphy.  Shailaja  Neelakantan, 
Brett  Nelson,  Richard  Pinto,  Juliette  Rossant,  Adrienne  Sanders,  Silvia  Sansoni, 
Dolly  Setton 

Washington  Bureau:  Janet  Novack,  Peter  Spiegel,  Chandrani  Ghosh, 
Cristina  von  Zeppelin 

West  Coast:  Seth  Lubove,  Deputy  Manager:  Robert  La  Franco. 
.Ann  Marsh.  Kellv  Barron,  Anne  Linsmaver,  Hildy  Medina 
Silicon  Valley-  Enc  Nee,  Manager;  Julie  Pitta.  Josh  McHugh,  Amy  Doan 
Midwest:  Bruce  Upbin,  Manager:  Michelle  Conlin,  Brandon  Copple  (Chicago); 
Terril  Yue  Jones,  Manager  (Detroit) 

Southwest;  Christopher  Palmeri,  Manager;  Toni  Mack,  Daniel  Fisher. 
Mary  Summers 

Europe:  Howard  Banks.  Manager 
Pacific:  .Andrew  Tanzer,  Manager  ( Hong  Kong); 
Neil  Weinberg,  Manager;  Kazumi  Miyazawa  (Tokyo) 
Columnists:  Laszlo  Birinyi  Jr.,  Marilyn  Cohen,  David  Dreman, 
Kenneth  L.  Fisher,  Jerry  Flint,  Joseph  R.  Garber,  David  P.  Goldman. 
Steve  H.  Hanke,  Peter  Huber,  Guy  Kawasaki,  Andrew  J.  Kessler, 
Robert  S.  Salomon  Jr.,  A.  Gary  Shilling 

Art  Department:  Ronda  Kass,  Deputy  .Art  Director,  Anton  Klusener, 
Jeanette  Koum]ian,  David  Lada,  Steven  Ramos,  Associate  Art  Directors; 
Catherine  Bellanca,  Alexandra  Gregson,  Meredith  Nicholson,  Photo  Editors; 
Janice  Pikev,  Susan  Mettler,  Photo  Editors  and  Research;  Leslie  Kppen,  Contributing 
Photo  Editor,  Loma  Bieber,  Photo  Research;  Robin  Rcgensburg,  Traffic 
Statistics:  Michael  K.  Ozanian,  Editor,  .Ann  C.  .Anderson,  Scon  DeCarlo. 
Tina  Russo  McCarthvr,  Shlomo  Z.  Reifman,  Senior  Editors;  Kurt  Badenhausen. 
Associate  Editor;  Thomas  G.  Condon,  Robert  I  C'yran,  (  eoly  J.  Fluke,  Eileen 
Henderson,  Roben  J.  Sherwood.  William  A  Sicheri.  Brian  Zajac,  Researchers 
Direaor  of  Editorial  Programming:  Mitchel  Rand; 
John  Chamberlain,  Senior  Programmer;  Tuan  T  Nguyen 
Copy  Desk:  Peter  Anthony,  Caroline  Herrick,  Michael  O'Brien. 
Suzanne  O'Neill,  Craig  Silver 

Proofreaders:  .Arthur  Abramowitz,  Chief;  David  J.  Fleischmann,  Deputy; 
Sherry  F.  Belman,  Daniel  Deming,  Susan  R  Goldberg,  James  Neu 
Director  of  Information  Services:  Anne  P  Mint/ 
Information  Center  Naomi  S.  Prall,  Senior  Information  Specialist; 
Natalie  Cannestra,  Clarita  Jones.  Irene  Richards,  ludith  Rv.in.  Information 
Specialists;  Luis  Collazo  Jr.,  Jaculine  Daniel,  Queenie  Flake,  Vmcella  Miller.  Staff 
Director  of  Manufacturing  and  Production:  Peter  1  Pallans; 
Edward  B.  Morgan,  Peter  Althoff.  Donald  Althoff",  Linda  Byron  Glucksman, 
Donald  R  Conwav.  Vk  Fauss,  Nancy  Puskuldpan,  Minsun  Baglicn 
Director  of  Photocomposition:  James  (  ianelli; 
Mark  Decker,  Assistant;  Elena  Lopez,  Richard  Nobile;  Carmen  Kasem. 
Migdalia  Barrcto,  Fernando  Perc/ 

Direaor  of  Editorial  Information:  Raymond  F.  Healev  Jr 
Director  of  Editorial  Technology:  Fredrick  1    Mavnor; 
Louie  Torres,  Carolyn  Buonocore.  Constantine  Leovaris 
On-line:  David  (  hurbuck.  Sabma  Forbes  II,  [ohn  MoschcUD,  Michael  N'oer 
™  Forbes  Global  Business  &  Finance 
Editor  LvvRhNC  E  Minard  Deputy  Editor:  Nigel  Hollow  ay 
Art  Director  Robert  Mansfield  Aworialf  Editors:  Deborah  Orr. 
Kari  Shmavonian  Staff  Writer:  Imtin  Doebek  Reporters:  Heidi  Brown. 

I  kirkman  Photo  Editor  Mkhele  Hadlcm  ColumnLsts:  Philip  Bowing, 
Man  Faber,  George  Older,  .Andrew  I  Krieger,  Uwe  Parpart,  David  Roche 
Production  Manager  Alan  Biedcrman 
In  ,'icolas  Vassalli 

■i  FOUNDED  IN  1917 
Bel,      ES   1  d.ior-in-Chicf  (1917-1954 

Editor-in-Chief  (1954  1990) 
a  PAID  CIR(  .1  I  VTION  OVER  "65,000 
Printed  in  U  S  A 


14 


Brigid  McMenamin 


Truth  in  packaging 

I'M  resigned  to  getting  angry  letters 
from  people  who  will  see  this  issue's  cover 
story  and  accuse  Forbes  of  telling  kids 
they  shouldn't  bother  with  college.  To 
save  time,  I'm  going  to. play  devil's  advo- 
cate and  interview  the  author,  Brigid 
McMenamin. 

Brigid,  you  have  a  bachelor's  degree  from 

Cornell  and  a  law  degree  from  Fordham. 

Where  do  you  get  off  telling  kids  they  don't 

have  to  go  to  college?  ■■■■ 

Jim,  college  was  wonderful  for  me.  And 

since  I  wanted  to  be  a  lawyer,  I  needed  that  law  degree.  But  nil 

every  kid  wants  to  be  a  doctor  or  lawyer  or  physicist,  and  college 

not  for  everyone.  What's  unfair  is  that  we  make  it  tough  for  youi 

people  to  get  a  job  unless  they  pay  danegeld  to  a  four-year  colic 

to  get  a  certificate  that  says  it's  okay  to  employ  them.  My  artii 

shows  how  some  smart,  determined  youngsters  have  done  just  fi 

without  a  sheepskin. 

By  the  way,  what  did  you  do  with  that  law  degree,  Brigid? 

I  practiced  for  four  years  with  Wall  Street  firms.  I  didn't  enjl 

it  one  bit. 

How  came  you  to  magazine  writitig? 
I  thought  it  would  be  more  fun. 

Is  it? 

Definitely  and  enthusiastically,  yes.  Unfortunately,  the  money's  rj 

nearly  as  good. 

I  could  see  I  was  getting  into  hot  water  and  ended  the  dialog  I 
But  read  "The  tyranny  of  the  diploma."  It  starts  on  page  104.  l| 
not  a  diatribe  against  higher  education.  It's  an  argument  for  trut 

packaging. 


The  business  model  on  which  mai iv  of 
most  popular  Internet  businesses  were  b 
isn't  working.  Before  you  put  any  m«[ 
money  into  hot  Internet  stocks,  nl 
'•World  Weary  Web."  Reported  by  Li 
Kroll,  Julie  Pitta  and  Daniel  Lyons  c 
edited  by  Dennis  Kneale,  it's  on  page  9  f 

Tom  Sowell's  many  fans  know  him  a* 
economist  who,  unlike  most  in  the  pro 
sion,  can  range  with  erudition  across 
Dennis  Kneale  social  sciences;  his  many  books  delve  i 

mmBHM  philosophy,  history,  sociology.  What  t 

probably  don't  know  is  that  Sowell  is  al: 
talented  amateur  photographer.  I  hope  they  get  as  much  pleasur 
I  did  from  his  essay  comparing  photography  with  economics.  Aca 
panying  it  is  a  small  sampling  of  his  work  (p.  149). 


^S    Editor 
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Go  out  to  eat.  Way,  way  out. 


d  of  paddling  down  the  stream  of  monotony,  why  not  a  change  of  scenery  < 


The  new  Ford  Explorer  Limited  is  the  perfect  choice  to  make  a  smooth  transition  to  a  new  setting. 


Look,  we  all  need  a  break  from  the  local  scene  routine. 


New  1999  Ford  Explorer  Limited 


Leather  seating  surfaces.    2go-watt  MACH®  audio  system. 

v  available  side-impact  airbags.    Available  Control-Trac  system  for  automatic  4WD  traction  when  needed.       "  rj| }  |  gj 

fvnlnrpr  i<:  n  I  n\/j  Fmissinrv:  \/phirlp  thnt  runs  rleanpr  than  most  nas^pnaer  cars  on  the  road  todav      k.."*  *w  ""***] 


Explorer  is  a  Low  Emissions  Vehicle  that  runs  cleaner  than  most  passenger  cars  on  the  road  today. 

1st  quarter  1999.  Always  wear  your  safety  belt  and  secure  children  in  the  rear  seat. 


1-800-258-FORDor 
www.fordvehicles.com 
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Number  of  taxpayers  hit 
by  the  AMT  (millions) 


'98  '00  '02  '04  '06  '08 

Source:  Office  of  Tax  Analysis, 
U.S.  Treasury  Department. 
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Edited  by  Susan  Adams 

Alternative  minimum  mess 

Forbes  sounded  an  early  alarm 
(Dec.  2,  1996)  on  the  Alternative  Min- 
imum Tax.  We  predicted  it  would  hit 
the  middle  class  hard,  even  though  it 
was  intend- " 
ed  to  pre- 
vent the  rich 
from  using 
too  many 
tax  shelters. 

The  chart 
here  tells  all. 
You  can 

thank  Con- 
gress. It  has 
allowed  the 
AMT  to  can- 
cel out  the 
same  tax  breaks  that  it  had  tailored  for 
middle-class  families.  About  800,000 
moderate-income  families  stood  to 
lose  child,  education  or  other  family 
tax  credits  to  the  AMT  in  1998.  Among 
the  potential  losers  was  a  single  mother 
of  four  we  profiled  last  year  (Dec.  29, 
1997).  She  had  an  adjusted  gross 
income  of  less  than  $58,000. 

In  October  Congress  adopted  a 
one-year  Band-Aid.  Families  who 
don't  otherwise  owe  AMT  won't  lose 
credits  on  their  1998  returns.  But  the 
fix  is  temporary,  and  does  nothing  to 
deal  with  another  AMT  problem: 
bracket  creep.  Because  income 
exempt  from  the  AMT  (just  $45,000 
for  a  married  couple)  isn't  adjusted 
for  inflation,  the  number  of  taxpayers 
subject  to  the  AMT  continues  to  climb. 
-Janet  Novack 

Domestic  bliss 

Even  before  global  markets  started 
looking  shaky  two  years  back,  Maytag 
Corp.  was  struggling  overseas.  We 
lauded  Chairman  Leonard  Hadley  for 
shutting  down  most  of  the  Newton, 
Iowa  appliance  maker's  operations 
abroad  (Mm:  10,  1997).  International 
sales  dropped  from  21%  of  the  total  in 
1990  to  2%  today. 

The  move  looks  even  smarter  today. 
Maytag  blitzed  shoppers  with  nifty  new 
appliances,  notably  the  $1,100  Neptune 
front-loading  washing  machine.  Sears 
\\  as  so  hot  for  the  Neptune  it  agreed  to 
carry  Maytag  appliances  in  the  U.S.  and 
Canada  for  the  first  time. 


70  years  ago  in  For 


October  15,  192i\ 

3  Some  day  the  market  will  break — and  in  ml 

judgment  it  will  break  very  badly.  But  ther| 

is  no  guarantee  that  quotations  will  not  fin 

be  carried  to  still  dizzier  height;| 

B.C.  Forb 

15  years  ago  in  Forbe 

December  5,  198\ 

An  old  Russian  tradition  is  getting  out  i 
hand.  Soviet  generals  are  complaining  th<j 
their  troops  must  spend  too  much  tirr| 
with  hoes  instead  of  bayonets,  working  i 
sovltbozes,  military  farm  plots  used  to  surj 
plement  chow-line  menus.  Four  years  < 
poor  harvests  have  forced  even  rocket  sp^ 
cialists  to  pick  weeds,  according' 
Advanced  International  Studies  Institute,] 
Washington-based  group  specializing 
Soviet  affairs.  Writing  in  a  Soviet  milita 
journal,  the  commander  of  Soviet  ICBjl 
forces,  Marshal  V.  Tolubko,  objected  vehJ 
mently  to  the  waste  of  missile  specialist! 
time  in  food  growing,  arguing  that  threal 
from  the  hated  imperialist  requinl 
increased  combat  readiness  at  evel 
launch  paj 

10  years  ago  in  For 

December  26,  19i\ 

Paul  Volcker,  [ex-chairman]  of  the  Fedeq 

Reserve  Board,  is  now  chairman  of  Jan 

D.  Wolfensohn,  Inc.  .  .  .  Even  as  he  makj 

the  transition,  he  can't  help  but  keep 

eye  on  his  old  turf.  He's  worried  that  Jul 

bonds,  bridge  loans  and  leveraged  buyoif 

could  bring  down  a  major  bank  or  brokj 

age  house  at  some  poi  J 

December  26,  19\ 
Foreign  investors  are  back  into  the  Toll 
market  in  force.  Interesting  timing.  Sof 
local  investors  are  now  getting  out. 
U.S.  managers  do  not  seem  particuUl 
worried  about  signs  that  Japanese  indivl 
ual  investors  are  selling  as  they  are  buyif 
It  may  well  be  as  the  managers  suggf I 
Most  of  the  selling  is  coming  oir[ 
lesser-quality  stocks  that  have 
fared  as  well  as  top-tier  issil 
But  there  are  other  fad| 
to  keep  a  weather  eye 
The  upcoming  spring  wage  settlemel 
may  be  among  the  most  expem 
Japan  has  had  to  absorb  in  several  ye 
Protectionism  abroad  is; 
a  growing  worry  for  Japan,  as  is  increa: 
competition  from  other  Asian  counti 
Playing  for  a  big  drop  in  the  Tokyo  ma 
has  been  a  fool's  game  for  a  long  ti  | 
but  one  day  it  will  happen.  Nothing  goe: 
forever,  not  even  Japanese  sto  I 
[The  Nikkei  225  was  then  at  29686;  | 
now  at  14723  - 
-Edited  by  Dolores  Latan 
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^u  can  be  young 


sunun 


money, 


)ut  you  can't  be  old 
vithout  it." 

Tennessee  Williams 

M  as  little  as  $100  a  month  through  Easylnvestr 

ou're  young,  it  can  be  hard  to  even  imagine  retirement,  much  less  save  for  it.  But  with  our  Easy  Invest™ 
am,  it  reall)  is  easy  to  plan  lor  retirement.  You  can  invest  in  one  of  our  mutual  funds  for  as  little  as  $100 

-nth.  And  the  money  s  deducted  automatically  from  your  checking  account.  It's  pretty  close  to  painless. 

i  leam  more,  call  one  of  our  Financial  Advisors.  They'll  do  a  personalized  analysis  of  your  financial  situation, 
they'll  show  you  which  funds  can  help  you  meet  your  individual  goals. 


Morgan  Stanley  Dean  Witter  Family  of  Funds 


1  888  THE  DEAN  /  WWW.DEANWITTER.COM/FUNDS 


MORGAN  STANLEY  DEAN  WITTER 

Measuring  suceess  one  investor  at  a  timeSM 


?send  monT^  ^  *  pr0SpectuS'  which  contains  complete  information  on  risks.  charges  and  expenses.  Read  the  prospectus  carefully  before  you 

TtHnll  freHefservice  tnat ua|lows  you  to  invest  automatically  from  $100  to  $5,000,  semimonthly,  monthly  or  quarterly,  on  days  you  designate  The 

rni  nt  rJn  h  ZT  C  I'f9  ?r  SaVmgS  aCC0Unt  IRt0  y0Ur  existing  Mor9an  Stanley  Dean  Wilter  mutual  fund  account.  ^  most  of  our  funds a 

XL  ?  « n°npen!   ^rough  fasy/wesf  with  a  minimum  initial  investment  of  $100.  However,  your  investment  schedule  must  result  in  investments 

ng  markets        '"         §t  ^  months'  °f  C°UrSe' SyS,ematiC  inveStment  plans' like  Easylmest'  cannot  assure  a  Profit  or  Proted  againsla Ls^n 

n  Stanley  Dean  Witter  is  a  service  mark  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  Dean  Witter  Reynolds  Inc..  member  SIPC. 
8  Morgan  Stanley  Dean  Witter  Distributors  Inc.  Member  SIPC. 
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foreword  by  Timothy  C.  Forbes 
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So  far  this  year,  Maytag's  applianc 
sales  are  up  20%,  way  above  th 
industry  average  of  8%.  And  th 
machines  sell  at  80%  to  100%  premi 
urns  to  other  brands.  Maytag's  proi 
its  should  be  up  53%  in  1998,  an> 
the  company  is  quickly  closing  th 
sales  gap  with  Whirlpool  and  Genet 
al  Electric.  In  the  year  and  a  half  sine 
our  story  appeared,  Maytag  stock  hi 
risen  163%.  -Bruce  Upbii 


Printer  wars 

In  the  shadow  of  Hewlett-Packan 
David  Purcell  has  fought  hard  to  kee 
his  wide -format  color  printer  comp, 
ny,  Encad  Inc.  of  San  Diego,  Calif.,  c 
track.  In  the  1980s  HP  nearly  pi 
Encad  out  of  the  business  of  sellir 


F: 
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Encad  founder  David  Purcell 
Why  is  this  man  smiling? 


printers  to  engineers.  But  when  > 
wrote  about  Encad  last  year  (Aug.  ■ 
1997),  the  company's  superfast  col 
printers  were  finally  beating  HP  mod 
in  the  graphic  arts  market,  whi 
Encad  pioneered. 

HP  struck  back  in  the  spring,  inu 
ducing  improved  printing  technolc 
and  an  aggressive  rebate  program.  1 
meltdown  in  Asia  didn't  help  eith 
Revenues,  $149  million  in  1997,  h; 
Men  at  least  10%  in  1998. 

In  November  President  Rich. 
Plante  resigned.  Purcell,  60,  who  I 
year  retreated  from  day-to-day  ope 
tions,  has  returned  to  hands-on  m 
agement.  "I'm  back,"  Purcell  . 
nounced  to  employees,  who  gave  1 
a  standing  ovation.  But  it's  going 
take  a  lot  more  than  applause  to  h 
Encad.  Its  stock  dove  from  $40  at 
end  of  1997  to  a  recent  $4. 

-Ann  Marsh 
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Finally, 

a  technology  event 

I  comes  to  New  York  ready  to 

HIT  the  STREET 


Think  of  it  as  high  tech  meets  high  finance.  It's 
where  everyone  from  MIS  directors  to  portfolio 
managers  to  insurance  and  banking  executives 
can  test-drive  next-generation  technologies  that 
are  transforming  financial  services.  It's  the 
digital  future  on  display  in  real  time  —  computer 
networks,  transaction  processing,  24X7  servers 
and  the  new  world  of  specialized  financial  appli- 
cations. Plus  an  expert-led  conference,  developed 
by  GartnerGroup,  will  examine  everything  from 
online  brokerage,  insurance  and  banking  services 
to  security  and  encryption  issues. 


you 


Now,    T 
isn't  it  high  time 


.      HIT  the  STREET? 


I  TwallStreet  '99 

The  Technology  Event  for  Financial  Services 

February  23-25,  1999  •  Jacob  K.  Javits  Convention  Center  •  New  York,  New  York 


For  information  on  attending  or  exhibiting,  hit  the  Web 
at  www.itforwallstreet.com  or  call  781-433-1562. 


Conference  produced  and  developed  by 

©  GartnerGroup 
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November  3,  1998,  3:06  a.m. 

A  Dell  customer  checks  the  status  of  her  order  at  the  company's  Web  site, 

and  finds  her  answer  immediately.  Dell  gets  one  happy  customer. 

Incidentally,  400,000  Dell  customers 

check  their  orders  at  the  company's  Web  site  each  month. 


©  1998  Microsoft  Corporation  All  rights  reserved.  Microsoft.  BackOffice.  Windows  NT,  and  Where  do  you  want  to  go  tod; 
Otner  product  and  company  names  mentioned  herein  may  be  the  trademarks  of  their  respective  owners 
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A  few  more  examples 
of  commerce  solutions 
in  action: 

barnesandnoble.com 

offers  online  shoppers 
split-second  searches 
and  inventory  status 
on  millions  of  books. 

EddieBauer.com 

features  personal 
wish  lists,  a  reminder 
service  for  important 
dates,  and  more 
products  than  their 
largest  print  catalog. 

Starbucks.com  is  a 
new  way  for  Starbucks 
fans  to  experience 
the  coffee,  company, 
and  culture  of  Starbucks. 


built  its  commerce  solution  on  a  Microsoft®  platform  of  Windows  NT®  Server  and  the 
*:kOffice!  family,  because  the  products  scaled  easily  to  meet  its  growing  capacity  needs 
'>!  its  $2  billion  in  annual  online  sales.  You,  too,  can  quickly  build  a  commerce  solution 
■  this  scalable,  flexible  platform  starting  with  many  of  the  systems  you  already  have,  along 
•h  an  industry  of  partners,  to  address  your  specific  needs.  To  find  the 

lit  partner  who  can  best  help  you,  or  to  get  the  free  Digital  Nervous         MlCFQSOft 
ktem:  Commerce  Solutions  CD,  visit  www.microsoft.com/dns  Where  do  you  want  to  go  today?" 
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What's  worrying  top  executives/edited  by  Katarzyna  Moreno 
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By  Dolly  Setton 

We  asked  top 
executives  to 
peer  way  into 
the  future- 
say  40  years- 
arid  tell  us  what 
they  think  their 
businesses  will 
be  like. 
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"In  the 
future 
we  will  be 
watching 
a  lot  of 
reruns." 


David  Irving, 
chairman, 
NYU  Film  & 
Television  program 


Mitchell  Gross 

President  and  Chief  Executive  Officer 
Mobius  Management  Systems,  Inc. 
The  role  of  the  Fed  is  going  to  be  even  more 
important  than  today  because  we  will  be  using 
electronic  cash.  Transactions  will  not  go 
through  intermediaries  but  directly  from 
buyer  to  seller.  The  major  impact  will  be  mon- 
umental increases  in  the  turn  of  money  in  the 
economy.  When  you  buy  electricity  today  the 
delay  in  the  payment  chain  is  20  days.  In  the 
future  it's  going  to  happen  within  a  day 

The  possibilities  of  manipulation  or  hysteria 
affecting  the  supply  of  money  will  be  much 
greater  than  today  With  money  moving  that 
fast,  there's  more  unpredictability  and  less 
time  to  react.  The  Fed  will  have  to  install 
some  kind  of  a  circuit-breaker  system — like 
the  one  that  we  now  have  on  the  stock 
exchange — for  our  cash  transactions. 

C.  Douglas  Miller 

Chief  Executive  Officer  and  Chairman 
Norrell,  Inc. 

Managers  won't  manage  people.  Workers  are 
going  to  be  in  the  mountains,  beaches  or  even 
in  space.  They're  going  to  be  individual  pro- 
ducers, selling  to  multiple  organizations,  and 
compensated  by  the  value  of  their  output  as 
opposed  to  the  time  spent  producing. 


Managers  will  have  to  figure  out  how  to 
source  what  they  need,  and  make  it  attractiveij 
for  the  workers  to  work  for  them  rather  than  | 
for  someone  else.  The  managers'  challenge 
will  be  to  put  in  place  the  networks  that 
manage  the  output  of  these  individuals.  The\ 
will  be  managing  the  processes  and  not  the 
emplovees.  It's  going  to  be  management  by 
influence  and  not  bv  direction. 


Fred  Poses 

President  and  Chief  Executive  Officer 
AlliedSignal  Inc. 

Life  cycles  of  products  will  become  much 
shorter.  There  will  be  a  lot  of  information 
about  the  products,  extracted  maybe  straigh' 
from  the  consumer's  mind  through  a  chip 
implanted  in  his  head.  The  producer  will 
know  exactly  what  the  customer  wants.  The 
customer,  in  turn,  will  have  perfect  informa- 
tion about  anv  product  he  or  she  wants. 

It  will  be  like  a  negative  auction.  If  you 
make  products  that  aren't  different  or  cheap 
than  your  competitors'  you  will  be  out  of 
business.  And  even  if  you  can  figure  out  ho\ 
to  use  the  information  and  tailor  your  prodi 
to  exactly  what  [Joe  or  Mary  Smith]  wants, 
the  life  cycle  for  that  product  is  going  to  be 
very  short,  because  everyone  is  going  to  kn( 
about  this  successful  product  and  copy  it 
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I  Saw  Stern  Stewart's  EVA  Work 
At  Eli  Lilly  At  Guidant,  I  See  EVA 
Workingjfcnders." 


James  M,  Cornelius 
Chairman.  Guidant  Corporation 


'Fall  of  1993.  the  Hi  i  Lilly  board  of  directors  invited  Stern 
:  Managing  Partner  Joel  Stem  to  educate  us  in  the  use  of 
ic  Value  Added  1  EVA  )  both  as  a  measurement  tool  and  a 
I  incentive  system.  We  later  decided  to  launch  EVA  at  Lilly,  and 
),  I  presided  over  its  implementation.  1  saw  EVA  work  at  Eli 
[  Guidant.  I  see  it  working  wonders 

put  simply,  is  net  operating  profit  after  taxes  minus  a  charge 
icost  of  the  capital  necessary  to  generate  that  profit.  EVA  tells 
ether  you  are  beating  your  cost  of  capital  and,  if  you  are  not, 
;you  to  rethink  your  business  strategy.  In  1994,  Lilly  tied 
I  cash  bonuses  of  our  senior  managers  to  E\A  profit  improve- 
(Frorn  1995  to  1997,  Lilly  stock  increased  524",,  while  the  S&P 
I  creased  1 1 1%  and  a  peer  group  of  1 1  other  pharmaceutical 
lies  increased  about  200%.  So.  when  we  launched  Guidant 
[we  brought  EVA  with  us. 

it  was  formed  in  1994  as  a  spinoff  from  Lilly  of  five  medical 
J  companies  which  we  combined  to  focus  on  cardiovascular 
|8.  Over  60  million  people  in  the  U.S.  suffer  from  some  form 

disease.  Treatment  costs  exceed  SI  SO  billion  a  year.  In  four 
i  we've  developed  into  a  $2  billion  business  with  a  new-product 
he  that  promises  continuing,  powerful  growth  in  the  years 
head. 

ioneered  the  implantable  defibrillator  to  treat  abnormally  fast 
ythms.  Today,  we  are  the  only  company  to  market  a  dual 
r  device  containing  both  a  pacemaker  and  a  defibrillator.  We 
global  leader  of  sophisticated  device  implants  to  treat  cardiac 
hmias.  We  are  a  leading  manufacturer  of  stents  and  catheters 
0  prop  open  blocked  coronary  arteries.  Experts  will  tell  you 
le  implantable  defibrillator  and  the  coronary  stent  represent 
0  most  critical  products  in  cardiovascular  technology  today, 
ght  now,  we  are  the  leaders  in  both  areas. 

Jidant,  we  linked  management  bonuses  to  Stern  Stewart  EVA 
mance  targets  and  delivered  stock  ownership  thorough  our 
is  program  for  all  management.  If  a  target  acquisition  isn't 


E\A  positive  here,  we  don't  do  it.  We  pay  EVA  performance  bonuses  to 
Guidant  technologists  who  develop  new  products  within  specified 
time  frames,  and  we  are  seeing  product  innovation  here  that  we've 
never  seen  before.  All  our  employees  are  Guidant  shareowners  today, 
and  they  are  performing  at  levels  we've  never  before  experienced. 

"One  hundred  dollars  invested  in  Guidant  stock  in  1994  is  worth 

over  $1,000  today.  We've  added  almost  $10  billion  of  market  value 
in  four  years  and  almost  $200  million  in  EVA  profit  improvement. 

"I'm  convinced  these  results  are  largely  because  of  EVA  and  because 
our  people  have  stock  ownership  in  the  company.  They  keep  look- 
ing for  ways  to  improve  our  business  because,  at  the  end  of  the  day, 
a  significant  share  of  their  annual  cash  bonuses  are  tied  to  EVA 
improvement  and  to  holdings  of  Guidant  stock  in  their  benefit  and 
retirement  plans.  All  that  they  have  accomplished  couldn't  have 
been  done  without  EVA." 


STERN  STEWART'S 


Stern  Steivart  has  helped  hun- 
dreds of  large  and  middle- 
market  companies  worldwide 
implement  its  EVA  financial 
management  and  incentive 
compensation  system.  Get  the 
full  story  in  the  firm  s  newest 
book  on  how  corporations 
are  using  EVA  to  achieve 
unmatched  performance.  For 
more  information,  contact 
Al  Ehrbar  at  (212) 

261-0600.  Aimmr 

mwmw.ir. 
■■■'«-..■ 

Stern  Stewart  &  Co. 

THE  EVA  COMPANY® 

www.eva.com 


©  All  rights  reserved  for  Stern  Stewart  &  Co   EW"  is  a  registered  trademark  of  Stern  Stewart  &  Co. 
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my  mind 


"We  are 
going  to 
take  poten- 
tially violent 
people  and 
use  drugs  to 
genetically 
alter  their 
genes." 


Louis  Tyska, 
managing  director, 
Pinkerton's  Inc. 


Philip  Kuekes 

Researcher 

Hewlett-Packard  Laboratories 

If  we  can  build  computers  the  size  of  a  bac- 
terium, then  you  could  essentially  slop  a 
bucket  of  computer  paint  on  your  wall,  and 
the  bacterium-size  computers  will  all  talk  to 
each  other.  Work  is  going  on  at  mit  to  investi- 
gate methods  of  making  these  nanocomputers 
self-organizing.  In  this  way  you  can  have 
smart  walls,  which  might  change  their  pattern 
or  reconfigure  when  you  enter  the  room. 

Similarly,  you  can  imagine  very  inexpensive 
self-designing  and  self-assembling  fabrics, 
or  a  whole  new  cosmetics  industry  based  on 
cosmetics  that  you  could  self- adjust. 

All  of  this  will  start  to  become  affordable  in 
about  40  years. 

H.  Donald  Nelson 

Chief  Executive  Officer  and  President 
United  States  Cellular  Corp. 

We'll  be  in  contact  with  satellites,  and  satel- 
lites will  know  exactly  where  we  are  and  send 
us  the  information  we  need.  The  technology 
exists,  the  satellites  are  in  place,  but  it's  still 
very  expensive.  In  the  future  it  will  be  afford- 
able for  everyone.  We'll  just  say  where  we 
want  to  go  and  the  directions  will  come  up  on 
our  glasses.  If  you're  in  your  car,  the  informa- 
tion will  appear  on  your  windshield. 

The  bad  side  is  that  the  satellites  will  always 
know  where  we  are. 

Marty  Kaplan 

Chief  Technology  Officer 
Sprint  Corp. 

Future  technology  will  give  me  back  the  time 
that  I  miss  so  badly.  I  will  be  virtually  present 
anywhere  I  want,  whether  at  a  football  game 
or  a  favorite  store.  For  example,  I  won't  need 
to  try  on  a  suit  when  I  can  virtually  go  to  the 
inventory  of  the  stores  I  shop  with  and  put 
that  suit  on,  see  how  it  looks  on  me,  order  it 
and  have  it  delivered.  I  will  do  this  through  a 
computer  interface  in  my  watch  or  shirt 
pocket. 

Dr.  Michael  Goldberg 

Chief  Executive  Officer  and  Chairman 
Emisphere  Technologies,  Inc. 

Thanks  to  enhanced  understanding  of  the 
genetic  code,  drugs  will  be  targeted  to  the 
right  group  of  patients  rather  than  to  a  broad 
group.  Now  we  say  1  out  of  3  women  over 
the  age  of  60  has  osteoporosis.  In  the  future 
we  might  be  saying  1  out  of  20  women  with 


osteoporosis  has  the  type  that  can  be 
addressed  with  this  type  of  drug;  20%  fall 
under  a  different  genotype  and  we  should  use 
a  different  type  of  drug.  We  will  see  fewer 
side  effects  and  better  efficacy.  This  will 
begin  in  the  next  few  years;  in  40  years 
it  will" be  routine. 

Louis  Tyska 
Managing  Director 
Pinkerton's  Inc. 

In  the  future  social  dysfunctions  are  going  to 
be  chemically  treated.  We  already  deal  with 
our  personality  disorders  and  moods  with 
medications.  We  are  going  to  take  potentialh 
violent  people  and  use  drugs  to  genetically 
alter  their  genes  to  control  their  aggression. 
In  this  way  we  will  achieve  huge  savings  fron 
not  having  to  go  through  litigating  and  in 
cerating  criminals. 

Frank  Gassidy 

President 

Energy  Technologies 

The  electric  industry  will  experience  a  shift 

toward  more  independence  by  an  individual 

user,  similar  to  the  shift  from  mainframes  to 

personal  computers  that  took  place  in  the 

computer  industry. 

In  40  years  houses  and  buildings  will  have 
their  own  individual  generators  instead  of 
taking  power  off  the  grid.  The  generators  wn 
be  computer-controlled  so  that  the  air  condi 
doners  won't  be  working  at  the  same  time 
other  pieces  of  equipment  are  in  the  hea\y-i 
mode.  That  will  significantly  reduce  the  cost 
and  give  customers  freedom  from  the  prion; 
of  the  local  utility. 


David  K.  Irving 

Chairman 

NYU  Film  &  Television  Program 

With  the  proliferation  of  channels,  in  40  year 

we  are  going  to  be  watching  a  lot  of  reruns. 


to 


What's  on  your  mind?  Tell  the  world.  Go  to  our  new  On  My  Mind  forum  in  the  Forbes 
Digital  Tool  at  http://www.forbes.corn/mind,  or  e-mail  us  at  mind@forbes.com. 
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ONCE      UPON     A     T  I  ME, 

~  A  ~ 

COMPANY'S 


DECISIONS 


SUFFERED     DUE     TO    A 


LACK 


OF       INTELLIGENT 


INFORMATION 


-:- 


- 


\s  you  begin  to  enhance  your  supply  and 
nd  Chain,  one  fact  becomes  alarmingly 
While  you  have  more  information  than  ever, 
I  r  less  valuable  than  it  needs  to  be. 
More  than  ever,  you  are  totally  dependent 
the  quality,  reliability  and  usefulness  of 
lfermation  that  flows  from  one  end  of 
company  to  the  other. 


What  you  need  is  something  we  at 
Dun  &  Bradstreet  call  "intelligent  information." 
Information  that  is  organized,  analyzed, 
enhanced  and  helpful  in  forecasting  the  future. 
Information  that  is  derived  from  the  largest 
database  of  its  kind — one  that  contains 
information  on  more  than  50  million  businesses 
worldwide — updated  950,000  times  a  day. 


Information  that  could  mean  the  difference 
between  fact  and  fiction,  profit  and  loss. 

To  learn  more  about  how  D&B  can  help 
with  your  information  needs,  call  1-800-717-1191 
or  visit  our  Web  site  at  www.dnb.com. 

DB 

Dun  &  Bradstreet 


say 

readers@forbes.com 

Loophole  lunacy 

Sir:  Re  "The  hustling  of 
X-rated  shelters"  (Dec.  14, 
p.  198).  One  reason  why 
corporate  tax  shelters  pro- 
duce their  intended  bene- 
fit: U.S.  tax  rules  allow 


companies  to  offset  gains 
from  their  real,  nonfinan- 
cial  businesses — manufac- 
turing, for  example — with 
losses  from  purely  financial 
transactions.  A  rational 
solution?  A  business  tax 
regime,  like  a  flat  tax,  that 
excludes  financial  gains 
and  losses  of  nonfinancial 
entities. 
-Dave  Brady 
Chesterfield,  Mo. 

SIR:  There  is  no  better 
argument  for  scrapping  the 
tax  code  than  your  article. 
-Kerry  M.  Kerstetter 
Harrison,  Ariz. 

Yanks  for  Lebed 

Sir:  Re  "Who  will  be  the 
next  ruler  of  Russia?" 
(Nov.  16,  p.  152).  Russia's 
got  capitalism's  greed  and 
possession  bits  down  but 
misses  the  rule  of  law,  like 
contract  rights.  Luzhkov  is 
doing  too  well  to  do  any- 
thing about  this.  Lebed 
might  be  more  receptive. 
I'd  be  happy  to  discuss  this 
with  the  general  if  he's 
available. 

-Charles  Warren 
San  Francisco,  Calif. 


Sir:  I  was  impressed  with 
Lebed's  comments  and 
would  like  to  voice  my  sup- 
port for  his  campaign. 
What's  his  postal  address? 
-Benjamin  Franks 
Portland,  Ore. 

Governor  A.I.  Lebed 
Lavrushensky  Pereulok  15 
Moscow,  109017 
Russia 

Hype  or  hero? 

Sir:  Re  "Defeated  by  the 
odds"  (Nop.  30,  p.  156). 
Readers  may  agree  that, 
from  a  statistical  viewpoint, 
Mark  McGwire's  70-home- 
run  season  "hardly  qualifies 
as  incredible."  But  fans 
know  that  media  scrutiny 
and  stress  have  tremendous 
impact  on  event  outcomes. 
Statistics  don't  lie,  but  they 
have  a  limited  ability  to 
measure  these  nonquantifi- 
able  variables. 
-Adam  J.  Weiner 
Boston,  Mass. 

Tooth  folly 

Sir:  Re  "Reality  checkup" 
(Nov.  30,  p.  136).  Another 
reason  Steven  Fox  won't 
be  selling  many  tubes  of  his 
$3.79  toothpaste:  Studies 
have  shown  brushing  and 
flossing  without  toothpaste 
removes  plaque.  I  tell  my 
patients  to  stock  up  on 
whatever  toothpaste  Wal- 
Mart  has  for  88  cents. 
-David  Cummings 
Anniston,  Ala. 

Not  so  fast 

Sir:  Re  "The  merger  gods 
are  hard  to  please" 
(Dec.  14,  p.  57).  If  you  cov- 
ered horse  racing,  would 
you  leave  before  the  stretch 
run?  This  is  how  yon 
reported  on  die  SBC- 
Ameritech  merger.  We 
believe  it  will  be  approved 
because  consumers  will 


Tilting  at  Fidel 


Sir:  Just  read  your  piece  about  U.S.  companies  "inadver- 
tently keeping  a  dictator  in  power,"  referring  to  trade  with 
Fidel  Castro's  Cuba  ("Give  'em  rope,"  Dec.  14,  p.  218). 
Gosh,  what  a  dumb  article.  What  about  China?  Is  that  your 
idea  of  enlightened  democracy?  Let's  see  . . .  Saudi 
Arabia,  Kuwait,  Vietnam.  Must  be  an  article  a  week  on 
these  stalwart  democrats. 
What's  so  special  about  Fidel?  Stop  sucking  up  to  the 
Miami  Cubans.  It's  time  to  move  on.  Get  in  step  with  the 
rest  of  the  world. 
-Barry  Hoffman 
Boston,  Mass. 


enjoy  more  compention. 
You  can  bet  on  it. 
-Edward  E.  Whitacre  Jr. 
Chief  Executive  Officer 
SBC  Communications 
San  Antonio,  Tex. 

Prices  don't  lie 

Sir:  Re  "Selective  account- 
ing" (Dec.  14,  p.  124). 
Sports  team  owners  plead- 
ing poverty?  Look  at  the 
high  prices  charged  by  sell- 
ers of  these  franchises. 
These  are  either  lucrative 
investments  or  the  owners 
are  the  slickest  con  artists 
to  walk  the  earth. 
-Stephen  V.  Gilmore 
Charlotte,  NC. 

Fib?  Us? 

Sir:  Re  "Plastic  profits" 
(Dec.  14,  p.  160).  We 
strongly  disagree  with  your 
characterization  of  our 
accounting  for  our  Avco 
Financial  acquisition  as 
aggressive.  We  are  a  model 
of  conservatism,  and  this  is 
true  across  every  element 
of  our  statements — recog- 
nition of  revenues  and 
expenses  and  the  integrity 
of  our  balance  sheet.  The 
thinking  behind  the  Avco 
deal,  and  behind  our 
accounting,  was  sound. 
-R.  A.  Guthrie 
Chief  Financial  Officer 
Associates  First  Capital 
Irving,  Tex. 


Where's  the  money 

Sir:  Re  "The  new  face  of 
artificial  intelligence" 
(Nov.  30,  p.  1 72).  What  a 
piece  of  fiction.  Someone 
comes  along  with  a  real 
application  intelligence 
protocol  and  no  one  is 
willing  to  listen.  But  a 
well-known  collegiate- 
pcOrder.com's  Christina 
Jones — spouts  pie-in-the 
sky  wish  lists  and  nationa 
magazines  like  Forbes  ar 
all  over  it. 

All    stupid   speculatic 
Shame! 

-Lee  Kent  Hempfling 
Topeka,  Kans. 


pcOrder.com's  Christina  Jone 
Young  and  pretty  never  hurt 


Sir:  For  years  I've  been 
telling  my  Wharton  stu- 
dents not  to  spend  mom 
on  public  relations  unles 
you're  young  and  attrac- 
tive. Your  cover  story 
proves  my  point. 
-Michael  Aronson 
Philadelphia,  Pa. 


Letters  should  include  the  autt 
address  and  phone  number. 
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E  GETS  REAL-TIME  STOCK  QUOTES 
EVERY  HOUR  VIA  INSTANTBROKER 


NEW 

from  Fidelity 
InstantBroker 

Now  automatically  get  the  investment 
information  you  want.  And  soon,  start 
trading  from  virtually  any  location  - 
all  via  wireless  technology. 

Available  to  Fidelity's  Spartan  Active  Traders1 

Whether  you're  in  a  cab  to  the  airport  or  on  the  golf  course,  as 
an  active  trader  you  can  receive  automatic  alerts  on  stock 
prices,  execution  reports,  account  balances  and  more.  It's  easy  to 
personalize  the  information  you  want.  Plus  you  can  choose  your 
preferred  method  of  delivery  and  frequency  of  alerts.  Simply 
create  your  own  profile  at  www.jidelity.com. 
Just  one  more  innovation  that  makes  Fidelity 
a  better  choice  for  active  traders. 


Quote     Execution     ^.^    R^Tta*      Account 

Alerts       Reports        Quotes        QuotesJ     Summaries     Tradln9 

' Pager           / 

/ 

/ 

1 

/ 

Scheduled 
January 
1999 

Personal 
Data              1 
Assistant 

/ 

i 

/ 

E-mail           / 

V 

/ 

J 

Open  an  account  and  get  InstantBroker  today. 


www.fidelity.co 


800-SPARTAN 


Fidelity 


Investments 


WHERE   12   MILLION   INVESTORS   PUT  THEIR  TRUST. 


'Spartan  Active  Traders  refer  to  those  customers  whose  accounts  qualify  for  Active  Trader  or  Gold  Circle1"  pricing.  To  qualify,  customers  must 

make  at  least  36  or  72  stock,  bond  or  option  trades  per  year,  respectively,  and  maintain  a  minimum  account  balance  of  $20,000.  Spartan  is  a 

registered  trademark  of  FMR  Corp.  and  a  service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 

^Available  through  BellSouth  Wireless  Data  paging  service. 

Tn  January  1999,  Fidelity  is  scheduled  to  introduce  a  wireless  trading  capability,  enabling  customers  to  place  orders  for  stocks  and  options 

directly  through  select  two-way  pagers.  Available  through  BellSouth  Wireless  Data  paging  service.  68458 


' 


':::. 


■ 


A  promise  that  warmth  doesn't  just  come  rrom  a  coat. 


A  promise  we  don't  have  to  share  everything,  except  mayhe  dessert. 


A  promise  this  is  a  reeling  you  never  have  to  outgrow. 


help  you  keep  your  promises.4  For  more  than  145  years,  people  across  America  have  relied  on  us  to  insure 
r  lives  ana  financial  future.  With  over  $160  billion  in  assets  under  management  and  excellent  ratings, 
isMutual  and  its  subsidiaries  have  the  financial  strength  to  help  families  and  businesses  keep  their  promises, 
expert  guidance  or  for  career  opportunities  in  sales,  call  your  local  MassMutual  professional  or  1-800-272-2216. 

(§)  MassMutual 

The  Blue  Chip  Company SM 

Insurance  *  Disability  Income  Insurance  *  Annuities  ♦  Retirement  Services /401(k)  Plans  ♦  Investment  Management 

©19S8  Massachusetts  Mutual  Life  Insurance  Co  .  Springfield,  MA  01111    httpV/www.massmutual  com    Securities  products  and  services  offered  through  MML  Investors  Services.  Inc.. a  MassMutual  subsidiary. 


YOU        MAY        FIND        Y.OURSELF 


INVENTING     MEETINGS 


T  O. 


Settle  back  into  a  comfortably  contoured  leather  seating  area*  programmed  to  your 

personal  preference.  Select  disc  3,  track  7,  from  the  trunk-mounted  12-disc  CD  changer*. 

Adjust  your  dual-zone  climate  control  to  72°  (because  74°  just  wasn't  quite  right).  Breathe  in. 

Breathe  out.  Start  working  on  ideas  for  how  to  get  out  of  the  office  tomorrow. 


©1998  GM  Corp   All  rights  reserved 

•Optional  feature 

'CD  changer  is  a  dealer  installed  additional-cost  item. 


THE  CADDY  THAT  ZIGS., 


For  the  authorized  Catera  dealer  nearest ) 
I-800-333-4CAD  or  visit  us  at  www.cate 


I:h  all  thy  getting  get  understanding" 


Fact  and  Comment 


IhSteve  Forbes,  Editor-in-Chief 


BARBARIC 


i  Jack  Kevorkian's  ihleyiskd  killing  of  a  depressed, 
nirullv  ill  individual  was  not  an  act  of  compassion.  It 

a  prime-time  murder.  It  was  profoundly  wrong,  and 

is  a  society  should  say  so  unequivocally. 

Mbviously,  we  must  do  everything  we  can  to  improve 

Hical  eare  tor  the  terminally  ill  and  for  those  who  are 
pccruciating  pain.  Rut  we  must  not  give  up  on  people 

are  suffering,  and  we  must  not  let  them  give  up  on 
Itserves.  We  have  the  science  and  the  technology  to 
■C  pain,  \nd  impressive  breakthroughs  are  coming 

will  do  even  more     The  question  is:  Do  we  as  a 


people  have  the  compassion  to  stand  by  those  who  feel 
that  they  are  all  alone? 

Euthanasia  is  not  progress.  It  turns  doctors  from  healers 
into  killers.  It  encourages  the  elderly  to  believe  that  they  are 
obstacles,  not  human  beings.  It  is  the  path  to  barbarism. 

One  way  to  combat  this  barbarous  descent  would  be  to 
enact  the  Lethal  Drug  Abuse  Prevention  Act,  sponsored  by 
Representative  Henry  Hyde  (R— HI.)  and  Senator  Don 
Nickles  (R-Okla.).  The  bill  would  allow  the  use  of  federal- 
ly controlled  narcotics  for  genuine  pain  relief,  but  would 
ban  such  drugs  from  being  used  to  take  a  person's  life. 


TOO  LITTLE 

V.  Fhurai   RESERVE  hints  that  it  has  cut  interest  rates      Treasurys.  Inadvertently,  the  Fed's  deflationary  course 


iciently  for  now.  However,  our  central  bank  hasn't 
td  nearly  enough.  Oil  and  other  commodity  prices  are 
lining.  Another  bad  sign:  The  federal  funds  rate  tar- 
pf  4.75%  remains  higher  than  the  yield  on  10-year 


continues.  As  months  go  on,  that  unaltered  course  will 
be  bad  news  for  our  economy  and  for  stocks.  It  will, 
however,  be  good  news  for  the  price  of  government 
bonds,  although  not  necessarily  for  corporate  bonds. 


CONTINENTAL  HERO 

JES  today  TOO  OFTEN   \(  I   as  if  fliers  are  nuisances      overhead  bins.  The  company  is  also  installing  bigger  bins 
|er  than  people  who  must  be  constantly  courted 'and      on  some  of  its  older  aircraft. 

ored.  Thanks  to  the  booming  economy,  most  carriers  Put-upon  frequent-flying  business  travelers  can  only 


I  bursting  at  the  seams.   They  have 
f.ed  up  business  fares  and  have  cut 

:  on  food.  Most  aggravatingly,  they 
Overly  restricted  die  size  of  carry - 

ig's.  True,  some  passengers  try  to 
If"  their  life's  belongings  into  over- 
Id  bins.  Rut  most  business  travelers 

My  want  to  bring  on  garment  bags 
jtaining  a  few  days'  worth  of  cloth - 

i  including  a  suit  or  two,  as  well  as  a 
j'fease  cum  laptop  computer.  Yet  in- 
lgly,  normal-sized  garment  bags 
\  being  deemed  "oversized"  and  thus 
1st  be  checked.  In  fact,  airlines  are 
jj ailing  templates  (also  known  as  baggage  sizers)  at  secu- 

checkpoints  that  won't  even  accept  an  allegedly  over- 

d  carry-on.  So  you  have  to  schlep  the  thing'back  to  the 
jck-in  counter  and  pray  that  you  don't  miss  your  flight. 
One  happy  exception  to  this  highhanded,  you-have-no- 
)ice-but-to-use-us  attitude  is  Continental  Airlines.  Its 


Flier's  friend:  Continental  Chief  Bethune 
tries  to  serve  customers,  not  dis  them. 


applaud  a  lawsuit  recently  filed  by 
Continental  Chief  Gordon  Rethune. 
At  San  Diego  International  Airport, 
Continental  and  Delta  Air  Lines  have 
shared  security  screening  devices  that 
have  those  notorious  templates. 
Rethune  wants  them  removed  and  is 
taking  Delta  to  court  to  force  the  issue. 
Why  can't  other  airlines  emulate 
Rethune's  service-oriented  approach? 
Do  they  really  believe  that  their  cur- 
rent attitude  won't  someday  come 
back  to  haunt  them,  as  entrepreneurs 
discover  new  ways  to  compete?  After 
all,  companies  succeed  by  serving  their  customers,  not 
antagonizing  them;  by  winning  customer  allegiance  each 
day  rather  than  taking  it  for  granted;  by  recognizing  that 
the  company's  first  priority  is  to  those  who  buy  its  products 
or  services  rather  than  to  the  organization's  own  desires  and 
interests.  A  couple  of  generations  ago  Detroit  lost  sight  of 


jv  airplanes  are  being  fitted  with  larger-than-standard      these  fundamental  truths  and  suffered  severely  for  it. 
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The  Forbes  1998 
All- Star  Eateries  in  New  York 

This  year's  winners  once  again  come  from  the  digested  wisdom  of  brothers  Bob,  Kip  and  Tim,  and 
two  other  Forbes  colleagues,  Tom  Jones  and  Patrick  Cooke. 


Aquavit 

Aureole 

Chanterelle 

The  Four  Seasons 

Jean  Georges 


La  Caravelle 

La  Grenouille 

Le  Bernardin 

Le  Cirque  2000 

Lespinasse 


March 

Nobu 

Oceana 

Parioli  Romanissimo 

"21"  Club 


Jean  Georges  is  a  sparkling  addition,  with  food  so 
astonishingly  good  that  it  is  difficult  to  pick  its  best 
bets.  Nobu — where  the  presentation  is  as  beautiful  as 
the  service  is  helpful — is  another  rookie  in  this  firma- 
ment; well  worth  the  noise  and  unusual  decor.  At 
March,  the  service  is  pampering,  the  setting  is  beauti- 
ful and  the  food  is  better  than  ever.  Aureole  is  what 


special  restaurant  fare  is  all  about:  wonderful  ingred 
ents,  creative  and  delicious  melding  of  flavors,  flawle 
presentation.  Lespinasse's  food  is  more  dramatic  an 
innovative  than  ever.  Opulent  setting,  attentive  servk 
and  excellent  eatables  keep  Parioli  Romanissimoi 
stars  burning  bright.  Media  moguls  and  other  move 
and  shakers  still  munch  merrily  at  The  Four  Seasons 


Bolo 
The  Carlyle  Restaurant 

Etats-Unis 

Fifty- Seven,  Fifty- Seven 

Gotham  Bar  &  Grill 

Gramercy  Tavern 

I  Trulli 


II  Cantinori 

II  Mulino 

La  Cote  Basque 

La  Reserve 

Le  Regence 

Montrachet 

Nippon 


One  If  By  Land,  Two  If  By  S 

Park  Avenue  Cafe 

Periyali 

Peter  Luger  Steak  House 

Seryna 

Union  Square  Cafe 

West  63rd  Street  Steakhous 


A  threesome  has  newly  risen  to  this  level  of  gastro- 
nomic heaven.  The  Carlyle  Restaurant  is  elegant 
and  beautiful;  its  service,  impeccable,  and  its  food, 
exquisite.  Bolo  is  a  delightful,  Flatiron-district 
Spanish  restaurant  where  the  experience  is  enhanced 
by  funky  decor.  Periyali  is  a  Greek  eatery  worthy  of 
Zeus.  Le  Regence  will  strike  some  as  an  anachronism 
in  this  fast-paced  era — formal  when  the  rule  today  is 
familiarity,  deliberate  when  the  rule  is  speed.  What 


counts:  Meals  stay  superb.  Gramercy  Tavern  keep 
getting  better  and  may  soon  vault  to  Four-Stardorr 
Park  Avenue  Cafe  is  another  riser  in  this  firmamen 
which  is  the  reason  it  remains  so  hard  to  get  intc 
Ever  crowded,  Union  Square  Cafe  has  a  great  tak 
on  the  California  approach  of  combining  fresh  mai 
ket  ingredients  and  calling  on  the  global  kitche 
for  ways  to  prepare  them.  I  Trulli,  II  Cantinori  an 
II  Mulino  all  offer  enticing  Italian  fare. 
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Special 


American  Park  at  the  Battery — Great  for  downtown  lunching.  Service  is  prompt 

without  being  intrusive.  Food  and  presentation  are  very  nouvelle  American. 

Angelo  and  Maxie's — Sublime  sanctuary  for  carnivorous  connoisseurs  of  red  meat  and  cigars. 

Balthazar — Hard  to  believe  you're  in  Soho  and  not  in  Paris.  Amazing  mix  of  patrons 

adds  to  the  experience  of  first-rate  fare. 

Cafe  de  Bruxelles — Unbeatable  pommes  frites  that  can  be  washed  down 

with  an  excellent  array  of  European  beers. 

Cafe  des  Artistes — Outstanding  eating  made  more  delectable  by  murals  of  nymphs  that 

would  captivate  a  certain  White  House  occupant. 

Cafe  Nicholson — Eccentric  setting  makes  for  exotically  enchanting  eating. 

China  Grill — Even  awful  acoustics  can't  mar  this  interesting,  delicious  food.  The  crispy 

duck  salad  alone  is  worth  a  visit. 

Christer's — Nordic  delight. 

Circus — Flavorful  Brazilian  fare  combined  with  a  Brazilian  party  atmosphere. 

City  Crab  and  Seafood  Co. — Like  being  on  Cape  Cod. 

Club  Macanudo — Where  the  cigars  are  smoked. 

Dial-a-Dinner — A  phone  call  will  get  you  a  delivered  meal  from  a  top  restaurant. 

Downtown — Glitzy  hot  spot. 

Erminia — Excellent  Italian  eatery  with  an  amorous  setting. 

Fiorello's  Roman  Cafe — Fine  Italian  fare  near  Lincoln  Center. 

Frank's  Restaurant — Serves  steaks  so  superb  you  don't  notice  the  lack  of  ambience. 

Gabriela's — Inexpensive,  marvelous  Mexican  food  served  in  a  child-friendly,  fiesta  atmosphere. 

Kings'  Carriage  House — A  New  England  inn  that  somehow  materialized  in  Manhattan; 

cluttered,  cozy  and  very  romantic.  Fine,  affordable  food. 

Mavalli  Palace — Nowhere  else  in  New  York  is  the  lowly  lentil  elevated  to  such 

nobility  as  at  this  South  India  offering  in  Gramercy  Park,  where 

you  can  enjoy  an  array  of  vegetarian  delights. 

Mesa  Grill — Superb  Southwestern  cuisine  served  in  a  crackling  atmosphere. 

Michael's — Delicious  California  cuisine.  Power  lunchery  for  perfumed  publicists,  publishers 

and  agents  of  the  New  York  literary  and  film  worlds.  Avoid  this  at  night — it's  a  tomb. 

Mr.  K's — The  most  pampering  service  in  town. 

Ocean  Grill — Seafood  so  superb  that  even  Neptune  would  be  impressed. 

Oriental  Garden — Cantonese  cooking  at  its  best,  in  the  heart  of  Chinatown. 

Osteria  del  Circo — Great  place  to  go  with  a  group  to  have  fun. 

Oyster  Bar  at  Grand  Central — New  York  institution  where  the  fish  is  fresh  and  prepared  with 

commendable  simplicity.  It  does  best  with  the  basics — oysters,  steamers,  lobsters. 

Palio — One  of  the  Big  Apple's  finest  Italian  restaurants. 

Park  View  Restaurant — -All-around  good  food  served  in  a  romantic  and  special  place. 

Patria — Exciting  atmosphere,  excellent  Latin  fare. 

Petrossian — Delicious,  costly  caviar;  by  far  the  best  in  town. 

Picholine — Nothing  else  quite  this  grand  in  the  Lincoln  Center  vicinity. 

Rosa  Mexicano — Magnificent  Mexican  meals. 

Second  Avenue  Kosher  Deli — The  real  McCoy:  plentiful  portions.  Don't  go  near 

a  scale  after  a  visit  here. 

Serafina  (formerly  Sofia  Fabulous  Pizza) — Rooftop  seating  adds  to  the  dining  experience. 

Shark  Bar — Stylish  African-American  temple  of  updated  soul  food  is  the  place  for  those 

weary  of  low-fat,  low-cholesterol  offerings.  Friendly  and  fun. 

Shun  Lee — Mainland  China  restaurants  should  send  study  groups  here  to  learn 

how  heavenly  Chinese  food  can  be. 

The  Terrace — Breathtakingly  romantic  view  elicits  ecstatic  eating  experience. 

Turkish  Kitchen — Best  of  its  kind  in  town. 

Windows  on  the  World — Superb  setting  for  very  satisfying  food. 


I.  Solutions  to  a  small  planet  and  the  e-business  logo  are  tracer  ■ 


JUST  HOW  THICK  IS  A  VIRTUAL  WALL? 

Wire  getting  ready  to  close  your  biggest  deal  to  date  via  the  Internet  and  the 
question  of  security  crosses  your  mind  (relax,  it  can  be  safe). 

As  you  hit  "send."  consider  the  fact  that  there  are  entire  corporations  who  are 
straggling  with  the  same  question.  They'd  like  to  utilize  the  Web  to  distribute  and  manage 
sensitive  data,  but  they  also  want  to  know  -  how  safe  is  it? 

IBM.  working  with  business  partner  Lante,  a  specialist  in  Lotus® application 
development,  helped  a  company  called  IntraLinks  create  a  secure  environment  for  businesses 
to  work  on  the  Web. 

Supported  b\  I  MM  <  Global  Services,  IntraLinks  provides  a  private  extranet  based  on 
Lotus  Domino,  which  allows  constituencies  to  safely  work,  collaborate,  even  negotiate  online. 
Proposals,  documents,  classified  plans  and  contracts  (some  worth  billions)  can  travel  safely. 

In  addition,  fanatical  electronic  tracking  helps  assure  that  each  detail,  no  matter 
how  small,  doesn't  fall  through  the  cracks  (so  not  only  are  the  walls  as  thick  as  they  need 
to  be.  but  the  virtual  floor  is  well-built,  too). 

In  less  than  a  year,  over  $60  billion  has  been  managed  using  IntraLinks' 
e-business  technology.  Costs  are  down  10  to  30%  over  standard  management  practices  and 
document  delivery  systems.  This  last  point  has  not  gone  unnoticed  in  the  world  of  finance, 
where  an  increase  in  volume  of  as  little  as  1%  can  equal  a  $20  million  boost  in  revenue. 

To  learn  more,  visit  our  Web  site  (where  the  door  is  unlocked,  and  everybody's 
welcome)  at  wvvw.ibm.com/e-business,  or  call  us  at  1  877  IBM  EBIZ  (3249),  ext.  NC41. 

Solutions  for  a  small  planet™    =   ==  S=E 


Other  Comments 


Hey,  Mr.  President 

The  public  interest  depends  on 

private  virtue. 

-James  Q.  Wilson,  On  Character 

Death  Trap 

Dr.  Jack  Kevorkian,  who  has  admit- 
ted to  playing  a  part  in  more  than  1 30 
assisted  suicides,  would  relish  prose- 
cution— and  surely  the  attendant  pub- 
licity as  well.  If  convicted,  he's  vowed 
to  stage  a  hunger  strike  in  jail.  That 
could  kill  the  aging  doctor — some- 
thing a  society  with  less  respect  for 
human  life  might  consider  a  "mercy 
killing."  Luckily,  such  a  society  does 
not  exist  here,  notwithstanding  Jack 
Kevorkian's  best  efforts  to  create  one. 
-Jonathan  Cohn,  New  Republic 
*  *  * 

In  modern  society,  suicide  is  no 
longer  punished  (denial  of  burial  on 
church  grounds,  denial  of  inheritance 
to  the  family).  But  it  is  still  discouraged. 
When  you  see  someone  on  a  high  ledge 
ready  to  jump,  you  are  enjoined  by 
every  norm  in  our  society  to  tackle  him 
and  pull  him  back  from  the  abyss.  We 
are  now  being  asked  to  become  a  soci- 
ety where,  when  the  tormented  soul  on 
the  ledge  asks  for  our  help  in  granting 
him  relief,  we  oblige  him  with  a  push. 
-Charles  Krauthammer, 
Washington  Post 

Fowled  Up? 

Railways  in  Cuba  are  evidendy  more 
liberal  in  their  ideas  as  to  passenger 
luggage  than  in  Britain.  Officials  of  our 


companies  frequendy  decline  to  allow 
ladies  to  be  accompanied  by  their  lap 
dogs,  even  when  tickets  are  purchased 
for  the  animals.  It  was  popularly  sup- 
posed that  railways  in  Spanish  posses- 
sions copied  in  their  regulations  the 
iron-handed  policies  of  the  Govern- 
ment. Nothing  could  be  further  from 
the  truth.  According  to  the  Chicago 
Record,  the  hand  luggage  of  a  gende- 
man  may  consist  of  "one  hat-box,  one 
satchel  and  one  fighting  chicken." 
-Financial  Times,  1898 


Diplomacy  is  letting  someone 
else  have  your  way. 

-Lester  B.  Pearson, 
Vancouver  Sun,  1965 

Watch  Your  Language 

As  sole  superpower,  America  has  a 
significant  role  to  play  abroad.  But  it 
doesn't  help  when  [its  leaders]  get 
their  facts  wrong,  as  Vice  President  Al 
Gore  did  in  Kuala  Lumpur.  Speaking 
on  the  eve  of  the  Asia-Pacific 
Economic  Cooperation  forum  sum- 
mit, Mr.  Gore  said:  "Among  nations 
suffering  economic  crisis,  we  continue 
to  hear  calls  for  democracy,  calls  for 
reform  in  many  languages — People 
Power,  Doi  Moi,  Reformasi.  We  hear 
them  today — right  here,  right  now — 
among  the  brave  people  of  Malaysia." 
Doi  Moi  was  the  attempt  by 
Vietnam's  communists  to  rejuvenate 
the  party  and  stall  demands  for  democ- 


"Nothing  for  me,  thanks." 


no 


ins 
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racy.  It  has  quiedy  faded.  The  reformal 
movement  isn't  about  democracy  p\ 
se.  It's  about  due  process  and  scrappirl 
the  Internal  Security  Act.  It's  abotf 
greater  transparency  in  business;  and  J 
questions  the  business-governmeij 
nexus,  often  dubbed  "cronyism! 
Malaysians,  however,  have  democracl 
We  wonder  if  Mr.  Gore's  speech  \v[ 
another  example  of  the  Clinton  admij 
istration's  foreign  policy-on-the-fly, 
just  an  Al  Gore  throw- away  line.  Lil 
this  one  from  his  1988  campaign:  "Ai 
first  pledge  will  be  to  restore  integrif 
to  the  White  House.  And  I'll  fire  anl 
one  who  has  lied  to  the  American  pe| 
pie  or  the  United  States  Congress." 
-Far  Eastern  Economic  Review 

Give  Them  Back 

The  gifts  and  talents  you  haj 
been  given  do  not  belong  to  ycl 
You  have  them  on  loan — in  trust! 
to  make  what  you  can  of  them  ;| 
the  betterment  of  humanity. 
-Gary  Moore,  Spiritual  Investment 

The  Joy  of  Cooking 

Yes,  you  will  ha\t  flops  if  you  ccl 
without  recipes.  My  biggest  fiasco  vl 
a  bit  of  pesto  derangement.  I  groul 
peanuts  and  macadamia  nuts  \v| 
cilantt'o,  lemon  grass  and  jalapenosj  ;l 
placed  my  creation  on  top  of  lingui  j 
Hello,  fusion  food  from  purgatory, 
these  days  I  have  fewer  disasters  thaj 
did  when  I  was  recipe-dependent. 

Freeing   yourself  from    recipes  I 
likely  to  open  up  your  relationship  I 
food.  You  will  be  able  to  express 
bountv  of  the  season.  Last  summel 
sultry  day  inspired  a  mango  gazpaf 
A  recent  trip  to  the  Union  Sqil 
Greenmarket  on  the  first  autunr 
morning  resulted  in  a  gratin  of  poi 
bello  mushrooms  and  potatoes.  /' 
restaurant,  you  will  find  yourself  fi§ 
ing  out  how  to  recreate  at  home 
halibut  with  the  trendy  beet  sauce  | 

Have  I  truly  thrown  away 
cookhooks?  Absolutely  not.  I 
them  for  suggestions  and  id  j 
These  days  my  cookbooks  talk 
me.  They  don't  order  me  arounq 
-Polly  Frost,  New  York  Times 
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A  DIME,  ANYTIME,  ANYWHERE 


with    free    long    distance 

Who  in  business  wouldn't  want  to  take  advantage  of  simple,  predictable 
wireless  rates?  Simply  sign  up  for  our  500  minutes  for  just  $50  a  month  plan 
and  you'll  pay  just  10c  a  minute. 

"  In  addition,  long  distance  is  free  and  you'll  pay  no  roaming  charges-when 
you  call  from  anywhere  on  our  nationwide  network  to  anywhere  in  the  U.S. 

•  All  of  our  features,  including  Voicemail,  Caller  ID  and  Call  Waiting,  work 
the  same  way  everywhere  on  our  nationwide  network. 

Or  take  advantage  of  $99.99  for  1,000  minutes  or  $149.99  for  1,500  minutes  - 
just  a  dime  anytime. 

*  Sprint  PCS  built  the  only  all-digital  nationwide  network  from  the  ground  up 
for  a  new  level  of  clarity. 

Call  us  today  and  compare  Sprint  PCS  to  your  current  wireless  provider.  You'll 
see  the  difference  for  yourself.  The  clear  alternative  to  cellular3.'". .  for  business. 


Sprint 
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1-888-895-4186  •  www.sprintpcs.com/clear 
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Headhunters 
Re-defined. 


We  don't  just  make  a  change.  We  make  a  difference. 


Headhunters? 

We  don't  like  the  term. 

We  don't  just  hunt  for  people. 
We  search  for  solutions. 

As  your  business  partners,  our 
job  is  to  help  you  build  your 
business  in  any  way  we  can. 

And  to  do  it,  we  have  some  of 
the  smartest  business  minds  in  the 
world  on  staff — more  than  300 
consultants  in  over  50  offices  in 
principal  cities  all  over  the  world. 

All  seasoned  search  executives, 
knowledgeable  about  the  key 
players  in  every  industry. 

Together,  they  bring  an 
unusual,  hands-on  experience 


from  prior  operating  roles  in  the 
industries  they  serve. 

And  individually,  they  also 
offer  uncommon  access  to 
senior  management  people 
in  any  field. 

Not  only  can  they  supply  the 
right  people  to  get  the  job  done. 
They  might  even  re- define  the 
job  along  the  way. 

One,  with  a  brilliant  insight. 
Another,  with  a  tmly  new  idea. 

And  we've  been  doing  it  for 
nearly  50  years. 

At  Heidrick  &  Struggles,  we 
don't  just  make  a  change.  We 
make  a  difference. 


Heidrick   &   Struggles 

Consultants    in    Executive    Search 


■fcne  Magntte's-pelenn'CC.Htrscovio.  Bmsvcls   Artists  Rights  Si  luety(ARS),  New  York 


© !  leidrick  &  Stmgglev  1998 


Why  are  there  no  monuments  to  practicality? 


There  are  no  holidays  set  aside  to 
honor  the  highly  efficient.  No  marble 
statues  standing  in  tribute  of  the  very 
reliable.  Not  even  a  single  collector's 
plate  commemorating  the  pragmatic. 

But  thankfully  the  engineers  at 
Honda  have  created  their  own  lasting 
tribute  to  practicality  Its  called,  quite 
simply  the  1999  Accord  Sedan. 

From  its  sculptured  exterior  to  its 
ergonomic  interior,  e\cry  clement 
of  the  Accord  Sedan  was  designed  to 
meet  extraordinarily  high  standards 

1998  V ii,  lluml.i  UmuCu..  Im. 


of  efficiency  quality  and  durability- 
without  sacrificing  fomi  for  function. 
The  result?  A  stylish,  highly  refined 
testament  to  the  fact  that  "practical" 
doesn't  necessarily  mean  "boring!' 

Inside  the  spacious,  comfortable 
cabin,  you'll  notice  helpful  features 
everywhere  you  look.  Controls  and 
instruments  are  easy  to  read  and  well 
within  your  reach.  Specially  tinted 
glass  protects  the  interior  from  heat 
and  I  Y  rays.  And,  sound-absorbing 
materials  provide  for  a  peaceful  ride. 


Of  course,  all  these  amenities  art 
provided  for  a  utilitarian  reason:  to 
put  you  in  a  position  to  fully  enjoy 
the  performance  of  the  swift  2.5  litei 
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VTEC™  engine.  And  the  response 


handling  of  the  rear  multi-link  and 
front  double  wishbone  suspension 
For  a  closer  look  at  our  homage  i 
practical  thinking,  just  give  us  a  call 
at  1-800-33-HONDA.  Or,  simply  vi 
us  on  the  Internet  at  www.honda.co 


The  Accord 
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1  events  at  home  and  abroad 

I,'  Caspar  W.  Weinberger,  Chairman 


SINGAPORE  AND 

F  THE  FOUR  MAJOR  cities  in  the  Pacific  we  visited  this 
1 — Hong  Kong,  Manila,  Singapore  and  Kuala  Lum- 
ix — Singapore  is  clearly  the  crown  jewel.  This  shining 
py-state,  with  its  matchless  contemporary  beauty,  looks 
if  it  had  been  designed  and  built  all  at  once.  It  has  a 
athtaking  skyline,  as  well  as  the  most  modern  of  urban 
ilities  Its  traditional  and  container  ports  are  among  the 
siest  in  the  world.  And  because  most  of  Singapore's 
ailable  land  is  already  occupied  by  huge  buildings, 
artments,  hotels  and  beautiful  parks,  the  government  is 
laiming  more  land  from  the  sea,  as  well  as  revamping 
d  utilizing  existing  oil  storage  areas  for  civic  use. 
Singapore  has  few  natural  resources,  so  it  must  rely  on 
ufactunng  high  -value  goods  and  providing  skilled  ser- 
es in  health  care,  education,  information  technology  and 
mmcrcial  enterprises.  Prime  Minister  Goh  Chok  Tong 
d  us  that  Singapore  is  determined  to  maintain  its  com- 
titivc  edge  by  reducing  production  costs  and  wages  and 
developing  schools  that  promote  innovation  and  the 
it  of  enterprise  and  whose  graduates  are  well-trained  in 
brmation  and  high-tech  skills.  Singapore  has  long  pro- 
ed  a  business  climate  conducive  to  attracting  muttina- 
nal  corporations,  as  well  as  foreign  direct  investments. 
Singapore  will  not  devalue  its  Sing  dollar  and  is  planning 
spend  about  SI. 2  billion  on  infrastructure  and  on 
engthening  the  economy.  To  help  stabilize  prices,  the 
vernment,  which  owns  the  land,  is  reducing  rents  on 
mmercial  real  estate  and  stopping  land  sales  until  the  end 
1999.  It  will  reduce  wages  by  making  cuts  in  bonuses 
d  the  required  contributions  for  social  security.  This  way, 
e-home  pay  will  remain  nearly  the  same.  These  and 
er  measures  have  been  implemented  to  ensure  greater 
mpetitiveness  and  to  attract  foreign  capital. 
Singapore  has  a  firm  attachment  to  sound,  free-market 
inciples.  It  is  also  not  hesitant  to  take  the  steps  necessary  to 
sure  its  ongoing  prosperity — something  many  of  its  neigh- 
>rs  have  difficult}'  doing.  From  an  economic  and  security 
Midpoint,  Singapore  has  always  been  a  good  friend  of  the 
S.  This  relationship  seems  to  be  on  continued  solid  foot- 
gwith  our  new  ambassador,  Steven  J.  Green.- 

A  Very  Different  Story 

Government  officials  in  Malaysia  deny  that  controls  or 
straints  have  been  placed  on  the  flow  of  capital  and  currency 
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MALAYSIA  TODAY 

diere.  They  insist  die  country  is  hospitable  to  foreign  invest- 
ment and  that  the  new  "regulations"  are  designed  to  fight 
what  Prime  Minister  Mahathir  Mohamad  is  calling  the  spec- 
ulative manipulation  by  die  West,  and  in  particular,  the  U.S. 

A  more  likely  explanation  for  Malaysia's — and,  indeed, 
the  entire  region's — economic  troubles  is  the  rapid  with- 
draw al  of  international  support  and  the  flight  of  foreign 
investment.  In  1996  private  investors  sank  $93  billion  into 
Indonesia,  South  Korea,  the  Philippines,  Malaysia  and 
Thailand.  But  in  1997,  foreign  investors  not  only  did  not 
invest  any  new  funds  but  also  withdrew  $12  billion — a 
huge  swing  in  financing  for  these  countries  to  withstand. 

Malaysia,  in  an  attempt  to  stabilize  its  currency,  the  ring- 
git,  and  to  increase  liquidity,  postponed  or  canceled  many 
high-profile  building  projects.  The  government  sensibly 
pegged  the  ringgit  to  die  U.S.  dollar,  but  tiien  most  unwise- 
ly instituted  select,  new  exchange-control  measures.  For  the 
most  part,  these  controls  apply  only  to  Malaysian  citizens  and 
to  future  investors.  There  are  exemptions  designed  to  reas- 
sure current  investors,  as  well  as  exemptions  for  the  major 
high-tech  companies  investing  in  the  multimedia  "supercor- 
ridor"  that  will  run  from  die  new  airport  to  Kuala  Lumpur. 

Unfortunately,  the  government  has  also  decreed: 

■  Foreign  investors  must  leave  their  investments  in  the 
country  for  one  year; 

■  Banks  must  increase  the  number  of  loans  extended; 

■  A  spending  budget  which  will  increase  the  deficit.  The 
budget  is  projected  to  secure  1%  growth  in  1999.  That  is 
overly  optimistic;  no  one  is  taking  into  account  that  it  is 
following  this  year's  nearly  5%  decline  in  growth. 

Prime  Minister  Mahathir  continues  with  his  outbursts 
against  the  West.  He  ridiculously  characterized  Ford 
Motor's  offer  to  buy  the  Kia  Motor  company  of  South 
Korea  as  "a  new  form  of  colonisation." 

But  the  greatest  hindrance  to  foreign  capital's  returning 
to  Malaysia  is  the  jailing  of  Anwar  Ibrahim,  the  greatly 
respected  former  deputy  prime  minister.  Anwar  has  long 
opposed  currency  and  capital  restraints.  Most  believe  the 
charges  against  him  to  be  trumped  up.  Mahathir's  treat- 
ment of  Anwar  has  caused  many  antigovernment  demon- 
strations, which  impact  the  good  relations  that  the  U.S. 
and  Malaysia  have  always  had.  It  is  sad,  indeed,  to  see  so 
much  evidence  of  Kuala  Lumpur's  stalled  economy,  but  it 
is  worse  yet  to  see  democracy  so  imperiled  there.  fM 
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Your  chips  come  from  a  company 

protected  by  u 


Your  soft  drink 

comes  from  a  company 

protected  by  us. 


Your  TV  comes  from  a  compan, 


protected  b 


[And  yes,  we're  working  on  the  slippers.] 


Frito-Lay.  Pepsi .  Philips. 


Today,  more  of  the  world's  leading  companies  d' 

any  other.  Perhaps  it's  our  125  years  of  experience.  Or  our  unique  design  approach 

we  call  Security  Architecture?"  Or  our  commitment  to  world  class  monitoring  and 


customer  service.  Whatever  the  reason,  you'll  find  ADTis  exactly  vh= 

calls  for.  To  hear  more,  use  your  phone  (probably  from  another  company  protected  by 

us)  to  call  us  at  561-988-3896.  And  ask  for  our  President,  Mike  Snyder. 
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digital  rules 

;chnology  and  the  new  economy 


Rich  Karlgaard,  Publisher 
blishcr@forbcs.com 


COMING  SOON- 
ie  STORY  OF  THF.  YEAR  has  to  be  Amazon.com,  and  not 

t  because  of  its  $10.5  billion  market  cap.  Amazon  is 
r  first  shining  rav  of  the  new  commercial  millennium — 
>urc  Web  play,  fleeting  as  a  shooting  star,  unburdened 
any  legacy  baggage  at  all.  It's  the  shape  of  business  in 
:  next  century. 

I  love  the  Amazon  story,  the  sheer  audacity,  the  nutti- 
of  it.    It's  a   storv   to  warm   the   bones  of  Joseph 

umpeter  (of  "creative  destruction"  fame)  and  bring 
^  old  Austrian  economist  waltzing  out  of  his  grave.  It's 
c  w  hen  Al  Jolson  sang  in  the  movies.  Nothing  in  com- 
:rcc  will  ever  be  the  same  again.  Should  we  then  be 
»hing  out  to  buy  shares  of  Amazon?  No;  just  enjoy  the 
Bade,  and,  like  everyone  else,  try  to  figure  out  what 
s  crazy  stock  is  telling  us. 

What  Amazon  signals,  I  think,  is  the  location  and  cli- 
nic conditions  inside  tomorrow's  big  arena  of  business 
■petition.  It's  not  what  it  used  to  be.  Nor  is  the  bet- 
^s  favorite  always  who  you  think  it  is.  A  new  type  of 
iver  has  emerged,  looking  rather  like  a  scruffy  under- 
g.  Its  chief  sleeps  on  a  cot,  looks  pale,  is  in  need  of  a 
owcr  and  eats  lunch  every  day  at  Taco  Bell.  Figure  that 

pays  himself  only  $40,000  a  year,  too.  Rut  he  holds 
)00,000  founder  shares  purchased  at  $0.0001  apiece. 
e's  one  motivated  dude. 

It  doesn't  take  long  for  Goliath — the  crowd  favorite  and 
5,  hairy  corporate  incumbent — to  sniff  out  the  intruder. 
)liath  huffs  and  puffs  and  prepares  to  squash  David.com 
it  it  were  a  bug,  planning  to  destroy  it  with  reach  and 
wer  and  weight.  But  Goliath  somehow  can't  do  it;  every 
ne  he  tries,  his  leg  feels  heavy,  unmovable,  as  though  it 
:re  paralvzed.  Goliath  just  stands  there,  a  frozen,  massive 
ilk  of  roiling  conflict  and  sheer  terror.  And  before  long, 
Stone  comes  flying  straight  at  Goliath's  forehead. 

Outdated  Models 

Even  the  strongest  of  today's  giants  may  not  realize  what 
ey're  up  against.  Take  Wayne  Huizenga,  a  true  giant  and 
rely  nobody's  fool.  He  won  big  with  Blockbuster  Video 
ares.  Now  he's  testing  the  formula  again  with  car  super- 
ores  called  AutoNation.  Huizenga  lets  out  a  mighty  roar: 
Vhat  fool  would  want  to  be  the  fifth-largest  car  lot  in 
£  city  of  Denver  when  the  top  four  are  my  Auto- 


-CYBER  CO-OPS 

Nations?"  We  get  the  picture,  Wayne.  Sort  of  like  being 
Joe's  Hardware  the  day  Wal-Mart  strode  into  town. 

Indeed,  Wal-Mart  and  Blockbuster  are  among  the 
tallest  of  today's  mighty  giants.  But  are  they  suitably 
adapted  for  the  coming  Age  of  Amazon?  That's  the  big 
question.  If  Wayne  Huizenga  thinks  so — and  he  proba- 
bly does — then  we  suggest  three  words  for  him  (and  for 
any  other  big-ticket-item  broker): 

Virtual  Fleet  Sales! 

Suppose  I  want  to  buy  a  used  Lexus  400  that's  com- 
ing off  a  30 -month  lease.  Now,  there's  a  funny  thing 
about  leases:  They  have  proliferated  this  decade.  Who 
buys  a  new  car  anymore?  Fewer  and  fewer,  particularly 
now,  in  this  age  of  hard  asset  deflation  and  superior  al- 
ternative opportunities  for  cash  (i.e.,  the  stock  market). 
Leases  expand  and  rationalize  the  market  for  used  cars, 
since  one  30-month-old  Lexus  400  is  pretty  much  like 
any  other.  The  Kelley  Blue  Book  says  the  high  retail  price 
of  such  a  Lexus  is  $46,500.  Figure  AutoNation,  with  its 
broad  purchasing  power,  can  deliver  the  car  for  $42,000. 
Not  bad,  huh? 

Not  so  fast.  You've  not  heard  of  buying  co-ops  on  the 
Web?  It's  a  business  waiting  to  burst  forth.  Maybe  Wayne 
Huizenga  will  seize  the  moment.  Recent  history  sug- 
gests it  will  be  an  Amazon-like  upstart  born  in  a  garage. 

Which  leads  us  back  to  those  three  Goliath-slaying 
words:  virtual  fleet  sales.  You  want  to  buy  a  used  Lexus 
this  week?  Ask  yourself  how  many  people  in  the  U.S.  are 
just  like  you  and  want  to  buy  one  at  precisely  the  same 
time.  How  many  buyers  like  that?  A  hundred?  Two  hun- 
dred? Five  hundred?  Imagine  if  all  the  buyers  could  find 
each  other — all  500  of  them.  What  would  they  do  next? 
My  guess:  They  would  band  together  and  form  a  used 
Lexus  buyers'  co-op  right  on  the  spot,  in  cyberspace. 
Then  they  could  go  straight  to  Lexus  and  negotiate — no, 
demand — a  fleet  sale  price.  $42,000?  You  must  be  jok- 
ing; try  $40,000.  Better  yet,  come  back  and  talk  when 
the  price  is  under  $38K.  (Of  course,  if  the  buyers  are 
really  smart,  they'll  take  the  next  step  and  invite  BMW, 
Mercedes  and  Cadillac  into  the  fun  house — and,  yes,  cre- 
ate a  real  auction.) 

The  Web,  round  two:  Let  the  auction  begin!  ES 
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'I  don't  want  to  be  told  how  to  invest  my  money.  With  the  right  information,  I  can  do  it  myself.' 


SYMBOL 

NAME 

QTY 

MARKET  VALUE 

PRICE 

SWBGX 

SCHWAB  MARKETTRACK  BALANCED 

5,657  334 

$74.67681 

13  20 

OAKVX 

OAKMARK  VALUE  FUND 

3,819.729 

$88,617.71 

23.20 

BIGRX 

AMCENT:  INCOME  AND  GROWTH 

894,682 

$23,637.50 

26.42 

SAFQX 

SAFECO  EQUITY  FUND  INC 

15,685.96 

$344,620.54 

21.97 

SCDGX 

SCUDDER  GROWTH  &  INCOME 

3,588.864 

$95,140.78 

26.51 

SSHFX 

SOUND  SHORE  FUND  INC 

3.371.187 

$91,460.30 

27.13 

AMAT 

APPLIED  MATERIALS  INC 

2,000 

$65,750.00 

32.875 

ADM 

ARCHER-DANIELS-MIDLAND  CO 

2,091.5426 

$34,249.01 

16.375 

GE 

GENERAL  ELECTRIC 

1,014,8782 

$87,786.96 

865 

HD 

HOME  DEPOT  INC 

1,406.0123 

$61,425.16 

43.6875 

INTC 

INTEL  CORP 

1,702.7672 

$148,779.28 

87.375 

EL 

LAUDER  ESTEE  CO  INC  CL 

1,005.7348 

$61,035.53 

60.6875 

PG 

PROCTER  &  GAMBLE  CO 

449.8818 

$39,083.48 

86.875 

NPRTX 

N&B  PARTNERS  NEUBERGER  &  BERMAN 

10,753,2846 

$275,069.02 

25.58 

5562941 

CALIFORNIA  ST  PUB  WKS  BRD 

1,000.000 

$1,114,400.00 

111.44 

JAVLX 

JANUS  TWENTY  FUND 

994.994 

$41,272.35 

41. 4£ 

TOTALS 

$2,647,004.43 

Howard  goes  high-tech. 


www.schwab.com 


a 


: 


Analyst 


RESEARCH  A  ST 


"I'm  always  looking  for  companies  that  fit  my  profile,  which  is  not  about 
risk.  And  today  I'm  on  schwab.com  thinking  about  Cisco.  First,  I  check 
the  close.  Then  I  click  on  the  news,  and  it  says  they  just  made  a  deal  with 

AT&Ttoday  announced  an  integrated  channel  and  cooperative  AT&T.  Which  is  very  good, 

marketing  ag  reernentwrthC  tecoSystems,  Inc.  that  includes  plans  to  ..,  ry.pru  tup  rUarft-    TVipn  I  on 

offer  value  -added  Internet  so  lutbns  available  to  all  AT&Tsates  '  LUCI-K  ulc  UUUL5'    lucu  l  6U 

channels,  including  authorized  agents  of  the  AT&T  Alliance  Program  to    the    Analyst    Center    for    First 

Busineswire,  io/22/98       Call  Consensus  Earnings  Estimates,  and  1  look  under  Insider  Activity  -  I 
always  want  to  know  where  management  is  or  if  there's  any  insider  activity  going  on. 

"Then  1  go  to  the  S&P  Company  Report,  which  is  a  complete  snapshot,  and  1  see  its  got  a  5- 
rating,  and  the  earnings  are  a  B  plus  and  the  analyst  consensus  is  'buy'  Knowing  what  I  know,  1  mo\| 
money  out  of  one  of  my  munis  and  place  a  buy  order  for  1,000  shares,  which 
confirmed.  All  online. 

"If  1  have  a  question,  I'll  call  my  Schwab  rep  or  e-mail  them.  If  I  get  bored,  1 1 
go  down  to  the  Schwab  office  to  chat.  Everyone  says,  'Hey  Howard,  how're  yc  j 
doing?'  It's  like  going  to  the  barbershop,  everybody  knows  my  name."  howar  J 


,:.N,i| 


Securit)  prices  shown  are  as  ol  LO/22/98  Individuals  appearing  are  actual  Schwab  customers  and  were  paid  I  he  experiences  depicted  arc  those  of  the  mdmdual(s)  app 
be  representative  ol  anyoni  elses  experience  I  he  positions  shown  are  actual  holdings  ol  the  individuals  appearing  and  reflect  partial  portfolio  holdings.  No  mention  of  a 

I  as  a  recommendation  hi  i dered  an  offa  to  sell  or  a  solicitation  ol  an  offei  to  buj  anj  securities  Schwab,  its  affiliates,  their  employees  and/or  their  dir  j 

positions  in  these  securities  referenced,  ami  may,  as  principal  or  agent  buj  from  oi  sell  to  customers  Schwab  or  its  affiliates  may  perform  or  solicit  investment  banking 


1-800-4SCHWAB 


280  Bi 


'We're  both  aging  ex-jocks.  To  us,  investing  is  a  game  we  can  still  win. 


arion  &  Rick,  playing  it  cool. 


SYMBOL 

NAME 

QTY 

MARKET  VALUE 

PRICE 

csco 

CISCO  SYSTEMS  INC 

300 

$17,531.25 

58  4375 

KO 

COCA  COLA  COMPANY 

430  9183 

$29,787  23 

69  125 

EMR 

EMERSON  ELECTRIC  CO 

4599307 

$29,521.80 

64  1875 

XON 

EXXON  CORPORATION 

502.4408 

$36,050.13 

71  75 

HWP 

HEWLETT-PACKARD  COMPANY 

300 

$17.34375 

57.8125 

HCOW 

HORIZON  ORGANIC  HLDG  CP 

300 

$4,012.50 

13.375 

INTC 

INTEL  CORP 

100 

$8.73750 

87.375 

MO 

PHILIP  MORRIS  COS  INC 

200 

$10,025.00 

50.125 

SAF 

SCUDDER  NEW  ASIA  FUND 

100 

$868.75 

8.6875 

W 

WESTVACO  CORPORATION 

894  7231 

$22,983  20 

256875 

TOTALS 

$176,861.11 

www.schwab.com 


'Marion  has  a  big  business  background  and  is  the  raging  bull. 

I  had  a  smaller  business  and  am  "more  conservative.  We  started 

investing  in  '86  with  25  shares  of  four  different  companies.  Now 

e  have  three  accounts  at  Schwab  —  our  individual  IRAs  and  our  joint  account. 

"For  us,  investing  together  is  something  we  really  enjoy.  But  we  can't  buy 

anything  unless  we  both  agree. 

"We've  attended  seminars  sponsored  by  Schwab. 
And  I'm  regularly  on  the  phone  with  them  —  we're  part  of  the  Schwab 
500  team,  which  means  they  really  get  to  know  us  and  what  we  look  for. 

"We  read  and  watch  TV,  but  do  our 
serious   research   online.    On   the   couch. 


Watch  List  1 

uasi 

T  csco 

57  1/2 

A  KO    ^ 

6711/16 

T  DDF?+B 

24  5/8 

T  EMR 

63  7/8 

T   ZON 

72  3/4 

O  HCOW 

141/8 

V  INTC 

8611/16 

Market  Summary  by  Briefma  com 

Oct.  22,  1998. 12:1*5  ET 

With  the  dogs.  On  schwab.com.  Because  of     Ma^et  mixed  at  mid-davwith  techs  holdina 


their  own  v^hile  hlue  chips  trail  the  artinn 

he  recent  volatility  we're  not  buying  today,  just  checking  out  the     Blue  chip  losses  kept  in  check  with  help 

..„  i  ,-,,     i    ,  .  from  financial,  airline  &  oil  drilling  issues 

.tocks  on  our  Watch  List,    rick 


my  mentioned  in  this  matenal.  Mutual  Fund  prospectuses  containing  more  complete  information  including  management  fees,  charges  and  expenses  are  available 
Please  read  carefully  before  investing.  Investment  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  the  original  cost.  Access  to 
ur  account  may  be  limited  during  penods  of  peak  demand.  Past  performance  is  no  guarantee  of  future  results.  Standard  and  Poor's  has  a  quality  rating  (A+  to  D),  which  is 
ssthe  relative  growth  and  stability  of  earnings  and  dividends  over  the  past  10  years  ©1998  Charles  Schwab  &  Co.,  Inc.  All  nghts  reserved.  Member  SIPC/NYSE.  (1298-4766) 


ft  iwide 


Charles  Schwab 


At  some  point  it  stops  b 


Like  maybe,  ^ 
tomorrow. m< 

It's  all  within  your  reach. 


AT&T 


VT&T  Available  with  new  digital  phones  in  many  areas.  Domestic  calls  only 


www.att.com/wireless 


To  market,  to  market,  to  pizza 
joint,  to  peewee  soccer.  AT&T 
Digital  One  Ratesv  transforms 
your  wireless  phone  from 
something-for-emergencies 
into  something-for-everything. 

One  low  rate  in  all  SO  states. 
No  roaming  or  long  distance 
charges.  No  coming  home 
with  the  wrong  parsley. 

Shorter  errands.  Longer 
weekends.  Maybe  you  really 
can  have  it  all,  if  you  get  it  all 
from  the  right  place. 


eyeball 

I  see  a  world  in  a  grain  of  sand... "/Edited  by  Ben  Pappas 

taking  the  grade 


i  One  of  the  curses  of 
3  being  a  college  prof 
|  is  having  to  read  all 
those  boring  and  semi- 
literate  term  papers. 
Peter  Foltz,  a  professor 
of  psycholinguistics  at 
the  University  of  New 
Mexico,  has  invented  a 
program  called  the 
Intelligent  Essay  Advisor 
CO  save  him  that  tedium. 
His  program  uses  a 
form  of  artificial  intelli- 
gence known  as  latent 
semantic  analysis.  Before 
grading  .\n  essay,  the 
program  "learns"  about 
a  topic  from  an  encyclo- 
pedia or  textbook.  Next 
the  program  is  \cd  pregraded  essays  on 
the  topic  so  it  can  determine  what  constitutes 


a  good  or  bad  essay. 

"It  surprised  us  how  well  it  worked," 
savs  Foltz.  The  computer's  grades  match 
the  grades  Foltz  would  have  given  about  85% 
of  the  time — which  is  exactly  how  often  any 
two  human  graders  tend  to  agree  with  each 
other.  The  big  difference:  The  whole 
process — reading,  grading  and  giving  feed- 
back— takes  the  computer  less  than  half  a 
minute. 

Foltz  thinks  the  program  has  legs  in  the  cor- 
porate world.  This  summer  he  formed  Knowl- 
edge Analysis  Technologies  to  develop  Web- 
based  software  for  testing  companies, 
publishers,  government  agencies  and  corporate 
training  programs. 

Won't  job  applicants  and  trainees  object  to 
being  screened  by  a  lousy  computer?  Not  if 
Foltz's  students  are  any  guide.  "I  told  my  last 
class  they  could  take  die  grade  die  computer  gave 
them  or  they  could  take  my  grade,"  says  Foltz. 
"Every  student  chose  the  computer."  -B.P. 


iccentuate  the  negative 


h  thought 
lere  must 

a  more 

rect  way 

lower 
[pettations." 


In  PURSUIT  OF  GOOD  workers,  most  employ- 
ers paint  glowing  pictures  of  the  job  they  are 
seeking  to  fill.  Most  employees  therefore  start 
off  with  high  expectations.  In  the  early  Eight- 
ies Ohio  State  University  psychologist  John 
Wanous  discovered  companies  could  reduce 
turnover  by  lowering  the  expectations  of  new 
employees.  Wanous  developed  something 
called  the  Rjl\  or  "realistic  job  preview" — a  kind 
of  formula  for  corporations  to  use  to  temper 
the  overly  rosy  expectations  of  new  employees: 
No,  you  won't  double  your  salary  in  three 
years;  yes,  you  will  work  plenty  of  weekends — 
that  sort  of  thing. 

Companies  that  adopted  the  use  of  Wanous' 
RJP  sav  they  reduced  turnover  by  as  much  as 
10%.  Hence,  last  year  another  prof  created  a 
management  tool  to  make  the  new  employee 
feel  even  worse.  He  is  M.  Ronald  Buckley,  a 
professor  of  management  and  psychology  at  the 
University  of  Oklahoma.  "We  thought  there 
must  be  a  more  direct  way  to  lower  expecta- 
tions," says  Buckley. 

Buckley's  elp,  or  "expectation-lowering  pro- 
cedure," strongly  recommends  resisting  any 
impulse  to  put  the  proffered  job  in  a  good 
light.  To  test  this  theory,  Buckley  and  his  col- 
leagues ran  a  yearlong  study  with  140  south- 
western factory  recruits.  One -half  received 
normal  orientation  on  starting  a  new  job:  a 


handshake,  an  orientation  book  and  maybe  a 
viewing  of  the  company  promo  film.  The 
others  got  the  cold-water  treatment. 

After  one  year,  fully  one-third  of  the  opti- 
mistic dreamers  had  moved  on;  only  a  sixth  of 
those  who  got  the  cold-water  treatment  had 
left.  "The  elp  is  a  psychological  flu  shot,"  says 
Buckley.  "Expectations  can  be  problematic  at 
work." 

Yeah,  but  who  wants  to  be  told  that  there  is 
almost  no  hope  of  promotion,  and  the  work  is 
boring?  -B.P. 
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The  Forbes/Bridge  Economic  Forecast 

Edited  by  Shlomo  Z.  Reifman 


•IM 


HE  U.S.  ECONOMY 

Automobile  sales  (mil) 
Capacity  utilization  (%) 
New  housing  starts  (thou) 
Retail  sales  ($bil) 
Trade  balance  ($bil) 
Unemployment  rate  (%) 
Gross  domestic  product  (%) 

Onflation 


Actual 


last  year 

15.5 

83.3 

1,475 

1,941 

-110.7 

4.7 

3.9 


latest 

15.7*nov 

80.6 

1.594*   ' 
2,015*°ct 

-151.5*sePt 
4.4  nov 
3.3  3rd  qtr 


mean 

15.0 

81.7 

1,554 

2,345 

-201.8 

4.6 

3.2 


1998  est 
high 

15.9 

82.5 

1,610 

2,650 


low 

12.0 

81.0 

1,450 

2,025 


-120.0     -251.0 
5.0  4.2 

3.7  2.5 


4-wk 
%  chg 
in  mean 


0.2 
0.0 
0.8 
NA 
0.4 
0.4 
2.2 


CPI  services  (unadjusted)  (%) 

2.7 

2.5  oct 

2.7 

3.1 

2.2 

0.8 

CPI  total  (unadjusted)  (%) 

1.7 

1.5  oct 

1.6 

1.8 

1.4 

-1.3 

IPnterest  rates 

30-year  Treasury  yield  (%) 

5.92 

5.00 

5.28 

6.00 

4.90 

0.6 

3-month  Treasury  yield  (%) 

5.35 

4.33 

4.63 

5.42 

4.00 

-1.1 

©RICES 

CRB-Bridge  spot  indexes 

271.81 

236.99 

240.00 

270 

210 

-1.4 

Gold  per  troy  ounce  ($) 

288.80 

291.30 

280.33 

290 

255 

-0.5 

Oil/bbl  W  Texas  Intermediate  ($) 

17.63 

11.18 

14.05 

18 

9 

-11.1 

URRENCY 


German  marks  per  dollar  1 .80 

Yen  per  dollar  130 


1.67  1.72  1.85         1.61         0.0 

119  130  160  119       -1.6 


^pEDERAL  FUNDS  WATCH  Next  Federal  Reserve  meeting:  Dec.  22. 1998 
Current  rate:  4.75%  Last  action:  Nov.  17, 1998     -25  basis  points 

Likelihood  of  shift  in  interest  rates  in  the  next  90  days  by  the  Federal  Reserve 


Very  likely 


Possibility  of  decrease  or  increase 


Very  unlikely 


Estimates  are  contributed  by  leading  economists,  who 
surveyed  biweekly  by  Bridge  Information  Systems 
Forbes  magazine.  Consensus  forecasts  as  of  12/3/98. 


.  Mickey   Levy,    chief  economist  2 
BankAmerica  Corp.,  doesn't  exp 
American  consumers  to  significan 
tighten  their  purse  strings.  Levy  note 
that  the  weakened  manufacturirr 
sector  is  being  offset  by  lower  intere:i 
rates,  a  strong  dollar  (relative  to  othc 
currencies)  and  a  drop  in  oil  price, 
During  the  third  quarter  of  1998, 
sonal  consumption  (annualized 
adjusted  for  inflation)  rose  to  $5.2  tri 
lion,  a  4.8%  gain  over  last  year's  thii 
quarter.  While  Levy  thinks  person 
consumption  will  slow  somewhat 
1999,  he  still  expects  a  healthy  3,1 
growth  rate  in  consumption  for  til 
entire  year.  Levy's  1999  forecast  fJ 
gross  domestic  product:  a  1 .8%  ann| 
alized  increase  through  June,  followi 
by  2.8%  growth  in  the  second  half. 

SPECIAL  FOCUS 


Gold  (per  troy  oz.) 


1996  1997  1998 

Gold  has  lost  25%  of  its  value  since 
the  start  of  1996.  With  inflation  well  ir 
check,  there's  not  much  hope  for  a 
recovery  in  gold  prices.  The 
Forbes/Bridge  consensus:  a  gold 
price  of  $289/ounce  by  the  end  of 
1999  versus  $280  for  year-end  1998) 


Current:  304.1*t  Previous  302.8t 


Current        Previous       Change 
156.1  142.9  9.2% 


The  Forbes  Index  is  a  measure  of  U.S.  econon 
activity  composed  of  eight  equally  weight 
elements:  the  cost  of  services  relative  to 
consumer  prices,  the  level  of  new  orders 
durable  goods  compared  with  manufacture 
inventories,  total  industrial  production,  n 
housing  starts,  personal  income,  new  claims 
unemployment  compensation,  total  retail  s< 
and  total  consumer  installment  credit. 


Our  Web  site,  www.forbes.com,  has  daily 
updates  on  economic  estimates  and  detaile 
information  on  Forbes  Index  components. 


"Twelve  months.  Autos,  light  and  heavy  trucks,  including  imports.  Total  single  and  multiple  family,  seasonally  adjusted.  'Excluding  auto  sales,  annualized  and  seasonally  adjusted. 

Total  goods  and  services,  annualized  and  seasonally  adjusted.  Percent  of  civilian  labor  force.  Quarter-to-quarter  percent  change,  annualized.  NA:  Not  available.  Source:  Bridge  Information  Syste 
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dynamics: 

creating  a  world  of  opportunity 


The  euro  heralds  the  dawn  of  new 
commercial  realities. 

With  a  new  currency  in  Europe,  new  investment 
and  business  practices  will  develop.  This  will  have 
an  impact  on  corporate  strategy,  funding  and  risk 
management  issues. 

Some  things  will  be  simplified,  as  corporates  and 
financial  institutions  look  to  consolidate  cash 
management  and  streamline  their  relationships  in 
the  euro  zone.  But  EMU  also  brings  new  sets  of 
risks  and  opportunities. 

These  risks  and  opportunities  make  it  crucial  to 
have  a  trusted  and  knowledgeable  partner  with 
unmatched  European  expertise.  A  partner  who 
listens  to  your  financial  objectives  and  then  works 
with  you  to  transform  them  into  reality. 

That  partner  is  Deutsche  Bank,  with  a  proven 
track  record  spanning  the  full  range  of  financial 
services.  Our  growing  list  of  accolades  include 
"Number  1  for  Best  advice  and  research  on  the 
Euro"*  and  "Corporates'  Number  1  choice  for 
Derivatives"**.  Deutsche  Bank  has  an 
unparalleled  corporate  franchise  throughout  the 
euro  zone.  Taking  this  breadth  of  experience  and 
our  powerful  balance  sheet,  we  help  devise 
solutions  that  make  life  simpler  and  more 
profitable  for  our  clients. 

Think  euro,  think  Deutsche  Bank. 


Jtsche  Bank  Securities  Inc 


Deutsche  Bank 


0 
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Are  oil  stocks  now  a  buy? 


hiirt 


The  John  D.  way 


By  Robert  Lenzner  and  Toni  Mack 

It's  contrarian  time 
again.  With  oil  prices  in  vir- 
tual collapse,  any  red- 
blooded  contrarian  will  ask: 
Is  it  time  to  buy  oil  stocks? 
Let's  look  at  it  the  way 
old  John  D.  Rockefeller 
would  have.  The  brilliant 
energy  economist  Daniel 
Yergin,  writing  recently  in 
the  Wall  Street  Journal, 
pointed  out:  "In  1884, 
during  one  of  the  periodic- 
price  collapses  caused  by 
overproduction,  [John  D.] 
Rockefeller  urged  his  col- 
leagues to  .  .  .  purchase 
aggressively." 

That's  exactly  what  his 
heirs  at  Exxon  are  doing: 
purchasing  aggressively.  In 
this  case  a  $70  billion  pur- 
chase of  Mobil. 

At  $11.25  a  barrel,  oil, 
adjusted  for  inflation,  is 
way  below  the  $3  price 
that  prevailed  before  the 
mid-1970s.  That  certainly 
qualifies  as  a  price  collapse. 
The  majors  can't  raise 
prices  at  retail  because  of 
fierce  competition  from 
independent  discounters 
who  can  get  all  the  supplies  they  want 
in  a  spot  market  awash  in  the  stuff.  A 
mild — so  far — winter  isn't  helping. 

Turn  that  trouble  on  its  head,  how- 
ever, and  it  spells  opportunity.  Oil 
prices  will  recover  one  day.  They 
always  have.  Acting  on  that  certainty, 
Rockefeller  built  the  greatest  fortune 
the  world  had  ever  seen. 

Pressed  to  show  a  decent  return  for 
shareholders,  giant  oil  companies  that 
would  never  have  dreamed  of  selling 
out  in  the  past  are  putting  themselves 
on  the  block.  The  British  Petroleum- 
Amoco  merger  got  die  ball  rolling,  and 


SO 


" 


now  Exxon  and  Mobil  want  to  merge. 
There  will  be  more.  Arco  is  mentioned 
as  a  possible  bride.  So  is  Chevron.  Sell- 
ing out  is  a  way  to  get  a  premium  for 
your  stock — Exxon  offers  30%  over 
Mobil's  premerger  market  price. 

For  Exxon,  die  merger  spells  expan- 
sion at  relatively  low  prices — the  old 
John  D.  Rockefeller  tactic.  Besides  get- 
ting assets  that  would  not  otherwise 
have  been  available,  Exxon  and  the 
other  acquirers  have  the  opportunity 
to  squeeze  out  huge  amounts  of  over- 
head. Oil  is  one  business  where — as  it 
used  to  be  said  about  marriage — two 


can  live  as  cheaply  as  one.  "Right  nc 
too  many  corporate  overheads  a 
chasing  too  few  quality  opportunities 
says  Robin  West,  chairman,  Petroleu 
Finance  Co.,  a  Washington- based  < 
and  gas  consultant. 

Eliminating  some  of  the  overhea 
won't  reduce  die  supply  or  the  dema 
for  oil,  but  will  reduce  die  overall  a 
of  getting  it  to  market.  In  the  end,  d 
benefits  consumers  and  producers. 

Leaner  and  fewer,  the  big  oil  coi 
panies  will  be  in  great  shape  when 
prices  start  to  rise  again. 

That's    the    contrarian   case    I 
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:  irinking  margins  of  profit 


I  West  Texas 
intermediate  crude 

"I  ($  per  barrel) 


$6.5 


Production  costs 

(barrels  of  oil  equivalent) 


160% 


Production 

replacement 

performance 


'90  '94 


I    I 
'87  '91  '95    '97 

Source:  Petroleum  Finance  Co. 


With  crude  oil  at  $11.25  a  barrel,  supermajors  Exxon 
and  Mobil  don't  even  replace  100%  of  their  reserves. 


"The  principal  motivation  and  the 
primary  competitive  justification  for 
BP-Amoco  and  Exxon-Mobil  is  to  gain 
the  necessary  scale  to  undertake  larger 
and  riskier  global  exploration  and 
development  projects  that  become 
available,"  says  Philip  K.  Verleger  Jr., 
senior  adviser,  the  Brattle  Group,  an 
international  consulting  firm.  With 
these  opportunities  and  with  costs  cut 
through  consolidation,  "They're 
going  to  mint  money  eventually  on 
the  lower  cost  structure,"  he  says. 

Oil  stocks  are  not  for  Internet 
traders,  who  like  to  buy  in  the  mid- 
morning  and  sell  after  lunch.  Oil 
prices  could  go  lower.  But  investors 
willing  to  take  the  John.  D.  Rocke- 
feller view  ought  to  have  some  oil 
shares  in  their  portfolios.  ■■ 


buying  oils  now.  The 
unknowable  is  time.  When 
John  D.  bought  oil  assets 
during  slumps,  he  knew  prices 
would  come  back.  He  didn't 
know  when.  It  takes  time  to 
squeeze  out  the  savings  in  a 
large  acquisition.  Chevron 
took  ten  years  to  get  the  full 
benefits  from  buying  Gulf  for 
S13  billion  in  1984. 

Take  the  Exxon-Mobil 
merger.  It  projects  savings  of 
S2.8  billion,  mostly  from 
laying  off  9,000  employees, 
or  8%  of  the  staff.  "Exxon  is 
paying  a  huge  premium  for 
Mobil.  No  way  they  recover 
this  in  the  short  run,"  says 
Gerald  Kepes,  managing 
director,  pfc.  The  merger 
might  even  penalize  earnings 
a  bit  over  the  first  few  years. 
Longer  run,  however,  the 
tnetits  will  be  tremendous.  A  quarter 
la  century  ago,  many  big  oil-produc- 
k  nations  gave  the  boot  to  the  big 
rernational  oil  companies:  Saudi 
labia,  Iran,  Iraq,  Kuwait.  They  decid- 
i  to  develop  the  oil  for  themselves. 
lit  they  are  running  out  of  money  and 
is  only  a  matter  of  time  until  they  let 
I:  international  companies  back  in — 
least  as  managing  partners. 
'Exxon  Chairman  Lee  Raymond  told 
pRBES  last  year,  "It's  a  lot  cheaper  to 
I  buy  the  stuff  you  already  know  than 
take  a  chance  on  exploration." 
■lat's  what  he's  doing  in  this  deal. 


rano 

Edgar  Bronfman  Jr.  took  Seagram  to  Hollywood 
with  dismal  results.  He  needs  an  exit  strategy. 

The  Diller  option 


By  Robert  La  Franco 

Many's  the  day  Edgar  Bronfman  Jr. 
must  wish  he  had  stayed  in  the  liquor 
business  rather  than  tackling  Holly- 
wood. Seagram's  $5.7  billion  invest- 
ment in  Universal  Studios  has 
brought  him  and  his  shareholders 
nothing  but  headaches  (Forbes, 
Apr.  7,  1997;  Nov.  2,  1998).  After  his 
recent  firings  of  Universal  Chief  Exec- 
utive Frank  Biondi  Jr.  and  production 
head  Casey  Silver,  only  one  of  his  top 
executives,  Ron  Meyer,  remains. 

Seagram's  stock,  now  half-booze, 
half-entertainment,  has  gone  no- 
where in  a  roaring  bull  market.  Even 
Bronfman's  recently  completed  pur- 
chase of  PolyGram,  the  world's 
biggest  music  company,  for  $10.4  bil- 
lion, did  little  to  revive  the  stock. 

Clearly  in  over  his  head,  Bronfman 
maybe  wondering  about  an  exit 
strategy.  His  best  bet  may  be  Barry 
Diller,  the  56-year-old  media  wizard 
who  now  runs  a  hodgepodge  of 
assets  but  wants  more.  He  currently 
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controls  16  TV  stations,  the  Home 
Shopping  Network  and  the  Ticket- 
master  Online-CitySearch  axis  of 
local  information  and  shopping  sites. 

Diller  and  Bronfman  are  already  in 
bed  together:  Last  year  Bronfman, 
43,  handed  Diller  control  of  Univer- 
sale domestic  TV  operation,  which 
makes  movies  and  series  for  televi- 
sion. The  Universal  operation  is  now 
half- owned  by  Universal,  half  by 
Diller's  USA  Networks. 

Diller's  ambitions  are  almost 
boundless.  He  recently  tried  to  buy 
NBC  from  GE,  with  no  luck.  Running 
a  movie  studio  would  be  nothing 
new  for  him:  He's  run  them  before, 
including  Paramount  and  Twentieth 
Century  Fox. 

Will  Bronfman  eventually  toss  in 
the  towel  and  after  some  face-saving 
turn  his  studio  over  to  Diller? 

In  TV,  Universale  film  library  could 
serve  as  a  hedge  against  Diller's  local 
programming  strategy,  now  strug- 
gling for  footing  in  its  first  market, 
Miami.  Control  of  the  old  films 
would  give  Diller  better  control  of 
programming  on  his  two  cable  net- 
works (USA  and  SciFi).  Home  Shop- 
ping Network  provides  a  tidy  infra- 
structure for  selling  Universal 
products  such  as  videos  and  toys. 

Certainly  Diller  has  the  financial 
wherewithal  to  pull  off  a  major  trans- 
action. His  USA  Networks'  debt  load 
is  only  $610  million,  just  1.5  times 
cash  flow.  He  could  easily  borrow  up 
to  five  times  cash  flow  without  strain- 
ing his  finances. 

Although  his  confidants  insist  he 
has  no  interest,  Diller  has  done  an 
excellent  job  with  the  TV  assets  he 
took  over  from  Universal.  Universale 
remaining  half-interest  in  them 
helped  lift  studio  cash  flow  by  24% 
even  as  the  film  unit  declined. 

Edgar  Bronfman  Jr.  is  a  proud 
man.  Before  he  would  hand  control 
of  the  movie  studio  to  Diller  he 
would  require  some  kind  of  a  face- 
saving  cover.  But  time  is  running  out. 
If  not  Diller,  Bronfman  will  have  to 
make  a  dramatic  move  soon,  if  only  to 
hire  some  other  big-name  studio 
boss.  Whichever  way  he  chooses,  he'll 
probably  have  to  give  up  some  equity. 
Though  die  Bronfman  clan  owns  30% 
of  Seagram,  the  other  shareholders 
are  running  low  on  patience.  H 
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How's  this  for  a  grabber:  Corporate 
polluter  kills  children.  Only  in  Hollywood,  friends, 
only  in  Hollywood. 

Disney  pollutes 


By  Michael  Fumento 


Opening  soon  at  a  theater  near  you, 
courtesy  of  the  Walt  Disney  Co.: 
another  movie  stereotyping  business 
as  dangerous  to  your  health. 

Disney's  Touchstone  Pictures'  A 
Civil  Action,  starring  John  Travolta, 
is  based  on  Jonathan  Harr's  best- 
selling  1995  book  of  the  same  tide.  It 
tells  of  the  years  attorney  Jan 
Schlichtmann  and  his  small  law  firm 
spent  "seeking  justice"  for  eight 
Woburn,  Mass.  families  who  lost 
seven  children  and  one  adult  to 
leukemia.  After  an  expensive  and 
inconclusive  trial  in  1986,  the  alleged 
villain,  W.R.  Grace  &  Co.,  settled  for 
$8  million. 

Nobody  won  this  case.  You  can't 
say  the  families  won:  After  all,  they 
lost  their  kids.  After  costs,  the  lawvers 
didn't  exactly  clean  up.  Far  more 
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W.R.  Grace  &  Co.  site  in  Woburn,  Mass. 
Presumed  guilty. 


than  losing  $8  million,  Grace  suffei 
devastating  publicity'. 

When  personal  injury  lawyers 
about  identifying  the  cause  of  th 
clients'  illnesses,  they  use  sophistic 
ed  methodology.  First  they  ident 
someone  with  deep  pockets.  Tr 
they  find  something  that  Deep  Po 
ets  did  that  a  jury  might  accept  as 
cause  of  the  illnesses. 

Schlichtmann  found  two  d< 
pockets  with  plants  in  Woburn:  B 
trice  Foods,  which  owned  a  tann< 
and  Grace,  which  owned  a  shop  t 
made  packaging  machinery.  Botl 
these  corporations  dumped  chemi 
into  the  ground.  The  the 
advanced  by  attorneys  for  the  pi; 
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I  was  that  these  wastes  polluted 
ler  wells  nearby,  causing  cancer  in 
pie  who  drank  from  them, 
nough  the  book  mentions  se\cral 
sible  contaminants,  the  movie 
is  just  one,  trichloroethylene 
-  ,  a  common  solvent  for  cleaning 
ials. 

es,  Grace  employees  were  guilty 
dumping  tce  behind  the  shop  it 

built  in  Woburn  in  1960  (and 
|ce  is  now  spending  a  lot  of  money 

ean  up  the  site).  But  there  is 
ething  really  dangerous  about  the 
Ke:  It  perpetuates  the  popular 

h  that  anv  cancer  cluster  must 
|c  pollutants  as  its  cause. 

here  are,  moreover,  two  good 
ons  the  Woburn  leukcmias,  even 
ley  were  due  to  pollution,  had 

ing  to  do  with  Grace's  pollution, 
t,  it  is  now  widely  believed  that 

is  not  a  human  carcinogen.  Next, 
i  if  it  were,  Grace's  TCE  could  not 
e  migrated  to  the  wells  in  ques- 
1  in  time  to  cause  an  effect. 
pround  contamination  has  been  a 
ure  of  Woburn  since  circa  1650, 

n  a  hide  tanner  set  up  shop  and 
an    treating   animal   skins  with 

erous  chemicals.  Soon  the  area 
ame  the  tanning  capital  of  Amer- 
ind probablv  one  of  its  earliest 
ic  waste  sites,  with  large  doses  of 
tnic,  a  deadlv  poison  and  human 

inogen. 

in  1958,  two  years  before  Grace 
tned  its  machine  shop,  a  city-hired 
■leering  firm  prepared  a  report 
ng  that  the  aquifer  into  which  the 
horities  w  anted  to  sink  two  wells 
;  thoroughly  polluted  and  not  fit 
drinking.  The  city  dug  anyway, 
■ince  the  trial,  Ohio  State  Univer- 

geologist  E.  Scott  Bair  has  stud- 

the  underground  migration  of 
micals  near  Woburn  and  conclud- 

Nothing    from     Grace's    land 
•uld  have  gotten  to  the  wells  in  the 
e  period  required." 
Beatrice  got  off  the  hook  during 

trial  because  of  a  geologist's 
ort  finding  that  its  contaminants 
lid  not  have  reached  the  wells.  Yet 
llichtmann  himself  declared,  in  an 
>ellate  brief  aimed  at  getting  Bea- 
:e  back  as  a  defendant,  that  the 
itrice  tannery  was  a  far  more  plau- 
le  source  of  the  well  contamina- 
n  than  the  Grace  machine  shop. 
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Another  company  that  dumped  sol- 
vents and  other  chemicals  is  located 
near  Beatrice's  site,  and  much  closer 
to  the  wells  than  Grace's  site — but 
settled  before  Schlichtmann  even  got 
on  the  scene. 

In  1982,  when  Schlichtmann  sued 
Grace,  information  on  the  solvent 
TCE  was  relatively  sketchy.  Now  we 
have  the  results  of  numerous  rodent 
studies  in  which  the  animals  were 
dosed  with  thousands  of  times  the 
amount  of  chemical  that  humans 
might  receive  in  their  drinking  water. 
Of  the  35  rodent  studies  in  the  Car- 
cinogenic Potency  Database  devel- 
oped by  U.C.  Berkeley  biologist  Lois 
Swirsky  Gold,  none  has  found  a  TCE- 
leukemia  connection. 

What  about  studies  of  human 
exposure?  In  1995  the  Internation- 
al Agency  for  Research  on  Cancer 
evaluated  four  individual  studies 
concerning  occupational  exposures 
to  TCE  and  found  no  statistically 
significant  increases  for  any  type  of 
cancer. 

Cancer  clusters  are  scary,  and  nat- 
urally the  victims  want  to  point  a 
finger  at  some  evildoer.  But  the  truth 


is  that  they  are  more  likely  to  be  due 
to  chance  than  to  pollution.  From 
1961  to  1983,  the  Centers  for  Dis- 
ease Control  6k  Prevention  investi- 
gated 108  cancer  clusters  from  29 
states  and  5  foreign  countries.  It 
found  no  clear  cause  for  any  of  them. 
Disappointing  for  Pulitzer-seeking 
newspaper  editors — and  for  script- 
writers. 

"Diseases  don't  fall  evenly  on  every 
town  like  snow,"  Yale  epidemiologist 
Michael  Bracken  has  noted.  "There 
are  clusters  of  any  kind  of  cancer." 

The  film  script  notes  that  Grace's 
settlement  with  the  families  involved 
no  admission  of  guilt.  But  by  this 
time  the  viewer  needs  none.  Grace 
dumped  a  chemical  we're  led  to 
believe  is  a  killer  and  eight  people  are 
dead.  The  audience  will  walk  out  of 
the  theater  believing  they've  seen 
another  Walt  Disney  movie  with  a 
witch  handing  out  poison  apples — 
but  this  time  for  real.  M 

Michael  Fumento  is  a  senior  fellow  at 
the  Hudson  Institute  in  Washington, 
D.C.,  where  he  specializes  in  health 
and  science  issues. 


COMPANIES 


After  a  sluggish  start,  Hewlett-Packard 
has  made  itself  a  power  in  the  PC  business. 
Now  comes  the  hard  part:  Making  a  real  profit. 


Defending 
the  desktop 


By  Eric  Nee 

You've  got  to  wonder  why 
Hewlett-Packard  is  so  intent  on  com- 
peting in  the  commodity-like  PC  busi- 
ness. The  profits  are  thin,  and  HP's 
technical  innovation  and  top-notch 
engineering  provide  no  real  edge. 

In  just  a  few  years  HP  has  pushed 
its  long-stumbling  PC  business  to  $9 
billion  in  annual  sales.  But  operating 
profits  in  its  PC  unit  are  only  3  cents 
on  the  dollar  compared  with  Dell's 


11  cents.  The  PC  unit  ran  a  $60  mil- 
lion loss  in  the  second  quarter  on 
price  cuts  and  bloated  inventory. 

"Even  today  you  can  find  people 
on  the  board  of  directors  who 
wonder  whether  we  ought  to  be  in 
it,"  says  Lewis  Piatt,  HP's  chief  exec- 
utive officer. 

Why  bother?  The  answer  Piatt 
gives  us  is  the  same  answer  he  gives 
doubting  directors:   We're   in   PCs 
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Hewlett-Packard's  PC  honcho  Duane  Zitzner  hopes  to  pass  IBM  next  year. 

because  we  have  to  be.  Piatt  saw  early 
on  that  cheap  computers  based  on 
Microsoft  Windows  and  Intel  chips 
posed  a  threat  to  HP's  business  in 
workstations  and  midrange  systems. 
If  the  business  was  moving  in  that 
direction,  HP  had  better  be  there. 

It  got  in  early,  a  year  before  the 
1981   debut  of  the   IBM   Personal 
Computer.  Still,  when  Piatt  took  over 
in    1992,   it   had   only    1%   of  the 
market.  HP  is  now  number  4  in 
portable,  desktop  and  server  PCs 
worldwide  and  number  2  in  the 
U.S.  retail  market,  a  segment  it 
entered  only  in  1995.  PC  sales 
rose  a  solid  1 3%  this  year.  The  PC 
business  now  provides  almost 
20%  of  HP's  $47  billion  in  annual 
revenue.  Related  PC  printers  and 
faxes  grew  10%  this  year  and 
contribute  another  $16.6  billion, 
or  35%  of  total  sales. 

The  old  HP,  built  on  lumber- 
ing but  highly  profitable  busi- 
nesses   such    as    testing    gear, 
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instrumentation,  medical  products 
and  components,  is  vanishing.  These 
businesses  grew  only  2%  last  year  and 
comprise  just  16%  of  revenues.  Piatt 
would  not  rule  out  the  possibility  of 
selling  or  spinning-out  one  or  more 
of  these  slow-growth  units  in  the 
future.  Chemical  analysis,  perhaps? 

But  while  HP  has  achieved  good 
growth  in  PCs  it  hasn't  been  very 
profitable  growth.  In  gross  profits — 

PC  shootout 


lin 


revenue  less  the  cost  c|f 
manufacturing — HP's     p 
unit  delivers  a  17%  margir  - 
to  Dell's  22%.  hp  spend 
14%    of  sales   on   sellin 
overhead,  sharplv  high 
than  Dell's  11%.  these 
atively  high  costs  in  bo; 
manufacturing  and  sellin 
explain  HP's  low  rate  ( 
profitability  in  PCs. 

For  this  the  stock  mark, 
penalizes  HP.  It  puts  a  $6 
billion  valuation  on  HP 
$47  billion  in  revenue 
Dell,  with  a  third  of  HP 
revenues,  has  a  market  a 
nearly  one-third  higher. 

So  the  pressure  is  on  l\  M[ 
Vice  President  Duai^  n 
Zitzner,  51,  who  tookov  jn( 
the  PC  business  in  199} 
when  HP  ranked  seventh  ,  mi\ 
shipments.  He  has  slash^  ?lrtr 
away  at  costs.  While  l|  (j 
trails  Dell  in  efficient.  ,. , 
inside  HP  the  PC  businq  j^ 
looks  pretty  sleek,  with  se;  ^ 
ing  costs  as  a  percentage ;  •  ,c' 
sales  a  third  lower  than  fi  rn 
the  company  overall.  lni 
To  constrain  operatic  j,.^, 
costs,  Zitzner  outsouro,  ^ ', 
most  assembly  to  SCI  S]\  ;i,.„ 
terns,  Inc.  and  others.  He  has  spec-  .?, 
ed  inventory  turnover.  But  HP  mi  ,.fln 
do  more.  It  had  long  balked  at  en  j^t 
lating  Dell  by  selling  directly  to  ci 
tomers.  It  didn't  want  to  upset  i  , 
dealers.  In  October  HP  began  takij 


Company 

Rank 

Market 
share 

Year/year 
growth 

Market  cap 
(Soil) 

Compaq 

1 

14.4% 

5.7% 

$65 

Dell 

2 

9.2 

67.6 

84 

IBM 

3 

9.2 

24.5 

152 

HP 

4 

6.6 

26.1 

66 

Based  on  third-quarter  1998  worldwide  sales  of  Wintel 
portable,  desktop  and  server  computers. 

Source:  International  Data  Corp. 

The  top  four  PC  vendors  are  running  away 
from  the  pack.  But  Dell  is  running  faster. 


the  Dell  route,  setting  up  direct  sa 

on  the  World  Wide  Web,  albeit  g 

gerly  for  fear  of  alienating  retailers 

Piatt  says  he  won't  entirely  emul 

Dell's  virtually  middleman-free  de 

ery,  but  emphasizes  that  HP  \ 

move  in  that  direction. 

Impressed,  John  B.  Jones 
an  analyst  with  Salomon  Sm 
Barney,  figures  the  PC  un 
operating  profit  margin  can  i 
from  3%  to  as  high  as  10%  n 
year.  If  that  happens,  and  s< 
continue  strong,  HP  would  f 
up  more  than  $600  million 
extra  operating  profit.  T 
would  be  enough  to  get  I 
stalled  earnings  rising  again  i 
remove  a  question  mark  hang 
over  the  stock 
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TECHNOLOGY 


Forget  the  Justice  Department, 
licrosoft's  bigger  problem  could  be  embarrassing 
fclays  in  its  most  important  product. 

ode  name: 


odot 


I  Josh  McHugh 


VOL"  Rh       WATCHING    | 

hington,  DC 
rtcnts  of  Microsoft's  | 
c,  you  may  be  looking 
c  wrong  place.  While 
.'  world  gawks  at  the 
etaele  of  the  Justice 
partment's  antitrust 
ie.  Bill  Gates  &  Co. 
eat  over  a  challenge 
k  home  in  the  other 
shington:  finishing  the 
xt  version  of  the  \  i 
prating  system. 
t  was  supposed  to  be 
dy  by  now.  Microsoft  is 
etui  to  avoid  prema- 
eh  specifying  a  release 
e.  But  it's  now  clear  \"l 
3  won't  be  out  before 
c  1999— if  then.  Much 
the  industry  is  in  high 
ety.  PC-makers  need  a 
w  NT  release  to  spark 
es  of  pricey  new  pes 
scular  enough  to  run 
Caught  in  the  middle  are  corporate 
stomers  who  don't  like  to  be  kept 
ting. 

If  N'T  5.0 — recently  renamed  Win- 
ws  2000 — runs  even  later,  some 
:t  it  might  throttle  industrywide 
i.es  growth  for  a  year  or  more.  Big 
stomers  may  start  freezing  big  pur- 
ases  bv  mid- 1999  to  brace  for  the 
ar  2000  glitch.  If  Windows  2000 
l't  ready  before  then,  some  might 
>ld  off  until  well  into  the  next  year 
load  up  on  new  gear,  says  NT  con- 
ltant  Randall  Kennedy  of  Compet- 
ve  Systems  Analysis  Inc. 

Nothing  could  be  more  important 

an  Windows  2000 — to  Microsoft  or 

the  PC  industry,"  says  G.  Carl 
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Everett  Jr.,  the  head  of  Dell  Comput- 
er Corp.'s  PC  division. 

So  important,  in  fact,  that  Dell  is 
taking  the  extraordinary  step  of  ship- 
ping new  turbocharged  PCs  running 
Windows  2000  before  the  software  is 
fully  ready.  It  will  use  a  test  version, 
the  third  "beta"  release  that,  itself, 
still  isn't  complete.  Dell  is  betting  it 
will  be  good  enough  to  avoid  cata- 
strophic bugs. 

Microsoft's  future  rides  on  the  new 
release,  which  will  replace  the  well- 
worn  line  of  smaller  operating  systems 
that  drove  the  company  to  domi- 
nance— Windows  3.0,  95  and  98. 

Redmond,  Wash. -based  Microsoft 
began  work  on  the  original  NT — for 


"New  Technology,"  rather  than  "Not 
Timely" — in  1988,  hiring  legendary 
programmer  David  Cutler  from  Dig- 
ital Equipment  Corp.  His  charter: 
Create  a  product  powerful  enough  to 
displace  Unix,  a  widely  popular  net- 
working system  pushed  by  such  titans 
as  Hewlett-Packard  Co.  and  Sun 
Microsystems. 

From  the  get-go,  Microsoft  was 
late.  The  first  release  of  NT,  in  July 
1993,  ran  more  than  two  years 
behind  the  original  deadline.  Even  the 
current  NT  4.0  isn't  nearly  as  power- 
ful as  Unix.  NT  can't  "scale  up"  to 
serve  as  many  users  at 
once.  That's  why,  despite 
its  monopoly  on  small 
desktop  stuff,  Microsoft 
must  still  fight  it  out  in 
bigger  systems. 

NT  4.0  generally  serves 
Web  sites  and  small  net- 
works linking  PCs,  print- 
ers and  file  servers.  The 
next  version,  under  the 
direction  of  engineer 
James  Allchin,  is  sup- 
posed to  have  the  reliabil- 
ity and  versatility  needed 
to  run  networks  of  thou- 
sands of  users  without 
crashing.  Unix  has  done 
that  for  years. 

The  frailty  of  NT  already 
has  prompted  some  big 
customers  to  give  up  on 
it.  At  The  Sharper  Image, 
the  San  Francisco-based 
retailer,  NT  was  too  diffi- 
cult to  manage  remotely. 
So  Sharper  Image 
replaced  NT  servers  with  Sun  hard- 
ware and  software. 

The  tardiness  of  Windows  2000 
owes  to  Microsoft's  genetic  tendency 
to  stuff  myriad  new  features  into  each 
new  release.  The  new  features  are  so 
sweeping  that  Windows  2000  holds 
35  million  lines  of  programming 
code,  compared  with  about  15  mil- 
lion in  NT  4.0  and  12  million  in  Sun's 
Solaris  7.0. 

Such  bloat  is  fine  with  PC-makers. 
Bigger,  more  complex  software 
demands  new  PCs  with  faster  chips 
and  more  memory.  But  makers  are  in 
the  unpleasant  position  of  having  the 
hardware  ready  now  when  the  soft- 
ware isn't,  in  a  business  where  inven- 
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Christopher  Stone  of  Novell 

Making  hay  while  Microsoft  tinkers. 


tory  loses  value  by  the  day.  Few  big 
clients  will  be  eager  to  pay  extra  for 
souped-up  PCs  that  lack  the  hotshot 
software  they  were  designed  to  run. 

Microsoft's  rivals  are  zooming  in. 
Novell  recently  won  contracts  to 
supply  Lucent  Technologies  and 
Northern  Telecom  with  software  sim- 
ilar to  the  delayed  NT's.  It  also  won 
over  Cisco  Systems,  which  has  been 
waiting  to  wrap  new  NT  features  into 
its  Internet  routers. 

Cisco  last  month  agreed  to  enable 
its  new  boxes  to  run  Novell  software 
as  well  as  Windows  2000.  It  means 
that  when  Cisco's  new  line  is  ready 
next  spring — and  Windows  2000 
isn't — customers  will  be  able  to  buy 
the  Cisco  hardware  and  equip  it  with 
Novell  software.  "They  just  can't  wait 
any  longer,"  Christopher  Stone,  a 
Novell  senior  vice  president,  says  of 
his  new  customers  at  Cisco. 

Even  if  Microsoft  can  shove  Win- 
dows 2000  out  soon,  big  accounts 
may  wait  for  it  to  prove  itself.  At  Mer- 
rill Lynch  &  Co.,  where  trading  oper- 
ations run  on  Sun  systems,  Chief 
Technology  Officer  John  McKinley 
says  Windows  2000  must  prove  itself 
to  be  as  stable  as  Microsoft  says  it  will 
be  before  he'll  give  it  a  hard  look. 

To  succeed,  Microsoft  must  get  a 
solid  test  version  ready  by  early  next 
year  and  mint  a  final  release  before 
summer's  end.  If  many  more  setbacks 
occur,  they  could  do  more  to  level 
the  playing  field  for  Microsoft's  foes 
than  Justice  Department  trustbusters 
ever  could.  ■ 
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MARKET  NG 


Vendors  of  diamonds,  stocks 
and  Furbies  have  a  lot  in  common. 


Don't  flood 
the  market 

By  Benjamin  Fulford 


"I'm  sorry,  sir,  it  is  not  for  sale,"  I 
says  the  clerk  at  Manhattan's  big  toy  1 
store,  FAO  Schwarz.  "It's  a  display  | 
model."  j 

A  kid  wails,  "Why  can't  I  have  it,  g 
Dad?"  Suddenly  all  the  kids  want  it.  * 

Why  are  Furbies  in  such  short 
supply?  Because  Hasbro,  the  manu- 
facturer, seems  to  have  deliberately 
made  them  scarce. 

"They  made  about  a  million, 
which  is  not  a  lot.  At  my  neighbor- 
hood store  they  have  0 
built  up  a  backlog  of  | 
500  orders  in  the  past  | 
week  or  two,"  notes  | 
Margaret  Whitfield,  a 
toy  analyst  for  Tucker 
Anthony  in  New  York. 

If  you  want  to  sell, 
play  hard  to  get.  This  law,  in  fact,  may 
be  biologically  determined.  In  one 
interesting  experiment,  researchers 
reportedlv  trained  female  fish  of  a  type 
that  ordinarily  have  male  fish  chasing 
after  them  to  turn  the  tables  and  chase 
the  males.  The  behavior  made  the 
males  impotent.  If  the  males  didn't 
have  to  work  for  it,  they  didn't  want  it. 

Carefully  orchestrated  supply,  in 
contrast,  can  make  sellers  rich.  Look 
at  diamonds,  skillfully  manipulated  for 
decades  by  De  Beers  Consolidated 
Mines  Ltd.  and  its  fellow  cartelists. 
They  could  produce  diamonds  a  lot 
faster  than  they  do,  but  that  would 
drive  the  price  down  and  make  dia- 
monds less  desirable. 

On  Wall  Street  such  behavior  is  not 
unknown:  Keep  that  initial  ipo  small 
while  hyping  demand  for  it  and  you 
can  create  insatiable  demand  for  the 
next  round  of  financing. 

It's  old  hat  in  the  toy  business.  Ty 
Inc.  has  made  a  mint  off  its  Beanie 
Rabies  by  taking  different  models 


Furbies  flying  off  the  shelves 
Supply  and  demand  in  toy  land. 


of  these  stuffed  animals  off  sale 
before  demand  is  satisfied,  giving 
rise  to  a  belief  by  who  knows  how 
many  Americans  that  the  cheaply 
made  imports  have  some  kind  of 
collector's  value. 

For  Hasbro,  with  $3.5  billion  in 
1998  estimated  sales,  a  million  Fur- 
bies retailing  for  $30  each  add  up  to 
less  than  1%  of  sales.  Nonetheless, 
restricting  supply  is  a  good  move 
because  it  makes  retailers  happy  with 
Hasbro.  This  is  one  product  tor 
which  they  won't  be  stuck  with 
unsold  inventory. 

"Oversupplving  product  is  proba- 
bly the  greatest  risk  associated  with 
fad  marketing,"  warns  Karen  Raugust 
in  the  epm  Fad  Study,  an  analysis 
of  marketing  fads  published  this  year 
by  EPM  Communications,  Inc.  of  New- 
York  City. 

What  to  do  if  your  kid  wants  a 
Furby?  Persuade  her  that  Tickle  Me 
Elmo  is  a  better  doll.  It's  certainly  a 
better  buy.  Two  years  ago  dais  toy  was 
so  hard  to  find  that  people  were  pa\ing 
$500  for  it  on  the  black  market.  Now 
you  can  get  one  for  $20.  M 
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ts  of  this  box 
ompaq  forever? 


Introducing  Compaq  Prosignia 
for  growing  businesses. 

The  best  products  and  prices,  direct  from  Compaq. 
The  hottest  Internet  solutions,  direct  from  Compaq. 
World-class  service  and  support,  direct  from  Compaq. 


Compaq  Prosignia"'  is  a  new  line  of  powerful,  top-quality,  state-of-the- 
art  computer  systems.  (Okay,  so  far  your  existing  view  of  Compaq  is  safe.) 

But,  at  prices  low  enough  to  fit  the  tightest  budget? 

With  access  to  a  whole  suite  of  Internet  solutions,  optimized  for 
growing  businesses?  Available  not  only  from  a  reseller,  but  direct  from 
Compaq  via  the  Web  or  the  phone? 

The  answers:  yes,  yes  and  yes.  Fact  is,  we  at  Compaq  are  committed  to 
doing  whatever  it  takes  to  be  the  best  technology  partner  a  growing  business 
ever  had.  To  make  it  as  easy  and  as  affordable  as  possible  for  you  to 
choose,  order  and  own  (or  lease,  if  you  prefer)  the  leading-edge  systems 
and  solutions  you  need. 

And  to  be  there  for  you,  today  and  well  down  the  road — to  answer 
your  questions,  help  chart  your  long-term  technology  path  and  provide 
whatever  else  you  need  to  make  your  business  grow  to  match  your  dreams. 
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pentium  J 


1    Data  transfer  rates  range  from:  24X  Max  CD-ROM  1  50  KB's  to  3600  KB.'s    32X  Max  CD-ROM  1 50  KB's  to  4800  KB/s.  40X  Max  CD-ROM   150  KB's  to  6000 
transmission  rates  currently  do  not  reach  56Kbps  and  will  vary  with  line  conditions    3    Limited  Warranty;  Ask  for  a  copy  of  the  limited  warranty  for  any  produc 
covered  by  a  1  yr.  limited  warranty  4   All  prices  shown  are  DirectPlus  prices  and  are  subject  to  change,  do  not  include  applicable  slate  and  local  sales  tai 
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PROSIGNIA 
SERVER  720 

$2  449 


Pentium    II  processor  at  400  MHz;  5 12KB  L2  cache;  64  MB 
E(  (  SDRAM  memorv;  4.3  GB  SCSI  hard  drive;  Wide  Ultra2 
SCSI  Controller;  32X  Max  C  D-ROM;  Integrated  Netelligent 
10/100  TX  LTP  NIC  ;  SmartStart  software  setup;  Compaq 
Insight  Manager;  Automatic  Server  Recovery;  Compaq  V55 
15"  Monitor  | 13.7"  viewable);  )-yt  Limited  Warranty 


PROSIGNIA 

NOTEBOOK  120 


$1,999 


Or  configure  your  own  desktop, 
notebook  or  server,  with  options  or 
upgrades  of:  processors,  memory, 
hard  drive,  DVD  drive,  ZIP  drive, 
network  card,  controllers  and  more. 

Mobile  Pentium  II  processor  at 
233  MHz;  64  MB  SDRAM  memory; 
J.2GB  SMART  hard  drive;  12. 
SVGA  (800x600)  display; 
24X  Max'  CD-ROM;  One-Touch 
Internet  Access  Button;  Li-Ion 
battery;  Integrated  AC  adapter; 
Microsoft  Windows"  98  & 
Microsoft  Office  Small  Business 
Edition  V2;  3-yr.  Limited  Warranty'; 
Free*  trial  of  online  services 


PROSIGNIA 
DESKTOP  310 

$1,279 


Intel    Celeron    processor  at  300 A/66  MHz; 
J2  MB  SDRAM  memory;  8.4  GB  hard  drive 
40X  Max   C  D-ROM;  Matrox  G  I  00  AGP/4 
MB  graphics;  56KJ  V.90  data/fax  modem; 
Compaq  PremierSound/2-piece  speakers; 
Microsoft  Windows  98  &  Microsoft  Office 
Small  Business  Edition  V2;  Compaq  S700 
17"  Monitor  (15.7"  viewable);  3-yr.  Limited 
warranty  ;  Free  trial  of  online  services 


>w  faster  downloads  from  56K  compliant  digital  sources.  Maximum  achievable  download 

Auctions  and  exclusions  apply.  Battery  packs  and  certain  options  are 

e  GB  =  billion  bytes    6    For  free  trial  of  online  services.  Internet  access  required. 


COMPAQ. 


Buy  or  lease  direct  from 
Compaq  at: 

1-800-888-5977 


Why  is  thi 
than  the  OBu  Bguys 


It's  simple:  long  after 
you've  unpacked  our  box, 
you'll  still  be  getting  a 
lot  out  of  it.  Namely,  our 
comprehensive  set  of 
powerful,  affordable 
Prosignia  extras — special 
services  and  support 
tailored  for  the  needs  of 
growing  businesses,  and 
designed  to  help  you  and 
your  computers  do 
things  faster,  easier  and 
more  affordably. 

online.commerce 

Everything  you  need  to 
do  business  over  the 
Web — easily,  affordably 
and  safely.  Complete 
solutions  from  billing 
and  order  processing  to 
secure  credit  card 
transactions.  Including 


online  tutorials  and 
guidance  that  can  have 
you  opening  up  your  first 
Internet  storefront  in 


24  hours  or  less, 
online. connectivity 

Fast,  affordable 
and,  above  all, 


dependable  Internet 
access — including 
the  Web,  FTP,  IRC  and 
Newsgroups.  Choose 
from  a  wide  range  of 
Internet  service  plans,  or 
customize  your  own  to 
fit  vour  business. 


online. delivery 

For  the  fast,  confirmed 
delivery  of  critical 
business  documents — 
from  large,  complex 
files  to  confidential 


C^js 


contracts,  blueprints  or 
financial  reports.  Fully 
encrypted,  for  absolute 
security. 

online.backup 

Quick,  easy,  offsite 
backup  of  your  business 
data,  in  a  secured 
Compaq  data  center. 
No  extra  hardware  to 
buy,  no  IT  experts  to 
hire.  Scalable  from  one 
user  to  several  thousand; 
available  24/7/365. 
online. briefcase 


Remote  access,  the  easy 
way.   Complete  (and 
completely  secure) 
point-and-click  access  to 
all  your  files,  from  any 
computer  on  the 
Internet — for  authorized 
users  only,  of  course. 


online.library 

Hints,  tips  and  full 
tutorials  show  how  to 
get  the  most  out  of  all 
your  business  software: 
Microsoft  Windows 
98,  Word  97,  NT® 
Workstation  4.0  and 
more.  Reasonably 
priced,  and  ready  when 
you  are. 

Compaq  CarePaqs 

Value-priced  service- 
and-support  packages 
for  business-critical 
computing.  Extended 
warranties,  with 

Mj  response  times 
1  as  fast  as  four 


hours.  Telephone 
support  for  over  200 
popular  business 
software  packages. 
In  short,  a  first-rate 
technical  staff  that 
you  pay  for  only  when 
you  need  it. 


COMPAQ. 


Buy  or  lease  direct  from 
Compaq  at: 

1-800-888-5977 


What  else?  Compaq  Prosignia.The 
proven  systems,  solutions  and  support 
you  need  to  grow  your  business.  And 
the  world's  best-selling  computer 
company  to  stand  behind  them — 
and  beside  you — today  and  down 
the  road.  Buy  or  lease  direct  from 
^  Compaq  at  1-800-888-5977  or 
\\p       www.directplus.compaq.com. 
Or  call  1-800-282-6672 
l.  to  find  your  authorized 
Compaq  reseller. 


COMPAQ. 


2 


Buy  or  lease  direct  from 
Compaq  at: 

1-800-888-5977 


COMPAQ. 


Better  answers. 


In  battling  the  Bells  over  access  fees,  long  distance 
carriers  are  using  technology  to  dodge  them. 

Access  arbitrage 


By  Carleen  Hawn 

Two    HUNDRED    BILLION    DOLLARS. 

That  is  roughly  how  much  money 
AT&T  Corp.  has  paid  local  phone 
companies  since  it  spun  off  the  Baby 
Bells  in  a  government-ordered 
breakup  15  years  ago.  Every  time 
AT&T — or  any  other  long  distance 
company— routes  a  call  to  your  home, 
it  must  fork  over  about  4  cents  per 
minute  to  lcxal  phone  monopolies  for 
the  courtesy  of  completing  the  call. 
Erected  by  the  Federal  Communica- 
tions Commission  to  ensure  the  Bells' 
survival  and  phone  service  for  all, 
access  charges  eat  up  35%  to  45%  of 
the  revenue  from  a  long  distance  call. 

AT&T's  loss  is  a  blessing  worth 
about  $32  billion  a  year  for  the  Bells, 
GTE  Corp.  and  other  locals.  It's  a 
blessing  because  the  Bells'  true  cost 
of  the  connection  is  barely  a  penny 
per  minute.  "This  is  naked  gouging 
of  consumers,"  complains  James  Cic- 
coni,  a  senior  vice  president  at  AT&T. 
"Those  profits  aren't  being  used  to 
keep  local  rates  down.  They're  used 
to  pay  dividends,  invest  overseas  and 
buy  up  other  Bells." 

In  a  hearing  late  last  month  the 
FCC  finally  took  a  hard  look  at  the 
policy  behind  access  fees,  and  has 
vowed  to  whittle  down  the  charges. 

The  long  distance  carriers  aren't 
holding  their  breath.  They  are 
deploying  new  technology  and  new 
strategies  that  sidestep  the  Bell  tolls 
and  underscore  just  how  archaic  the 
fee  structure  is  in  this  digital  age. 
AT&T  is  paying  $34  billion  in  stock 
and  cash  to  acquire  Tele-Communi- 
cations Inc.,  aiming  to  one  day  turn 
TCl's  cable  TV  lines  into  a  nifty  digital 
bypass  into  millions  of  homes.  AT&T 
and  others  also  are  building  networks 
that  are  exempt  from  access  fees. 

In  seven  U.S.  cities  AT&T's  Connect 
'N  Save  program  zaps  thousands  of 
long  distance  calls  each  month  to  the 
homes  of  Bell  customers — without 
having  to  pay  a  penny  in  access  fees. 
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AT&T  sends  the  calls  as  digital  "pack- 
ets" on  new  Internet  lines  it  has  laid, 
rather  than  on  its  old  network.  New 
"gateway"  software  tricks  the  Bells' 
gear  into  "reading"  a  long  distance  call 
as  a  local  one,  dodging  the  access  hit. 

In  the  Byzantine  rules  of  the  FCC, 
these  digital  packets  aren't  deemed  to 
be  phone  calls.  They  are  Internet  traf- 
fic, and  the  FCC,  in  a  nod  toward  a 
little  social  engineering,  has  decreed 
that  the  Internet  should  be  exempt 
from  access  fees  and  other  taxes  that 
might  thwart  its  growth. 

Thus,  Sprint  Corp.'s  Callternatives 
service  lets  callers  in  5  cities  place  fee- 
free  long  distance  calls  domestically 
and  internationally.  Qwest  Commu- 
nications' Q.talk  is  available  in  6 
states.  Level  3  Communications'  new 
"Internet  protocol"  network  is  up 
and  running  in  12  cities. 

The  fee-dodging  naturally  has  the 
Bells  in  a  snit.  End-run  the  access 
fees,  says  Robert  Blau,  a  regulatory 
vice  president  at  BellSouth  Corp., 
and  you  force  prices  higher  for  local 
service  and  hurt  poor  customers.  The 
Bells  enjoy  picturing  themselves  as 
protectors  of  the  poor. 

"That's  ridiculous,"  counters  James 
Crowe,  chief  executive  of  Level  3. 

Access  excess 


"The  Bells  just  don't  like  the  idea  that 
long  distance  carriers  are  using  tech- 
nology to  get  around  the  regulatory 
structure,  because  once  cracks  appear, 
the  whole  thing  falls  apart." 

"Universal  service"  was  a  key  aim 
when  the  FCC  created  the  fees  in 
1984.  Meaning  that  fees  should  be 
set  in  such  a  way  that  business  users 
would  subsidize  service  to  con- 
sumers. But  it  neglected  to  set  hard 
rules  for  how  much  money  must  be 
spent  on  this  goal.  Only  $4  billion — 
less  than  15%— of  the  access  fee  rev- 
enue raised  in  1997  was  spent  ensur- 
ing phone  service  for  all. 

The  long  distance  guys  admit  they 
should  pay  some  fee  to  the  locals;  but 
how  much?  "Our  specific  mission  is 
to  reduce  access  charges  to  cost.  But 
cost  in  this  business  is  a  really  slippery 
subject,"  says  Lawrence  Strickling, 
chief  of  the  FCC  arm  that  oversees 
telephone  companies.  He  admits  the 
FCC  doesn't  yet  know  what  the  real 
cost  of  access  is  or  how  much  subsidy 
is  needed  for  universal  service. 

The  FCC  last  month  said  it  would 
finally  devise  guidelines  for  how 
much  the  Bells  should  collect  from 
the  fee  windfall  and  where  the  money 
goes.  While  the  FCC  deliberates,  the 
long-haul  carriers  will  lay  ever  more 
Internet  lines  and  gateway  software. 

Call  it  arbitrage:  AT&T  has  found  a 
way  to  cash  in  on  the  wide  spread 
between  access  charges  and  the  cost  of 
providing  access.  Says  Howard  McNal- 
ly,  an  AT&T  vice  president:  "The  Bells 
have  been  playing  the  access  arbitrage 
game  for  15  years.  We  wanted  to  play 
the  access  arbitrage  game,  too."      WM 


Local  carrier 


1 997  revenue  ($bil)        Access  fee  inflow  ($bil)      Fee  as  %  of  revenue     Operating  margin1 


Amentech 

$15.9 

$3.1 

19% 

26% 

Bell  Atlantic 

30.5 

7.3 

24 

24 

BellSouth 

20.6 

4.5 

21 

26 

SBC  Communications 

25.0 

6.0 

24 

24 

US  West 

11.8 

3.4 

30 

27 

GTE 

23.3 

3.0 

13 

24 

Long  distance  carrier 

1997  revenue  ($bil)' 

Access  fee  outflow  ($bil) 

Fee  as  %  of  revenue     Operating  margin1 

AT&T 

MCI  WorldCom1 

Sprint 

$46.2 
23.9 
9.0 

$15.9 
9.0 
3.9 

35%                    14% 
38                      12 
44                      12 

'EBIT.  ;Long  distance  revenues 

only 

'Pro  forma  to  merger 

with  MCI.  Sources:  Dresdner  Klemwort  Benson  Research:  company  financials. 

Local  monopolies  have  exacted  billions  in  access  fees  from  long  distance  carriers 
for  15  years.  And  the  FCC  once  worried  locals  wouldn't  make  any  money. 
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A  $100  stereo  cable  is  something  like  undercoating  on  a  car.  To  move 

the  product,  you  have  to  motivate  the  salesman.  Watch  how  Noel  Lee  does  that. 

Selling  sizzle  with  sizzle 


By  Robert  La  Franco 

To  encourage  audio 
salesmen  to  push  its 
costly  stereo  cables,  12 
times  a  year  Monster 
Cable  flies  a  dozen  or  so 
top  producers  from 
stores  around  the  coun- 
try to  all-expenses-paid 
weekends  at  places  like 
the  Napa  Valley,  Hawaii 
and  Germany. 

Founder,  chairman 
and  sole  owner  Noel  Lee 
even  lets  the  star  sales- 
people zoom  around  in 
his  1 3  sports  cars,  includ- 
ing a  $200,000  Ferrari. 

Lee  needs  good  sales- 
people because  his  prod- 
uct requires  lots  and  lots 
of  selling.  Buy  a  $400 
stereo  from  the  Good 
Guys  in  California  and  HBHi 
chances  are  you'll  also 
walk  out  with  $50  worth  of  Monster 
cables.  Buy  a  $1,000  Marantz  amplifi- 
er from  Ken  Crane's  Home  Enter- 
tainment in  California  and  you'll  get 
sold  on  a  $100  connecting  cable. 

Do  you  really  need  that  fancy 
wiring?  That  depends  on  how  well  you 
hear.  Some  say  heavy-gauge,  rubber- 
coated  lamp  wire  at  25  cents  per  foot 
affords  nearly  as  much  fidelity  for  audio 
signals  as  the  gold-tipped,  electromag- 
netically  shielded  cable  Lee  sells  for 
between  $3  and  $125  per  foot. 
Chances  are  most  will  never  tell  the  dif- 
ference. In  short,  it  is  a  product  where 
most  of  the  value  is  in  the  mind  of  the 
buyer.  Thus,  Lee  lavishes  attention  on 
the  people  who  move  his  goods. 

Unlike  Kimber  Kable  and  Straight 
Wire,  which  do  minimal  sales  staff 
training  and  rely  almost  exclusively  on 
print  advertising,  Monster  Cable  puts 
$13  million  a  year,  15%  of  sales,  into 
training  and  incentive  programs. 
These  are  aimed  at  convincing  store 
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|  of  Monster's  competitors 

2  combined.  Lee  probably 

>  nets  10%  pretax. 

°  The  huge  sales  and 
training  budget  covers 
more  than  junkets  for  the 
retailers.  Sales  personnel 
are  taught  things  like  this: 
Cheap  cables  pick  up 
electronic  noise  from 
telephones,  televisions, 
hair  dryers  or  the  audio 
equipment  itself.  Premi- 
um cables  deliver  more 
signal.  What  they  don't 
say  is  that  you  can  solve 
some  of  the  interference 
problem  by  draping  your 
wires  away  from  sources 


!-;-. 


Monster  Cable's  Noel  Lee 

All  wrapped  up  in  selling  the  salesman. 


owners  and  appliance  salesmen  that  it 
pays  them  to  push  Lee's  products. 

Salespeople  get  fancy  trips.  Store 
owners  get  fancy  markups.  Most  of 
the  customers,  after  all,  come  to  the 
store  armed  with  competing  price 
quotes  on  the  CD  changers  and  the 
amplifiers.  The  wires,  in  contrast,  are 
an  afterthought  and  don't  have  to  be 
competitively  priced.  Monster's  cables 
typically  yield  a  45%  gross  margin, 
while  the  more  visible  audio  and  video 
components  hover  around  30%. 

Cables  are  to  a  stereo  store  what 
undercoating  is  to  a  car  dealer.  At  Ken 
Crane's,  a  chain  of  eight  stores  based 
in  Hawthorne,  Calif.,  Monster 
accounts  for  2%  of  retail  sales  volume 
but  30%  of  gross  profit. 

Lee,  a  short,  crisp  50-year-old  with  a 
mechanical  engineering  degree  from 
California  Polytechnic  State  University, 
started  this  firm  in  1977.  He's  since 
built  it  to  expected  sales  of  $90  million 
for  1998,  more  volume  than  almost  all 
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of  interference. 

After  Lee  gets  through 
training  a  store's  staff,  no 
customer  can  leave  the 
store  without  becoming 
cable-conscious.  In  a  Good  Guys  shop  . 
near  San  Francisco,  Monster  cables  vis 
ibly  hook  up  every  active  product  dis- 
play. The  Monster  name  is  printed  on 
canopies  above  the  sales  racks,  and  itsfre 
packages  are  lined  up  like  invading 
army  troops  on  the  shelves.  Every 
month  Lee  sends  out  the  numbers  to 
each  store  that  agrees  to  his  aggressive 
sales  strategy,  tracking  the  performance 
of  each  salesman  and  a  store's  overal 
performance  rank  among  competing 
retailers.  The  rankings  are  based  not  or 
dollar  volume  but  on  the  percentage  o 
customers  who  go  out  of  the  store  witl 
a  Monster  product.  It's  from  this  lis 
Lee  selects  the  winners  of  his  all 
expenses-paid  weekends. 

Early  in  the  program,  one  Midwes 
salesman  almost  totaled  a  Ferrari  b 
drixing  it  off  a  cliff,  but  was  saved  fror 
the  Pacific  Ocean  by  construction  net 
ting.  For  Lee,  it  was  just  another  co; 
of  doing  business. 

It  takes  sizzle  to  sell  sizzle.  ■ 
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WE  ENABLE  60%  OF  ALL  INTERNET  CONNECTIONS. 
WE  DRIVE  70%  OF  THE  WORLD'S  FAX  MACHINES. 
WE  EMPOWER  80%  OF  CDMA  CELLULAR  PHONES. 

NOT  BAD  FOR  A  COMPANY  NOBODY'S  EVER  HEARD  OF. 


ir  more  than  30  years,   Rockwell 
jmiconductor  Systems  has.  some- 
tat  invisibly,  changed  the  way  the 
>rld  communicates.  •  From  PCs  to 
machines.   Printers   to   cellular 
ones.  Video  games  to  corporate 
tworks.  •  Now  we're  announcing 
more  change:  our  name.  •  We 
now  Conexant,   the  world's 
lest  semiconductor  company 
illy  dedicated  to  commumca- 
is  technologies. 


Forward-looking   technologies   that   are 

usable  today.  •  Like  super  fast  modems, 

affordable   videoconferencing,   color  fax 

machines   and   TVs   that  think   they're 

computers.  •  We're  uniquely  qualified  to 

chart   the   future   of   communications 

electronics.  •  We  were  doing  it  even 

before  there  were  personal  computers. 

In  other  words,  we  know  what's  next. 

Because  we're  there  today. 
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CONEXANT"" 

What's  next  in  communications  technologies- 


www.conexant.com 


Finding  the  cops  lukewarm  in  pursuing  brand  counterfeiters, 
Marc  Barry  has  figured  out  a  way  to  energize  them. 

Cops,  cash  and  counterfeits 


By  Adam  L.  Penenberg 


Marc  Barry  is  a  cop  for  hire.  His 
beat — protecting  private-brand 
cachet.  He  tracks  the  underground 
counterfeit  rings  that  blanket  the 
U.S.  with  phony  pharmaceuticals, 
bogus  airplane  parts  and  false  icons  of 
elegance — rogue  Rolex  watches,  take 
Gucci  pumps,  Coach  wannabes. 

Working  for  clients  in  1995  Barry 
built  a  case  against  54  wholesalers 
based  at  a  neon-splashed  strip  in  sub- 


68 


urban  Adanta.  He  was  sure  some  were 
connected  to  powerful  Asian  gangs 
also  known  to  be  active  in  narcotics, 
extortion  and  money-laundering. 

Armed  with  evidence,  Barry  alert- 
ed the  local  cops.  But  Georgia  had 
no  state  law  against  counterfeiting 
products.  The  FBI  declined  to  inves- 
tigate, citing  a  lack  of  interest  from 
the  U.S.  Attorney.  U.S.  Customs 
couldn't  act:  The  shrewd  crooks  had 


|  brought  the  booty 
S  into  the  country  in 
1  pieces  rather  than 

>  as  finished  goods; 

>  therefore,    illegal  j 
goods     had    not 
crossed  U.S.  bor- 
ders. 

So  it  goes  in  the 
nonwar  on  coun- 
terfeit goods.  Fed- 
eral and  state 
agents  rarely 

pursue  even  large 
scale  counterfeiters, 
leaving  it  to  the 
companies  to  fend 
for  themselves. 
Barry  felt  there 
ought  to  be  a  law 
to  change  that— so 
he  drafted  one.  It 
gives  the  police  2 
profit  motive,  let- 
ting often-strappec 
department: 
pocket  70%  of  th< 
bounty  they  seize 
ranging  from  ban! 
accounts  to  cars 
cash  and  rea 
estate. 

"Law  enforce 
ment  is  a  busi 
ness,"  explain 
Barry,  a  33-yeai 
old  Boston  nativ 
who  formed  hi 
New  York- based  corporate  intell 
gence  firm,  CT  Analytics,  in  199.' 
"And  just  like  any  other  busines 
they  have  operating  budgets  an 
equipment  requirements." 

For  Barry,  the  approach  had  anod 
er  upside:  It  might  deprive  lawyers  I 
a  fortune  in  legal  fees.  Attorneys  f« 
big-name  marketers  can  rack  up  sti 
bills  filing  civil  suits,  rather  than  pus 
ing   for   criminal   charges,   again 
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Shipping! 

On  any  purchase 


At  www.egift.com  you'll  find  everything  from  jewelry,  gourmet  food  and 
crystal  to  flowers,  toys  and  cool  gadgets  -  all  gift-packaged  and  ready 
to  be  shipped  worldwide  via  Federal  Express™. 

Questions?  Our  gift  finder  can  help  you  pick  the  right  gift  for  anyone,  or 
if  you  prefer,  one  of  our  gift  experts  can  take  your  call  24  hours  a  day. 
So  shop  online  and  save.  Now  through  December  22, 1998. 

Orders  placed  by  9pm  EST  can  be  delivered  early  the  next  day.* 
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Great  gifts  for  everyone... 
starting  with  you. 
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knockoff  operators. 
"Trademark  owners  have 
designated  outside  law 
firms  as  the  front  line  of 
defense,"  Barry  says.  "But 
there  has  never  been  an 
economic  incentive  for 
lawyers  to  pursue  criminal 
actions  because  there  are 
no  billable  litigation 
hours  in  criminal  cases." 

Barry  hoped  the  profit 
motive  and  the  lawyer 
angle  would  pique  the 
police's  interest — and  they 
have.  He  helped  get 
seizure  laws  passed  in  three 
states  that  are  hotbeds  of 
bogus  brands — Georgia,  ^^^* 
Rhode  Island  and  Texas. 
Magically,  the  number  of  seizures  in 
those  states  has  soared. 

Rhode  Island  is  a  haven  for  jewel- 
ry knockoffs  and  indicia,  the  logos 
that  are  stitched  onto  designer  prod- 
ucts to  render  your  basic  handbag 
into  something  tres  chic.  Since  the 
seizure  bill  became  law  in  luly  of  last 


Counterfeit  indicia,  seized  in  a  factory  raid  in  Providence,  R.I. 
A  shortcut  to  jazzing  up  chintzy  merchandise. 


year,  the  Providence  police  depart- 
ment has  conducted  18  raids,  com- 
pared with  none  in  1996  and  only  a 
few  over  the  past  decade.  Total  take 
so  far:  $75,000  for  the  cops'  coffers, 
including  a  Ford  van  that  the  police 
confiscated  and  sold  back  to  the 
counterfeiters  for  $10,000. 


2       In  the  Atlanta  metro 
>   politan  area,  police  have 
5   staged  20  seizures  of  fak< 
goods  since  mid- 1997,  u{ 
from     none     in     1996    »^ 
"Budgets  are  cut  ever   me cr 
year,  and  we  needed  1   ill  to 
way       to       supplemem   K« 
them,"  Captain  Clarenoj  ttpt 
CoxoftheGriffin/Spaldi  rther 
ing  Narcotics  Task  Forc^  A 
in  Georgia  blundy  admits    \;: 
"In  the  past  the  concert     . 
was  that  all  this  monei   i 
ended  up  in  the  hands  c 
_      attorneys."    Now:    "W 

seldom  fool  around  witi    sstii 

the  itty-  bitty  guy.  We  g    aniz 

after  manufacturers  an   iluabl 

big  sellers." 

So  far,  so  good.  But  is  it  wise  t    r'sjl 

give  the  police  the  legal  standing-*.   Thus 

and  a  financial  incentive — to  seize  th   ::bc 

assets  of  suspects  who  haven't  eve    tern; 

been  convicted?  While  arrests  ha\?  oaliti 

been    made,    supporters    of    thl  m 

approach  can't  point  to  many  convk   A  as 

tions  or  jail  terms  arising  from  thei  dMi 
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People  who  can  watch  any  TV  want  to  watch  Hit  i« 
T     *&  ft**  9  *'   te?&d 
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It-interested  crackdown. 

The  asset-forfeiture  approach 
i:omes  out  of  RICO  (the  U.S.  Racke- 
teer  Influenced  &;  Corrupt  Organiza- 
tions Act)  and  antidrug  laws.  But 
N>me  critics  think  it  is  overkill  to  use 
i>uch  tough  tactics  for  a  nonviolent 
'.rime  whose  "victims"  are  companies 
»vith  pockets  deep  enough  to  fight 
for  themselves.  "Selling  a  counterfeit 
handbag  at  a  flea  market  isn't  a  vio- 
lent crime.  You  can't  compare  it  to 
drugs,"  says  Thomas  Choi,  an  attor- 
ey  for  accused  counterfeiters  in 
Georgia.  Says  Hrnest  (Hap)  VVheale 
pf  Levi  Strauss  &  Co.,  who  runs  Levi 
investigations  in  the  Americas:  "If 
organized  crime  is  involved,  RICO  is  a 
valuable  tool — but  in  a  small  mom- 
■id-pop  organization,  seizing  [some- 
one's] home  would  be  extreme." 

Thus,  despite  the  law's  successes,  it 
isn't  being  aggressively  pushed  by  the 
International  AntiCounterfeiting 
Coalition  (IAC(  I,  which  represents 
some  70  big-name  manufacturers 
such  as  I  cvi  Strauss,  Louis  Vuitton 
and  Microsoft.  In  16  states  i  \c  v  has 


helped  pass  laws  that  criminalize 
counterfeiting,  but  the  group  has  not 
typically  pushed  for  asset  forfeiture. 
John  Bliss,  the  trade  group's  presi- 
dent, says  the  iacc  supports  die  tactic 
but  worries  about  a  possible  political 
backlash  and  the  chance  that  other 
states  will  balk  at  approving  it. 

The  trade  association  claims  the 
cheap  clones  deprive  industry  of  $200 
billion  a  year  in  sales  and  the  cost  of 
combating  counterfeiting.  But  that 
figure  is  as  lake  as  an  imitation  Tommy 
Hilfiger  T  shirt:  It  derives  from  retail 
prices  for  the  real  McCoy.  Never  mind 
that  anyone  who  spends  ten  bucks  to 
snag  a  Rolex  ringer  from  a  street 
vendor  with  a  briefcase  full  of  fakes  is 
unlikely  to  buy  the  real  thing. 

Still,  cut  the  estimate  way  back  and 
the  copycats  still  reap,  say,  $10  billion 
a  year.  Moreover,  ersatz  brands 
include  products  that  endanger 
public  safety,  such  as  fake  pharma- 
ceuticals and  inauthentic  aircraft 
parts.  The  legitimate  makers  of  those 
wares,  as  well  as  software,  are  among 
Barry's  most  important  clients. 


Barry  and  his  supporters  think  the 
lukewarm  stance  by  many  marketers 
owes  to  another  consideration:  Many 
IACC  members  are  the  lawyers  whose 
billings  could  fall  if  die  law  took  hold 
everywhere. 

Barry  reminds  Iris  critics  that  there's 
a  strong  organized  crime  angle  in 
counterfeiting:  Haifa  dozen  Chinese 
triads,  with  names  like  On  Leong 
Tong,  the  14K  and  Hip  Sing  Tong, 
finance  Asian  gang  activities  in  the  U.S. 
Their  pipelines  for  distributing  nar- 
cotics are  ideal  conduits  for  counter- 
feits. "The  contraband  is  different,  but 
the  methodologies  used  to  smuggle 
and  distribute  and  launder  the  pro- 
ceeds are  the  same,"  Barry  says. 

"Asian  gangs  are  very  big  into  coun- 
terfeiting," says  Sergeant  William 
Howell,  who  runs  the  Asian  Orga- 
nized Crime  Intelligence  Unit  of  the 
Los  Angeles  County  Sheriff's  Depart- 
ment. He  cites  a  case  in  which  a 
Korean  counterfeiter  hired  members  of 
the  Crips  to  thwart  hijackings  by  Viet- 
namese gang  members. 

America — still  the  melting  pot.    ■■ 


The  picture  on  Hitachi  UltraVision  is  so  stunning  it 


is  bound  to  attract  a  crowd.  The  reason  is  Hitachi's 


exclusive  six  element  UltraFocus  Super  Bright  Lens 
System,  which  creates  an  image  of  exceptional  brightness 
and  clarity.  And  Hitachi's  Magic  Focus,  the  world's  only 
automatic  convergence  system,  ensures  perfect  focus 
to  keep  the  picture  super  sharp  and  clear.  Once  you 
see  Hitachi  UltraVision  for  yourself,  you'll  wonder  why 
anyone  would  want  to  watch  anything  else. 


A  TOTALLY  NEW  VISION 


Visit  our  Web  site  at  www.hitachi.com  for  more  information. 
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Remember  this  about  the  Goldilocks  economy: 
It  depends  on  a  lot  of  things  going  exactly  right. 
Quite  a  number  of  things  could  go  wrong  next  year. 

Recession  1999.* 
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By  Peter  Brimelow 

Nothing  grows  to  the  sky,  says  the  old  Wall  Street  adage.  Except  the  1992-?[!!!]  Bush-Clinton  econ- 
omy. The  recovery  has  been  relatively  weak  (see  chart,  right).  But  if  it  gets  past  November  2000,  it  will 
be  the  longest  expansion  in  American  history. 

It  may  not  make  it.  "We're  at  the  end  of  the  rope,"  says  former  Federal  Reserve  Board  member 
Larry  Lindsey,  now  with  Economic  Strategies  Inc.  and  author  of  the  just-published  Economic 
Puppet  Masters  (American  Enterprise  Institute).  Lindsey  expects  GDP  to  be  only  slightly  (1%) 
larger  this  time  next  year.  He  sees  a  significant  chance  that  the  year  will  include  the  two  con- 
secutive quarters  of  economic  contraction  that  economists  define  to  be  a  recession. 

Bears  are  still  an  endangered  species.  The  authoritative  Alexandria,  Va.-based  Blue  Chip 
Economic  Indicators  Survey  found  only  two  prepared  to  raise  their  paws  for  a  1999 
recession  when  it  polled  50  leading  forecasters  in  November.  The  consensus:  3.5% 
real  growth  in  1999.  But  Blue  Chip  Executive  Editor  Randell  E.  Moore  warns: 
"The  consensus  typically  doesn't  forecast  recessions." 

Lindsey's  scenario — growth  slowing  to  a  crawl  and  a  mild  recession — 
doesn't  sound  ominous.  Until  you  consider  the  stock  market,  that  is. 
Even  a  mild  recession  could  prick  the  great  stock  market  bubble, 
thinks  Lindsey.  Which  in  turn,  he  says,  is  a  "real  concern"  in  an 
environment  where  consumers  have  no  "cushion"  of  savings. 
(Household  savings  were  negative  in  September  and  Octo- 
ber for  the  first  time  since  the  data  series  began  in  1959.) 
Consumers  have  been  comfortable  spending  their 
entire  paychecks  as  long  as  their  401(k)s  and 
other  investments  kept  increasing  in  value. 


Research:  Edwin  S.  Rubenstein, 

research  director, 

Hudson  Institute,  Indianapolis. 

edwinr@hii.hudson.org 
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Today's  consumers  seem  to  be  spending  against  their  capital  gains, 
boosting  the  economy  further — what  economists  call  the  "wealth 
effect."  What  happens  when  those  assets  start  shrinking? 

The  stock  market  snapped  back  nicely  from  its  late-autumn  break, 
but  of  course  there's  reason  to  worry. 

■  Although  the  Dow  Jones  industrial  average  and  the  s&P  500 
made  new  highs  in  November,  the  broader  market  measures,  such 
as  the  Wilshire  5000,  fell  well  short.  To  bears,  this  was  ominously 
reminiscent  of  the  Nifty  Fifty  period  in  1972-73.  Then,  blue-chip 
strength  temporarily  masked  a  market  massacre  that  began  much 
earlier  in  the  secondary  stocks — and  preceded  a  serious  recession. 

■  Although  most  investment  newsletters  were  bullish  this  fall — cor- 
rectly— their  readers  apparently  didn't  agree.  "Response  rates 
to  direct  mail  solicitations  just  haven't  recovered  after  the  market 
break,"  says  Forbes  contributor  Mark  Hulbert,  editor  of  the 
Annandale,  Va. -based  Hulbert  Financial  Digest  monitoring  service. 
Optimists  hope  this  means  the  bull  market  can  resume  scaling  the 
"wall  of  worry"  that,  until  recently,  was  traditionally  supposed  to 
be  a  prerequisite.  Pessimists  fear  subscribers  know  something  that 
letter  editors  don't. 

■  Although  the  market  rebound  showed  strength,  it  reached  levels 
that  are  mind-bogglingly  stratospheric  by  historic  measures  of  value 
(see  chart,  below).  "It's  very  hard  to  believe  these  levels  are  sus- 
tainable," Nobel-laureate  economist  Milton  Friedman  told  Forbes. 
"There's  an  unattractive  similarity  to  Japan  in  1990."  For  those 
with  short  memories,  the  Tokyo  market  peaked  at  40,000  that  year; 
it  is  now  at  14,000. 

Friedman,  who  worries  inflation  may  be  picking  up,  diinks  a  reces- 
sion would  be  unusual  in  an  environment  of  falling  interest  rates — 
but  not  impossible. 
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A  chip  off  the  old  high-output  he# 
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In  1956.  the  Chrysler  300B,  equipped  with  a  354-1 
inch  Hemi  engine,  generated  355  horsepower  am  | 
Daytona's  Flying  Mile  top  speed  event. 
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Motor  Trend  1999  Car  of  the  Year. 

Considered  by  many  to  be  the  original  muscle  car,  the 
first  Chrysler  300  practically  owned  NASCAR's  oval  tracks. 
Now  over  40  years  later,  the  soul  lives  on  in 
»- —  the  all-new  Chrysler  300M,  Motor  Trend 
1999  Car  of  the  Year.  In  Motor  Trend's 
own  words,  "The  '99  Chrysler  300M 
is  one  of  the  freshest  statements  to 
come  out  of  Detroit  in  years.  It's  a 
solid  testament  that  America  really  can  build  a  machine 
that  masterfully  blends  performance,  luxury,  styling,  and 
value  into  a  five-passenger  sedan  shape."  The  new  Chrysler 
300M:  a  253  horsepower  driving  tour  de  force  with  a 
resume  of  features  as  impressive  as  its  ancestry.  Like  an 
all-aluminum  high-output  3.5  liter  24-valve  V6  engine  that 
delivers  the  most  torque  and  most  horsepower  in  its 
class.  A  dual-mode  AutoStick  transmission  that  lets  you 
switch  between  automatic  and  manual  shifting.  Plus,  the 
widest  stance  in  its  class.  Add  to  this  aggressive  styling 
and  a  two-driver  memory  system  for  the  driver's  seat, 
radio  and  mirrors,  and  you  have  the  genealogy  your  right 
foot  has  been  yearning  for.  Priced  at  $29,445,  fully 
equipped!  For  more  information  on  Chrysler  300M,  call 
us  at  1.800. CHRYSLER  or  visit  www.chryslercars.com. 
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A  flat  market  will  slow  spending 
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Is  there  a  Japanese-type  financial  bubble  developing 
here?  New  Era  believers  say  no:  The  PC  and  the  World 
Wide  Web  have  changed  all  the  rules  and  justify  high 
stock  prices.  Some  evidence,  however,  suggests  that  it 
isn't  just  the  Internet  that's  driving  the  stock  market. 
Money  supply  has  actually  been 
increasing  rapidly  since  1995,  but 
Consumer  Price  Index  growth 
has  mystifyingly  continued  to 
slow.  Deutsche  Bank  economist 
Joseph  Carson  has  constructed 
a  broader  price  index  with 
an  adjustment  for  the  price  of 
financial  assets  (see  chart, 
below).  That's  certainly  where 
liquidity  growth  seems  to 
have  gone — into  the  stock 
market  rather  than  into 
goods  and  services.  (Carson 
himself  is  not  a   bear  in 


1999 — he  believes  money  growth 
has  been  too  strong  for  near-term 
recession.) 

*  What  happens  if  the  stock  market 
breaks?  J. P.  Morgan's  James  F.  O'Sul- 
livan,  one  of  the  blue-chip  bears,  pub- 
lishes an  estimate  of  the  impact  of 
stock  market  gains  on  consumer, 
spending,  which  makes  up  about  70% I 
of  GDP  (see  chart,  left).  Telling  point: 
The  market  doesn't  have  to  go  down 
to  depress  the  economy.  If  it  merely 
stabilizes,  thus  depriving  consumers  of 
that  warm  capital-appreciation  feeling, 
consumer  spending  growth  will  ulti- 
mately tail  off. 

Just  since  this  summer  the  Dow 
Jones  industrials  dropped  nearly  2,000 
points,  regained  most  of  the  loss 
and    then    started    slipping    again 
This  volatility  is  certainly  alarming 
for  new  investors,  of  whom  there  are 
millions.  Forbes  contributor  Frank 
A.J.  Veneroso  of  Portsmouth,  N.H.-i 
based  Veneroso  Associates,  a  particularly  fierce  bear,  think' 
that  volatility  and  decreased  expectations  will  ultimately 
cause  the  more  risk- averse  households  to  pull  in  their  horns 
And  he  says  he  is  "shocked"  by  the  number  of  sophisticat 
ed  money  managers  who  are  long  equities  because  Fed 
orchestrated  bailouts  inside  and  outside  the  U.S.  have  con 
vinced  them  that  the  Fed  will  never  let  the  stock  marke 
fail.  Such  faith  in  Alan  Greenspan  is  touching,  but  it 
ignores  history.  "The  Fed  has  a  tiger  by  the  tail,"  Ven- 
eroso says. 

What  about  the  real  economy?  Three  con 
verging  factors  threaten  expansion: 
■  The  trade  deficit  is  expected  to 
reach   $160   billion  this  year  Money  supply 

that's  3.5%  of  GDP  in  con 
stant  1992  dollar  terms — 
higher  than  the  much 
criticized      Reagan 


1999E 

Source:  J. P.  Morgan. 
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If  not  us,  then  who?  We  now  have  one  of  the  worlds  great  IT  service  organizations:  25,000  experts  in  over  100  countries 
We've  even  turned  our  experience  in  solving  tough  problems  into  leading-edge  tools  and  produ 
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Investment  spending  exceeds  profits— often  signaling  a  recession 
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levels)  as  exports  slump  to  a  slow-growing  world  and 
imports  surge  from  hungry,  currency-devalued  competitors. 
Cheaper  imports  benefit  American  consumers.  But  in  the 
short  run,  the  trade  deficit  has  the  technical  effect  of  reduc- 
ing U.S.  GDP.  And  it  makes  the  U.S.  even  more  dependent 
on  imported  capital. 

■  Business  investment  is  now  unsustainably  above  corpo- 
rate aftertax  profits,  according  to  J. P.  Morgan's  O'Sulli- 
van  (see  chart,  above).  Over  the  last  40  years  this  has 
almost  invariably  heralded  a  recession. 

■  Capacity  utilization,  in  O'Sullivan's  view  the  key  factor, 


is       falling       sharply       This       correlates       loosely 
with  business  investment — but  fairly  closely  with  recession! 
(see  chart,  below).  Overcapacity  is  not  just  an  Asian! 
problem. 

Larry  Lindsey  adds  it  up:  "Nineteen  ninety-eight  GDll 
growth  is  about  3.5%.  But  if  consumers  stop  dissaving] 
that's  1.2  percentage  points  less.  If  corporate  investment 
growth  stops,  that's  0.7  to  1.0  percentage  point  less.  Anothf 
er  $50  billion  on  the  trade  deficit,  that's  maybe  0.7%  less 
With  that  we're  already  under  1%  growth  for  1999." 

It's  going  to  be  an  interesting  year. 


Capacity  utilization  falls — another  recession  signal 
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Until  the  last  house  is 


>osable  &  Specialty  Products  |  Fire  &  Security  Services  |  Flow  Control  |  Electrical  &  Electronic  Components 

■  the  world,  lives  and  property  are  guarded  by  ADT  and  the  other  units  of  Tyco  International's  Fire  & 
Irity  Services  division,  making  us  by  far  the  global  leader  in  this  expanding  industry.  Yet  our  mission  is 
I  om  complete.  Wherever  there  are  dangers  to  be  prevented,  whenever  there  are  people  to  be 
(?cted,  we  plan  to  be  there,  providing  the  products  and  services  that  make  this  risky  world  a  lot  more 
ire.  Today,  Tyco  operates  in  80  countries  around  the  globe,  yet  we  feel  we  have  only  begun  to  realize 
(jotential.  Please  write  for  our  investor  package,  PO  Box  497,  Dept.  F,  Exeter,  NH  03833,  or 
'  nternational  Financial  Centre,  Dept.  F,  7th  Floor,  25  Old  Broad  Street,  London  EC2N  1HN. 

A  tlfCO  INTERNATIONAL  LTD.  COMPANY 
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In  California,  at  least,  the  all-powerful  teachers' 
unions  have  a  new  challenger:  Silicon  Valley. 

Monopoly 
busters 


By  Tim  W.  Ferguson 

California's  high -technology  sector 
needs  a  strong  education  sector.  The 
state's  public  schools  aren't  delivering. 
They  lag  national  averages  by  most 
measures  in  math  and  reading  scores, 
even  after  factoring  out  non-English- 
speaking  immigrants. 

Silicon  Valley  is  on  the  case.  Take 
venture  capitalist  Timothy  Draper, 
40-year-old  Silicon  Valley  archetype 
(Stanford  electrical  engineering  B.S., 
Hewlett-Packard,  Harvard  Biz  and 
now  a  hinder  of  Internet  startups). 
Draper  is  assembling  a  ballot  initiative 
that's  likely  to  call  for  public-funded 


school  vouchers  that  could  be  spent 
in  nonpublic  schools. 

His  target  is  what  he  calls  the  "very 
large,  very  slow-moving  monopoly" 
that  is  today's  public  school  system. 

A  ballot  measure  to  allow  vouchers 
was  thunderingly  rejected  in  1993 
under  a  $23  million-plus  wave  of 
teacher-union  opposition.  Draper  is 
weighing  another  go  at  vouchers,  but 
first  he  is  trying  to  mobilize  grassroots 
support  at  his  Web  site  (www.local 
choice2000.com). 

He  says  that  by  January  he  will  boil 
down  the  welter  of  views  he's  receiv- 


Tim  Draper  visits  San  Carlos,  Calif,  charter  school 
Cybersearching  for  best  way  to  prod  a  slow  beast. 


SO 


ing  at  the  site  into  coherent  policy 
and  legal  lingo,  then  start  circulating 
petitions  (electronically,  he'd  like)  in 
time  for  a  March  2000  vote. 

Political  pros  are  dubious,  but 
Draper  is  not  alone.  Oracle's  Larry 
Ellison  spent  several  minutes  trum- 
peting the  need  for  school  choice  in  a 
recent  Cato  Institute  talk.  The  teach- 
ers' unions  and  the  education  estab- 
lishment insist  that  more  tax  dollars 
are  the  key  to  improvement;  Draper 
and  like-minded  Silicon  Valley 
denizens  point  to  the  fact  that  ever- 
expanding  school  budgets  have  yield- 
ed (diminishing  results. 

The  Valley  is  putting  its  money 
where  its  mouth  is.  David  W. 
Packard,  son  of  the  late  Hewlett- 
Packard  cofounder,  made  a  $515,000 
donation  to  a  challenger  to  the  state 
school  superintendent  in  the  Novem 
ber  election.  The  teachers'-union- 
supported  incumbent,  Delaine 
Eastin,  was  reelected,  but  only  b 
53%  to  47%  in  a  sweep  year  for  her 
fellow  Democrats. 

A  June  plebiscite  initiated  by  soft- 
ware entrepreneur  Ron  Unz  succeed- 
ed in  winning  curbs  on  bilingual  edu 
cation.  Unz  is  still  battling  efforts  b\ 
school  employees  and  some  district? 
to  thwart  the  intent  of  that  measure 
which  passed  with  61%  of  the  vote. 

The  cleanest  win  to  date  lor  educa- 
tional reform  went  to  a  140-compam 
consortium  known  as  the  Technology 
Network.  It  readied  a  ballot  proposi 
tion  to  lift  the  cap  on  charte 
schools — public,  but  run  indepen 
dently  of  bureaucratic  control.  Nov 
100  are  allowed;  the  consortiun 
wanted  to  permit  100  new  ones  ever 
year.  Despite  historical  oppositioi 
from  the  California  Teachers  Associa 
tion,  the  legislature  agreed  to  enac 
die  basic  provisions  into  law  instead  c 
risking  a  popular  initiative. 

The  Technology  Network,  whos 
most  active  members  on  educatio 
include  Marimba's  Kim  Polese  an 
Kleiner  Perkins'  Floyd  Kvamme,  is  no> 
looking  for  new  buttons  to  push  t 
bring  competition  into  the  educatior 
al  system.  Meantime,  the  network 
president,  Reed  Hastings,  has  bee 
named  to  governor-elect  Gray  Davi 
transition  team  on  the  schools,  whei 
he  is  in  a  position  to  lobby  Democr 
Da\is  for  furdier  reforms.  ■ 
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Watch"  A  true  collector's  item.  A  slice  of  history  for  your  great-great-grandson. 

U.S.  S20  gold  coin  is  sliced  in  half;  an  ultra-flat  automatic,  manual  or  quartz  movement,  cushioned  inside.  $7,990.  Other  coins  available  from  $4  990 
Corum  Watch  Company,  125  Chubb  Avenue,  Lyndhurst,  NJ  07071.  www.corum.ch.  For  information:  1-877-CORUM77. 
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PUSHING   THE   ARTFORfi 


Introducing  the 

Movado  Kingmatic*. 

Automatic  movement. 

Solid  stainless  steel 

Sapphire  crystal.  $8l)5. 
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Wynton  Marsalis,  the  most  acclaimec^B 
musician  and  composer  of  his  gener.jB 
as  well  as  distinguished  classical  perfoH 
Recipient  of  the  Grand  Prix  du  DisqW< 
France,  Edison  Award-NetherlandlB 
Honorary  Doctorates,  and  1997  PiH 
Prize  for  Music:  The  first  ever  for  jaz; 

Movado,    maker   of   some   of  the  ] 
acclaimed    timepieces    in    history, 
99  patents,  over  200  international  <| 
for  design,  and  has  watches  in  mul 
five  continents:  A  leader  in  innovl 
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MOVADO  WATCHES  ARE  EXHIBITED  IN  THE  PERMANENT  COLLECTIONS  OF  MUSEUMS  WORLDV 
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strategies 


The  starfish  school 
of  management 


;The  modern 
j  executive  must 
l  live  in  the 
^present  and 
|the  future 
simultaneously. 


F.  Scott  Fitzgerald  had  it  right:  "The 
test  of  a  first-rate  intelligence  is  the  ability 
to  hold  two  opposed  ideas  in  the  mind  at 
the  same  time,  and  still  retain  the  ability 
to  function." 

Written  in  a  different  context  in  1936, 
Fitzgerald's  words  describe  exactly  how 
managers  need  to  function  today.  Execu- 
tives are  compelled  to  invent  successive  new 
businesses  while  holding  on  to  their  old 
one,  which  provides  the  investment  money 
for  the  new. 

Take,  for  example,  the  problems  facing 
those  who  manage  health  care  "systems." 
There  are  many  varieties,  but  almost  all 
have  been  formed  by  collecting  older  busi- 
nesses— hospitals,  doctors  organizations  and 
clinics — that  are  now  looking  for  new  ways 
of  operating. 

Hospitals  once  made  money  by  putting 
people  in  beds.  Doctors  traditionally  charged 
fees  tor  services.  Now  health  care  gurus  say 
the  future  lies  in  "clinical  integration." 
That's  a  fancy  term  for  establishing  business 
units  organized  to  treat  specific  medical 
problems,  such  as  heart  disease,  mental  ill- 
ness or  cancer.  The  idea  is  that  a  patient  will 
receive  full  treatment  within  one  of  these 
special  centers — including  hospitalization. 

Clinical  integration  involves  using  old 
businesses  in  new  ways.  The  challenge — 
which  Scott  Fitzgerald  might  have  under- 
stood—is now  to  redistribute  their  costs 
and  charge  for  services  in  wholly  different 
ways.  Somehow,  the  old  and  the  new  busi- 
nesses will  have  to  run  simultaneously,  at 
least  for  some  time. 

Health  care  is  just  one  industry  where  the 
old  and  the  new  must  coexist  today.  Con- 
sider the  folks  who  run  newspapers.  They 
must  try  to  figure  out  when  alternative 
channels  for  the  distribution  of  news  and 
advertising — like  the  Internet — will  over- 
take print.  No  one  has  made  money  by  just 
giving  news  away  on  the  Internet,  but 
everyone  knows  that  something  big  will 
eventually  happen  in  the  way  we  receive  and 
process  information.  So  the  newspaper 
people  must  keep  the  old  flourishing  at  the 
same  time  as  they  venture  into  the  new. 


Retailers  are  also  trying  to  divine  what  to 
do  next.  Electronic  channels  will  become  an 
increasingly  important  way  to  sell  products, 
but  consumer  electronic  commerce  has  yet 
to  be  done  profitably  and  with  scale, 
though  the  bookseller  Amazon.com  comes 
closest.  Something's  going  to  happen,  but 
it's  far  too  early  to  close  down  those  lucra- 
tive shopping  mall  sites. 

Not  always  being  sure  of  what  the  future 
will  bring,  the  executive  must  compete  in 
the  present  and  future  at  the  same  time. 
Some  tips: 

Convince  yourself  that  in  the  long 
term — say,  within  the  next  five  years — the 
new  way  of  doing  business  will  be  prof- 
itable. Understand  all  the  costs  and  how 
your  revenues  will  grow  and  change.  Do 
some  good  old-fashioned  spreadsheet 
analysis.  Don't  assume  that  you  will  be 
simply  dragged  into  a  profitable  future  by 
technology. 

If  the  business  you  are  running — say,  tra- 
ditional store-based  retailing — is  significant- 
ly different  from  selling  over  the  Internet, 
consider  forming  separate  business  units. 
They  will  most  likely  require  different 
strategies,  logistics  and  management  styles 
to  make  them  successful.  Don't  mix  the 
businesses  and  their  metaphors. 

Recognize  that  there  is  no  free  lunch  on 
the  way  to  creating  a  new  business.  The  old 
business  will  likely  have  to  generate  suffi- 
cient profits  to  launch  the  new  one.  That 
will  mean  keeping  a  sharp  eye  on  costs. 

Some  managers  tell  me  that  being  "two- 
headed"  is  just  an  excuse  for  not  making 
hard  decisions  about  dropping  the  present 
for  the  future.  I  disagree.  It  takes  lots  of  dis- 
cipline and  knowing  exactly  when  to  act  to 
survive  in  times  of  business  transition. 

Years  ago  I  stood  gazing  along  the  rocky 
New  England  coast.  As  the  tide  withdrew,  I 
watched  a  starfish  race  the  tide.  It  moved 
just  fast  enough  to  stay  wet,  shrinking  one 
arm,  then  flowing  its  protoplasm  to  extend 
and  rotate  the  deepest  ones.  Maybe  it  didn't 
have  much  of  a  brain,  but  it  never  lost  its 
grip  on  the  old  as  it  reached  for  the  new. 
That  starfish  knew  how  to  survive.  ™ 


^es  Champy,  coauthor  of  Reengineering  the  Corporation,  is  chairman  of  consulting  for  Perot  Systems  Corp. 
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►  up  &  COMERS 

If  you  know  how  to  control  costs,  you  can  make 
money  in  the  least  promising  of  industries. 
Look  at  Canada's  Gildan. 

Stick  to  your  knitting 

By  Scott  McCormack 


Spinning  cloth  into  gold:  Gildan  Activewear's  Glenn  and  Greg  Chamandy. 


As  the  receptionist  slips 
between  English  and 
French  at  the  Montreal 
headquarters  of  Gildan 
Activewear,  a  mouse  darts  back  and 
forth  across  the  lobby  floor.  No  one 
much  notices.  Upstairs  in  his  under- 
stated offices  Chief  Executive  Grego- 
ry Chamandy  introduces  his  guest  to 
the  company's  sole  secretary. 

Cost  control  is  the  official  religion  at 
Gildan,  maker  of  T  shirts,  golf  shirts 
and  sweatshirts.  Margins  are  legendari- 
ly  slim  in  the  rag  business,  and 
nowhere  more  so  than  in  diis  segment. 
Bv  focusing  on  a  narrow,  high-quality 
product  line  (and  shaving  expenses 
throughout  the  process),  Chamandy 
and  his  younger  brother,  Glenn,  have 
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snagged  a  9%  market  share  and  pro- 
pelled Gildan  from  obscurity  to  $150 
million  in  sales — this  in  an  industry 
where  nearly  everyone  else  has  been 
closing  down  capacity  and  frantically 
restructuring. 

Fourth- generation  Lebanese-Cana- 
dians, Greg  and  Glenn  inherited  their 
grandfather's  business  (their  dad  died 
suddenly  when  they  were  5  and  3) 
making  children's  clothing.  Once  pro- 
tected by  tariffs,  the  company  strug- 
gled with  the  coming  of  the  North 
American  Free  Trade  Agreement. 

Instead  of  packing  it  in,  the 
Chamandys  reinvented  their  business. 
They  decided  to  concentrate  on  the 
most  fashion-  and  recession-proof 
articles  of  clothing — T  shirts  and 
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Edited  by  Tom  Post 

sweatshirts.  Only  by  focusing  on  a  few 
items  could  they  get  the  economies  of 
scale  they  needed  to  compete  with 
lumbering  giants  to  the  south  like 
Fruit  of  the  Loom  and  Sara  Lee's 
Hanes  division. 

"We  knew  that  by  starting  from 
scratch  we  could  make  a  better  prod- 
uct for  less,"  explains  Greg,  39.  "We 
didn't  have  the  built-in  disadvantages 
of  an  entrenched  company." 

The  brothers  toured  factories  at 
Fruit  of  the  Loom  and  Hanes.  "After 
all,  who  cares  about  a  couple  of 
obscure  Canadian  manufacturers?" 
says  Glenn  with  a  mischievous  smile. 

Gildan  contracted  out  the  labor 
intensive  sewing  to  low-cost  supplier: 
in  Central  America.  They  kept  ai 
home  the  knitting,  dyeing  and  finish 
ing — the  main  steps  before  sewing— 
which  require  relatively  little  direc. 
labor.  They  traded  in  much  of  thei 
machinery  and  invested  $8  million  it 
a  cutting  plant  and  new  knitting 
machines.  No  equipment  in  the  com 
pany  is  more  than  five  years  old.  T< 
make  the  machinery  pay,  Gildan  run 
it  24  hours  a  day,  seven  days  a  week.1 

Gildan  also  rethought  its  relation 
ship  with  distributors,  a  critical  facte 
in  a  commodity  business.  Competi 
tors  sold  to  anyone  who  would  taki  * 
T  shirts  and  sweatshirts.  By  studyin'  s 
population  density  and  UPS  shippin 
routes  (the  shipper  of  choice  in  th 
industry),  the  Chamandys  targeted  2] 
wholesalers  across  the  U.S.,  whic 
gave  them  die  broadest  market  cove 
age  with  the  fewest  customers  to  se 
vice.  Because  they  could  supply  the     fell 
economically  and  because  each  • 
them  took  a  large  volume  of  pro*1   | 
ucts,  Gildan  offered  these  distribute1 
3%  to  5%  margins  instead  of  the  usu' 
1%  or  2%. 

Gildan  only  produces  pullovers 
standard  sizes  and  basic  colors — not 
ing  for  kids,  no  trendy  stripes  or  flas 
colors,  no  hoods  or  zip-ups.  Few 
production  lines  mean  less  overhea 
In  a  commodity  business,  standar 
ization  is  the  key  to  profitability. 

"We  don't  try  to  be  all  things 
all  people,"  says  Greg.  "We  want 
to  only  produce  where  we  kn 
we  could  be  the  low-cost  produce 
When  they  need  to  add  more  caps 
ty,  they  simply  knock  out  a  w 
in  their  facilities  outside  Montr 
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jid  add  more  equipment. 
|  It  has  worked.  In  1994,  its  first  fiill 
ear  or" production,  sales  hit  S34  mil- 
ion,  and  have  surged  nearly  50%  on 
verage  a  \  ear  since  then.  Gildan's  9.2% 
)peranng  margins,  say  apparel  analysts, 
re  the  highest  in  the  industry  and  its 
hirts  the  best  quality.  Competitors 
ia\  e  been  forced  to  drop  prices.  Fruit 

>  face-OFF 


of  the  Loom  and  Hanes  have  struggled 
to  slash  costs,  taking  writeoffs  of  $2  bil- 
lion recendy  to  shutter  U.S.  plants  and 
shift  production  offshore.  Other  rivals, 
like  Oneita  Industries,  have  gone  into 
bankri  iptcy. 

This  year  Gildan  started  producing 
golf  shirts,  the  fastest-growing  seg- 
ment in  basic  apparel.  Again,  simplic- 


ity rules:  The  company  is  producing 
only  one  type  of  shirt — priced  some 
20%  below  the  competition — in  a  few 
simple  colors.  Gildan's  sales  are 
expected  to  jump  40%  next  year,  to 
nearly  $200  million. 

Even  in  the  least  promising  of  busi- 
nesses, good  management  and  hard 
work  pay  off.  ■■ 


Hunting  for  a  new  job?  Two  startups  offer  the  inside  scoop  on  corporate  America. 

Cliffs 
Motes 
for 
careers 

IftTH  1  MILLION  col- 
tge  grads  entering 
le  U.S.  labor  force 

\cr\  year,  you 
onder  why  it  took 

b  long  for  someone 

i>  come  out  with 

iuides  for  new  job 

oekcrs.  Now  there 

re  two  small  start- 
US  looking  to  create 
I  market.  Wet  Feet 
ress  in  San  Francis- 
)  and  Vault  Reports 
l  New  York  both 
■ublish  profiles  of 
■ie  nation's  largest 
Imployers  in  invest - 
Ijieni  banking,  high 

xhnology  and  man- 
Igement  consulting. 
||oth  outfits  use 
Kporters  (and  often 
lie  companies'  coop- 
eration) to  dig  out 
« |ie  facts  and  tell 
llrospective  employ- 
1  p  about  corporate 
■olture,  reputation 
■ithin  the  industry, 
Unusual  perks,  what  a 
■  ipical  workday  is 
■ke,  and  so  on. 


Wet  Feet  Press 

Founders:  Gary  Alpert,  34,  former  health  manage- 
ment consultant,  and  Stephen  Pollock,  37,  onetime 
manager  at  Mitsubishi  International  Corp.  Met  at 
Stanford's  business  school,  spent  a  year  studying  50 
ventures  before  picking  job-hunting  guides.  Launched 
Wet  Feet  in  the  summer  of  1994  with  $1,000. 
Product:  Fifty-page  reports  on  some  50  different 
companies  ($25  apiece);  nearly  two  dozen  industry 
guides  ($30  each).  Boring  presentation;  fairly  lame 
"insider"  information.  On  the  consultancy  McKinsey 
&  Co.,  for  example:  "Up  until  the  1960s,  all  men 
working  for  McKinsey  were  required  to  wear  hats." 
Would  that  be  behind  closed  doors,  too? 
Distribution:  Phone  and  Web  site  orders.  Partner- 
ships with  150  college  career  centers;  students 
get  up  to  40%  discounts. 
Numbers:  Broke  even  last  year  on  sales  of 
$750,000;  expects  to  do  the  same  this  year  on 
revenues  of  $1.5  million.  Got  first  round  of  angel- 
investor  financing— about  $1  million— in  1996; 
looking  for  another  $1  million  in  venture  capital. 
Growth  plans:  To  increase  coverage  to  several 
hundred  companies. 
Weakness:  Unexciting  product. 
Thoughts  on  competition:  "What  have  you  heard 
about  them?" 


Vault  Reports 

Founders:  Hussam  Hamadeh,  28,  a  Wharton 
J.D./M.BA,  brother  Samer,  29,  who  has  a  master's 
in  chemical  engineering  from  Stanford,  and  friend 
Mark  Oldman,  29,  a  Stanford  J.D.  Started  Vault 
Reports  in  December  1996  in  part  with  earnings 
from  books  by  Oldman  and  Samer  Hamadeh  (Ameri- 
ca's Top  Internships  and  The  Internship  Bible). 
Product:  Fifty-page  reports  on  more  than  100  com- 
panies ($25  each),  three-  to  ten-page  minireports  on 
about  1,000  firms  (from  $3.95  to  $9.50  apiece)  and 
ten  industry  guides  ($35).  Fun  reads,  edgy  details. 
About  New  York  law  firm  Skadden,  Arps,  for  example: 
"It's  acceptable  to  call  someone  a  moron....  Some  of 
the  most  brutal  partners  are  women." 
Distribution:  Phone  and  Web  site  orders.  Partner- 
ships with  500  college  career  centers;  students 
get  up  to  40%  discounts. 
Numbers:  Lost  $150,000  on  $150,000  in  sales 
last  year;  expects  to  lose  $500,000  on  $600,000 
this  year.  Hopes  to  turn  a  profit  by  the  year  2000 
(good  luck!).  Eagerly  looking  for  angel  investors. 
Growth  plans:  Increase  coverage  to  3,000  com- 
panies; grow  their  headhunting  Web  site. 
Weakness:  Badly  in  need  of  cash. 
Thoughts  on  competition:  "We  really  don't  see  our- 
selves as  competing  with  them."    -Katarzyna  Moreno 
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Visit  our  website  at  www.toyota 


com/usa  or  write  Toyota  Motor  Corporate  Services.  9  W.  57th  St..  4900-H2,  New  York,  NY  10019  -1998 
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T  H  L  E  T  E  S 


Indiana  has  been  home  to 
some  of  America's  greatest  sports  teams  for 
more  than  a  century.  Maybe  it's  because 
Hoosiers  are  naturally  competitive.  Or  maybe 
it's  because  the  local  fans  are  so  supportive. 
Whatever  the  reason,  teamwork  is  one  of  the 
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'"diana,  USA 

qualities  that  has  made  their  state  great.  And 
it's  definitely  one  of  the  reasons  Indiana  was 
chosen  as  the  site  of  Toyota's  major  new  U.S. 
vehicle  manufacturing  plant. 

By  the  time  it's  fully  opera- 
tional, Toyota  Motor  Manufacturing,  Indiana  will 
have  the  capacity  to  produce  1 50,000  vehicles 
per  year.  The  2,300  new  jobs  created  here 
will  raise  Toyota's  direct  U.S.  employment 
to  more  than  25,000.  Now  that's  what  we 
call  an  expansion  team. 

As  a  company  which  does 
business  in  the  global  marketplace,  Toyota 
recognizes  the  need  to  invest  in  local  design, 
research  and  manufacturing,  to  ensure  that  the 
products  we  sell  answer  the  special  needs 
and  standards  of  all  of  our  drivers.  That's  why, 
in  25  countries  around  the  world,  Toyota  vehi- 
cles are  being  manufactured  by  the  same 
people  who  drive  them  -  local  people. 

Sure,  it  makes  good  busi- 
ness sense  for  Toyota.  But  it  also  builds  growth 
and  competitiveness  in  the  communities  where 
we  do  business.  That's  what  team  spirit  means 
to  Toyota.  It's  how  we  play  the  game. 

TOYOTA    People  Drive  Us 
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Kate  Spade  knew  nothing  about  business, 
but  she  did  know  that  American  women 
were  ready  for  a  different  sort  of  handbag. 

It's  in  the  bag 


By  Michelle  Conlin 


Look  at  us  now:  Kate  and  Andy  Spade  defied  every  expectation  of  failure. 


Without  a  business  plan  or 
a  single  backer,  Kate 
Spade  quit  her  job  as 
accessories  editor  for 
Mademoiselle  and  launched  her  own 
handbag  company  in  1991 — in  the 
thick  of  a  recession.  "Even  my  mother 
said  I'd  gotten  cocky — and  what  the 
heck  was  I  doing  giving  up  a  job  with 
insurance?"  says  Spade,  35. 

That's  what  entrepreneurs  are  made 
of — confidence  in  themselves  and  in 
their  'eas.  Hers  was  to  bring  hand- 
bags back  to  what  they  had  been  in 
the  1950s  and  1960s — elegant,  classic 
and  unpretentious  complements  to 
outfits,  not  bauble-festooned  state- 
ments about  their  owner's  affluence  a 


la  Prada  and  Chanel.  She  moved  away 
from  the  expensive  leather  look  and 
designed  simple  nylon  totes,  pink  her- 
ringbone carryalls,  velvet  tiger-print 
shoppers  and  burlap  satchels  with 
raffia  hula-skirt  fringe.  Priced  at  $100 
to  $400,  Spade's  bags  weren't  cheap, 
but  they  didn't  cost  $2,000  like  some 
of  the  competition. 

But  with  no  money  and  no  back- 
ing, how  would  she  get  started?  She 
had  one  believer,  anyway:  her  then- 
boyfriend  and  current  husband,  Andy, 
a  creative  director  at  Chiat/Day 
advertising.  He  thought  he  could 
develop  a  brand  around  Kate  herself, 
a  willowy  midwestern  beauty  in  1950s 
hoop  skirts  and  strappy  sequined  san- 


dals transplanted  to  the  mean  streets 
of  Manhattan. 

The  Spades  raided  Andy's  $35,000 
in  savings.  "We  thought  if  we  took 
other  people's  money,  we'd  feel  too 
guilty,"  says  Kate. 

Folks  in  the  trade  were  only  toc-i 
happy  to  feed  her  insecurity.  A  fabric 
supplier  suggested  she  set  her  sights 
on  becoming  a  housewife.  A  trade 
show  organizer  dismissed  her  work 
because  Spade  didn't  "do  leather." 

Being  human,  Spade  often  broke 
down,  sobbing  "Who  am  I  to  think  I 
can  start  my  own  company?" 

But  her  instincts  were  often  better 
than  the  stylemakers'.  On  an  impulse 
the  night  before  her  first  trade  show. 
Spade  ripped  out  the  demure  "kate 
spade  new  york"  labels  from  inside  the 
bags  and  stitched  them  on  the  out 
side,  sewing  until  her  fingers  go 
puffy.  The  next  day  Barneys  orderec 
1 8  of  her  bags — but  insisted  she  sev< 
the  labels  back  on  the  inside. 

Her  big  break  came  when  a  Vogu, 
editor  who  had  also  spotted  the  bag 
at  that  show  decided  to  feature  then 
on  the  glossy's  accessories  page.  I 
prompted  such  a  stir  with  Barneys  cus 
tomers  that  the  clothier  called  Spad 
back,  and  asked  for  the  original  ver 
sions — with  the  label  on  the  outside. 

The  couple  hit  trade  shows — And 
on  days  off  and  in  evenings — sellin 
40  bags  at  a  time  to  stores  like  Fre 
Segal  and  Charivari.  The  Spades  nevi 
gave  the  product  away  to  stars,  < 
large  design  houses  do;  they  weren 
comfortable  being  so  pushy.  Bi 
celebrities  like  Julia  Roberts  an 
Gwyneth  Paltrow,  who  saw  the  baj 
in  fashion  magazines  and  on  tl 
shoulders  of  their  friends,  bougl 
them  anyway. 

Spade  reinvested  every  cent  in  h  I 
business  and  siphoned  off  money  fo 
merly  headed  for  Andy's  401(k)  pla 
Revenues  climbed  from  less  th; 
$100,000  in  1993  to  $1.5  million 
1995,  but  the  Spades  lived  off  Aid) 
advertising  salary  until  he  quit  to  jc 
Kate  full  time  in  1996.  That  year,  afi 
Saks  and  Neiman  Marcus  had  ea 
ordered  3,000  bags  for  all  their  stor 
the  company  broke  into  the  black  i 
the  first  time  on  revenues  of  $6  rnillk 

Today   Kate   Spade   Inc.   has 
own  retail  outlets  in  New  York,  L 
Angeles,  Boston  and  Tokyo,  witl 
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Better  answers: 


answers,  reach  us  at  www.compaq.com/hub. 


Imagine  3.  WOrlCl  which  gets  progressively  cleaner. 

Imagine  a  world  where  city  planning  actually  improves  the 
quality  of  people's  lives 

Imagine  a  world  where  new  forms  of  communications 
technology  are  more  user-friendly. 

Vivendi  has  already  imagined  this  world.  What  is  more,  we 
have  begun  to  build  it.  Our  water  companies  are  continually 


improving  the  quality  of  supplies  to  more  than  80  mil 
around  the  world.  Our  waste  management  systems 
recycling.  Our  power-generating  stations  lead  the  wa 
efficiency.  Some  even  use  waste  as  fuel. 

Thanks  to  Vivendi  companies,  transportation  syst' 
across  Europe  are  better  planned  and  more  cost-effe  ■ 

Every  year,  our  construction  companies  manage  c  m'j- 


»■ 
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d  the  world.  Recent  projects  have  included  the  Stade 
I  Cairo's  new  rapid  transit  system  and  the  Vasco  da 
ge  in  Lisbon. 

ave  also  become  a  major  player  in  the  field  of  com- 
is,  providing  easy  access  to  mobile  phone  networks, 
it  and  digital  media. 


Reading  this,   you   might  deduce  that  such  wide-ranging 
activities  are  commensurate  with  considerable  financial  growth 

And  you'd  be  right.  Vivendi  is  one  of  Europe's  largest  companies 
with  annual  revenues  approaching  $35  billion. 

All  things  considered,  it  seems  that  when 
the  customer  comes  first,  success  soon  follows. 


ft  I  T  T  E  D      TO       MEETING      YOUR      LIFE'S       EVER-CHANGING       NEEDS. 


END 


vw.vivendi.com 
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new  line  of  clothing  as  well  as  sta- 
tionery and  personal  organizers.  The 
company  should  net  10%  on  sales  of 
$30  million  this  year.  Spade  can  now 
afford  a  new  $750,000  print  ad 
campaign  designed  by  Andy:  It  fea- 
tures Kate  Spade-like  girls  bicycling 
through  wheatfields  and  wholesome 
copy  that  evokes  girlhood  and 
growing  up.  Very  American.   Let 


Chanel  and  Hermes  have  the  Euro- 
pean snob  appeal. 

What  now?  Earlier  this  year  the 
Spades  hired  former  Donna  Karan 
president  Stephen  Ruzow  as  their 
chief  executive  to  oversee  expansion. 
But  the  Spades  are  shrewd  enough 
to  know  that  the  worst  thing  they 
could  do  at  this  stage  would  be 
to  dilute  or  cheapen  their  image. 


They  got  gun-shy  about  Ruzow's 
plans  to  roll  out  60  new  stores  and 
branch  into  new  categories;  he  left  in 
Jkily  after  three  months.  "We're  not 
ready  yet,"  says  Andy,  "and  we  prob- 
ably won't  be  for  two  years.  We're 
very  protective  of  this  thing."  Wise 
thought.  Brand  images  are  delicate, 
things.  Abuse  them  and  you  may 
lose  them.  n 


All  too  many  entrepreneurs 
lose  control  to  their  financial 
backers.  Here  are  some 
who  thumbed  their  noses 
at  banks  and  venture  capitalists. 

The  bootstrap 
brigade 

By  Carrie  Coolidge 

Don't  be  fooled  by  the  modest  home 
Burt  Shavitz  has  chosen  for  himself: 
an  8 -foot- by- 8 -foot  converted  turkey 
coop  in  Bangor,  Me.  with  no  indoor 
plumbing.  The  shaggy-looking  recluse  is  a  multi- 
millionaire, thanks  to  the  company  he  cofound- 
ed  with  Roxanne  Quimby,  a  part-time  waitress, 
nearly  a  decade  ago  (Forbes,  Dec.  6,  1993). 
Burt's  Bees  will  pull  in  revenues  of  $8  million  this 
year,  selling  natural  ingredient  skin-care  products 
like  sunflower  oatmeal  body  soak  and  avocado 
butter  hair  treatment  via  2,000  retail  stores  in  the 
U.S.,  Japan  and  Canada  and  through  a  semian- 
nual catalog. 

What  makes  Burt's  Bees  different  from  most  of  thou- 
sands of  other  similar  success  stories  is  this:  Shavitz  and 
Quimby  never  raised  outside  capital  and  never  borrowed  a 
dime.  They  bootstrapped  their  way  to  wealth.  "We  value 
our  freedom,"  says  Quimby,  president.  "We  always  wanted 
to  know  that  we  could  walk  away  from  the  business  at  any 
time  and  not  owe  anybody  anything." 

For  the  company's  first  two  years,  when  revenues  never 
nudged  above  $25,000,  Burt's  Bees  operated  out  of  a 
one-room  schoolhouse  with  no  heat,  electricity  or  running 
water.  For  five  years  Shavitz  and  Quimby  each  drew 
$500  in  monthly  salary.  Peddling  their  products  on  the 
road,  they  slept  in  the  back  of  a  pickup  truck  and  prepared 
their  own  food  rather  than  wasting  money  eating  out. 
Recalls  Shavitz,  now  63,  "We  had  to  make  it  by  paying  as 
we  went  along." 
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Footloose 


Every  penny  saved,  every  dollar  shaved  off  living  expen; 
es  and  overhead  compounded  itself  many  times  over.  Toda 
the  company  operates  from  an  18,000-square-foot  factor 
in  Raleigh,  N.C.,  but  it  remains  frugal.  Quimby  now  earr 
$80,000  a  year;  Shavitz,  $25,000.  The  profits  still  gt 
plowed  back.  Burt's  Bees  might  have  grown  much  fasti 
had  it  taken  in  outside  money,  but  Shavitz  and  Quimb 
would  long  since  have  diluted  their  ownership  and  woul 
have  wasted  time  talking  to  bankers  that  could  be  betti 
spent  selling  candles  and  soap. 

Three  out  of  four  people  who  start  businesses  do  so  wil 
outside  capital.  This  has  never  been  easier.  Venture  capita 
ists  of  every  description  have  money  to  hand  out.  Bank 
squeezed  out  of  the  big-company  market,  assiduously  cou 
small  borrowers:  They  handed  out  $7  billion  worth 
loans  under  $100,000  last  year — a  jump  of  nearly  16C 
since  1995.  If  worst  comes  to  worst,  an  entrepreneur  c; 
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pays  tap  expensive  credit-card  debt,  as  nearly  half  of  all 
$  mips  now  do. 

JThere's  a  lot  to  be  said  for  leveraging  your  talent  with 
her  people's  money — but  there's  a  price,  too,  and  people 
le  Quimby  and  Shavitz  don't  want  to  pay  it.  They  savor 
jdr  freedom  from  interest  payments  and  meddlesome 
pestors — and  hope  to  cash  in  big  one  day  through  a  sale 
j  public  offering  without  having  to  share  the  bounty.  But 
petimes  the  entrepreneur  has  no  choice.  Except  for  him- 
|f  or  herself,  no  one  is  willing  to  invest  in  the  project. 
[That  was  the  case  with  San  Diego,  Calif -based  Kashi  Co. 


"ting  pretty.  The  Taubers  built  a  $20  million  business  without  borrowing  a  dime. 

!  1984  Gayle  and  Philip  Tauber  decided  to  make  and 
jarket  a  whole-grain  cereal.  Turned  down  by  banks,  the 
I'Uple  risked  their  $25,000  in  lifetime  savings  and  coaxed 
b  days'  credit  from  a  local  manufacturer  willing  to  make 
le  stuff  to  their  formula.  Next,  they  found  a  factoring 
mpany  that  agreed  to  buy  their  accounts  receivables  for 
j!  cents  on  the  dollar. 
Revenues  the  first  year  were  $750,000.  Fifteen  years  later 
ishi  is  on  track  to  pull  in  sales  of  $20  million.  Ever  since 
|>  founding  the  company  has  been  profitable,  but  the 
jiubers  take  out  just  a  combined  $160,000  in  annual 
■aries.  The  rest  gets  plowed  back.  "Money  doesn't  answer 
I  problems,"  says  Phil,  the  53-year-old  chief  executive, 
j  Another  pair  of  entrepreneurs  catering  to  Americans' 
jndness  for  so-called  natural  ingredients  are  Robert 
LacLeod  and  Stephen  Byckiewicz  of  Gardiner,  N.Y.-based 
jss  My  Face.  These  ex-waiters  couldn't  persuade  banks  to 


help  them  launch  their  line  of  soaps  and  shampoos.  Back 
in  1979  they  pooled  all  they  had — $10,000  saved  from 
tips — and  ordered  a  batch  of  product  from  a  local  manu- 
facturer. Revenues  limped  along  the  first  couple  of  years — 
$30,000,  $45,000.  "We  were  making  hardly  enough  to 
stay  alive,"  recalls  MacLeod,  now  49.  They  couldn't  afford 
a  booth  at  a  trade  show,  much  less  an  advertising  campaign. 
What  they  lacked  in  capital  they  more  than  made  up  in 
ingenuity.  In  1982  the  Bic  Co.  was  introducing  a  dispos- 
able razor.  MacLeod  and  Byckiewicz  cold-called  a  Bic  mar- 
keting vice  president  and  cut  a  deal  that  enabled  them  to 
piggyback  on  Bic's  lavish  promotion.  They 
bought  200,000  razors  for  8  cents  each,  with  a 
45-day  grace  period.  "It  was  an  easy  sell  because 
it  was  a  no-lose  situation  for  Bic,"  says  MacLeod. 
The  partners  bought  3,000  floor  display  units  for 
$3  each,  once  again  stretching  out  payment 
terms.  They  distributed  the  displays,  soap  and 
razors  to  independent  retailers  across  New  Eng- 
land and  the  Midwest,  and  the  packages  sold  out 
completely  in  diree  days,  producing  enough  cash 
for  Byckiewicz  and  MacLeod  to  pay  their  bills 
and  then  some.  Orders  started  pouring  in  from 
independent  natural-food  stores.  That  year, 
1982,  Kiss  My  Face  earned  $150,000  on 
$275,000  in  revenues. 

Now,  16  years  later,  Kiss  My  Face  has  sales  of 
$18  million  from  123  different  products  but 
hasn't  spent  a  dime  on  advertising  since  the  Bic 
promotion  and  remains  debt-free.  "We're  very 
happy  to  have  maintained  complete  control  of  our 
business,"  says  MacLeod.  Not  to  mention  100% 
of  the  equity. 

Robert  Stockard  was  running  a  small  execu- 
tive-recruiting firm  in  Andover,  Mass.  called 
Sales  Consultants  of  Boston — when  he  got  a  call 
from  mci  back  in  1993.  The  telecommunications 
giant  needed  a  temporary  sales  force  of  1 ,200  to 
launch  a  new  calling  plan,  Friends  and  Family, 
across  America.  Stockard  had  no  expertise  in 
hiring  temps,  but  he  didn't  want  to  lose  a  piece 
of  business  of  that  size.  He  would,  however,  have 
to  expand  seriously — and  quickly.  But  with  what? 
Stockard  had  only  $300,000,  far  short  of  salaries  for  a 
first  wave  of  temps,  plus  rent  and  office  equipment.  He 
decided  not  to  go  to  banks.  "We  didn't  want  to  lose  con- 
trol of  our  business,"  he  says.  He  persuaded  MCI  to  make 
a  10%  down  payment  on  its  $2.5  million  contract.  To 
handle  the  business,  he  started  a  new  company,  Sales 
Staffers  International. 

To  avoid  drawing  salaries  from  the  new  enterprise, 
Stockard  and  his  wife,  Maria  Massaro,  split  their  time 
between  the  new  business  and  the  old  for  two  years.  "We 
were  working  seven  days  a  week,"  says  Stockard,  now  40. 
Five  years  on,  Sales  Staffers  provides  teams  of  temps  for 
Microsoft,  Bell  Atlantic  and  Polaroid;  revenues  should 
reach  $18  million  this  year.  Looking  to  expand  nationally, 
Stockard  plans  to  seek  outside  money  through  an  IPO  by 
the  year  2000,  but  strictly  on  his  terms — not  those  dictat- 
ed by  any  investors.  hi 
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With  Newt  Gingrich  gone,  Lockheed  Martin  can  finally 
get  on  with  dealing  with  its  problems  at  Marietta,  Ga. 

Blessing  in  disguise 


& 


ill 

r.c 


By  Howard  Banks 


The  recent  resignation 

of  Newt    Gingrich    as 

Speaker  of  the  House  may  be  a  blessing  to  Lockheed 

Martin  Chairman  Vance  Coffman.  His  $28  billion  (1998 

revenues)  aerospace  giant  is  carrying  an  albatross:  its 

9,600-employee  Marietta,  Ga.  aircraft  plant. 

The  plant,  which  sprawls  around  Dobbins  Air  Reserve 
Base,  looks  exactly  what  it  is — a  converted  World  War  II 
aircraft  manufacturing  plant.  High  costs  match  its  out- 
dated appearance. 

But  when  vou  get  more  than  80%  of  your  business 
from  government  orders — from  Defense,  nasa,  the  U.S. 
Postal  Service  and  various  states — as  Lockheed  Martin 


°2 


does,  you  can't 
afford  to  alienate 
Congress  by  closing  unneeded  plants,  since  that  wou 
eliminate  voters'  jobs.  The  sprawling  Marietta  plan 
mostly  leased  by  Lockheed  Martin  from  the  U.S.  1 
Force,  has  long  had  powerful  protectors.  First  it  w 
Sam  Nunn,  Georgia  senator  and  for  years  chairman 
the  Senate  Armed  Services  Committee.  After  Nui 
stepped  down,  the  protector  was  Gingrich,  whose  6 
congressional  district  in  Georgia  lies  next  to  the  d: 
trict  where  the  plant  is  located  and  is  home  to  many 
its  workers. 

Elsewhere  in  his  sprawling  empire,  Coffman,  t\ 
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ears  in  the  top  job,  has  been  an  effective  cost-cutter, 
.ockheed  Martin  has  closed  16  million  square  feet  of 
ictory  space  and  eliminated  12,000  jobs,  saving  in  all 
n  annual  S2.6  billion.  But  the  cuts  have  so  far  fallen 
ghtly  on  the  Marietta  plant.  With  Gingrich  gone,  cuts 
lere  will  be  easier  to  make. 

Buried  deep  in  the  company's  third-quarter  10Q 
tatement  was  a  notice  that  the  company  would  take 

writedown  of  S350  million  to  $400  million  ($1.84 
:>  S2.10  a  share)  in  the  first  quarter  of  1999.  The 

rite -down  is  mostly  to  cover  cost  overruns  on  the 

test  update  of  the  C-130  Hercules,  which  is  built  in 
larietta. 

Despite  having  built  more  than  2,100  such  transports 
ver  the  past  50  years,  the  plant  is  over  two  years  late  in 
elivenng  the  latest  version  of  the  Hercules,  the  C-130  J, 
3  its  first  customer,  Britain's  Roval  Air  Force.  This  $1.8 
iilion  order  is  for  25  planes  plus  25  options. 

The  update  has  been  problem-plagued.  A  new  engine 

anged  the  airflow  over  the  aircraft,  severely  damaging 
;ie  plane's  flying  characteristics,  a  flaw  that  took  Mari- 

ta  months  to  fix.  Also  Lock- 
Bed's  in-house  supplier  of 
dvanced  cockpit  displays 
iiessed    up    and    had    to    be 

placed  by  Avionics  Display 

orp. 

The  delays  caused  the  RAF  all 

rts  of  fits,  not  least  because 

eping  its  older  Hercules  in 
le  air  is  costly.  Under  terms  of 
,ie  contract,  Lockheed  Martin 
Ireadv  owes  the  RAF  around 
50  million  for  being  late,  and 
le  meter  is  still  ticking. 

Worse  perhaps  than  the  cost      MHB 
verruns,  the  C-130J's  prob- 

:ms  threaten  Lockheed  Martin's  chances  of  winning 
KX\  bigger  contracts.  The  RAF,  along  with  the  air  forces 
f  France,  Belgium  and  Spain,  is  now  looking  for  a  joint 
uy  of  at  least  140  military  transports  of  C-130J  dimen- 

ons.  But  you  can  bet  that,  after  the  raf's  troubles, 

esc  air  forces  will  demand  tough  concessions  on  price 

d. contract  conditions.  If  Lockheed  Martin  shaves 
rices  to  get  that  order,  it  will  face  the  possibility  of  also 
aving  to  cut  prices  for  Uncle  Sam  for  the  150  C-130Js 
te  U.S.  Air  Force  is  planning  to  take  starting  in  2004. 

Marietta's  troubles  go  beyond  the  C-130  J.  The  plant 
as  also  been  in  trouble  with  the  development  program 
)r  the  F-22  stealth  fighter  (a  joint  program  with 

oeing).  This  $40  billion  program  is  now  recovering, 
ut  for  a  while  was  so  behind  schedule  that,  despite  Gin- 
rich's  support,  funding  was  threatened. 

Mickey  Blackwell,  president  of  Lockheed  Martin's 

ronautics  division,  rejects  closing  Marietta.  Moving  its 
icilities  would  cost  too  much.  Besides  which,  he  says  he 

eeds  the  space  and  doesn't  have  to  pay  lease  costs  to 
le  U.S.  Air  Force  for  any  of  the  plant  that  is  left  idle. 
Hackwell  is,  however,  closing  40  smaller  factory  units  at 

larietta  by  the  end  of  1999. 
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Chairman  Vance  Coffman 
Focus  now  is  Marietta. 


Lockheed  Martin  could,  in  fact,  split  Marietta's  work 
between  its  fighter  plant  (the  world's  best)  at  Fort 
Worth,  Tex.  and  its  low-cost  operation,  which  includes 
the  famous  Skunkworks  at  Palmdale,  Calif. 

Is  that  what  that  projected  writeoff  is  all  about — a  first 
installment  of  the  closing  costs  and  severance  pay  at 
Marietta?  This  could  be  great  news  for  Lockheed  Martin 
shareholders.  WM 


Sharpen  that  knife 


Lockheed  Martin's 
shares  have  been  volatile 
recently,  matching  the 
news  from  company  head- 
quarters in  Bethesda,  Md. 

The  outfit  remains 
headed  for  record  earn- 
ings this  year:  It's  expect- 
ed to  net  around  $1.3 
billion  on  sales  of  $28 
billion,  a  10%  increase 
over  1997  numbers.  The 
good  news  comes  thanks 
to  a  surprise  third-quarter 
$120  million  boost  from 
the  company's  Atlas  rock- 
et launcher  program. 
But  Lockheed  Martin 
damped  the  positive  with 
a  nastv  surprise,  revealing 
that  it'  will  take  a  $350 
million  to  $400  million 
writedown  in  the  first 
quarter,  mostly  to  cover 
higher  than -expected 
startup  costs  on  a  new 
C-130J  version  of  the 
venerable  Hercules 
(see  story). 

That  will  leave  1999's 
net  earnings  not  much 
higher  than  this  year's, 
instead  of  the  $1.48  bil- 
lion expected  earlier.  For 
a  while  in  mid-November 
the  market  lopped  $5.38 
off  Lockheed  Martin's 
price,  taking  it  to 
$101.63,  thanks  to  the 
surprise. 

Lockheed  Martin's 
shares  have  since  recov- 
ered to  around  $106. 
That  reflects,  in  part,  the 
company's  healthy  cash 
flow  of  around  $2.4  bil- 
lion both  last  year  and 


this.  Though  more  than 
half  of  the  cash  flow  is 
being  used  to  pay  down 
long-term  debt,  that  still 
leaves  a  cool  billion  to 
fund  investment  and 
acquisitions.  Following 
the  debacle  over  the  failed 
Northrop  Grumman  bid, 
the  company  is  now  try- 
ing to  buy  Comsat,  the 
space  communications 
group,  for  $2.7  billion  in 
cash  and  stock.  The 
improved  share  price  also 
reflects  significant  cost- 
cutting  by  Lockheed 
Martin.  The  toughest 
cuts  have  been  in  Space 
6k  Strategic  Missiles,  now 
about  30%  of  group  sales 
and  generating  an  operat- 
ing margin  of  13.5%,  well 
above  the  group's  10.5% 
average. 

Like  all  defense  suppli- 
ers, Lockheed  Martin 
faces  uncertainties  over 
government  spending. 
And  it  faces  a  particularly 
tricky  potential  problem 
over  its  C-130J  and  F-22 
programs,  both  assem- 
bled at  Marietta.  There 
is  a  potential  gap  of 
almost  two  years  between 
ending  production  of  the 
C-130Js  for  the  RAF  and 
the  start  of  production 
of  these  planes  for  the 
U.S.  Air  Force.  The  F-22 
will  not  start  full  produc- 
tion in  time  to  fill  this 
gap  at  Marietta.  All  the 
more  reason  to  apply 
the  knife  even  deeper 
there.  -H.B.  WM 
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IVATF     BANKING 


A   MODERN   APPROACH   TO   WEALTH 


It's  long  past  banking  hours  when  you  finally  reach  a  decision:  The  time 
is  right  to  endow  your  alma  mater  —  the  place  that  has  been  crucial  to 
your  success  as  a  millionaire  entrepreneur.  Instead  of  waiting  until  the 
morning,  you  dash  off  an  e-mail  to  your  private  banker:  "Would  like  to 
discuss  philanthropy.  Can  we  meet  tomorrow?"  Within  an  hour,  the  banker 
replies  electronically,  and  you  agree  to  meet  after  breakfast. 


Managing  wealth  on  the  threshold  of 
the  21st  century  is  just  as  serious  as  in 
the  old  days,  when  industrialists  con- 
ferred with  somber  bankers  in  oak-pan- 
eled parlors.  But  the  profde  of  today's 
high-net-worth  individual  has  radically 
changed  private  banking's  once-fusty 
image.  "Private  banking  used  to  belong 
to  the  domain  of  the  superrich,"  says 
Michael  Mara,  principal,  The  Vanguard 
Group.  "But  more  and  more  you  hear 
ordinary  people  say,  'I  know  how  to 
make  the  money,  now  I  want  someone 
else  to  manage  it.'" 

The  population  of  millionaires  in  the 
U.S.  is  burgeoning:  The  number  of 
households  with  a  total  net  worth  of  Si 
million  or  more  rose  from  3,472,000  in 
1990  to  6,389,000  in  1997,  according 
to  Spectrem  Group/PSI's  1997  Affluent 
Market  Research.  The  ranks  of  the 
wealthy  now  include  a  diverse  group  of 
entrepreneurs,  corporate  executives, 
entertainers  and  sports  stars,  as  well  as 
those  who  have  triumphed  in  the  stock 
market's  long  bull  run.  They  lead  com- 
plex, modern  lives,  with  a  list  of  con- 
cerns that  includes  estate  and  retirement 
planning,  caring  for  elderly  parents, 
paying  for  college,  setting  up  trusts  and 
tax  shelters,  giving  to  charities  — -  and 
even  helping  to  groom  children  in  the 
responsibilities  that  accompany  riches. 


To  help  clients  cope  with  these  finan- 
cial pressures,  today's  private  bankers 
rely  on  sophisticated  computer  tech- 
nology and  an  array  of  up-to-date 
investment  strategies. 

Banking  on  Service 

One  requirement  of  private  banking 
hasn't  changed  over  time:  Wealthy 
individuals  expect  both  a  personal  rela- 
tionship and  a  high  level  of  service.  At 
the  same  time,  the  number  of  choices  in 
the  private  banking  market  raises  the 
dilemma  for  clients  of  whether  to  con- 
solidate all  their  business  with  one 
provider  or  to  pick  multiple  institutions 
based  on  the  strengths  of  each.  At 
Republic  National  Bank  of  New  York, 
this  has  led  to  an  approach  that  looks  at 
a  client's  entire  portfolio,  rather  than 
focusing  only  on  the  specific  portion 
invested  with  Republic.  "We  strive  to  be 
an  overall  adviser  to  the  client,  not  just 
a  provider  of  products,"  says  Leslie 
Bains,  executive  vice  president  and  head 
of  Domestic  Private  Banking  and 
Investments  at  Republic.  "We  do  not 
want  to  be  in  conflict  with  our  clients 
by  always  pushing  our  own  products,  so 
we  take  a  step  back  and  concentrate  on 
advising  them  on  their  total  asset  allo- 
cation." With  this  objectivity,  Republic 
can  then  make  recommendations  on  an 


appropriate  mix  of  stocks,  bonds  am 
cash  reserves  to  match  a  client's  overai 
financial  picture,  including  investmen 
goals,  future  spending  needs  and  tolei 
ance  for  risk. 

Mindful  of  the  need  to  constandy  offc 
innovation,  Republic  has  developed  cor 
solidated  record  keeping  of  a  client's  fu 
range  of  accounts,  including  those  nc 
held  with  Republic.  What  is  mor 
Republic  can  issue  the  quarterly  activii 
statements  via  the  Internet.  "We  have  tl 
ability  to  deliver  to  a  client,  no  matt 
how  many  advisers  or  brokers  they  use. 
complete  picture  of  their  entire  n 
worth,"  says  Bains.  "In  an  age  of  conv 
nience,  I  think  people  value  that." 

Republic  is  committed  to  helping 
clients  make  the  most  of  their  asse 
whether  they  are  investing  to  build  weal 
or  making  donations  to  charities.  Phila 
thropy  has  become  a  prime  concern 
many  of  Republic's  clients.  "A  lot 


Trust. 

It  Began  As  A  Vanguard  Principle. 

Now  It's  A  Vanguard  Service. 

Vanguard  Personal  Trust  Services 

We  have  never  been  a  typical  mutual  fund  company.  That's  what  our 
clients  like  about  us.  They  know  we  will  go  out  of  our  way  to  lower 
costs  without  sacrificing  the  quality  of  our  funds  or  the  service  our 
clients  expect. 

These  are  the  same  principles,  guiding  Vanguard  Fiduciary  Trust 
Company.  We  help  you  build  your  estate  plan  on  a  solid  foundation. 
With  experienced  trust  management  and  administration.  Disciplined  — 
and  proven  —  investment  expertise.  A  broad  family  of  mutual  funds. 
A  commitment  to  keep  costs  reasonable.  And  the  financial 
strength  of  the  Vanguard  Group,  with  more  than 
$350  billion  in  assets  under  management. 

Finally,  in  a  climate  of  mergers  and  consolidations, 
we  offer  a  continuity  that  is  crucial  to  trust  management. 

If  you  have  a  minimum  of  $500,000  in  investable 
trust  assets  and  want  to  learn  more  about  Vanguard 
Personal  Trust  Services,  call  the  number  below. 
As  your  trustee,  we'll  take  care  of  you  and  your 
loved  ones  today  and  tomorrow. 

For  More  Information  Gill 
Vanguard  Fiduciary  Trust  Company  At 

1-800-447-9421 

THEVansuarcfcROue 

Vanguard  Fiduciary  Trust  Company  is  established  under  the  laws  of  Pennsylvania.  Trust  services  may  not  be  available  in  all 
states.  Funds  are  offered  only  by  prospectus,  which  contains  more  complete  information  on  advisory  fees,  distribution  charges  and 
other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money.  ©1998  The  Vanguard  Marketing  Corp.  Distributor. 


I 


ADVERTISEMENT     3 


people    who    have    made    substantial  dered  virtually  at  cost.  "Each  of  Van-  such  affairs,  private  banking  is  adopting 

amounts  of  money  are  trying  to  decide  guard's  personal  financial  services  is  other  methods  that  reflect  demand  — 

what  they  can  give  back  personally  —  offered  at  an  extremely  low  cost,  in  keep-  getting  clients  out  of  offices  and  into 

and  how  to  instill  that  spirit  of  giving  in  ing  with  the  Vanguard  tradition,"  says  conference  halls  to  learn  the  latest  on 

their  children,"  says  Barbara  Humphrey,  Vanguard  Chairman  and  CEO  John  J.  issues  affecting  wealth  management, 

first  vice  president  and  head  of  Estate  Brennan.  "We  are,  in  fact,  setting  a  new  Republic  recently  used  this  approach  to 

Planning  and  Philanthropic  Services  at  benchmark  in  cost  efficiency  for  such  expand  the  reach  of  its  philanthropic  ser- 

Republic.  Yet  unlike  previous  generations  services."  vices.  In  October,  it  held  its  first  forum  on 

that  may  have  turned  over  large  sums  of  Yet  low  cost  does  not  mean  cut-rate  ser-  philanthropy  —  a  reflection  of  demand, 

money  to  nonprofit  institutions  with  few  vice.  "Personal  service  is  very  important,"  "Individually,  our  clients  were  asking  us 

strings  attached,  today's  philanthropists  says  Mara.  "Our  wealth  investment  coun-  the  same  questions,"  says  Humphrey, 

take  a  more  hands-on  approach  to  chari-  selors  and  trust  counselors  have  no  more  including  the  basics  on  topics  such  as  set- 

ty —  often  by  establishing  their  own  than   100  clients  apiece."  Vanguard's  ting  up  a  family  foundation  and  review 


charitable  foundations.  To  help 
them,  Republic  has  created  its 
philanthropic  services  division 
to  advise  not  only  donors  but 
the  nonprofit  organizations 
themselves.  "We  can  give  orga- 
nizations financial  expertise  at 
whatever  depth  they  need  — 
whether  it's  help  on  endow- 
ment management,  or  gift 
and  estate  planning,"  says 
Humphrey. 

Taking  its  own  cue  from  cus- 
tomers' needs,  Vanguard,  an 
international  mutual  fund 
company    headquartered    in 


^Private  banking  used 

to  belong  to  the  domain  of 
the  SUpeirich,  but  more 
and  more  you  hear  OTQinary 
PS0pl6  say,  'I  know  how 
to  make  the  ITIOney,  now 
Want  someone  else  to 

manage  k:  7  7 

—  Michael  Mara,  Principal,  The  Vanguard  Group 


ing  grant  applications.  Chari- 
table foundations,  for  example 
have  become  particularly  pop- 
ular among  families  that  havt 
sold  businesses.  "Several  gener 
arions  may  have  workec 
together  in  that  business,  bu 
now  that  it  is  sold,  they're  look 
ing  for  another  type  of  famil; 
enterprise  —  and  a  foundatioi 
can  be  a  good  solution,"  say 
Humphrey. 

Financial  counselors  fror 
Vanguard  use  nationwid 
conferences  to  share  informs 
tion  with  far-flung  client 


Valley  Forge,  Pa.,  now  offers  elite  per-      objective  to  set  the  standard  for  low-cost  "Our  customers  are  usually  highly  edi 

sonal  financial  services  to  high-net-worth      efficiency  in  personal  banking  services  is  cated,  do-it-yourself  individuals  wh 

individuals.  "Our  clients  were  saying,      behind  its  growing  national  presence.  For  want  to  learn  about  investing,     sa) 

'You  provide  excellent  mutual  funds  for      private  banking,  the  company  requires  a  Mara.  The  company  holds  about  1 

us,  but  at  a  certain  point  in  our  lives  we      minimum  of  $500,000  —  lower  than  the  forums  a  year  around  the  country,  an 

would  like  assets  managed,'"  says  Mara      norm  —  which  allows  the  company  to  also  uses  the  opportunity  for  advise 

of  Vanguard.  This  prompted  Vanguard      capture  a  tier  of  the  market  that  other  from  Vanguard's  Fiduciary  Trust  C 

to  expand  into  personal  financial  services      institutions  may  neglect.  But  Vanguard  and  Personal  Financial  Services  Grot 

in  1996,  a  program  that  spans  invest-      also  manages  individual  portfolios  in  to  hold  private  meetings  with  clients 

excess  of  $200  million.  the  area.  Because  of  programs  such 

these,  says  Mara,  "We  are  now  able 

Getting  the  Word  Out  serve  the  individual  investors  and  esta 

Educating  clients  has  always  been  part  and  retirement  planners  who  have  loi 

Vanguard  relies  on  its  reputation  as  a      of  a  private  banker's  job  —  whether  been  asking  for  assistance  in  preparii 

low-cost  provider  of  mutual  funds.  Its      handling  questions  about  estate  plan-  personal  investment  plans." 
unique  corporate  structure,  whereby  irs      ning  or  establishing  trusts  for  future 

clients  are  the  owners  of  the  company,      generations.  While  face-to-face  consul-  Lynn  Morrissey  is  a  freelance  busin 

means  transactions  and  services  are  ren-      tations  are  customary  for  tending  to  writer  based  in  New  York  City. 


ment  advice,  asset  allocation  and  man- 
agement, estate  and  retirement  planning 
and  trust  administration.  To  build  its 
niche  in  the  private  banking  market, 
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RELATIONSHIP  BANKING 
THE  LONG-TERM  KIND. 
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In  this  age  or  electronic  mail  and  digi- 
tal everything,  private  banking  by  Republic  is 
still  a  matter  or  personal  relationships. 

We  believe,  and  have  always  believed, 
that  our  number  one  job  is  to  build  a  close, 
enduring  relationship  with  each  private  ban- 
king client. 

In  I  act,  its  one  or  the  main  reasons  for 
Republic's  success,  worldwide. 
As  a  Republic  private  banking  client  you  have 
your  own  personal  Account  Orticer,  someone  you  can 
count  on  to  look  alter  your  interests.  He's  there  to 
evaluate  investment  opportunities,  warn  you  against 
pitlalls,  and  make  certain  your  instructions  are  car- 
ried out  to  the  letter. 

It  is  a  long-term  relationship  based  on  genui- 
ne concern  and  commitment  -  the  rare  combination 
that  makes  Republic  a  truly  one-or-a-kind  bank. 


World  Headquarters  of 

Republic  National  Rank  of 

New   York  in  New   York. 
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By  Luisa  Kroll,  Julie  Pitta  and  Daniel  Lyons 


World 


When  the  World  Wide 
Web  finally  yields  profits, 
the  gains  won't  go  to 
those  who  attract 
the  most  eyeballs, 
but  to  those  who  tempt 
the  most  fingertips. 


Weary  Web 


Like  a  siren  song  of  the  Digital  Age, 
the  World  Wide  Web  has  lured  thou- 
sands of  companies  into  spending  bil- 
lions to  get  a  foothold  in  cyberspace. 
They  have  picked  the  wrong  model: 
advertising. 

Their  vision:  tough  luck  for  TV, 
newspapers  and  magazines.  Major  por- 
tions of  corporate  ad  budgets  would 
migrate  to  the  Web.  But  the  Web  isn't 
media — it's  a  store,  a  Mall  of  America 
writ  large.  It  isn't  about  capturing  eye- 
balls, it's  about  fingertips  clicking  on 
the  buy  button. 

"Most  people  took  their  sensibilities 
from  other  media  and  tried  to  impose 
them  on  the  Web.  That  was  a  mis- 
take," says  George  Bell,  chief  executive 
of  Excite,  Inc.,  a  portal  that  relies  on 
ad  sales  for  75%  of  revenue. 

That  poses  unpleasant  challenges  for 
many  on  the  Web.  Hypervalued  Web 
firms  that  rely  heavily  on  ad  revenue 
will  have  to  find  new  sales  streams. 
Media  companies  may  have  to  raze  the 
once-sacred  barrier  between  content 
and  commerce  and  start  selling  things 
on-line.  Big  brands  will  have  to  get  the 
nerve  to  compete  against  their  retail 
partners.  Levi  Strauss  &  Co.  just  took 
the  plunge  (see  p.  102). 

But  can  today's  Web  outposts  rein- 
vent themselves  as  shopping  malls? 
The  chiefs  of  Yahoo!,  Lycos,  Excite 
and  Infoseek  all  say  skimming  a  fee 
from  on-line  sales  will  provide  the  bulk 


98 


of  their  business  in  a  few  years. 

"We  aren't  losing  faith  in  advertis- 
ing, but  it  isn't  growing  as  quickly  as 
we  thought,"  concedes  Robert  Davis, 
chief  executive  of  Lycos,  Inc.,  who 
hastens  to  emphasize:  "The  selling 
opportunity  ahead  of  us  is  overwhelm- 
ing." At  Infoseek  Corp.,  though  ad 
fees  provide  75%  of  sales,  on-line  retail- 
ing "is  our  fastest-growing  segment, 
and  it  will  be  the  biggest  part  of  our 
revenue"  in  two  to  five  years,  says 
Chief  Executive  Harry  Motro.  "By  a 
very  large  margin,"  he  adds. 

America  Online,  Inc.,  in  agreeing 
last  month  to  acquire  Netscape  Com- 
munications Corp.  for  $4.2  billion,  is 
moving  past  advertising  to  embrace  e- 
commerce.  AOL  will  even  build  a  new 
business  selling  software  tools  to  busi- 
nesses that,  like  itself,  want  to  rack  up 
sales  on-line. 

"The  mission  here  is  the  consumer," 
says  America  Online's  president, 
Robert  Pittman.  "The  on-line  shop- 
ping world  is  just  like  the  physical 
world  of  shopping.  What  matters  is 
location,  location,  location — and  that's 
what  we  can  give  people." 

In  the  old  commerce,  location 
meant  places  that  attracted  crowds.  So 
too  in  e -commerce:  AOL  knows  how  to 
attract  crowds.  Chairman  and  Chief 
Executive  Stephen  Case  sees  a  tlireefer: 
"We  have  this  unique  ability  to  create 
a  paying  audience,  deliver  a  (paid-for) 


It's  all  about  selling,  not  telling 
Tickets— at  the  click  of  a  finger. 


message,  and  then  conduct  the  trai 
action,  all  in  one  place." 

What  happened  to  the  advertisi 
dream?  From  a  distance  the  numb 
look  good:  Ad  spending  on-line  1 
swelled  almost  sevenfold  in  two  ye< 
to  $1.3  billion  in  1998,  Forres 
Research  says. 

But  that  is  less  than  1%  of  what  L 
businesses  will  spend  on  all  advertis 
this  year.  Up  close,  the  details 
pretty  ugly  A  massive  80%  of  all  V 
ad  space  goes  unsold,  even  at  hot  s 
like  Yahoo!.  The  leftover  time  £ 
dumped  at  fire-sale  prices.  Only  25 
Web  firms  got  over  80%  of  all 
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tending  in  the  second  quarter  of 
98.  Many  sites  fork  over  commis- 
•ns  of  30%  to  70%  of  an  ad's  price  to 
.'  agencies  that  place  the  spots.  In 
per  media  the  tee  is  15%  at  best. 
iPopular  Web  services  brag  about 
Ipm"  rates  ( cost  per  thousand  view- 
I)  that  rival  the  $25  to  $35  prices  of 
prime-time  commercial  on  an  NBC 
I  like  ER.  But  those  lofty  levels  seem 
Idy  to  crash.  They  could  hit  the  $8- 
|-$10  range  in  the  not-too-distant 
lure,  says  Beth  Haggerty,  senior  vice 
ksident  at  Infoseek. 
|That  isn't  a  business  model — it's  an 
jaation  for  failure.  Yet  investors  keep 
■ding  up  ad-fueled  phenoms.  A  few 
leks  ago  shares  ofTheglobe.com, 
I  on-line  "community"  where  ads 


pose  90%  of  puny  revenue,  went 
public  and  shot  up  nearly  elevenfold. 
Even  after  retreating  to  $39,  the 
shares  were  up  300%  from  their  offer- 
ing price.  Investors  have  yet  to  grasp 
that  while  the  Web  may  be  the  future, 
the  future  does  not  lie  in  ad  revenues. 

The  Web  stormed  onto  the  media 
scene  five  years  ago  as  a  pictures-and- 
text  overlay  to  the  gorpy,  words-only 
Internet,  born  three  decades  earlier. 
The  first  ad  popped  up  in  September 
1994,  and  media  companies  raced  to 
shovel  their  print  and  broadcast  prop- 
erties into  new  on-line  venues. 

Now  several  billion  ads  run  every 
month,  and  Web  surfers  have,  with 
disturbing  rapidity,  grown  inured  to 
the  overkill.  Fewer  than  1%  of  all  ads 


get  a  follow-up  "click"  for  more 
information,  and  this  "click-through" 
rate  has  fallen  sharply  this  year. 

Fewer  than  half  of  all  Web  ads  let 
you  zoom  in  and  make  a  purchase; 
most  are  static  billboards  that  take 
you  to  .  .  .  more  ads.  They  thus  lose 
the  Web's  great  advantage  over  other 
media:  its  ability  to  deliver  instant 
consumer  gratification. 

"In  the  beginning  we  felt  we  had 
to  prove  the  ad  model  worked.  We 
would  accept  anything,"  says  James 
Barksdale,  chief  executive  of 
Netscape.  But  it's  now  clear  on  the 
Web,  he  says,  "You  should  get  some- 
thing when  you  click." 

Some  people  liken  the  Web's  torrid 
growth  to  television — but  TV  ads 


•bes  ■  December  28,  1998 


99 


On  the  Web  more  than  1,300  sites  sell  ads,  and  80%  of  ad 
inventory  goes  unsold.  Commissions  run  as  high  as  70%.  - 
That  isn't  a  business  model— it's  an  equation  for  failure. 


grew  far  faster.  In  television's 
first  year  (1949)  the  new 
medium  grabbed  1.1%  of  all 
ad  spending;  by  the  fourth 
year  its  share  had  risen  to  6.4% 
(it's  at  about  24%  nowadays). 
The  World  Wide  Web,  too,  is 
in  its  fourth  year  as  an  ad  vehi- 
cle— and  its  share  of  all  ad 
money  is  still  at  only  0.7%. 
Combined  ad  spending  in 
cyberspace  this  year  will  be  less 
than  the  1998  TV  budget  of 
General  Motors  Corp.  alone. 

With  the  ad  model  fading, 
e-commerce  looms.  Want  to 
see  the  future?  At  the  Wash- 
ington Posfs  Web  site,  visitors 
can  read  a  book  review  and 
click  to  get  prices  and  log  an 
order.  The  Post  pockets  a  cut, 
usually  5%  to  15% — less  than 
the  book's  publisher  would 
have  to  pay  to  a  conventional 
bookseller.  And  it's  a  good 
deal  for  the  Post.  If  its  writeup  ■■ 
sells  books,  it  gets  a  cut. 

That  seeming  conflict  of  interest 
might  have  riled  journalists  in  the 
past,  but  the  hard  reality  of  Web 
losses  makes  some  realize  you  can't 
stop  the  future.  "We're  investing  mil- 
lions [in  the  Web]  and  we're  not  in 
sight  of  a  profit  yet.  And  certainly  that 
has  colored  my  attitude,"  says  Robert 
Kaiser,  the  Posfs  managing  editor 
when  the  site  opened  and  now  an 


Ad  sales  are  out  and  "e-commerce' 
Toying  with  the  future. 


s  in 


associate  editor. 

"Business-to-business"  has  already 
shown  the  way.  Intel  Corp.  takes  in 
a  billion  dollars  a  month  selling 
chips  on  the  Web.  E-commerce  for 
consumers  will  move  much  more 
slowly.  Mail-order  catalogs  can  go 
anywhere,  but  the  Web  reaches  onlv 
28%  of  U.S.  households.  Only  9%  of 
homes  have  ever  made  an  on-line 


purchase,  Forrester  says. 

Amazon.com  Inc.  racked] 
up  more  than  $430  million 
in  on-line  book  sales  in  the! 
past  12  months,  but  it  ranj 
losses  of  $85  million.  IntuitJ- 
Corp.  pays  AOL  $10  million  aj 
year  for  a  three-year  market-' 
ing  deal  but  landed  less  than 
$5  million  in  sales  in  si*  ■ 
months. 

Some  hot  brands,  such  a:  J' 
Liz  Claiborne,  are  bent  or» " 
avoiding  selling  on  the  Wet'  ^ 
altogether.  Others  impos<f  * 
restraints.  IBM  runs  snazz*!* 
TV  ads  on  its  "e-business'*- 
expertise  but  buys  more  on*' 
line  each  month — $600  milv 
lion  in  gear — than  it  selLl- 
($460  million).  The  IBM  sit»~ 
limits  which  PC  models  art 
available  and  refers  visitor  i 
to  their  nearest  dealer  fcfv 
the  rest. 

And  so  it  goes:  Businesst  J 

worry  about  miffing  the*  ffe 

dealers,   consumers  worri  Big 

about  the  security  of  thei  b 

credit  cards,  media  comp;   Kit 

nies  worry  that  selling  good  «& 

will  compromise  their  credi  cazoy 

bility.  But  these  barriers  m;f  c 

fall  to  the  all-powerful  co 

venience  and  efficiency  of  the  We 

Says  Chunka  Mui,  a  partner 

Diamond  Technology  Partners 

Chicago:  "The  Web  is  a  store — ai 

the    service    center   and   the   8t 

number  and  the  customer  relatio 

office,  all  rolled  into  one  and  mc 

tied  together  than   ever   before 

Conventional  businesses  may  disli 

it,  but  that's  the  way  it  is. 


Web  advertising  continues  to  grow ... 

Internet 

advertising  spending  **■» 

(Sbillions) 


but  more  Web  sites  are  seeking  advertising 

Web  sites  that  j  345 

accept  advertising  ' 

1,050 
735 


...  and  ads  are  becoming  less  effective 

Click-through  rate* 


$0.03 
'95 


$0.2 
'96 


$0.5 


•97  "98 

Source:  Forrester  Research,  1, 


•96 


•97  '98 

Source:  AdKnowledge  Inc. 
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•Percent  of  ads  that  are  clicked  on 
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Killer  stocks 


It's  mighty  tempting  to  short  those  sky- 
high  Internet  stocks.  But  everyone  who 
has  tried  to  do  this  is  getting  murdered. 


iy  Rita  Koselka 

•This  HAS  been  the  worst  period  in  my 
ile.  Pve  destroyed  the  net  worth  of  my 
amily  and  I've  lost  a  lot  of  money  tor 
ny  parmerv" 

I    That  painful  revelation  comes  from 
>>ne  short -seller  who  had  the  temerity 

0  bet  against  Internet  stocks — but  it 
ust  as  easily  could  have  come  from 

{lmost  any  of  them.  Short-sellers  make 
|heir  li\ing  assessing  "fundamental 
plue"  and  debunking  h\pe,  placing 
lich  bets  when  the  gap  between  the 

#0  is  irresistibly  wide. 
I  And  what  better  place  to  look  for 

i\pe  than  the  World  Wide  Web? 

nternet  stocks  are  so  lavishly  valued,  so 

iitterly  disconnected  from  any  rational 

Inalysis,  that  the  shorts  should  have 

•een  getting  rich. 

I  Instead,  they  are  getting  killed. 

Ipeculators  have  lost  $2  billion  in  six 

|  months  betting  against  just  two  stocks, 

Lmazon.com  and  Yahoo!,  to  judge 

worn  Nasdaq  filings. 

I  Some  dared  to  sell  Yahoo!  short  at 

|80  last  summer — only  to  watch  in 

orror  as  it  rose  another  $100  a  share 
i  i  just  a  few  months.  Beaten  to  a 
lulp,  various  traders  tried  to  cover 
■leir  bad  bets  at  various  prices,  only 
I)  see  their  own  buying  drive  the 
■rice  up  even  higher.  That  put  them 
lirther  in  the  hole. 
■  It's  all  very  perplexing  to  a  funda- 
ncntal-value  guy.  Yahoo!  gets  its  rev- 
Blue  from  advertising — a  wobbly  sup- 
{  art  structure,  at  best.  Yet  Yahoo! 's 
Bl9  billion  market  value  puts  it  in  the 
■me  neighborhood  as  another  ad  vehi- 
le,  CBS  Corp.  And  CBS  will  end  1998 
■ith  revenue  that  is  37  times  that  of 
lihoo!. 

1  "It  isn't  good  for  the  economy  or 
lie  market  what's  happening  here," 
■ys  Manuel  P.  Asensio  of  Asensio  8c 
■o.,  an  investment  banking  firm  in 
lew  York.  "What  I  find  so  unprinci- 
'led  is  that  very  seasoned,  professional 

jjms  are  touting  these  stocks.  They 

watistics  by  Kurt  Badenhausen. 
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should  know  better." 

Asensio  is  taking  a  harsh  look  at 
Amazon.com,  a  moneylosing  on-line 
bookseller  whose  $10  billion  market 
worth  puts  it  at  five  times  the  value  of 
Barnes  &c  Noble,  a  chain  with  1,025 
stores  in  the  U.S.,  a  new  on-line 
business  and  a  deal  to  acquire  the 
industry's  largest  wholesaler,  Ingram 
Book  Group. 

T  tell  you,"  Asensio  vows, 


stocks.  Presumably  the  Internet  has  a 
brighter  future  than  uranium  mines, 
but  hype  is  hype. 

"I've  got  a  high  tolerance  for  volatili- 
ty," Paul  Rickert  of  ParVest  Asset  Man- 
agement, a  hedge  fund  in  San  Francis- 
co, says  dryly.  He  needs  it.  He  has  been 
shorting  E-Bay  and  Inktomi,  a  search- 
engine  firm,  for  the  past  few  months. 
E-Bay  went  from  $47  a  share  in  Sep- 
tember on  up  to  $218  and  back  down 


Beware  of  Internet  mania 

Company 

Price  per  share — 

— Latest  12-month — 

Market 

Short 

Price/ 

recent 

—12-month— 

sales 

income 

value 

interest 

sales 

high 

low 

($mil) 

($mil) 

($mil) 

($mil) 

Amazon.com 

$191.00 

$233.13 

$24.69 

$423 

$-87 

$10,078 

$1,421 

24 

America  Online 

89.69 

96.25 

20.27 

2,936 

168 

41,090 

2,909 

14 

At  Home 

60.63 

75.25 

20.50 

33 

-300 

7,396 

148 

228 

CDNow 

19.88 

39.25 

7.00 

43 

-37 

351 

24 

8 

CNET 

50.75 

74.50 

21.13 

48 

-12 

862 

166 

18 

EarthWeb 

52.00 

85.06 

31.00 

2 

-7 

411 

NA 

181 

E-Bay 

174.25 

234.13 

25.25 

30 

1 

7,016 

269 

230 

Excite 

51.19 

57.25 

10.81 

119 

-47 

2,641 

230 

22 

Infoseek 

35.94 

45.00 

7.75 

63 

-10 

1,133 

93 

18 

Inktomi 

109.50 

158.50 

30.75 

20 

-16 

2,594 

190 

127 

Lycos 

55.94 

68.75 

14.56 

72 

-97 

2,405 

446 

34 

RealNetworks 

33.75 

49.75 

13.50 

55 

-26 

1,016 

38 

18 

Spyglass 

21.94 

32.25 

4.06 

20 

-12 

304 

13 

15 

Theglobe.com 

39.88 

97.00 

27.00 

3 

-9 

390 

NA 

126 

Yahoo! 

190.56 

227.75 

26.31 

150 

-16 

18,807 

1,670 

125 

Stock  prices  as  of  Dec.  7.  NA:  Not  available. 

Sources:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets. 

These  15  stocks  have  a  combined  market  value  of  $96.5  billion  on  just  $4  billion 
in  sales.  Most  of  these  revenues  come  from  one  company — America  Online. 


"Amazon  will  be  the  brand  name  for  a 
tulip  someday." 

In  tulipomania  fashion,  a  small 
amount  of  property  changes  hands  at  a 
feverish  pace.  Though  E-Bay,  an  on-line 
auction  site,  has  only  4  million  shares 
on  the  market,  its  daily  trading  volume 
has  exceeded  10  million  shares,  chang- 
ing hands  repeatedly.  The  small  float 
means  that  even  a  slight  rise  in  demand 
for  a  stock  ratchets  the  price  up  sharply. 

Wall  Street  has  had  buying  panics  like 
this  before.  In  the  1920s  it  was  radio 
stocks,  in  the  1950s  it  was  uranium 


to  $174.  Inktomi,  meanwhile,  went 
from  $76  up  to  $158  and  is  now  in  the 
$110  range. 

Yet  Rickert,  who  has  been  in  and  out 
along  the  way,  is  still  short  both.  He  fig- 
ures that  of  $100  billion  in  Internet 
stocks  "only  10%  are  worth  anything." 
But  the  clearing  firms  that  deal  with 
him  are  wary  of  the  wild  price  climbs 
and  are  demanding  stiffer  margin 
requirements. 

"Somebody's  going  to  make  a  lot  of 
money  here,"  he  says.  "I  want  to  be 
one  of  the  ones  left  standing."     ■§ 
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Digital  denim 


By  Luisa  Kroll 

Last  month,  125  years  after  it 
began  selling  blue  jeans  out  of  a  San 
Francisco  warehouse,  Levi  Strauss  & 
Co.  began  peddling  jeans  from  a  vir- 
tual warehouse.  It  launched  on-line 
stores  for  its  Levi's  and  Dockers 
brands,  stocking  more  than  120 
items  in  3,000  variations. 

These  Web  sites  are  cool:  A  "Fit 


than  it  looks,  and  Levi's  struggle 
offers  lessons  for  all  marketers  pon- 
dering a  foray  into  cyberspace. 

Levi  had  abundant  reasons  to  pro- 
ceed warily.  Retail  stores  provide  vir- 
tually all  Levi's  $7  billion  a  year  in 
sales  and  may  resent  the  jeansmaker 
going  into  competition  against  them. 
"It's  a  bit  of  a  touchy  spot,"  says  a 


After  three  years  of 
hemming  and  hawing, 
Levi  Strauss  began 
selling  on-line  last  month. 
Why  the  hesitation? 

the  U.S.  to  London  to  run  Levi's 
U.K.  business.  When  the  compam 
first  balked,  she  threatened  to  open  a 
Levi  Web  site  of  her  own.  By  the 
summer  of  1994  a  committee  wa: 
working  on  it.  In  late  1995  the  firs'-' 
Levi's  site  was  up  and  running. 

That  first  effort  was  self-conscious 
ly  hip,  a  place  to  hang,  chat  and  rei 


loi 


Calculator"  suggests  the  best  sizes;  a 
"Changing  Room"  mixes  and  match- 
es tops  and  bottoms  to  show  how 
they  look  together;  a  "Style  Finder" 
uses  "filtering  technology"  to  recom- 
mend rags  based  on  your  taste  for 
music,  fashion  and  lifestyle. 

It's  a  custom  fit — the  question  is, 
what  took  so  long?  After  all,  Levi  first 
opened  a  Web  site  three  years  ago — 
an  eternity  in  cyberspace — but  with- 
out a  sales  window.  Eddie  Bauer  has 
been  selling  clothes  on-line  since 
1995;  The  Gap  started  a  year  ago. 
And  Levi  could  use  a  boost:  Its 
market  share  has  shrunk  14  points,  to 
16.9%,  since  1990,  says  researcher 
Tactical  Retail  Monitor,  New  York. 

But  going  on-line  is  a  lot  harder 
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Levi  executive.  "We  don't  want  to  be 
perceived  as  arrogant." 

For  similar  reasons,  rival  vf  Corp., 
which  owns  Lee  and  Wrangler  jeans, 
straddles  the  fence  even  more  than 
Levi  does.  It  plans  to  sell  on-line — 
but  only  obscure  brands  such  as 
Healthtex,  a  line  of  kids'  clothing. 
Other  famous  brands  won't  go  even 
that  far. 

"As  a  matter  of  policy,  we  have 
thrown  our  lot  in  with  department 
stores,"  says  Albert  Shapiro,  market- 
ing vice  president  at  apparel  maker 
Liz  Claiborne  Inc.  "We  don't  want  to 
compete  with  our  retailers." 

Levi's  first  flirtation  in  cyberspace 
came  in  1994  at  the  urging  of  Janie 
Ligon,  who  had  just  relocated  from 


about  graffiti  "art"  and  South  Afric 
street  styles.  Everything,  in  oth 
words,  but  what  consumers  rea 
wanted,  which  was  to  buy  sor 
jeans.  No  wonder  it  didn't  click. 

"We  weren't  very  focused.  ^ 
wanted  to  put  something  up  a 
learn  along  the  way,"  says 
Thomas,  director  of  digital  market) 
for  the  Levi's  brand. 

The  company  spent  the  next  th 
years  trying  face-lifts,  experiment] 
with  on-line  soap  operas  and  b" 
about  cool  kids,  to  no  avail.  We 
itors  didn't  want  to  be  entertain 
Levi — they  wanted  to  buy  pants 

Frustrated  customers  zapped 
sands  of  e-mails  asking  where 
could  buy  and  why  they  couldn' 
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,  on-line.  "'Get  a  clue,"  one  on-liner 

imed.  "My  patience  is  close  to  expi- 

Ition,"  another  warned.  "I  want  to 

jy  direct!!!"  pleaded  a  third. 

As  it  dawned  on  the  company  that 

c  Web  might  offer  a  new  sales 

•lannel,  the  sales  staff  was  telling  big 

tail  chains  they  weren't  to  sell  Levi's 

•  Dockers  on-line  themselves.  In 

ring  1997  Levi  formed  another  task 

rcc — >imp!y  to  study  on-line  sales. 

. short  time  later  the  team's  goal  was 

•.*arcr:  It  named  itself  SOTI — Selling 

1  the  Internet. 

The  project  accelerated  late  last 
ar  after  Gordon  Shank,  then  presi- 
int  of  Levi's  Americas  unit  and  now 
rvi's  chief  marketing  officer,  visited 
rustomer-service  center  and  heard 


A 

Levi's  steps  into  the  future 
But  will  they  fit?  A 


frustration  firsthand.  Customers 
uldn't  find  what  they  wanted  or 
n  place  orders  over  the  phone. 
He  quickly  fixed  those  problems, 
n  turned  to  the  Internet.  By  Janu- 

he  had  sold  Levi's  brass  on  a  test  of 
■line  sales  in  Canada,  and  in  60  days 
t  virtual  store  was  open  for  business. 
Retailers  in  Canada  had  been  given 
t  soft  sell.  Local  director  Shelley 
ndkeolyar  met  with  the  biggest 
:ounts  to  explain  that  this  was 
iply  an  experiment  that  would  help 
:ryone  sell  more  product.  "We  pre- 
lted  it  as  a  wonderful  opportunity 
learn  about  the  customer,"  he  says. 
fust  a  month  later  Levi  decided  to 
t  cracking  in  the  U.S.  and  threw 
>re  than  50  people  at  the  project. 
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About  half  worked  on  the  site  itself. 
The  other  half  worked  on  the  back 
end,  crunching  computer  code  to 
build  systems  for  order-processing, 
distribution  and  inventory  flow  and 
to  integrate  a  new  Web  site  tracking 
system  with  the  existing  ones. 

Levi's  U.S.  sales  force  didn't  hear  of 
the  on-line  invasion  until  a  month 
before  the  launch.  And  while  Levi 
plotted  to  compete  against  the  stores 
by  going  on-line,  it  continues  to  forbid 
them  from  doing  the  same.  So  you  can 
buy  Lee  jeans  at  jcpenney.com  and 
Calvins  at  macy.com — but  to  buy 
Levi's  from  these  retailers  you  must 
visit  their  real-world  stores. 

Levi  says  it  must  retain  control  of 
its  own  image.  Its  major  retailers, 
including  Sears,  Federated  and  Kohls, 
are  too  polite  to  say  whether  they 
find  this  unfair  or  unwise,  jc  Penney 
notes  only  that  it  has  4,300  suppli- 
ers— and  Levi  is  the  only  one  to 
impose  such  a  ban. 

Critics  say  the  approach  is  short- 
sighted and  thoughtless.  "What 
[  Levi]  is  doing  is  stupid-dot-com," 
says  Angela  Kapp,  an  on-line  vice 
president  at  Estee  Lauder,  which  just 
opened  clinique.com  on  the  Web. 
"You  must  always  remember  who 
brought  you  to  the  dance."  Estee 
sells  Clinique  on-line  and  helps  its 
retailers  do  the  same. 

The  folks  at  Levi  may  offer  a  sop  to 
the  stores:  It  would  like  to  emblazon 
Levi's  banners  on  the  retailers'  own 
Web  sites  and  pay  them  a  commission 
when  their  customers  buy  new  duds 
at  the  jeansmaker's  sites.  But  that 
may  not  happen  for  another  year, 
Levi's  Shank  says. 

For  now  Levi's  executives  won't 
reveal  any  numbers,  but  say  they  are 
pleased  with  the  new  Web  stores' 
results.  They  meet  daily  to  track  the 
traffic  and  pore  over  sales  numbers. 
In  the  first  two  weeks,  on-line  sales 
exceeded  the  volume  at  one  of  the 
company's  flagship  Levi's-only  stores. 

Jay  Thomas,  Levi's  digital-brand 
czar,  says  moving  onto  the  Web  "is  a 
monumental  task  in  terms  of  invest- 
ment and  time.  It's  easy  to  underesti- 
mate:" But  he  makes  no  apologies  for 
how  the  company  handled  the  retail 
partners  that  helped  build  the  brand. 
"It  wasn't  about  them,"  he  says  flatly. 
"It  was  about  the  customer."  ■■ 


Warring  wallets 


What's  the  worst  part  of  shopping  on- 
line? Filling  out  those  cumbersome 
forms  when  you  want  to  buy  with  a 
single  click.  Bill  Gross  wants  to  make 
it  easier. 

The  founder  of  the  Pasadena, 
Calif.-based  Internet  incubator  com- 
pany idealab!,  Gross  hopes  to  solve 
this  problem  with  an  electronic 
wallet,  a  Web-shopping  device  that 
holds  your  name,  address  and  credit 
card  information.  The  idealab!  com- 
pany eWallet  crunched  for  six  months 
to  launch  in  time  for  Christmas. 

Here's  how  it  works:  pc  users 
download  free  software  at 
eWallet.com  and  fill  in  a  template 
based  on  research  from  10,000  Web 
sites.  An  eWallet  icon  then  pops  up 
on  a  user's  Windows  screen  and 
stays  there.  To  buy  on-line,  click  the 
wallet,  select  a  credit  card  icon  and 
drag  it  onto  the  site.  eWallet  fills  in 
the  forms  instantly. 

"It's  a  very  simple  and  elegant 
solution  to  a  tricky  problem,"  says 
Nicole  Vanderbilt,  an  analyst  with 
Jupiter  Communications.  Which  is 
why  Gross  faces  plenty  of  competi- 
tion from  such  heavyweights  as  Amer- 
ica Online,  Yahoo!  and  Excite. 

Their  wallets,  however,  are  usable 
only  at  selected  Web  outlets,  while 
Gross  maintains  his  can  be  whipped 
out  anywhere.  "Nobody's  had  a  broad 
consumer  application  like  this,"  he 
says.  He  hopes  to  make  money  by 
charging  credit  card  companies  for 
occupying  the  best  default  spot  in 
each  wallet. 

Time  and  trial  will  tell  whether 
shoppers  bite.  Using  eWallet  entails 
its  own  hassle:  downloading  a  pro- 
gram, something  that  isn't  required 
by  Quick  Checkout,  aol's  wallet, 
which  also  rolled  out  last  month  and 
works  at  35  merchants. 

Says  aol  e-commerce  Vice  Presi- 
dent Wendy  Brown:  "There's  a  limit 
to  how  much  choice  you  put  in  front 
of  a  consumer.  The  merchants  you 
see  should  be  well-known  brands." 
But  Gross  is  betting  Web  shoppers 
want  the  wider  reach  he  hopes  to 
deliver. 

-Ann  Marsh 
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The  tyranny  of  th 

There's  a  lot  to  be  said  for  going  to  college, 

but  don't  swallow  the  propaganda 

that  the  diploma  is  a  great  investment.  It  isn't. 


At  16  Xavier  Delacour  dropped 
out  of  Albany  Academy,  a  private  day 
school.  He  went  to  work  hawking 
Egghead  software  out  of  a  store  in 
Albany,  N.Y.  for  $6  an  hour.  Explains 
Delacour:  "My  head  was  set  more 
towards  getting  my  career  set  up."  A 
quick  learner,  he  was  soon  writing 
software  code  for  a  local  car  dealer. 
Delacour  was  only  17  when  he  was 
hired  by  a  Marlborough,  Mass. -based 


XAVIER  DELACOUR 


By  Brigid  McMenamin 

startup,  Attune,  LLC,  where  he's  help- 
ing design  a  gadget  that  writes  origi- 
nal music  and  plays  it  on  the  Internet 
in  CD  quality.  Attune  plans  to  license 
the  gadgets  to  Web  sites,  which  will 
sell  them  at  $90  each. 

At  an  age  when  most  kids  enter  col- 
lege, with  their  earning  years  still  well 
in  the  future,  Delacour,  a  soft-spoken 
teen,  has  his  own  apartment  and 
should  earn  $50,000  next  year,  plus  a 


10%  share  of  the  company's  profits. 

Bill  Gates  did  go  to  college,  but  fo| 
only  three  years.  He  dropped  out  ol 
Harvard  to  devote  himself  full  time  t<| 
computer  work.  The  time  he  save<| 
from  college — and  additional  yearj 
spared  from  grad  school — gave  Gate 
a  head  start  in  building  what  was  t-l 
become  the  world's  greatest  fortuntj 
It's  not  inconceivable  that  had  he  gori 
for  a  Ph.D.,  someone  else  todav  woull 


Age  18. 

Dropped  out  of  Albany 
(N.Y.)  Academy  in 
1996.  Brief  commu 
college  stint.  Now  10% 
owner  and  $50,000-a- 
year  software  designer 
for  Attune,  LLC  in 
Marlborough,  Mass.  "I 
don't  think  I've  inter- 
rupted my  education, 
I  do  plenty  of  research 
on  my  own." 


"My  goal  is 

to  become 

independently 

wealthy." 
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CHRIS  MORRISON 

Age  30. 
pped  out  of 
Chaparral  High  School, 
Scottsdale,  Ariz, 
ofounder  of  PLP  Digital 
,  a  36-employee, 
million  (revenues) 
maker  of  printing  sys- 
tems and  management 
software  for  architects 
and  engineers. 
Earns  more  than 
$500,000  per  year. 


"There  is  so  much 
you  can  improve  on 

if  you  want  to 
and  care  about  it." 


pc  the  world's  richest  person. 

Dell  Computer  Corp.'s  Michael 

pell  did  graduate  from  college,  but  by 

il  accounts  he  spent  most  of  his  time 

lit  the  University  of  Texas  at  Austin 

puilding  and  peddling  PCs. 

Kenneth  Johnson,  28,  realizes  that 
If  he  had  not  dropped  out 
|»f  Wichita  State  University 
K  might  not  have  founded 
pial-A-Waiter,  his  restau- 
rant delivery  service.  Some 
Warned  he  would  end  badly 
vitliout  a  sheepskin.  "Now 
can  kind  of  laugh  and  say 
1 1  told  you  so,'"  he  says. 

Looking  for  something 
lo  do,  Johnson  noticed 
I hat  few  local  restaurants 
[vould  deliver  to  people 
lifter  a  hard  day's  work.  He 
persuaded  six  Wichita 
restaurants  to  let  him  handle  take-out 
prders,  using  for  capital  $20,000  of 
pedit  card  debt.  Today  Johnson  has 
I  en  drivers  delivering  everything  from 
jacos  to  sushi  for  40  Wichita  restau- 
rants. He  charges  customers  the  menu 
price  plus  $6.  That  surcharge  plus  a 
150%  to  35%  discount  from  the  restau- 


Could  it  be 
that  non- 
grads  got 
such  a  head 
start  that  the 
others  never 
caught  up? 


rant  covers  his  costs  and  leaves  him 
with  a  nice  profit,  which  he  supple- 
ments by  charging  $7,500  a  pop  to 
show  folks  in  other  cities  how  to  start 
Dial -A- Waiter  outfits.  "I  sort  of  creat- 
ed my  own  career,"  he  crows. 

Not  all  successful  dropouts  take  the 
.  entrepreneurial  route.  Two 
years  ago  Yale -bred  Feder- 
al Express  founder  Fred 
Smith  tapped  William  G. 
Fraine,  then  38,  as  senior 
vice  president  for  world- 
wide sales.  Fraine  joined 
the  firm  as  a  clerk  in  1979 
when  he  was  2 1 .  His  only 
degree  is  a  high  school 
diploma  from  Don  Bosco 
Prep  in  Boston.  Today 
Fraine  supervises  4,000  of 
the  $13.3  billion  compa- 
ny's employees  in  211 
countries,  earns  an  estimated 
$300,000  a  year  and  has  vested  stock 
options  worth  several  million  dollars. 
Stories  like  these  are  causing  some 
kids  and  their  parents  to  have  second 
thoughts  about  the  necessity  of  that 
sheepskin.  Sean  Levatino  was  an 
Albany  Academy  classmate  of  Xavier 


Delacour.  Sean's  folks  encouraged 
Sean,  19,  to  attend  Worcester  (Mass.) 
Polytechnic  Institute.  But  now  they 
wonder:  "Are  we  doing  the  right  thing 
to  push  him  to  get  a  college  degree?" 

His  mother  counts  the  cost:  The 
degree  could  run  Dr.  and  Mrs.  Levati- 
no $120,000.  If  they  were  instead  to 
invest  that  money  in  municipal  bonds 
paying  5%,  Sean  would  have  a  nest  egg 
of  $500,000  by  his  50th  birthday. 
That's  far  more  than  most  college 
grads  can  hope  to  accumulate  in  that 
time.  And  the  prospective  income 
from  that  $500,000  is  a  lot  more  than 
the  theoretical  premium  that  college 
grads  own  over  nongrads. 

Nevertheless,  the  Levatinos  and 
their  son  are  doing  the  conventional 
thing.  So  are  most  of  their  contem- 
poraries— including  John  Magennis, 
age  17,  a  high  school  senior  in 
Dedham,  Mass.  He  makes  $65,000  a 
year  from  his  own  internet  marketing 
company,  yet  still  plans  to  go  to 
Babson  College  next  fall.  "I  need 
something  to  fall  back  on,"  he  says. 

Since  World  War  II  the  U.S.  college 
population  has  risen  sevenfold,  to  15 
million,  converting  higher  education — 
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a  privilege  only  15%  of  the  U.S.  popu- 
lation enjoyed  before  WWII — into  a 
$200  billion  industry  serving  the 
masses.  Credit  the  higher-education 
industry  with  brilliant  marketing. 
University  economists  wield  numbers 
showing  that  each  year  of  additional 
schooling  ups  earnings.  They  argue 
that  a  college  degree  is  a  hell  of  a  fine 
investment.  Few  people  dare  chal- 
lenge these  numbers. 

But  anecdotal  evidence  is  growing 
that  there  is  a  lot  wrong  with  the 
numbers.  Consider  this:  Fifty-eight 
members  of  The  Forbes  400  either 
avoided  college  or  ditched  it  partway 
through.  These  58 — almost  15%  of 
the  total — have  an  average  net  worth 
of  $4.8  billion.  This  is  167%  greater 
than  the  average  net  worth  of  the 
400,  which  is  $1.8  billion.  It  is  more 
than  twice  the  average  net  worth  of 
those  400  members  who  attended 
Ivy  League  colleges. 

Could  it  be  that  the  nongrads  got 
such  a  head  start  in  their  careers  that 
the  others  never  caught  up?  Or  are 
those  numbers  just  a  fluke?  Either 


What  hefty  paycheck? 


More  than  one-fifth  of  all  college  grad- 
uates earn  less  than  the  $23,317 
median  for  high  school  grads.  Which 
sectors  are  the  worst? 


46%  of  college  grads  in  the  service 
sector  (latte  servers,  etc.)  earn  less  than 
the  high  school  median  . . . 

...  as  do  45%  of  college  grads  in 
farming,  transportation,  machine 
operation  and  general  labor .  . . 

...  and  42%  of  those  college 
grads  who  work  in  administrative 
support,  such  as  secretarial  or  data 
processing . . . 

...  and  26%  of  the  college  grads 
in  retail  sales  . . . 

...  and  24%  of  college  grads  in 
precision  production,  craft  or  repair 
work. 


(These  figures  are  not  just  for  recent  grads,  but  for 
all  grads.  Source:  Bureau  of  Labor  Statistics  data 
for  1996,  the  most  recent  available.) 


way,  there  is  growing  evidence  in  the 
country  that  college  diplomas  aren't 
what  they're  cracked  up  to  be  when  it 
comes  to  bringing  in  the  bucks. 

*  Educrats  insist  those  men  are  excep- 
tional. They  cite  the  Census  Bureau: 
College  grads  earn  on  average 
$40,478  a  year,  77%  more  than  high 
school  grads  ($22,895)  and  far  more 
than  high  school  dropouts  ($16,124). 
But  economist  Robert  Reischauer  of 
the  Brookings  Institution  in  Washing- 
ton, D.C.  puts  a  slighdy  different  spin 
on  these  figures.  He  argues  that  they 
are  skewed  by  the  fact  that  smarter  kids 
gravitate  more  easily  to  college  than 
dumber  kids  and  that  this  makes  the 
profitability  of  higher  education  into  a 
self-fulfilling  prophecy.  This  so-called 
ability  bias  may  account  for  as  much  as 
30%  of  the  college  premium,  admits 
Educational  Testing  Service  economist 
Anthony  P.  Carnevale. 

In  a  way,  hiring  practices  in  the  gov 
ernment  and  in  private  industry  almost 
force  young  people  to  go  to  colleg 
Time  was  when  a  high  school  diplom 
was  pretty  good  proof  that  the  holde 


cs  ■  December  28,  V) 


/»-.  fr 


TT1 


KENNY  JOHNSON 

k- 

Age  28. 

X 

Dropped  out  of 

Wichita  (Kans.) 

State  University  in 

• 

1989. Founded 

$750,000  (revenues) 

Dial-A-Waiter 

restaurant  delivery 

service  in  1995. 

He  got  it  off  the  ground 

by  using  $20,000 

in  credit  card  debt 

for  capital. 

^TJ™r 

"Now  1  can 

\lM. 

kind  of  laugh 

and  say 
'I  told  you  so.'" 

lad  received  a  basic  education.  No 
lore.  Too  many  high  schools  certify 
lids  who  can  barely  read  or  reckon, 
ith  the  result  that  employers  today 
|'ant  to  see  a  college  diploma  as  evi- 
nce of  basic  literacy. 
Consciously    or    not,    legislation 
lushes  young  people  into  college.  In 
|.be  Lincoln's  time  lawyers  didn't  go 
i  law  school;  they  apprenticed  to  prac- 
|cing  lawyers.  In  recent  decades  four- 
car  college  degrees  have  been  made 
ipulsory  for  architects,  pharmacists, 
physical  therapists  and  elemen- 
school  teachers. 
In  his  1962  classic,  Capital- 
\m  and  Freedom,  Milton  Fried- 
man denounced  this  education- 
bloat    as   a   drain   on    the 
:onomy.  Other  scholars  have 
licked    up    on    the    message. 
ICollege]  became  the  licensing 
Igency    for    Americans    who 
ranted   to  enter  the   profus- 
ions," writes  Marvin  Lazerson 
i  Annals  of  the  American  Acad- 
Vny  of  Political  &  Social  Sciences. 
Ii  the  U.S.,  23.6%  of  adults 
■old  college  degrees,  against 
Inly  11.6%  in  Germany,  10.7% 


in  the  U.K.  and  10.2%  in  France. 

No  wonder  those  extra  years  of  edu- 
cation here  seem  to  pay  off  according 
to  the  universally  accepted  numbers: 
The  attendance  is  mandatory  if  you 
hope  to  practice  many  of  the  most 
lucrative  professions.  Would  lawyers 
earn  less  if  they  could  get  their  degrees 
in  four  years  instead  of  seven?  The 
question  answers  itself. 

Today  perhaps  30%  of  the  work 
force  is  in  jobs  that  by  law  or  custom 
require  at  least  a  four-year  college 


Poor  majors 


u  study.  The  monthly  average 
salary  of  some  college  majors  is  often  less  than  salaries 
of  jobs  requiring  only  a  high  school  degree. 


College  degree 


High  school  degree 


biology 

$1,990 

real  estate  broker 

$4,259 

social  science 

1,922 

insurance  salesman 

3,240 

liberal  arts 

1,733 

brick  mason 

2,713 

education 

1,669 

legal  secretary 

2,258 

home  economics 

1,330 

machinist 

2,115 

Sources:  U.S.  Census  Bureau,  1993;  Department  of  Labor,  Bureau  of  Labor  Statistics,  1996. 

diploma.  State  and  federal  agencies 
also  require  degrees  for  better-paying 
jobs.  No  one  can  hope  to  get  such 
a  job  without  passing  through  the 
college  gate  and  leaving  a  lot  of 
money  there. 

By  the  law  of  unintended  conse- 
quences the  U.S.  Supreme  Court  has 
contributed  to  this  credentialism  that 
forces  young  people  to  acquire  a 
diploma  by  whatever  means  and  of 
whatever  quality.  In  Griggs  v.  Duke 
Power  Co.,  in  1971,  the  court  effec- 
tively outlawed  the  use  of  iq 
tests  in  hiring.  This  left  busi- 
nesses to  rely  on  possession  of  a 
college  diploma  as  the  basic 
proof  that  job  applicants  pos- 
sessed at  least  rudimentary  liter- 
acy and  intelligence. 

This  might  well  have  disqual- 
ified Bill  Gates  from  working  at 
most  major  U.S.  companies  after 
he  dropped  out  of  Plarvard.  It 
probably  would  have  made  get- 
ting a  good  job  tough  for  Dela- 
cour.  The  institutional  barriers 
are  high  for  those  without  the 
sacred  sheepskin.  "I  don't  think 
they  [noncollege  grads]  can  get 
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To  earn . 


in  the  door,"  admits  Thomas 
Gallagher,  54,  head  of  pro- 
prietary trading  at  Wall 
Street's  cibc  Oppenheimer. 
He  had  a  learning  disability 
and  quit  college  after  six 
months.  How  did  he  get  his 
foot  in  the  door?  He  started 
as  a  runner  for  an  odd-lot 
house  and  worked  his  way 
up.  Today,  for  its  entry-level 
training  programs,  Oppen- 
heimer will  consider  only 
those  job  applicants  who  have 
a  college  diploma. 

"In  place  of  the  bigotry  of 
race  has  arisen  a  new  bigotry  of  school- 
ing," writes  George  Gilder  in  Wealth 
and  Poverty,  calling  this  system  "a 
schoolmarm  meritocracy."  A  more 
cynical  interpretation  is  that  it's  hard  to 
get  a  good  job  unless  you  buy  an 
expensive  admission  ticket  from  the 
higher  education  monopoly. 

However,  in  so  greatly  expanding 
their  market,  the  panjandrums  of 
higher  education  may  have  commodi- 
tized  their  product.  More  than  50%  of 


The  five  best-paying  majors 


You  may  want  to  major  in  English,  but  engineers  get  the  bucks. 
Here  are  average  monthly  earnings  of  five  top-paying  majors 
compared  with  other  popular  undergraduate  majors: 


.  or  to  learn 


engineering 

$3,189 

police  science 

$2,331 

agriculture/forestry 

3,119 

nursing/pharmacy 

2,080 

economics 

2,923 

English/journalism 

2,032 

math/statistics 

2,716 

biology 

1,990 

business/management 

2,626 

psychology 

1,974 

Source:  U.S.  Census  Bureau.  1993. 

Americans  25  and  over  who  entered 
the  work  force  in  the  past  six  years  had 
college  degrees.  No  surprise  that  the 
wage  premium  for  graduates  over  non- 
grads  has  slipped.  In  1992  it  was  60% 
for  men  under  35.  By  1996  the  pre- 
mium was  down  to  54%. 

Yet  many  college  grads  find  them- 
selves saddled  with  debts  of  $20,000, 
and  even  more  if  graduate  school  is 
involved.  For  graduates  who  don't 
earn  top  salaries,  those  loans  are  a 


heavy  burden.  Even  by  the [ 
arithmetic  that  the  college! 
establishment  likes  to  use,  aj 
college  education  is 
longer  a  great  investment  for 
many  people. 

A  heft)' 21%  of  all  degree- 
holders  who  work  earn  less 
than  the  average  for 
school  grads.  That's  especial- 
ly true  among  service  work- 
ers— waiters,   ticket  taker 
and  daycare  workers — whicr 
is  what  many  college  grac 
finally  become.   "It  is 
earnings  of  managers,  sales 
representatives,  lawyers  and  doctors! 
that  have  caused  college-educatecl 
earnings  to  rise,"  says  Educational 
Testing  Service's  Carnevale.  He  saysl 
that  if  these  top  earners  were  taken 
out  of  the  equation,  college  grad:( 
would  be  little  better  off  economical  | 
ly  than  high  school  grads. 

"The  B -minus  student  may  b<| 
better  off  not  going  to  college,'] 
admits  University  of  Tulsa  history  prof 
fessor,  Paul  A.  Rahe.  What  should  the;| 


DAN  PANOZ 

Age  36. 

Dropped  out  twLv. 
Embry-Riddle  Aeronau- 
tical University 
Beach,  Fia.)  in  1 
Gainesville  (Ga.)  Cnl1 
in  1982.  Now  ow 
million  (sales)  Panoz 
Auto  Development  in 
Braselton,  Ga.,  a  car 
design  firm  he  foundf 
in  1988.  Once-dismay. 
parents  are  now  proud. 
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waiting  for  this  thing 

to  dry  up 
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JOHN  MAGENNIS 

Age  17. 
Founded  Internet 
Exposer  Corp.,  a  six- 
employee  Internet 
marketing  company 
in  Norwood,  Mass.,  at 
age  14.  Though  he 
already  earns  $65,000 
a  year,  plans  to  go  to 
Babson  College  next 
fall  to  major 
in  entrepreneurial 
studies. 


"You  need  to  have  a 

minimum  amount  of 

certifications  and 

credentials  behind  you." 


lor  The  Army,  says  Rahc,  who  ticks 

|tt  the  pluses:  Getting  paid  rather 

lan  paying  for  something  you're  not 

ing,  learning  a  marketable  skill, 

sclipline,  and  an  opportunity  to 

lature.  "Perhaps  even  a  challenge  to 

lature,"  he  says. 

Christopher  Morrison  didn't 

bin  the  Army,  Navy  or  Marines, 

jut  he  did  skip  college.  At  30,  he 

a  co-owner  of  a  Scottsdale, 

liriz.  software  company  called  plp 

|)igital  Systems. 

At  age  17  he  left  high  school 
Jecause  he  was  too  busy  design- 
lig  software  for  clients,  like  the 
118  million  (revenues)  Barrett- 
lackson  classic  car  auction.  Mor- 
Ison  also  invented  gadgets  such 
Is  a  battery-powered  gizmo  to 
|rack  lawyers'  billable  hours. 

At  19,  he  convinced  client 
|4ichael  Addison,  a  Harvard 
H.B.A.,  to  back  him  with 
15,000.  "I  don't  think  a  college 
egree  is  either  necessary  or  suf- 
|cient  for  success,"  says  Addison. 
Ten  years  later  PLP  is  housed  in 
Is  own  11,000-square-foot  build- 
lig,  does  $6  million  in  revenues, 


has  36  employees  and  is  debt-free.  "I 
don't  think  I  need  to  go  back  to  school 
to  achieve  success,"  says  Morrison. 

Okay,  maybe  you  still  want  to  see 
your  kids  or  grandkids  go  to  college. 
Maybe  she  has  a  burning  desire  to  study 


Attention  parents! 


You  don't  need  a  sheepskin  for  70%  of  all  jobs  In  the 
U.S.  Here  are  ten  of  the  fastest-growing  job  cate- 
gories for  which  you  don't  need  a  college  degree: 


Occupation 

Median 
hourly  wage 

Projected  increase 

in  number  of  jobs 

1996-2006 

Sales  &  related 

$13.29 

811,216 

Machinist 

$12.56 

384,500 

Clerical  supervisor 

$13.56 

261,000 

Maintenance  repair 

$10.42 

245,800 

Food  service  &  lodging  mgr 

$11.23 

167,700 

Licensed  practical  nurse 

$12.00 

148,400 

Corrections  officer 

$12.73 

103,300 

Paralegal 

$14.36 

76,426 

Police  officer 

$16.65 

73,341 

Vocational  ed  teacher 

$15.26 

71,586 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics:  National 
Occupational  Employment,  Earnings,  Training  Database,  1996  -2006. 

something.  Or  maybe  he  wants  to  pre- 
pare for  a  career  in  a  specialized  field 
and  needs  the  generalized  knowledge. 
But  great  investment?  It's  quite  pos- 
sible that  Christopher  Larson's  1981 
Princeton  degree  may  have  cost  him  at 
least  a  billion  dollars.  Larson  was 
one  of  Microsoft's  earliest 
employees  and  worked  there 
during  his  summers  off  from  high 
school.  According  to  Gates,  the 
biography  by  Stephen  Manes  and 
Paul  Andrews,  Gates  begged 
Larson  to  drop  out  of  Princeton 
and  join  the  company  full  time. 
Larson  denies  anyone  ever 
pressed  him,  though  the  option 
of  dropping  out  was  always  there. 
Larson  finished  his  degree  and 
then  joined.  He  got  some 
founders'  stock,  but  not  as  much 
as  he  might  have. 

If  you  know  an  ambitious  kid 
who  isn't  sure  about  college,  give 
her  a  copy  of  America's  Top  Jobs 
For  People  Without  College,  by  J. 
Michael  Farr  (JIST  Works).  It's  a 
useful  antidote  to  the  brainwash- 
ing we  all  get  these  days  from  the 
Education  Industry.  mm 
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If  Dial  Corp.  is  typical  of  corporate  America, 
it  would  seem  that  Eighties-style  restructurings 
and  layoffs  still  have  a  long  way  to  go. 

Gleaning  up 


By  Seth  Lubove 


"We  want  to  be  the  dullest 
story  in  America,"  declares 
Malcolm  (Mai)  Jozoff,  chief 
executive  of  the  $1.5  billion 
(estimated  1998  revenues) 
soapmaker  Dial  Corp.  "Fifteen 
minutes  with  me  and  you'll 
realize  I'm  not  flash  and  dash. 
You  may  even  nod  off." 

No  such  luck.  Jozoff,  a  25- 
year  Procter  &  Gamble  veter- 
an who  took  over  Dial  two 
years  ago,  is  attracting  a  fair 
amount  of  notice.  Wall  Street 
has  noticed  that  his  cost-cut- 
ting should  enable  Dial  to  post 
earnings  this  year  of  $102  mil- 
lion, or  $1.02  per  share,  up 
242%  (after  charges)  since 
1996.  The  employees  of  this 
Arizona-based  firm  have 
noticed  that  they  are  part  of 
the  cost-cutting.  Jozoff  canned 
nearly  250  managers  right  off 
the  bat.  In  October  the  Ari- 
zona Republic  lambasted 
Jozoff  in  an  article  decrying 
the  poor  morale  at  the  company. 

But  something  had  to  be  done.  Dial 
is  a  piece  of  an  ungainly  conglomerate 
assembled  over  the  years  by  the  flam- 
boyant John  Teets.  Teets  started  out 
with  Greyhound  bus  lines  and  veered 
off  into  Dial  hand  soap,  Purex  laundry 
detergent,  canned  meats,  an  airline 
caterer  and  a  cruise  ship  line.  In  1996, 
after  Teets  was  forced  to  retire,  the 
company  was  split  in  two,  with  Dial 
inheriting  the  household-product  half. 
Jozoff,  now  59,  was  hired  to  run  Dial. 
Its  operations  lost  money  in  1995  and 
the  companv  had  to  write  off  another 
$55  million  in  1996. 

Half  the  company's  products  were 
contributing  only  10%  of  the  sales, 
meaning  a  lot  of  overhead  for  Ian 
guishing  brands  such  as  Bo  Peep 
ammonia  and  Sno  Bol  toilet  cleaner. 
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Other  expenses  included  a  golf  tour- 
nament sponsorship,  a  company  jet, 
multiple  management  layers  and  $2.7 
million  in  annual  rent  in  a  posh  down- 
town Phoenix  office  tower. 

After  shocking  the  boosterish 
Phoenix  business  set  by  threatening  to 
move  out  of  state,  Jozoff  relocated 
headquarters  into  a  renovated  cement- 
floor  warehouse  in  outlying  Scotts- 
dale.  Then  he  cleaned  up  the  product 
line,  selling  off  Brillo  soap  pads,  Bo 
Peep  ammonia,  Bruce  wood  floor 
cleaner  and  other  languishing  brands. 
He  is  retaining,  for  now,  Armour  Star 
canned  meats,  Dial  soaps,  Renuzit  air 
fresheners  and  Purex  detergent. 

Next,  Jozoff  put  every  salaried  non- 
union employee's  compensation — 
"from  the  mailboy  to  Mai" — at  risk  by 
increasing  the  portion  that  comes 


from  performance  bonuses  and  stock 
options,  while  freezing  the  base  salary 
In  addition,  anyone  earning  ovei 
■$100,000  is  required  to  invest  the 
equivalent  of  his  or  her  salary  or  mon 
in  the  company's  stock,  but  withoui 
the  help  of  company  loans 

In  case  folks  didn't  get  the  message 
Jozoff  installed  television  monitors  al 
over  the  new  building  that  broadcas 
the  price  of  the  company's  stock  ani 
those  of  Dial's  competitors.  Th( 
carrot-and-stick  approach  i: 
working:  Sales  per  employe< 
jumped  36%  since  1996,  t( 
$600,000,  while  the  operating  m 
margin  (net  before  depreciation  ,: , 
interest  and  taxes)  has  almos 
doubled,  to  12%.  •*;, 

The  Arizona  Republic  articli 
noted  how  Jozoff  magisterial!1  if  £( 
makes  announcements  from  ; 
platform  that  employees  refer  t< 
as  "the  papal  balcony"  JozoffT  wer 
otherwise  pixyish  face  tightens  i 
a  mention  of  the  piece.  "Here  i 
the  'papal  balcony,'"  he  dead  " 
pointing  to  the  middl 


pans, 

landing  on  a  nondescript  stair 


is  of 


case  overlooking  an  expanse  o 
employees'  desks.  A  second  arri 
cle  trotted  out  an  embarrassin 
1993  settlement  with  the  Sea. 
rities  &  Exchange  Commission, 
which  charged  Jozoff  and  hi 
future   wife   with   trading  o 
inside  information  he  picked  u 
while  acquiring  a  company  fc 
Procter  &  Gamble. 
But  what  especially  irks  Jozoff  i* 
speculation — not  entirely  unjustiried- 
that  the  company  is  takeover  bait  for 
larger  packaged  goods  company.  H 
figures  he  can  deflect  such  thought  ""' 
by  expanding.  Internationally,  wher 
Dial  is  far  behind  P&G  (over  50%  c 
sales  from  outside  the  U.S.  versus  10'  *' 
for    Dial)    and    Colgate-Palmoli\ 
(67%),  Jozoff  is  investing  in  popuL'P 
local  brands  rather  than  trying  t  J  k-r- 
create  a  global  name.  He  spent  $3  \- 
million  last  year  for  an  Argentinea  f  J 
maker  of  laundry  detergents  and  b;  [J 
soaps,  then  bought  five  more  Argei 
tinean  soap  brands  from  P&G.  In  tr 
U.S.  he  has  expanded  into  a  line  < 
high-end  bath  goodies  with  $265  mi 
lion  in  acquisitions. 

Dial  didn't  need  to  be  bought, 
just  needed  some  focus.  ■ 
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Determined  to  Succeed 


It  one  step  backwards, 
o  one  compromise,  not 
4  deal:  Greece  in  2001 
nt  be  an  equal  member 
)§he  European  Union." 

[■se  were  the  words  of  Greek 
IBime  Minister  Constantine 
n  s  recently  while  reaffirming  his 
lament's  commitment  to  quali- 
ctpn  next  year  for  membership 
i  He  European  Monetary  Union 
it  2001.  This  commitment, 
Ber,  requires  at  least  one  to  two 
■years  of  unpopular  austerity. 
I  qualify  for  EMU  membership, 
rtte  will  have  to  satisfy  all  five 
e  criteria  set  forth  in  the 
Ijjncht  Treaty.  These  criteria 
la  to  inflation,  budget  deficit, 
ill:  debt,  long-term  interest  rates 
iBtchange-rate  stability. 

'  r-  longer-term  goal  —  one  that 
t*is  places  in  a  six-to-seven 
-artirne  line  —  is  to  consolidate 
uinable  progress  toward  real 
Hmic  convergence  with  the 
sahier  European  Union  (EU) 
■i.ts.  Achieving  both  EMU 
eldership  and  convergence  will 
arduous  tasks  for  the 
vjnment.  By  far  the  most 
ifddable  challenge  for  1999  is 
lling  inflation  from  the  current 
tflf  just  under  5%  to  2%,  while 
iBing  a  proportionate  fall  in 
mst  rates  that  will  stimulate 
llstic  and  foreign  investment. 
■ier  concern  is  sustaining  the 
(■■ntum    of    an    ambitious     18- 

in  privatization  program,  which 
•■rises  1 1  public-sector  cor- 
dons, amid  the  turmoil  affecting 
ill  markets  since  the  summer, 
djling  the  Athens  Stock  Exchange. 


When  I  have  to  make 
really  weighty  decisions 
about  investments, 
I  naturally  think  of  Greece 
these  days... 


...and  let  ELKE  do  the  lifting 


Why  Greece  and  why  now? 

A  weighty  question  but  a  simple  4-part  answer. 

1.  Greek  GDP  growth  is  significantly  ahead 
of  the  European  Union  average. 

Greece  has  joined  the  Exchange  Rate 
Mechanism  and  is  set  to  join  the  European 
Monetary  Union  by  2001. 

2.  Greece  has  low  operating  costs  and  the 
second  lowest  labour  costs  in  the  European 
Union.  It  offers  one  of  the  most  competitive 
investment  incentive  packages  in  the 
European  Union. 

3.  Greece  has  an  educated,  skilled  and 
multilingual  labour  force.  Additionally,  it  is  a 
preferred  location  for  expatriate  executives. 


4.  Greece  is  trie  strategic  link  for  expansion 
into  South  Eastern  Europe. 
A  maximum  ninety  minute  flight  gives 
access  to  markets  of  230  million  population 
and  $570  billion  GDP. 

ELKE  -  the  Hellenic  Center  for  Investment  - 
is  the  one-stop-shop  which  promotes  and 
supports  foreign  investment  in  Greece, 
assists  in  the  provision  of  licences  and  is 
authorised  to  handle  applications  for  cash 
grants  over  GRD  3  billion  (DEM  18  million). 
ELKE  offers  information,  support  and  advice 
without  charge. 

Let  ELKE  take  the  weight  of 
investment  off  your  shoulders. 


ELKE 


sis  Hellenic  Center  for  Investment 


3,  Mitropoleos  St.,  GR-105  57  Athens, 

Tel.  +30  1  32.42.070  Fax  +  30  1  32.42.079  Web  address:  www.elke.gr  e-mail:  admin@elke.gr 


Bank  of  Greece 

The  Electronic  Secondary 
Securities  Market  -  HDAT 


The  Greek  government  securities 
market  has  developed  rapidly.  The  re- 
cent establishment  of  the  electronic 
trading  system  of  government  secur- 
ities (HDAT),  by  the  Bank  of  Greece, 
and  the  new  institutional  framework 
for  the  functioning  of  primary  dealers 
have  led  to  a  modern  and  efficient  se- 
curities markets. 

HDAT  ensures  market  transparency 
and  liquidity,  precision  and  rapidity  of 
market  transactions  and  a  better  pric- 
ing of  government  securities. 

All  credit  institutions  with  a  registered 
office  in  Greece  participate  directly  in 
HDAT  and  foreign  investors  via  quali- 
fying participants. 

Transactions  are  linked  in  real  time  to 
the  electronic  clearing  and  settlement 
system,  managed  by  the  Bank  of 
Greece,  via  the  securities  accounts 
that  credit  institutions  have  opened 
with  the  settlement  system. 

The  average  daily  turnover  of  HDAT  in- 
creased to  around  GRD45bn  (USD 
161ml)  by  end  August-  with  a  peak  of 
GRD123bn  (USD430ml)-  from  around 
GRDlObn  (USD36ml)  during  May- 
June.  The  most  actively  traded  secur- 
ities are  the  lOyr  and  7yr  fixed  rate 
bonds  as  big  capital  gains  are  expected 
after  Greece's  entry  into  EMU  in  2001. 

The  establishment  of  repo  and  derivative 
markets  and  of  the  electronic  auction 
procedure  is  also  planned  by  early  1999. 

For  more  information 
please  contact: 
Mr.  N.  Alexopoulos 
Director  Advisor 
Tel.:  301  32  33  444 
Fax:  301  32  54  811 
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Turning  the  Tide 


So  far,  only  the  sale  of  the  state-owned 
duty-free  shops  and  flotation  of  a 
third  tranche  of  Hellenic  Tele- 
communications Organization  (OTE) 
equity  have  gone  ahead.  The  latter 
coincided  with  OTE's  listing  on  the 
New  York  Stock  Exchange  at  the 
end  of  October.  OTE's  listing  drew 
tremendous  response,  reported  as 
"comfortably  oversubscribed"  by 
private  and  institutional  investors  in 
the  U.S.,  Greece  and  elsewhere  in 
Europe.  This  propitious  event  is  likely 
to  have  eased  government  anxieties 
over  the  timing  of  its  next  steps. 

Former  OTE  Chief  Executive 
Officer  George  Chryssolouris  describes 
the  outcome  of  the  flotation  as  "very 
positive"  and  a  demonstration  that 
"institutional  investors  as  well  as  the 
general  public  recognize  the  company's 
important  position  and  role  in  the 
market.  They  not  only  trust  OTE  but 
believe  that  we  are  on  the  right  track." 
It  was  particularly  important,  he  adds, 
that  more  than  one-third  of  the 
stock  was  bought  by  American  and 
European  investors  with  long-term 
investment  strategies. 

Chryssolouris  says  that  in  Greece 
OTE's  investment  plan  is  directly 
related  to  the  modernization  of  its 
network  and  the  introduction  of  new 
services.  The  increased  digitalization 
level  of  the  network  results  in  better 
quality,  stability,  reliability  and  im- 
proved profitability.  At  the  same  time, 
he  says,  OTE  subsidiaries  "are  success- 
fully facing  the  competition:  COSMOTE 
managed  to  capture  an  11%  market 
share  in  its  first  six  months  of 
operation,  a  record  for  a  mobile  player 
that  entered  third  in  the  market,  and 
OTEnet,  our  Internet  service  provider, 
is  the  major  player  in  its  field." 

OTE's  investment  plan  also  involves 
capital  outlay  abroad.  In  particular,  in 
the  Balkans  and  southeastern  Europe, 


Prime  Minister  of  Greece 
Constantine  Simitis 


nls 

.  : 


"we    are    making    careful    and   \» 
chosen    investments,"    Chryssokr1    : 
explains.     Thanks  to  "a  sound  ii 
structure  and  business  at  home  as 
as  OTE's  important  position  globa* 
the  company's  stakes   in   telecomrrr 
cations  companies  in  these  areas  sM 
pay  off.  Indicatively,  OTE  recently 
the  bid  for  a  35%  equity  stake  in 
control  of  Romtelecom.  This  achiever 
means  entering  a  market  with  do 
the  population  of  Greece  and  will  si 
pave   the   way   for   "a   homogenec 
developed  telecommunications  ma 
in  southeast  Europe." 


Building  Confidence 


Confidence  in  the  feasibility  of  go\ 
ment  economic  targets  was  bo< 
last  March  when  the  drachma 
judged  sufficiently  strong  to  ente 
Exchange  Rate  Mechanism  (ERN 
the  EMU.  The  EU  responded  wi 
formal  pledge  that  the  terms  of  I 
entry  for  the  1 1  founder  men 
would  remain  unchanged  for  Gree 
Greece,  in  turn,  presented  a  re' 
convergence  program  to  the  Euro 
Commission    that    slightly    low 
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projections  but  still  reflected 
tonviction  that  the  country  has 
|ed  a  period  of  sustained  non- 
cionaty  growth. 

|"he  Bank  of  Greece  agtees.  Since 

iber  199".  it  has  enjoyed  the  same 

it    of    independence    as    central 

elsewhete  in  the  EU,  and  it  is 

this     freedom      to     promote 

jtary    and    interest-rate    policies 

primarily   coward  containment 

lation. 

bank's  interest-rate  policy  has 

Kmary  aims.  The  first  is  to  ensure 

|stability    or    the    drachma    in    the 

Secondly,   the   policy   is   geared 

1     affecting     developments     in 

Hbte    demand    over    the    medium 

so  that  demand  moves  more  in  line 

total  supply  of  goods  and  services. 

is    a    result    of    the    bank's    anti- 

jtionary    policy,    the    three-month 

}bank     rate     stood     at      1 2 

?mber.   versus    >  5        in   Germany. 

on   10-year  bonds  -  the  reference 

for    the    Maastricht    interest    rate 

|rion  -  was  7.9%,  versus    i.l        m 

lany.  The  downward  slope  of  yield 

affirms   market   expectations  of 


Former  CEO  of  OTE 
George  Chryssolouris 

a  continued  steep  deceleration  of 
inflation.  The  bank  now  anticipates  that 
interest  rates  will  remain  at  a  relatively 
high  level  until  Greece's  entry  into  the 
Eurozone  in  2001. 


Moving  Forward 


Overall  convergence  hinges  on  several 
factors,  which  include  accelerated 
privatization  coupled  with  radical 
reforms  of  the   public   administration, 


and  simplification  and  reduction  of 
the  tax  burden  to  encourage  invest- 
ment. Positive  steps  in  these  areas  are 
being  taken,  as  are  measures  to  eradicate 
two  major  deterrents  to  investment 
identified  by  Greek  and  foreign 
businessmen:  a  torturous  and  torturing 
bureaucracy  and  labor  market 
inflexibility.  One  recent  success  for 
prospective  investors  was  the  creation  of 
the  Hellenic  Center  for  Investment 
(HCI),  a  one-stop  shop  to  assist  them  in 
obtaining  central  government  and  local 
authority  licenses. 

HCI  General  Manager  Loukas 
Valetopoulos  cites  specific  sectors  that 
have  been  targeted  this  year  for  active 
marketing:  information  technology 
and  telecommunications,  aquaculture, 
specialty  chemicals,  tourism  and  agri- 
business. HCI  is  currently  processing 
cash  grant  applications  relating  to  eight 
proposals  for  investments  totaling  243 
billion  Dr,  after  the  enactment  in  April 
of  new  investment  incentives  legislation. 
Also,  with  HCI  assistance,  Polyform  is 
constructing  what  will  be  the  first  U.S. 
greenfield  manufacturing  operation  in 
Greece   in    15   years.   This  partnership 


Wall  Street  wAcomes 
e  Greek  Teleconjnunications. 

munications 


IToday  OTE  is  the  exclusive  public 
itelephony  operator  in  Greece.  Its 
Investments  in  advanced  techno- 
i  logy  and  infrastructure  are  parts  of 
its  strategy  to  remain  the  dominant 


full  service  telecommuniclBons 
group  in  Greece.  With  revenues  that 
equal  2.5%  of  the  GNP  and  a  net 
income  of  US$  667  million  in  1997, 
OTE  is  the  largest  Greek  company 


by  market  capitalization.  This  is  not 
a  coincidence.  In  the  demanding 
world  of  telecommunications,  OTE 
meets  the  challenge  by  moving 
steadily  ahead. 


Hellenic  Telecommunications 
Organization 
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workforce  size  and  work  rules  in 
accordance  with  fluctuating  production 
needs  were  enacted  in  August.  The  hope 
is  that  the  third  investment  deterrent  - 
a  fiscal  instability  that  operates  against 
long-term  corporate  planning  -  will  be 
an  automatic  casualty  of  EMU  member- 
ship and  convergence. 


Greek  industry  modernize  and  impro 
its  productivity.   In  conjunction  wi 
-  the  new  jobs  created  by  ongoing  publ    • 
works,   projects   financed   in   part  I 
EU    programs    should    finally    brii  , 
unemployment   below   the   10%  rail  II 
where    it    has    been    stuck    for   til 
past  several  years. 


The  longer-term  goal  is  to  consolidate  sustainable 

progress  toward  real  economic  converg* 

with  the  wealthier  European  Union  partners. 


Chairman  and  CEO  of  Lavipharm  Group 
Dr.  Athanase  Lavidas 

will  result  in  a  $23  million  specialty 
chemicals  plant  scheduled  to  enter 
production  next  September.  The  plant's 
total  output  is  destined  for  export. 

The  business  world,  too,  has  wel- 
comed legislation.  For  example,  policies 
allowing    greater    freedom    to    adjust 


Some  of  the  reforms  have  led  to 
confrontation  with  public-sector  trade 
unions.  However,  the  private  sector  can 
look  forward  to  a  continuation  of  the 
harmonious  labor  relations  established 
over  the  last  half  decade  and  recon- 
firmed in  April  with  the  signing  of  a 
new  two-year  national  collective  wage 
agreement  for  1998-99- 

As  inflation  falls,  the  anticipated 
decline  in  interest  rates  should  provide 
another  stimulus  to  investment,  helping 


The  future  belongs  to  the  dynamic 
companies  who  prepare  for  it  with  vision. 
This  is  why  we  have  invested  heavily 
in  R&D,  especially  in  new  delivery 
systems  for  pharmaceuticals  and 
cosmetics.  We  made  sure  we  hired 
promising  and  competent  young  people 
with  innovative  ideas.  We  have  created 
one  of  the  largest  and  most  efficient 
■tilstribution  networks  in  the  country. 
We  have  established  our  products  in 
Europe.  We  have  chosen  to  represent 
only  the  most  distinguished  international 
pharmaceutical  and  cosmetic  brands. 
As  a  result,  we  have  succeeded  in 
making  Lavipharm  one  of  the  largest 

eutical  and  cosmetic  companies 
in  Greece.  For  all  of  these  reasons,  the 
future  does  indeed  look  full  of  health 
and  beauty  from  where  we  stand... 

(7~1  LAVIPHARM 

'   GROUP  ©^COMPANIES 


The  Promise  of  the  Futurt 


One  businessman  with  no  dou 
about  the  importance  of  the  EM 
Dr.  Athanase  Lavidas,  chairman 
the  board  and  CEO  of  Lavipha 
the  largest  fully  integrated  Gr 
company  in  the  pharmaceutical 
cosmetics  sector. 

The  company,  originally  an  impo; 
and    distributor    of    pharmaceutu 
products,    has    in    the   past    20   y« 
diversified   into  cosmetics,   reinves 
heavily  in  pharmaceuticals,  built  a 
plant,  formed  significant  partners 
and    joint    ventures    in    Greece   ; 
expanded  to  the  rest  of  Europe  and 
U.S.    The    company    now   covers 
whole    spectrum    of   activities    ff 
R&D    to    manufacturing,    marketi 
sales  and  distribution. 

The  U.S.  market  and  Laviphai 
activities  through  its  New  Jersey-b; 
subsidiary,  Lavipharm  Laboratoi 
"are  of  particular  significance 
the  company's  aggressive  future  pla 
says  Dr.  Lavidas.  "A  number  of 
licensing  agreements  have  b 
finalized  in  Greece  this  year 
more  are  under  negotiation,  but 
activity  in  the  U.S.  is  by  far 
overriding  focus." 

Dr.  Lavidas  describes  the  EMI 
"the  mechanism  that  will  al 
individual  European  economies 
converge.  A  truly  united  Europe 
not  exist  without  it."  For  Greece 
concludes,  "it  is  simply  a  must."  I 
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wwn  in  Jacksonville,  Wayne  and  Delores  Weaver 
ftnd  out  free  football  tickets  to  local  poor  kids. 
Jjt  there  are  strings  attached. 

Somebody  cares 


Kerry  A.  Dolan 


:ksonville  Jaguars  owners  Wayne  and  Delores  Weaver— and  some  "Honor  Rows"  kids 
>  free  lunch:  earning  a  seat  at  the  game  requires  meeting  tough  goals. 


AYNE  Weaver  and  his  wife,  Delores, 
e  sitting  in  the  richly  carpeted 
vners'  suite  in  Jacksonville,  Fla.'s 
.ltd  Stadium,  watching  the  Jaguars 
ay  the  Cincinnati  Bengals.  High  up 
the  end  zone  is  a  sea  of  children  clad 
bright  yellow  T  shirts.  Suddenly  the 
ds  surge  to  their  feet  and  begin  to 
leer  and  wave;  a  dozen  have  large 
How  flags.  The  Weavers  stand  and 
leerfully  wave  back  with  yellow  flags 
their  own . 

A  sports  team  owner  who's  not 
ing  booedr  These  owners  give  free 
ats  to  poor  kids.  But  not  just  to  any 
x>r  kids.  The  Weavers'  Jacksonville 
ars  Foundation  uses  the  coveted 
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tickets  to  teach  children  about  respon- 
sibility and  commitment. 

Ranging  in  age  from  9  to  16,  the 
yellow-shirted  children  are  referred  to 
the  Jaguars  Foundation  by  youth  agen- 
cies in  Jacksonville.  To  get  tickets  to 
the  "Honor  Rows" — as  the  Weavers 
call  the  seats — the  kids  had  to  achieve 
certain  goals.  All  had  promised  not  to 
do  drugs,  smoke  or  consume  alcohol 
for  at  least  two  months,  hopefully  for- 
ever. All  had  to  do  things  like  volunteer 
work  or  improve  their  school  atten- 
dance. The  tickets,  in  short,  weren't 
really  free;  the  kids  earned  them. 
Delores  Barr  Weaver,  62,  explains  the 
idea:  "A  lot  of  these  kids  have  never 


been  asked  to  make  a  commitment  to 
anything.  This  will  have  an  impact  on 
their  lives  along  the  way.  They'll 
remember  somebody  cared." 

Jamall  Shuford,  1 1 ,  got  to  the  game 
because  he  had  attended  an  eight-week 
course  on  teen  pregnancy  and  sexually 
transmitted  diseases.  "They  taught  me 
about  girls  and  things,"  Jamall  says. 

Since  1995  the  foundation  has 
donated  seats  in  the  Honor  Rows  for 
some  9,000  youths.  But  that's  not  all 
it  does.  Since  its  start  in  September 
1994,  it  has  granted  $1.7  million  in 
cash  to  local  agencies  that  work  with 
disadvantaged  children,  such  as  the 
pace  Center  for  Girls  and  All  Saints 
Early  Learning  Center. 

The  Weavers  also  fund  college  schol- 
arships for  people  like  Bermia  Fussell, 
18.  Fussell,  who  has  a  1 -year-old  child, 
is  studying  psychology  at  Florida  Com- 
munity College  at  Jacksonville.  To  get 
the  scholarship,  she  pledged  not  to 
have  more  children  while  in  school. 

Delores  came  up  with  the  idea  for 
the  foundation  even  before  the 
Weaver- led  partnership  was  awarded 
Jacksonville's  expansion  football  team 
in  November  1993.  The  Weavers  and 
their  then  eight  limited  partners  made 
a  five-year  commitment  to  contribute 
at  least  $500,000  a  year  to  help  disad- 
vantaged youth. 

Wayne  Weaver's  heart  is  very  much 
in  the  work.  Now  63,  he  grew  up  in 
public  housing,  in  a  single-parent 
family  in  Columbus,  Ga.  Beating  the 
odds,  he  made  it  big  in  the  shoe  busi- 
ness, building  Nine  West  Group  and 
selling  it  to  the  public  in  1993.  He  still 
runs  retail  chain  Shoe  Carnival,  Inc. 
and  the  company  that  distributes  Liz 
Claiborne  shoes. 

Thinking  back  to  his  own  youth, 
Weaver  realizes  that  these  kids  can  use 
a  helping  hand,  but  that  doesn't  mean 
pampering  them.  There's  no  smoking 
allowed  inside  the  Jacksonville  stadium, 
nor  are  there  any  tobacco  ads  on  the 
scoreboard.  One  section  of  the  stadi- 
um is  alcohol-free.  In  1996  Weaver 
persuaded  the  NFL  to  remove  a  ciga- 
rette ad  from  the  back  of  the  game 
program.  The  other  nfl  teams  fol- 
lowed suit  this  year. 

Anyone  can  write  a  check.  The 
Weavers  are  putting  their  hearts  and 
their  imagination — as  well  as  their 
money — into  their  giving.  MM 
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Poor  Darl  McBride  is  sitting  on  the  sidelines  while 
others  realize  his  dream.  But  you  haven't  heard 
the  last  of  McBride  or  of  his  dream— SolutionBank. 

Benched! 


By  Phyllis  Berman 

Seventy  percent  of  the  nation's 
largest  1 ,000  companies  have  installed 
enterprise  resource  planning  software 
(erp).  They  are  served  by  such  well- 
established  vendors  as  the  Dutch 
Baan,  the  German  SAP  AG  and  U.S. 
firms  like  Oracle  and  PeopleSoft.  This 
software  is  implemented  by  big- name 
consultants  from  Ernst  &  Young  and 
Andersen  Consulting  to  a  slew  of 
midtier  firms  like  Cambridge  Tech- 
nology Partners.  The  system  becomes 
the  very  backbone  of  the  businesses 
that  use  it.  Not  only  does  it  connect 


all  the  departments  within  your  own 
company,  it  also  connects  you  to  your 
suppliers  and  your  customers.  No 
sooner  do  you  get  an  order  than  your 
suppliers  know  what  they  need  to  do 
to  help  you  fill  it. 

But  move  below  the  very  largest 
companies  and  you  find  few  users  of 
erp.  Operations  with  revenues 
between  $50  million  and  $1  billion 
constitute  an  untapped  market  with  a 
potential  of  more  than  $2.7  billion  in 
software  license  sales,  according  to 
amr  Research  Inc.  of  Boston,  a  con- 


sulting firm.  More  enticing  are  t 
even  larger  consulting  revenues  that 
would  be  driven  by  those  sales. 

Darl  McBride,  38,  had  spent  twc| 
years  at  ikon  Office  Solutions  Inc.| 
building  up  a  national  chain  of  inde-i 
pendent  system  integrators  body  shops-i 
— in  industry  jargon — because  they  biU| 
by  the  hour  for  sending  employees  int 
corporations  to  install   IT  systems! 
McBride  was  early  to  grasp  that  the 
same  companies  that  were  installing! 
simple  IT  systems  would  eventually 
need   the   more   complex  erp.   H<| 
also  understood  one  important  truth  I 
Many  smaller  companies  were  uncom 
fortable  dealing  with  fancy  erp  consul  I 
tants.  For  one  thing,  smaller  business 
es,  rightiy  or  wrongly,  associate  th< 
big-name  systems  integrators  with  higl 
prices,  lengthy  installations  and  ruinou 
service-to-software  ratios — that  is,  the 
dollars  spent  to  get  a  system  up  anc 
running  could  be  five  or  six  time 
as  much  as  the  software  package  itseli 
McBride  decided  to  start  a  compan  i 
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Hunter  Capital's  Boschetto  (left)  and  partners:  powering  the  deal. 


Ned  Stringham  and  his  team  are  exceeding  th 
expectations  of  the  company's  founder. 
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hd  go  after  that  market. 
I  After  rejecting  four  venture  capital 
eals  that  would  have  diluted  him 
)    minority    ownership,    McBride 
pproached  Glenn  Boschetto  at  Hunter 
lapital,  a  small  investment  hank  in  Park 
City,  Utah.  Boschetto,  a  veteran  of 
Michael   Milken's   Drexel   Burnham 
ptup,  brought  in  another  group  of  ex- 
senites,  Cerberus  Partners.  Togcth- 
■thev  put  up  an  initial  $50  million  in 
}uitv,  arranged  $250  million  in  an 
oquisition  line  along  with  Gt  Capital, 
id  SolutionBank  was  born. 
SolutionBank  would  do  ikon  one 
|ettcr.  It  would  not  simply  roll  up  sys- 
:ms  integrators.  It  would  make  the 
listallation  of  this  complex  software  as 
krinless  and  inexpensive  as  possible  for 
jmall  operators.  It  would  sell  the  soft- 
lore,  integrate  it  with  existing  systems 
Ind  supply  additional  pieces  like  supply- 
Ihain    management   and   sales-force 
lutomation  systems  and  e-commerce 
iutions  when  appropriate. 
As  good  as  McBride's  idea  was, 
luntcr  realized  that  the  deal  could 
)under  because  McBride  was  entan- 
led  in  a  nasty  lawsuit.  He  had  sued 
former  employer  for  defamation, 
Hid  and  breach  of  contract  in  a  dis- 
pute over  pay. 

To  deal  with  the  problem,  Hunter 
tired  a  strong  backup  team.  It 
Included  Ned  Stringham,  who  had 
been  a  McKinsey  consultant  in  Aus- 
tralia and  the  U.S.;  Karl  Wilhelm 
Irom  systems  integration  company 
IRA;  Coleman  Barney,  a  seasoned 
marketer  from  Microsoft;  and  Ty 
|viattingly  from  Novell. 
At  Hunter,  Boschetto's  instincts 
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proved  right  on.  When  McBride  settled 
his  suit  with  IKON  in  August,  the  com- 
pany enforced  a  noncompete  McBride 
had  previously  signed.  McBride  had  to 
step  aside  at  SolutionBank.  Ned  String- 
ham  picked  up  two-thirds  of  McBride's 
shares  and  became  president. 

So  McBride  watches  from  the  side- 
lines as  his  dream  unfolds.  Stringham 
meanwhile  has  grasped  the  reins 
firmly.  He  decided  early  on  to  con- 
centrate on  the  implementation  of 
Baan  software  because  it  is  considered 
the  least  complex  of  all  and  thus  takes 
less  time  and  money  to  install.  He  has 
bought  a  regional  implementor  and 
the  largest  reseller  of  Baan  software. 

Andersen  has  a  dominant  20% 
share  of  the  IT  implementation  work 
for  the  biggest  companies.  Stringham 
wants  to  get  a  similar  position  in  the 
market  he's  chosen.  "We'll  soon  be 
the  Andersen  Consulting  of  the 
middle  market,"  he  claims. 

SolutionBank  won't  have  the  mid- 
market  to  itself  for  long.  The  big  con- 
sulting firms  are  polishing  their  acts  to 
go  down  market.  The  software  makers, 
too,  are  preparing  to  make  the  move: 
They  are  developing  new  channels  of 
distribution  and  forming  alliances  to 
sell  to  small  companies.  They  are  also 
streamlining  their  wares.  SAP  now 
offers  a  prebundled  package  of  soft- 
ware, hardware  and  consulting  and  is 
making  its  software  more  industry-spe- 
cific, with  a  product  for  financial  ser- 
vices companies  already  on  the  market 
and  others  for  automotive  and  con- 
sumer-product companies  to  follow. 

"Our  competitors  may  be  able  to 
service  the  top  of  the  middle  market," 
smiles  Stringham,  "but  that  leaves  us 
a  huge  market  at  the  bottom — com- 
panies under  $750  million  in  sales. 
We're  going  to  fill  that  void." 

Unless  the  IPO  market  collapses, 
SolutionBank  will  go  public  as  early  as 
the  winter  of  1999.  You  can  be  sure 
that  it  will  use  its  publicly  raised 
resources  as  currency  for  more  acqui- 
sitions. This  is  a  company  to  watch. 

Darl  McBride?  His  noncompete 
clause  won't  soon  run  out.  But  there's 
nothing  in  the  clause  that  says  he  can't 
be  thinking  up  new  ideas.  Says  his  chief 
backer,  Glenn  Boschetto:  "With 
McBride's  entrepreneurial  zeal  we'd  be 
only  too  happy  to  finance  any  future 
deal  he  brought  us."  Hi 
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Suze  Orman  is  America's  latest  hot  financial-advice 
guru.  Her  advice  is  mundane,  but  her  income  is  not. 

Sizzling  Suze 


By  William  P.  Barrett 


It's  hard  to  escape 
Suze  Orman  these  days. 
She's  been  on  bestseller 
book  lists  since  April 
with  The  9  Steps  to 
Financial  Freedom — 
more  than  1.8  million 
copies  printed.  She's 
made  five  appearances 
on  Oprah  Winfrey's  TV 
show,  with  more  to 
come;  she's  had  spots 
on  network  talk  shows 
and  the  QVC  shopping 
channel.  ^^Mi 

We  could  go  on — 
but  won't.  Suffice  it  to  say  that  this 
47-year-old  Chicago  native  trans- 
planted to  California  has  become  one 
of  America's  top  purveyors  of  finan- 
cial advice.  Strike  that.  Suze  (pro- 
nounced "Suzie")  offers  not  so 
much  advice  as  a  way  to  make  people 
feci  better  about  money — or  their 
lack  thereof. 

Buy  her  book  for  $23— "Every- 


Orman  product  line 

No  longer  a  paid  planner, 


thing  you  need  to 
know  to  provide  for 
yourself  and  your 
family,"  the  book  jacket 
proclaims — and  you  get 
such  tips  as:  "Use  self- 
service  gas  pumps 
rather  than  full-serve." 
Or,  "Use  coins,  not 
your  calling  card,  in  pay 
phones."  On  a  recent 
Oprah,  Orman  advised 
viewers  to  search 
through  their  closets 
for  misplaced  money. 
Too  bad  Orman 
didn't  include  a  chapter  on  "How  to 
promote  yourself  without  spending 
money  on  promotion."  During 
fundraising  drives  PBS  stations  often 
air  a  video  of  Orman  lecturing  a 
Minneapolis  audience.  A  plug  for 
charitable  giving  earns  her  huge 
amounts  office  publicity.  "Orman 
promoted  herself  as  much  as  she  did 
Channel  15,"  groused  the  TV  critic 
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for  a  San  Diego  newspaper.  i  A . 

Orman's  bio  in  9  Steps  says  she  |  J\ 
"heads  her  own  financial  planning 
firm,"  Suze  Orman  Financial  Group 
of  Emeryville,  Calif.  But  neither  she 
nor  the  firm  has  done  any  paid  finan- 
cial planning  work  in  years.  Besides 
books  and  other  royalties,  Orman's 
earned  income  has  come  mainly  from 
selling  insurance — which  gets  much 
more  attention  in  her  book  than  do 
stocks  or  bonds. 

Also  in  the  bio,  she  claims  a  cur- 
rent Commodity  Trading  Advisor 
license  that  actually  lapsed  in  1990 
The  jacket  of  her  video  says  she  has 
"18  years  of  experience  at  major 
Wall  Street  institutions."  In  fact,  she 
has  7.  The  "nearly  1,000  new  clients 
each  year"  touted  on  her  publisher's 
Web  site  are  simply  fans  making*  KtJl 
inquiries  by  mail. 

In  interviews,  videos,  regulatoryl  W 
filings  and  her  writings,  Orman 
repeats  a  personal  story  about  sur-: 
mounting  adversity  shortly  after  shei 
started  her  own  firm  in  1987.  The 
gist:  A  disgruntled  assistant  came  tc 
the  office  one  night 
Orman  at  work  and  stole  mone\ 
Fans  make  up  and  records  relating 
her  "clients."  to  new  insurance 
mm  customers.  Ormar 

gets  a  lot  of  mileage 
out  of  this  tale. 

The  truth  is  less  clear.  According  tcir;it 
court  records,  no  funds  were  swipec 
that  night.  Orman  sued  the  assistan 
for  more  than  $525,000 — alleging 
eight  counts,  including  fraud  anc 
embezzlement.  The  court  awardet 
Orman  a  mere  $8,000  on  on' 
count — the  expense  of  rebuildin; 
records.  The  judge  actually  allo\ve< 
the  assistant  to  keep  all  $6,200  of  dis 
puted  commissions  because  she,  no 
Orman,  was  the  agent  of  record.  Oi 
unspecified  grounds,  Orman's  ow: 
California  investment  adviser  licens 
actually  ended  up  being  suspended  fc 
30  days. 

Concerning  the  commission; 
"Legally,  my  assistant  was  correct, 
Orman  sighs.  But  she  calls  the  affair 
valuable  learning  experience  that  help 
her  sympathize  with  other  people 
problems.  For  those  who  want 
sample  of  that  sympathy,  anoth< 
Orman  opus,  The  Courage  to  Be  Ric, 
should  be  in  bookstores  in  March.  ■ 
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efore  following 
the  leader, 


Reality  Leadership: 

lopment  Process  for  Your  World 

:obs,  founder  of  Protential  Learning  &  Performance,  one  of  the 
[stest  growing  leadership  and  organization-wide  performance 
development  firms,  created  Reality  Leadership,  a  leadership 
touches  minds,  hearts  and  souls.  Jacobs'  book,  Reality 
lip,  is  equally  as  compelling.  Jacobs'  book  is  inspiring,  enabling 
■B  ns  to  creale  their  own  desired  character.  He  is  a  spellbinding  speak- 
w  ubines  experience  and  intelligence  with  passion  and  personality. 

■>.eodership  teaches  you: 
Mnle  definitions  of  leadership 
Meal  and  repeatable  process  to  meet  leadership  challenges 
•  create  alignment  between  individuals  and  within  organizations 
kf  effectively  communicate,  resulting  in  faster  sharing  of  knowledge, 
Mr  g  and  ultimately  breakthrough  performance 
H  build  an  environment  that  harnesses  physical,  intellectual  and 
■tnal  energy 
in  manage  change 

■  information  about  Protential  Learning  &  Performance  or  to 

■  )  Reality  Leadership  presentation  for  your  organization,  call 
[400  ext.  30. 

To  order  the  book,  Reality  Leadership, 

call: 

888.600.4474 

Protential  Learning  &  Performance,  LLC 

10585  N.  Meridian  Street,  Suite  220 

Indianapolis,  IN  46290 
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Samin  Sharma  came  to  this  country  in  pursuit  of  the  immigrant's  dream. 
He  found  it— but  the  path  was  rockier  than  he  expected. 

Dr.  Sharma's  fasting  day 


By  Pranay  Gupte 

According  to  the  American  Medical 
Association,  nearly  a  quarter  of  the 
doctors  practicing  in  the  U.S.  are 
immigrants.  As  of  1996,  for  example, 
there  were  737,761  practicing  physi- 
cians; 168,326  of  them  graduated 
from  foreign  medical  schools.  One  of 
these  immigrant-physicians  is  Samin 
K.  Sharma,  now  43. 

Sharma  came  to  the  U.S.  over  a 
dozen  years  ago  with  little  to  his  name 
but  an  M.D.  from  prestigious 
Jaipur  University  in  western 
India.  While  studying  to  qual- 
ify to  practice  cardiac  surgery 
in  America,  he  worked  as  a 
delivery  boy  for  an  Indian 
grocery  store  in  New  York 
and  later  for  an  Indian  jewel- 
er. A  vegetarian,  he  lived 
mostly  on  peanut  butter  and 
milk,  all  he  could  afford. 

These  days  Dr.  Sharma  is 
one  of  the  U.S.'  leading  car- 
diac surgeons,  earning  more 
than  $1  million  a  year.  He 
performs  angioplasty  at  New 
York's  Mount  Sinai  Medical 
Center — more  than  1,000 
procedures  per  year — open- 
ing clogged  arteries  and  often 
saving  patients  from  under- 
going costlier  and  riskier 
heart  bypass  surgery.  In  med-  ■■■§ 
ical  circles  Sharma  is  known 
as  the  "Master  of  the  Rotoblator" — a 
new  angioplasty  tool  incorporating  a 
miniature  diamond-tipped  power  drill 
that  operates  at  speeds  of  up  to 
190,000rpm  (an  average  car  engine 
cruises  at  3,000rpm). 

"It  takes  a  unique  combination  of 
energy  and  enthusiasm — belief  in  your- 
self, as  well  as  a  lot  of  patience — to  do 
what  Dr.  Sharma  does,"  remarks  Dr. 
Donald  Jenny,  a  Green  Bay,  Wis.  car- 
diologist, who  traveled  to  New  York 
recently  to  study  Sharma's  technique. 

Born  to  a  Brahmin  family  in  the 
dustv    town    of    Alwar    in     India, 
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Sharma — even  as  a  young  boy — 
dreamed  of  becoming  a  heart  surgeon. 
He  graduated  at  the  top  of  his  class  at 
Jaipur  and  also  ranked  first  in  the  state. 
But  as  an  ambitious  young  Indian  with 
scant  personal  means,  he  had  another 
dream:  to  go  to  the  U.S.,  where  he  felt 
his  talents  would  be  developed  more 
fully  than  they  could  ever  have  been  in 
India,  where,  among  other  barriers,  his 
high-caste  Brahmin  ancestry  would  be 


Dr.  Samin  K.  Sharma 

Master  of  a  new  tool  to  open  clogged  arteries. 


a  hindrance  under  India's  equivalent  of 
affirmative  action  laws. 

Sharma  chose  Pittsburgh  as  his  first 
stop,  chiefly  because  he  knew  an 
Indian  immigrant  there.  "I  knew  that 
I  was  being  foolhardy  by  turning  up 
like  that  in  a  strange  country,  but  I 
deeply  believed  that  something  would 
work  out  for  me,"  he  says. 

Not  at  first,  it  didn't.  The  Indian 
acquaintance  declined  to  host  him. 
There  were  no  jobs  available  for  a 
doctor  without  a  U.S.  license.  In  die 
end  it  wasn't  his  education  but  his  odd 
menial  jobs  that  gave  him  his  break: 


An  Indian  jeweler  in  New  York's  dia- 
mond district  was  complaining  ofl 
headaches  and  incontinence.  "I  toldl 
him  that  it  sounded  like  he  had  a  br 
tumor  on  his  frontal  lobe,  which  canl 
affect  bowel  and  bladder  control,"! 
Sharma  recalls.  "He  thought  I  wasl 
crazy.  He  said  he'd  seen  the  best  doc-l 
tors  in  New  York  and  that  no  one  hadl 
made  such  a  diagnosis.  I  insisted  thatl 
he  get  a  cat  scan  done  immediately"! 
Sharma  had  been  right  on  [ 
The  grateful  jeweler,  Manakl 
Rawat,  gave  Sharma  a  place 
to  live  and  $800  a  montll 
while  he  crammed  for  thij 
New  York  Medical  Boarc 
Certification  exams. 

Sharma  passed  with  flyinj 
colors,  then  did  a  three-yea 
residency    at    Manhattan'! 
Beekman  Hospital  (now] 
Downtown  Hospital),  foil 
lowed  by  a  two-year  fellowl 
ship  at  Elmhurst  Hospital  ill 
Queens,  N.Y  He  was  keen  t«| 
work  with   Mount   Sinai'j 
renowned  chief  of  cardiologjl 
Dr.    Valentin    Fuster,    buj 
Mount  Sinai  had  no  funds  t 
pay  Sharma  a  salary.  "I  wa 
determined  to  work  with  D  | 
Fuster,"  Sharma  said.  "So 
offered  to  work  for  free, 
moonlighted   as   an   emeil 
gency  room  physician  in  Queens  t 
pay  my  bills.  Dr.  Fuster  assured  m 
that  if  I  proved  myself,  I'd  be  hired  b 
him.  I  did,  and  about  a  year  later  I  wi  | 
made  a  paid  angioplasty  fellow." 

Although  he  typically  works  from 
a.m.  to  10  p.m.  each  weekday,  he  savi  I 
his  most  difficult  surgical  cases  for  Tue 
days.  Why?  "Because  that's  my  fastir 
day,"  Sharma  says.  "I  feel  that  God  is  c 
my  side  on  that  fasting  day.  I  kno 
there's  no  scientific  basis  to  this  belie 
but  that's  my  belief  and  I  follow  it.  P 
always  followed  my  belief- — in  myself, 
my  profession,  in  America."  I 
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He's  energized  the  formerly  unmentionable  undergarment  with  an  explosive  ingredient.  Fun.  And  his  irreverent  mass-marketing 

•  strategy  has  silenced  the  demographic  demagogues.  Grabbing  the  attention  of  teenagers  and  grandmothers  alike.  Wacky  underwear. 

Startling  sleepwear.  Overnight,  JOE  BOXER  has  grown  into  a  $100  million  brand.  Fearless  marketers  like  Nicholas  Graham  find  a  kin- 

I  dred  spirit  in  Forbes.  The  business  magazine  that  reports  innovative  companies  and  ideas  before  they  even  show  up  on  others'  radar. 
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computers  &  communications 

Can  Cisco  do  in  telephony  what  it  has  already  done 
in  computers?  Judy  Estrin  has  one  helluva  challenge. 


Wired 


By  Mary  Beth  Grover 

The  great  telecomputing  conver- 
gence is  in  full  swing:  Computer  net- 
works converge  headlong  on  tele- 
phone networks,  creating  and 
destroying  businesses  along  the  way. 
Cisco  Systems,  the  leading  power  in 
the  computer  networking  business, 
must  extend  its  reach  into  telephone 
networks  or  lose  momentum.  The 
responsibility  rests  heavily  upon  Judith 
Estrin,  Cisco's  44-year-old  chief  tech- 
nology officer. 

Were  it  not  for  her  indifference  to 
publicity,  Estrin  would  probably  be 
one  of  America's  best-known  female 
entrepreneurs.  A  Stanford  graduate 
with  master's  degrees  in  both  electri- 
cal engineering  and  computer  science, 
she  was  just  26  when  she  cofounded 
the  first  of  three  startups  and  hit  a 
home  run  with  each. 

Two  years  ago  Forbes  featured  on 
its  cover  20  distinguished  women 
from  Silicon  Valley — Estrin  was  the 
only  one  not  shown.  "I'd  rather  be 
with  my  customers,"  explains  Estrin, 
who  is  small  of  stature  and  favors  plain 
skirts  and  blouses.  She  hardly  exudes 
charisma. 

Desp'te  her  low  profile,  Estrin 
stands  out.  She  and  her  husband, 
William  Carrico,  started  Bridge  Com- 
munications in  1981  and  merged  with 
3Com  for  stock  worth  $235  million. 
Her  Network  Computing  Devices, 
started  in  1988,  went  public  four  years 
later.  Last  summer  she  sold  Precept 
Software,  a  multimedia  company 
founded  in  1995,  to  Cisco  for  $84 
million  in  stock  and  went  along  as  part 
of  the  deal. 

As  chief  technology  officer  for 
Cisco,  Estrin  presides  over  a  $1  billion 
R&D  budget  and  an  ambitious  acqui- 
sitions strategy.  If  Estrin  is  a  phenom- 
enon, so  is  Cisco.  Only  14  years  old, 
this  San  Jose,  Calif-based  firm  enjoys 
a  stock  market  value  of  $123  billion. 
It  makes  routers  and  switches  that 
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enable  computers  to  talk  to  one 
another,  and  dominates  this  business: 
Eighty  percent  of  the  world's  Internet 
traffic  goes  tiirough  Cisco  equipment. 
A  couple  of  years  ago  we  predicted 
that  Cisco  would  plateau  as  routers 
lost  ground  to  cheaper  switches  (July 
29,  1996);  we  were  wrong.  Since  then 
its  revenues  have  more  than  doubled, 
to  $8.5  billion. 

Now  Cisco  is  moving  from  the 
Internet  into  the  related  business  of 
routing  voice  and  data  traffic  over  the 
world's  telephone  network.  There  it 
confronts  heavyweight  competitors 
such  as  Lucent  Technologies  and 
Nortel  Networks. 

There  is  a  fundamental  difference 
between  computer  networks  and  tele- 
phone networks.  In  computing,  inno- 
vation is  the  most  important  thing.  In 
telephony,  reliability  is.  Estrin  has  the 
formidable  task  of  proving  that  Cisco 
can  deliver  reliability  as  well  as  Lucent 
or  Nortel  can. 

Think  about  the  computer  you  use 
at  your  office.  There  are  so  many 
hardware  and  software  innovations 
that  you  can't  keep  up  with  them  all. 
But  all  that  innovation  begets  instabil- 
ity. If  you  suffer  a  crash  once  a  week, 
you  are  doing  no  worse  than  most 
computer  users. 

Unimaginative  the  phone  company 
may  be,  but  it  does  know  something 
about  bulletproofing  its  equipment. 
Can  you  remember  the  last  rime  you 
picked  up  the  phone  and  didn't  get  a 
dial  tone? 

And  yet  telephony  and  computing 
are  close  electronic  kin.  They  both 
work  almost  exclusively  in  the  digital 
0s  and  Is  of  computer  language; 
inside  a  telephone  central  office  are 
computers  running  a  few  million  lines 
of  software.  That  giant  hunk  of  soft- 
ware doesn't  do  much  except  route 
calls — and  allow  the  local  phone 
monopoly  to  provide  some  overpriced 


features  like  caller  I.D. — but  it  does 
with  extreme  reliability. 

This  is  what  Estrin  has  in  mind  vvh 
she  describes  Cisco's  new  thrust.  "V 
can't  just  think  about  routers  ai 
switches  anymore,"  she  says.  "It's  so 
ware,  software,  software."  Softwa 
advances,  she  explains,  will  enal 
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sco  to  build  better  firewalls,  which 
1  keep  intruders  and  viruses  from 
ppling  computer  networks,  and  to 
ike  its  routers  more  "intelligent." 
Intelligent  in  what  way?  "I  really 
m  talk  about  those  things,"  she 
swers,  adopting  the  caginess  that 
mes  naturally  to  an  engineer  from 
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a  startup. 

For  an  explanation  we  turned  to 
one  of  Cisco's  customers.  Says 
US  West's  Robert  Zell:  "[Cisco]  has 
the  equipment  to  compete  in  the 
voice  market.  But  they  need  quality  of 
service." 

Quality  of  service — qos,  in  telco 


jargon — is  getting  to  be  an  often- 
heard  theme.  It  refers  not  just  to  reli- 
ability but  to  software  that  enables  a 
switch  or  router  to  set  priorities.  The 
equipment  must  distinguish  different 
kinds  of  data  and  give  priority  to,  say, 
voice  or  bank  ATM  transmissions  over 
less  important  e-mails.  You  wouldn't 
want  a  conversation  held  up  in  the 
network  just  because  someone  in 
accounting  is  surfing  the  Web.  Quali- 
ty of  service  features  can  help  elimi- 
nate those  irritating  long  pauses  you 
get  when  phoning  someone  over  the 
Internet,  and  they  can  turn  herky- 
jerky  video  images  into  sharp  pictures. 
With  qos,  telcos  can  offer  customers 
various  services  at  different  rates — dis- 
counts, say,  for  service  with  pauses  tol- 
erated or  without  video,  which  causes 
uneven  bursts  of  bandwidth  demand. 
Cisco  has  spent  some  $7.3  billion  in 
the  past  five  years  acquiring  30  compa- 
nies, trying  to  fill  in  some  huge  gaps  in 
technology.  Estrin  has  to  make  the 
pieces  work  together — and  she  does 
not  have  a  lot  of  time.  Nortel  and 
Lucent  are  rushing  to  provide  ops,  and 
so  are  a  handful  of  scrappy  upstarts  in 
telecomputing  gear,  such  as  California- 
based  Ukiah  Software  and  Packeteer. 
The  newcomers,  moreover,  are  push- 
ing qos  software  and  other  intelligent 
features  not  necessarily  on  routers  and 
switches,  where  Cisco  holds  sway,  but 
on  servers,  where  it  does  not.  The 
Gartner  Group's  Neil  MacDonald  says 
Lucent  and  Nortel  Networks  are  at 
least  a  year  ahead  of  Cisco  in  key 
aspects  of  qos  technology. 

Estrin,  however,  knows  from  direct 
experience  how  quickly  a  lead  can 
evaporate  in  this  business — and  she 
doesn't  lack  for  self-confidence.  She 
and  Carrico  launched  Bridge  Com- 
munications three  years  before  Sandy 
Lerner  and  Leonard  Bosack,  another 
husband-and-wife  team,  began  Cisco. 
"Could  we  have  been  Cisco?  Yes," 
says  the  cocky  Estrin.  "We  probably 
would've  bought  them."  But  Estrin 
left  Bridge  after  quarreling  with  the 
boss  of  its  new  owner,  3Com.  He 
apparently  didn't  much  like  being  told 
by  a  32-year-old  woman  that  net- 
working was  the  future — not  comput- 
ers based  on  ibm's  OS/2  system. 

Two  years  ago  we  underestimated 
Cisco.  This  time  around,  we  wouldn't 
bet  against  Estrin — or  Cisco.  WM 
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Wl       iOUl  RIGHT    EQUIPMENT 

A    BIG  JOB    CAN    SEEM    EVEN    BIGGER. 


&  A  N  Y  WA  RE" 


Whether  it's  high-volume  black  and 
white  or  full-color  solutions, 
Canon  has  the  right  tools  for  the  job. 

When  faced  with  an  overwhelming  work- 
load, it's  good  to  have  office  equipment 
that's  up  to  the  task.  Like  Canon's  high- 
volume  systems.  Digital  or  analog,  our 
high-volume  machines  are  designed  so  you 
can  handle  your 
biggest  jobs  with 
very  little  effort.  And  all  have  finishing 
capabilities  that  can  improve  your  produc- 
tivity right  from  the  start.  Not  to  mention 
the  image  quality  and  reliability  that  have 
become  the  standard  in  the  industry.  So 
choose  the  right  equipment-   high-volume 
black  and  white  and  full-color  solutions 
from  Canon.  Suddenly,  those  big  jobs  aren't 
so  big  anymore. 


Canon 


i-800-OK-CANON,  www.usa.canon.com 


Digital  tools 


By  Stephen  Manes 


The  4-ounce  Victrola 


It's  tiny.  It's  cute.  It  plays 
music.  It  was  briefly  banned  from 
the  market,  under  a  temporary 
restraining  order  demanded  by 
the  Recording  Industry  Associa- 
tion of  America.  Now  it's  on  the 
shelves;  its  maker  and  the  riaa 
continue  to  argue  whether  it  is  a 
recording  device  in  the  eyes  of  the 
law.  Quite  a  bit  of  notoriety  for  a 
digital  plaything  not  much  bigger 
than  a  deck  of  cards. 

The  Rio  pmp  300  from  Dia- 
mond Multimedia  is  the  first 
stand-alone  player  to  use  the  MPS 
format  popular  on  the  Internet 
among  fledgling  bands  and  music 
pirates  (Forbes,  Nov.  16).  It's 
unlikely  to  be  the  last;  other  com- 
panies have  announced  plans  for 
similar  products.  But  the  Rio  is 
less  interesting  as  a  gadget  than  as 
a  harbinger  of  two  apparendy  unstoppable  trends:  the 
digital  distribution  of  music  via  the  Web  and  the  use  of 
solid-state  electronics  to  replace  parts  that  spin. 

Some  answering  machines  already  record  voices  on 
chips  rather  than  tape.  The  Rio  sounds  far  better.  It 
weighs  about  4  ounces,  costs  $200  and  in  my  tests  ran 
for  seven  hours  on  its  one  alkaline  AA  cell.  At  32 
megabytes,  the  internal  memory  holds  only  34 
minutes  of  high-quality  audio  or  68  of  slightly 
inferior  sound.  A  slot  holds  removable  Smart- 
Media cards  a  bit  larger  than  big  postage 
stamps;  $50  gets  you  16  megabytes. 

The  unit  sounds  surprisingly  good,  even 
though  its  highest  fidelity  mode  uses  only  a 
twelfth  as  many  bits  per  second  as  music  CDs. 
Converted  to  MP3  in  that  mode,  music  sounds 
almost  as  good  on  the  Rio  as  on  a  portable  CD 
player,  though  careful  listening  reveals  some 
missing  ambience  and  bass.  Even  the  lower- 
quality  setting  is  more  than  acceptable. 

Joggers  will  like  the  Rio's  refusal  to  skip  no 
matter  how  hard  you  jar  it.  But  the  lone  batterv 
means  limited  power;  the  sensitive  headphones 
supplied  can  play  loud,  but  others  may  not. 

The  controls  are  well  designed,  but  though 
you  can  quickly  move  forward  or  backward 
within  a  song,  you  can't  hear  it  while  you  do. 
The  four  fixed  equalization  options  don't  offer 
much  tone  control.  The  unlighted  display  can't 
show  you  the  names  of  what  you're  listening  to. 
But  the  big  problem  is  none  of  these  things. 


It's  the  amount  of  time  you  have  to  spend  fiddling  with 
your  PC  whenever" you  want  to  get  music  into  the  Rio. 

A  pass-through  connector  goes  onto  your  PC's  much- 
in-demand  parallel  port.  A  cable  runs  from  there  to  the 
Rio.  Two  programs  with  confusingly  different  user 
interfaces  create  and  upload  tunes  to  the  player. 

One  source  of  music  is  the  Web.  But  unless  you  stum- 
ble on  a  site  with  pirated  popular  songs,  you're  likelv  to 
find  mostly  artists  you've  never  heard  of.  And  unless  you 
have  a  high-speed  connection,  your  patience  will  wear 
thin.  With  a  56K  modem,  downloading  4.5  megabytes, 
enough  for  a  five-minute  cut,  took  me  more  than  half 
an  hour,  thanks  to  Internet  bottlenecks,  but  even  at  best 
it  would  have  taken  at  least  ten  minutes.  Transferring 
the  tune  to  the  player  took  a  minute  more.  This  is  a 
process  for  people  who  like  process  more  than  music. 

The  MusicMatch  software  that  comes  with  the  unit 
lets  you  compress  and  upload  music  from  your  own  CDs, 
provided  your  CD-ROM  player  is  up  to  the  task.  On  my 
PC  it  took  several  minutes  per  cut,  and  two  of  my  half- 
dozen  tries  resulted  in  stuttering  audio.  The  help  files 
suggest  lots  of  ways  things  can  go  wrong. 

Conclusion:  For  now,  MP3  is  for  people  who  have 
more  time  than  money.  That  makes  $200  seem  like  a 
stiff  tariff  when  portable  CD  players  can  be  had  for  $50. 

Look  ahead  a  few  years:  You  have  a  fast  cable  Internet 
hookup;  son  of  Rio  has  twice  the  memory  at  half  the 
price,  and  there's  a  wealth  of  good  music  legally  avail- 
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Multimedia's  Rio  PMP  300 
fine.  Too  bad  you  have  to  fuss  with  a  PC  to  put  music  in. 


Stephen  Manes,  a  computer  industry  journalist  since  1983,  is  the  coauthor  of  Gates,  a  biography  of  Microsoft's  chairman. 
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The  world 
ofMP3 


You  don't  need  the  Rio 
to  try  out  MP3  for  yourself. 
Dozens  of  Web  sites  offer 
"players"  that  can  turn 
MP3  files  into  music  from 
your  computer's  speakers, 
"rippers"  that  can  convert 
music  CD  tracks  to  the  MP3 
format,  anci  even  "skins" 


to  decorate  the  player  soft- 
ware. A  good  place  to  start 
is  www.mp3.com. 

One  annoyance  with  the 
MP3  format  is  that  it's  file- 
based;  you  typically  have  to 
download  the  entire  file 
before  you  can  listen  to  it. 
Over  a  56K  modem  the 


download  lasts  more  than 
twice  as  long  as  the  clip. 
Some  thoughtful  sites,  like 
www.goodnoise.com,  offer 
streaming  low-fi  RealAudio 
samples  that  you  can  try 
before  you  commit  to  down- 
loading the  MP3  cut  in  all 
its  higher-fi  glory.     -S.M.  ■ 


lble  for  the  device  or  something  like  it.  This  suggests 

|"Jiat  buying  music  over  the  Web  will  one  day  be  stan- 

lard  practice.  Several  schemes  for  music  delivery  are 

ready  in  development.  What  they  include,  and  MP3 

ioes  not,  is  the  ability  to  encrypt  songs  so  that  they 


can't  easily  be  swapped  in  their  original  digital  form. 

For  the  moment,  though,  the  high-bandwidth  solu- 
tion remains  your  car.  If  die  round  trip  to  the  mall 
takes  you  60  minutes  and  you  bring  home  one  disc, 
you're  doing  better  than  a  megabit  per  second.  ■ 


ragon,  take  a  letter 
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VHILE  PROBLEMS  with  speech 
I'ecognition  software  is  the  can't 
ways  taken  with  you  are  go. 
Sorry.  Make  that:  One  of  the 
roblems  with  speech  recognition 
oftwarc  is  that  you  can't  always  take 
with  you  on  the  go.  Another 
roblem:  Speech  recognition  soft- 
are  isn't  perfect. 
But  the  NaturallySpeaking 
obile  package  from  Dragon  Sys- 
ms  does  a  decent  job.  For  $249,  it 
omes  with  the  Dragon's  excellent 
aturalh  Speaking  Preferred  pro- 
,  right  down  to  the  headset; 
hat  sets  it  apart  is  a  versatile  little 
igital  voice  recorder. 
The  unit  can  hold  40  minutes  of 
ictation  in  its  4  megabytes  of  inter- 
al  memory;  removable  Smart- 
edia  cards  can  add  more  capacity, 
nee  you've  finished  dictating,  you 
g  the  device  into  a  serial  port  on 
ur  computer,  tell  it  what  to  tran- 
be  and  let  the  software  do  the 
st.  My  266-megahertz  notebook 

k  slightly  longer  to  transcribe  my 
ords  than  it  took  me  to  say  them. 
The  mobile  recorder  will  proba- 
ly  work  best  for  people  who  first 
laster  Dragon's  desktop  system.  It 
ikes  time  to  get  used  to  any  voice 
xognition  package,  and  the  feed- 
jack  of  seeing  your  words  on  the 


Dragon's  new  mobile  digital  recorder 
Talk  in  the  car,  transcribe  in  the  hotel. 


screen  and  correcting  them  immedi- 
ately can  help,  particularly  with  con- 
ventions like  dictating  punctuation. 

Talking  into  a  recorder  is  trickier 
to  learn,  but  you  can  do  it  any- 
where. Instead  of  being  tethered  to 
your  computer,  you  can  pace  up  and 
down  the  hotel  lobby.  Dictating  off- 
line is  particularly  useful  because  it 
lets  you  bypass  portable  computers' 
often  lousy  sound  systems. 

Dragon's  recorder  offers  handy 
features  like  the  ability  to  play  back 
your  words  faster  than  normal  with- 
out changing  their  pitch.  But  the 
thing  has  so  many  functions  and 
modes,  it's  hard  to  remember  how 
to  do  something  as  simple  as  adding 


a  comment  to  the  end  of  a  particu- 
lar recording.  Keep  the  manual  close 
by.  (Or,  as  the  program  thought  I 
said,  "Keep  Emmanuel  closed  by") 

The  software  has  an  unfinished 
quality.  To  train  Dragon's  desktop 
version  to  your  voice,  you  follow  a 
bouncing  yellow  arrow  along  neatly 
formatted  text.  For  the  portable 
device  you're  shown  the  same  text, 
poorly  formatted,  to  read  at  your 
own  pace  for  about  half  an  hour. 

As  you  make  corrections  from  the 
keyboard,  the  computer's  speakers 
can  play  back  what  you  actually  said, 
but  in  one  case  the  audio  for  the 
first  few  paragraphs  I  had  dictated 
somehow  disappeared.  The  docu- 
mentation hides  the  special  ways 
you  can  train  the  system  to  under- 
stand you  better  as  you  use  it  more. 

Because  of  variables  like  room 
noise  and  distance  to  the  micro- 
phone, using  a  recorder  like  this  one 
does  not  produce  transcriptions  as 
accurate  as  those  you  get  if  you  use 
a  headset  in  the  same  room  every 
day.  Since  the  program  is  trained  to 
your  voice,  it  won't  work  well  with 
interviews  or  conferences.  And  the 
best  transcriptions  are  far  from  per- 
fect. But  Dragon's  are  not  much 
worse  than  some  I've  received  from 
highly  paid  professionals.    -S.M.  ■§ 
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By  Guy  Kawasaki 


software  horizon 


E-mail  addiction 


I  RECENTLY  MODERATED  A  PANEL  at  Stanford 

University  that  discussed  whether  technolo- 
gy is  creating  bridges  or  barriers  between 
people.  One  of  the  biggest  sore  spots  for 
both  the  panelists  and  the  audience  was  e- 
mail.  I  spend  two  to  three  hours  a  day,  every 


that  almost  all  of  these  filtered  e-mails  are 
junk  and  can  be  deleted.  (By  the  way,  why 
isn't  your  boss  in  your  address  book?) 
Third,  assume  that  all  html  e-mail  is 
junk,  html  e-mail  is  the  kind  that  contains 
special  fonts,  sizes  and  colors.  If  you  don't  (  k 


day,  answering  my  e-mail,  so  I  could  identify    have  an  html-compatible  e-mail  reader  you  ^  r[ 
with  the  victims.  Even  though  I  can't  break      wouldn't  know  this,  and  html  e-mail  starts 


I 
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my  habit,  I  can  tell  you  how  to  break  yours. 

First,  set  yourself  free.  Take  a  deep 
breath  and  delete  all  your  incoming  mail — 
read  or  unread,  answered  or  unanswered. 
You'll  be  amazed  when  nobody  contacts 
you  to  find  out  why  you  haven't  answered. 
I  discovered  this  recently  when  I  didn't 
hear  a  peep  after  my  in- box  got  corrupted 
and  I  lost  all  my  incoming  e-mail.  Don't  do 
this  too  many  times,  but  you'll  find  that 
deletion  sets  you  free. 

Second,  use  filters  to  auto- 
matically get  rid  of  e-mail  from 
bozos.  A  filter  is  an  automated 
process  that  screens  your 
incoming  e-mail — like  a  secre- 
tary reading  your  mail,  throw- 
ing away  the  junk  and  putting 
the  rest  in  little  piles  for  you. 
In  this  case,  a  filter  can  high- 
light e-mail  from  the  people  in 
your  address  book  (whose  e- 
mail  you  presumably  want). 
Then  take  all  the  e-mail  from 
strangers  and  throw  it  away. 
Again,  you'll  see  that  no  one  will  contact 
you  about  your  lack  of  response. 

With  Claris  Emailer  and  Eudora,  for 
example,  you  can  script  a  filter  to  accept 
mail  only  from  address  book  entries. 

If  you  want  to  hear  from  unexpected  pen 
pals,  but  don't  want  pure  trash,  use  a  com- 
mercial or  homemade  junk  filter  that  looks 
at  keywords.  (For  more  on  spam  blockers, 
see  Forbes,  Sept.  21.)  For  example,  you 
can  filter  out  any  message  whose  sender  is 
not  in  your  address  book  and  whose  subject 
line  contains  "sex,"  "adult"  or  "free,"  rout- 
ing it  to  a  folder. 

Later,  at  your  convenience,  scan  these 
filed  messages  just  to  make  sure  a  message 
from  your  boss  with  the  subject  "Are  you 
free  for  lunch  to  discuss  sextupling  your 
pay?"  isn't  ignored.  However,  you'll  find 


E-mail  is  binary: 
You  have  to 
answer  it 
right  away  or 
it's  not  worth 
answering  at  all. 


off  like  this  when  you  see  it: 
<HTMLxPRExBODY  BGCOLOR= 
"#fleObe"  SIZE=3xP  ALIGN=CENTE] 
<FONT  COLOR="#0000ff  '><BxI> 

A  filter  that  segregates  html  e-mail  needs  i, 
to  search  only  for  messages  that  contain  this 
piece  of  text:  "<font."  Make  the  filter  throw 
these  messages  away  because  only  a  bozo  or 
a  spammer  would  send  html  e-mail,  and 
why  should  you  read  e-mail  from  either? 
Fourth,  don't  respond  to  any  message  thai] 
was  sent  to  more  than  five  peo- 
ple. The  odds  are  that  someone 
else  will  respond  before  you,  anc 
the  sender  probably  isn't  expect 
ing  everyone  to  answer. 

Fifth,  read  a  message  once 
and  then  either  delete  it  or 
answer  it,  but  never  save  it  to 
answer  later.  Otherwise  your  in 
box  will  grow  full  of  messages 
that  you  intend  to  get  back  to. 
E-mail  is  binary:  You  have  to 
answer  it  right  away  or  it's  not 
worth  answering  at  all. 
Sixth,  don't  forward  (or  generate)  jokes, 
petitions,  virus  warnings  or  Y2K  hysteria. 
This  won't  necessarily  reduce  your  incom- 
ing e-mail,  but  it  will  lessen  the  amount  ol 
e-mail  in  the  universe.  My  theory  is  that 
there's  a  Big  Kahuna  Server  that  keeps 
track  of  whether  you  create  junk  e-mail  an 
retaliates  by  sending  you  some. 

Seventh,  observe  the  "three  strikes  and 
you're  out"  rule.  Someone  sends  you  an  e 
mail  that  irritates  you  (strike  one).  Answei 
with  all  the  reasonableness  and  courtesy 
that  you  can  muster  (strike  two).  If  the 
sender  writes  back  to  argue  or  complain 
some  more,  delete  the  message  and  never 
look  back  (strike  three). 

If  you're  going  to  e-mail  me  negative 
comments  about  this  column,  please  put 
"sex"  in  the  subject  line.  I 


H 
fees  I 
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Guy  Kawasaki  is  the  chief  executive  of  Garage.com,  a  startup  capital  firm  in  Palo  Alto,  Calif. 
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T  KE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 

The  FORBES  Stock 
J     Market  Course 


E'ry  investor  should  own  The  Forbes  Stock 
hrket  Course,  the  practical  handbook  that 
Mvides  the  goals  of  today's  smartest 
ijestors  —  and  the  strategies  they  use  to 
uch  them. 


mta  choose  a  broker — Broker  commissions — How  to  place 
»rder  —  Sources  of  information  —  Market  patterns  (how  to 
d  t  stock  market  movement)  —  Dollar-cost  averaging  — 
I  ng  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
•ndexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
ft  Js  a/id  preferred  stocks  —  Derivatives  including  options  — 
vto  read  a  company's  financial  statement —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  83-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89.50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
ind  Guarantee 


N  IE 


(please  print] 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  83- Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  853 

□  Check  for  $89.50  enclosed*    □  Charge  my  credit  card 
□  Amex    □  MasterCard    □  Visa    □  Diners  Club 


Kress 


Name: 


STATE 


ZIP 


Number: 


Exp.  Date:        / 


FORBES  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 

*Buyers  in  NY,  CA,  GA,  MO,  IL,  TX,  DC,  add  applicable  sales  tax  as  required  by  law. 


SMC853 


By  Andrew  J.  Kessler 
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Secret  sauce 


WaU  Street 
started  out 
thinking  Ciena 
had  something 
really  special, 
but  it  didn't. 
Now  the  stock 
is  down  80% 
from  its  peak. 


Ever  wonder  what  separates  mediocre 
companies  from  great  ones?  To  me,  it's  all 
in  the  secret  sauce.  The  recent  flameout  of 
Ciena  offers  lessons  about  this  recipe  for 
success. 

Ciena  pioneered  cool  wave-splitting 
devices  that  divide  the  light  that  travels 
along  fiber-optic  networks  into  separate 
colors  so  the  same  line  can  carry  vastly  more 
traffic.  But  Ciena  was  sitting  on  a  very  slim 
technological  advance.  It  lacked  a  secret 
sauce — a  unique  selling  proposition  of  the 
sort  that  makes,  say,  Cisco  Systems  invinci- 
ble right  now. 

Ciena's  products  hit  the  market  in  May 
1996,  just  as  the  Internet  began  gulping 
enormous  amounts  of  bandwidth.  Carriers 
were  enthusiastic,  and  Wall  Street  was,  too: 
In  February  1997  Ciena  pulled  off  the 
biggest-ever  initial  public  offering  of  a  start- 
up company,  with  a  first-day  valuation  of 
$3.4  billion.  By  last  July  Ciena's  market 
value  had  peaked  at  a  lofty  $9.1  billion. 
Now  its  worth  hovers  near  $1.7  billion. 

Despite  its  early  lead  in  technology,  Ciena 
was  vulnerable.  It  didn't  have  anything  close 
to  a  patent-protected  monopoly.  Mean- 
while, only  two  carriers,  WorldCom  and 
Sprint,  accounted  for  96%  of  Ciena's  rev- 
enue in  1997.  No  wonder  investors  got  jit- 
tery when  WorldCom  announced  in  Febru- 
ary that  it  would  suspend  purchases  of 
Ciena  gear  in  the  wake  of  its  merger  with 
MCI.  Things  looked  even  worse  when  Sprint 
began  looking  at  other  suppliers. 

All  the  while,  Ciena  seemed  more  focused 
on  managing  its  stock  price  and  gross  profit 
margin  than  on  creating  a  secret  sauce.  The 
company  should  have  been  preoccupied 
with  expanding  its  product  line  and  build- 
ing strong  customer  service.  Ciena  said  not 
to  worry,  citing  talks  for  a  big  supply  con- 
tract with  AT&T.  The  blow  came  in  Septem- 
ber, when  AT&T  suddenly  halted  tests  of 
Ciena  gear. 

AT&T's  primary  vendor  is  its  former  sub- 
sidiary, Lucent  Technologies,  which  entered 
the  wave-division  market  with  a  similar  box 
earlier  this  year.  When  Ciena  shares  tum- 
bled, so  did  the  company's  plan  to  be 
acquired  by  equipment  maker  Tellabs. 


My-  firm  took  a  look  at  Ciena  after  it  went 
public  and  its  shares  had  rapidly  risen  to  50 
times  projected  12-month  sales.  Wall  Street 
started  out  thinking  Ciena  had  something 
really  special,  but  all  we  found  was  a  lot  of 
hardware  and  not  much  more  to  ensure 
long-term  growth.  So  we  passed. 

So  what  ingredients  make  a  secret  sauce? 
A  proprietary  advantage  in  a  large  and 
rapidly  growing  market  is  fundamental;  so  is 
a  great  management  team.  Beyond  that, 
other  spices  are  worth  considering. 

If  you  sell  hardware,  as  Ciena  does,  it  is 
critical  to  have  an  underlying  architecture  to 
attract  new  add-on  features  created  by  out- 
side software  developers.  Intel's  chip  line  is 
the  classic  example.  Ciena  had  innovation, 
but  no  architecture  for  others  to  build  on. 

Lacking  that,  having  your  own  operating  . 
system  might  help.  Sun  Microsystems  has 
Solaris,  its  own  brand  of  the  Unix  OS.  Cisco 
has  been  able  to  counter  the  commoditiza- 
tion  of  routers  with  special  features  in  the 
operating  system  that  run  the  devices.  Ciena 
was  os-less. 

In  software,  an  "'application  program- 
ming interface"  lets  outside  developers  link 
in  to  your  designs;  SAP  has  roared  with  suc- 
cess in  part  because  of  this.  A  unique  graph- 
ical user  interface  can  lock  users  in;  this  is 
why  Bill  Gates  and  Microsoft  are  defending 
their  secret  sauce  in  federal  court. 

\n  installed  base  of  customers  can  ensure 
future  growth — at  least  until  they  abandon 
you  for  someone  else.  Netscape  proved  the 
value  of  starting  out  with  this  key  edge — 
and  how  easy  it  is  to  lose  once  Microsoft 
wakes  up.  Brand  identity  helps,  even  if  you 
spend  a  fortune  to  build  it,  as  Yahoo!  has 

Some  less  tasty  ingredients,  of  course,  car 
spoil  things.  Manufacturing  prowess  alone 
isn't  enough  of  an  advantage;  just  look  at 
how  the  Japanese  were  one-upped  in  low- 
cost  production  by  the  Koreans.  Having  a 
strong  distribution  channel  isn't  enough, 
either.  Compaq  enjoyed  fierce  loyalty  from 
computer  dealers,  only  to  lose  huge  sales 
when  Dell  sidestepped  retail  stores  and  sole 
by  phone  and  Web  site.  Unfortunately  for 
Ciena,  the  recipe  for  a  secret  sauce  may 
come  too  late.  ■ 


b 
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Andrew  J.  Kessler  (akessler@velcap.com)  is  a  g  neral  partner  of  Velocity  Capital  Management, 
a  technology  and  communications  investment  company  in  Palo  Alto,  Calif. 
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Big  stocks  too  pricey?  Small  stocks  too  risky? 
Try  a  midcap  mutual  fund.  Here's  a  good  one. 

Middle-market  funds 


By  James  M.  Clash 


Chris  McHugh  of  Turner  Midcap  Growth 

The  world-class  biathlete  (running,  biking)  runs  a  pretty  good  fund,  too. 


As  manager  of  a  large-company 
growth  fund,  Robert  Turner  puts 
clients'  money  into  stocks  like 
Microsoft  and  Johnson  &  Johnson. 
But  die  founder  of  Berwyn,  Pa. -based 
Turner  Investment  Partners  has  put 
the  bulk  of  his  own  retirement  account 
into  the  firm's  Midcap  Growth  Fund, 
filled  with  medium-size  companies  like 
Jabil  Circuit  Inc.  and  Henry  Schein, 
Inc.  "I  can't  remember  a  time  when 
midcaps  were  more  attractively 
priced,"  Turner  declares. 

In  a  market  where  most  of  the 
action  involves  megamergers,  Internet 
startups  and  giant  capitalization  stocks, 
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smaller,  less  glamorous  companies' 
stocks  have  lagged.  The  Russell 
Midcap  Index  (median  market  cap: 
$2.9  billion)  has  run  nine  points  a  year 
behind  the  large-company  S&P  500 
index  over  the  past  three  years.  As  a 
group,  midcaps  trade  at  25  times  trail- 
ing earnings,  compared  with  30  times 
for  the  S&P  500.  But  here's  die  anom- 
aly: The  midcaps  are  growing  faster — 
an  average  of  16%  a  year  in  earnings 
per  share  over  the  past  three  years, 
versus  13%  for  die  big  companies. 

Someday,  says  Turner,  the  sector 
will  rally.  When?  Who  knows — but 
history  seems  to  be  on  the  side  of 


Aim  down  the  middle 


Otti 
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Fund 

5-year       Annual 

annualized   expense 

return*      per$10( 

Dreyfus  MidCap  Index 

16.6%         $0.50 

Federated  Mid-Cap  Fund 

16.1             0.60 

Marshall  Mid-Cap  Value 

13.7              1.24 

T  Rowe  Price  Mid-Cap  Growth 

19.3             0.95  | 

*Through  Nov.  30. 

Sources:  Forbes,-  Upper  Analytical  Services:  Morningstar,  lrn 
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These  midcap  funds  combine  good  risl 
adjusted  returns  with  low  costs. 


Turner's  prediction.  According  to 
study  by  Prudential  Securities  ar 
the  University  of  Chicago,  midsi: 
stocks  have  gained  an  average  of  1 
percentage  points  more  per  year  thu  j 
large-cap  stocks  over  67  years,  ar  aj 
with  similar  risk. 

If  you  want  a  stake  in  this  sectc    ±{ 
Tip's  Midcap  Growth  is  worth  consi ;  ^ 
ering.  To  run  the  fund,  Turner  picki 
34-year-old  Christopher  McHugh,  ft 
merly  a  basic-materials  analyst  at  T 
During  McHugh's  26-month  tenuj 
as    manager,    Midcap    Growth  h 
gained    25%    annually   on    avcrat 
compared  with  18%  for  the  Russ 
Midcap  Index. 

Like  many  growth  manage 
McHugh  wants  a  company's  expect 
earnings  growth  (expressed  in  p«i 
centage  points)  to  equal  or  exceed 
forward  price/earnings  ratio,  althou 
this  is  not  a  requisite.  Amo 
McHugh's  holdings,  Office  Depot 
a  projected  1999  growth  rate  of  25 
while  its  forward  p/e  is  19;  medic 
supplies  distributor  Henry  Schei 
projected  growth  next  year  is  3( 
while  its  p/e  is  19. 

Ai  all-too-popular  strategy  is  to  I 
stocks  with  positive  earnings  surpri.' 
Among  blue  chips  the  opportunitie.1 
profit  are  probably  slim,  but  McHi 
savs  the  strategy  works  in  his  sector, 
die  105  stocks  in  his  $31  million  p< 
folio,  roughly  80%  qualify. 
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5  If  a  stock  disappoints,  McHugh  usu- 
lly  unloads  it.  Sometimes  it  doesn't 
ten  have  to  disappoint.  Brylane,  a 
ew  York  catalog  clothing  retailer 
•ported  earnings  of  73  cents  last 
pramer,  on  target  with  consensus  esti- 
iatev  McHugh  didn't  like  deteriorat- 
es in  the  company's  Lerner  divi- 

00  .\nd  dumped  his  holdings  at  S49. 
rylane  now  trades  at  $22. 

i  Jahil  Circuit,  a  St.  Petersburg,  Fla. 
jjrsonal    computer    circuit    board 
laker  with  a  S2.2  billion  market  cap, 
McHugh's  most  recent  purchase. 
h  October  it  reported  earnings  of  35 
pits  per  share;  the  consensus  had 
Den  32  cents.  He  bought  it  the  next 
ly  at  S3",  "pc  makers  had  significant 
rmand  increases  in  the  third  quarter, 
rid  it  was  just  a  matter  of  time  before 
hat  would  runnel  down  to  contrac- 
ts," he  says.   Jabil  now   trades  at 
round  $60,  and  McHugh  is  holding 
n.  "They  are  benefiting  from  the 
pntinued  move  to  outsourcing  in 
'•lecommunications  ,\nd  P<  s,"  he  says. 

1  McHugh  often  looks  to  tip's  small- 
iip  hind,  now  closed  to  new  investors, 
U  in  incubator  for  midcap  stocks. 
•  bout  30%  of  his  holdings  are  gradu- 

es.  The  small  cap  fund,  for  example, 
•ought  clothing  retailer  Abercrombie 
k  Fitch  in  late  1996  at  SI 6.  By  March 
1997  the  stock  had  jumped  to  $30 
Jid  the  market  cap  to  $1.5  billion,  and 
ncHugh — seeing  impressive  store 
kpansion — bought  in.  Abercrombie 
hdes  now  at  S56;  its  earnings  for  the 
last  quarter  were  47  cents  per  share, 
|4%  above  the  consensus  estimate. 
i  Interested  in  a  midcap  hind?  Make 

ire  you  get  the  genuine  article.  A 
land  can  sometimes  squeak  by  a 
bidcap  screen  with  a  hodgepodge 
iortfolio  that  averages  small  companies 

id  giant  ones.  Midcap  hinds  worthy 
If  the  name  must  have  at  least  two- 
jiirds  of  their  assets  in  companies  with 
Jiarket  values  between  $  1  billion  and 
15  billion.  Morningstar,  Inc.  counts 
list  88  with  midcap  in  the  name 
excluding  multiple  share  classes).  In 
he  table  we  show  four  that  combine 
food  risk-adjusted  returns  with  low 
losts  of  ownership. 

Note  that  the  Turner  Midcap 
lirowth  Fund's  annual  turnover  is 
jigh  at  150%,  so  hold  it  in  a  tax- 
ieferred  account — just  as  large-cap 
hanager  Bob  Turner  does.  ■■ 


San  Francisco's  Mission  Bay  site 

Owner  Catellus  Development  will  convert  the  old  rusty  rail  yard  for  mixed  use. 

Acreage  plays 

REITs  aren't  the  only  way  to  play  real  estate. 
There's  a  more  capital-gains-friendly  way. 


By  Stephane  Fitch 

Most  real  estate  investment  trusts 
own  office  buildings,  shopping  cen- 
ters, hotels  or  apartments  and  are  in 
business  to  funnel  rental  income  to 
shareholders  without  paying  corpo- 
rate income  tax.  But  this  means  that 
nearly  all  the  income  is  taxed  at  regu- 
lar rates,  which  at  the  top  Federal 
bracket  is  around  40%.  If  you  want 
capital  gains  from  real  estate,  there  is 
a  better  way  to  go. 

Consider  St.  Joe  Co.,  a  former  paper 
and  sugar  concern  in  Jacksonville,  Fla. 
In  1996  St.  Joe  set  out  to  become  a 
real  estate  company,  selling  its  mills, 
and   along  with   them  most  of  its 


income.  Though  St.  Joe's  $2.2  billion 
market  capitalization  is  70  times  its  $32 
million  in  trailing  12-month  profits, 
the  stock,  now  at  $25,  may  be  worth 
buying.  St.  Joe  owns  1 . 1  million  acres 
of  pine  forests,  running  from  Jack- 
sonville to  Florida's  panhandle,  and 
former  sugarcane  groves  near  Miami. 
Paul  Puryear,  an  analyst  at  Raymond 
James  &  Associates  in  St.  Petersburg, 
Fla.,  is  very  bullish  on  the  stock.  Sub- 
tract $325  million  in  cash  on  hand  and 
another  $975  million  in  other  non- 
land  assets  from  the  market  cap,  he 
says,  and  you'll  pay  just  $900  million 
for  the  raw  land:  about  $820  per  acre. 
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A  St.  Joe  beach 

No  tractors  . . .  yet. 


Only  about  5%  of  St.  Joe's  acreage 
is  easily  developable,  with  the  rest  too 
remote  or  simply  more  valuable  as 
timberland.  But  in  Florida  land  can 
be  quite  precious  even  when  you 
can't  put  a  building  on  it;  last  July  St. 
Joe  sold  50,000  acres,  at  $2,670  per 
acre,  to  the  nonprofit  Nature  Con- 
servancy. Puryear  figures  St.  Joe  is 
trading  at  a  discount  of  20%  to  the 
underlying  value  of  its  assets. 

Then  there's  the  company's  home- 
building  subsidiary,  Arvida,  which 
plans  to  build  3,500  houses  at  13 
different  sites.  Next  year  come 
two  "resort  communities" — houses, 
condos,  shopping  malls,  restaurants 
and  hotels — near  Seaside,  the  natty 
panhandle  town  that  served  as  a 
movie  set  for  The  Truman  Show. 

Another  land-rich  company,  Flori- 
da East  Coast  Industries  of  St. 
Augustine,  is  a  54%-owned  subsidiary 
of  St.  Joe.  Most  of  Florida  East 
Coast's  $44  million  in  earnings  for 
the  year  ended  Sept.  30  came  from  its 
transport  operations.  But  the  value  is 
its  real  estate:  18,000  acres  from 
Miami  to  Jacksonville,  7  million 
square  feet  of  industrial  and  office 
space  and  permits  to  build  another 
14  million.  At  $34,  Florida  East's 
thiuly  traded  stock  is  trading  near  its 
breakup  value,  says  Puryear. 

Prefer  California  to  Florida?  San 
Francisco-based  Catellus  Develop- 
ment was  spun  off  by  Santa  Fe  Pacif- 
ic Corp.  in  1990.  Since  1995  it  has 
built  enough  houses  and  commercial 
buildings — and  won  approvals  to 
build  more — so  that  the  value  of  its 
holdings  has  tripled.  The  price  of  its 
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stock  has  nearly  tripled,  so  that  at 
$14,  Catellus  trades  at  36  times  the 
trailing  year's  earnings.  But  that  price 
still  represents  a  35%  discount  to  its 
liquidation  value,  says  Craig  Silvers, 
an  analyst  at  Sutro  &  Co. 

Catellus'  properties,  scattered 
around  the  West  but  concentrated  in 
California,  include  780,000  acres  of 
desert.  This  desert  is  far  from  worth- 
less: Catellus  is  in  talks  to  sell  half  to 
a  conservation  group.  It  also  owns  15 
million  square  feet  of  industrial  build- 
ings that  generate  rent,  and  enough 


Dirt,  cheap 


nership  he  controls  have  owned  56% 
of  the  stock.  Roth  has  a  nose  for  bar- 
gains and  a  20-year  record  of  making 
investors  rich.  The  stock  swings 
wildly.  It  has  been  as  high  as  $95  and 
is  now  at  $80. 

Alexander's  shouldn't  have  trouble 
winning  approval  for  a  large  tower  on: 
the  site,  and  expects  to  spend  $300 
million  there,  according  to  company 
filings.  Sam  Lieber  and  Marc  Halle, 
who  run  the  $40  million  Alpine  U.S 
Real  Estate  Equity  Fund,  are  hot  on 
the  stock.  They  think  Roth  is  near  a 
deal  for  a  luxury  hotel,  retail  and 
apartment  complex  that  could  boost 
Alexander's  share  value  to  $130. 

But  investing  in  land  requires 
patience.  Tejon  Ranch  owns  a  tum- 
bleweed-strewn,  270,000-acre  valle\ 
60  miles  north  of  downtown  Lo; 
Angeles.  Catde-raising,  horse-breed 
ing,  farming,  hunting,  mining  and  i 
few  movie  shoots  helped  Tejon  earr 
$2.2  million  on  revenues  of  $48  mil 
lion  in  the  year  ended  in  September 
But  that's  not  the  big  appeal. 

Someday,  Los  Angeles  couk 
sprawl  far  enough  to  make  Tejon  t±i< 
next,  say,  Burbank.  In  1997,  whei 
Times  Mirror  Corp.  sold  its  30° 
stake  in  Tejon  to  funds  run  by  Nev 


Company 


Primary  location/assets 


52-week      Recent      Estimated  breakup 
high  price  value/share* 


Alexander's 
American  Skiing 
Castle  &  Cook 
Catellus  Development 
Newhall  Land  &  Farming 
St  Joe 
Tejon  Ranch 


Manhattan/prime  city  block 
New  England/ski  resorts 
California/land  for  homes 
California/land  for  mixed  use 
California/land  near  Los  Angeles 
Florida/land  for  development,  timber 
California/land  near  Los  Angeles 


$95 

$80 

$100 

17 

8 

23 

22 

15 

32 

20 

14 

22 

35 

28 

37 

37 

25 

30 

33 

21 

21 

*Where  possible,  breakup  value  is  calculated  based  on  an  estimated  after-corporate-tax  basis. 

Sources:  Alpine  Management  &  Research:  ING  Baring  Furman  Selz:  Raymond  James  &  Associates:  Sutro  &  Co.:  Westcountry  Financial. 
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Landowning  companies  can  be  a  tax-efficient  way  to  invest  in  real  estate.  Look 
for  stocks,  like  those  above,  trading  at  or  below  a  company's  breakup  value. 


developable  land  for  21,000  homes. 
Like  Manhattan  real  estate? 
Alexander's,  a  department  store  chain 
that  went  bankrupt  and  closed  in 
1992,  owns  an  entire  city  block  on 
Manhattan's  tony  Upper  East  Side. 
Since  1995  Steven  Rodi,  his  Vornado 
Realty  Trust  REIT,  and  a  private  part- 


York  investment  firm  Carl  Marl 
Management  Co.  and  mutual  fur 
manager  Martin  Whitman,  specul 
tors  thought  Tejon's  time  had  com 
Up  went  the  stock  from  $  1 8  to  $4 
But  today,  the  tumbleweed  st 
blows  and  the  stock  idles  at  $21.  N 
for  the  antsy.  ■ 
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Information  for  Shareholders  January  through  September  1998 


Mannesmann  reports 
substantial  rise  in  profits 

I  High  volume  of  investment 
I  Order  intake  and  sales  up 


i 


mannesmann 


Mannesmann  reports  continued  high  growth  of  orders  and 
sales  and  a  substantial  improvement  in  the  result  of  ordinary 
activities  over  the  same  period  last  year.  All  sectors  contrib- 
uted to  the  gratifying  earnings  development. 
The  expectations  of  a  significant  improvement  in  the  result  of 
ordinary  activities  also  for  the  full  year  1998  over  1997 
remain  unchanged.  Engineering,  Automotive  and  Telecom- 
munications will  all  contribute  to  this  improvement  with 
marked  increases.  Mannesmann  expects  earnings  for  Tubes  & 
Trading  in  1998  to  be  on  a  par  with  last  year. 
Order  intake  through  September  increased  by  10%.  Sales 
were  up  by  20%.  At  S  3. 1  billion,  investments  were  very 
high.  The  number  of  employees  rose  by  9%. 

High  growth  for  Automotive  and 
Telecommunications 

In  Engineering,  the  marked  improvement  in  serial  business 
pushed  the  order  intake  up  by  4%  to  $  7.88  billion. 
At  $  4.9  billion,  Automotive  posted  25%  more  new  orders. 
Sales  by  the  sector  climbed  30%  to  $  4.8  billion. 
The  development  in  the  Group's  Telecommunications  sector 
was  characterized  by  continued  strong  growth.  Sales 
increased  by  38%  to  $  3.9  billion. 
Mannesmann  Mobilfunk  boosted  sales  by  31  %  to  $  3.2  bil- 
lion. From  January  through  September,  an  average  of  about 


Indicators 


Jan.-Sept.    Jan.-Sept.  Change 

1998  1997    absolute     % 


Orders  received         $  billion     19.783 


18.036 


1.747     10 


External  sales  $  billion     19.080 

Domestic  business  $  billion       8.621 
Foreign  business    $  billion     10.460 


15.943.  3.137  20 
6.909  1.712  25 
9.034   1.426  16 


Employees  (30.09. 


131,807       121,235      10,572       9 


Investments 


$  billion       3.110 


2.986        0.124 


190,000  new  subscribers  were  added  to  the  D2  network 
each  month. 

Mannesmann  Arcor  posted  a  75%  increase  in  sales  to 
$  0.8  billion.  By  quickly  launching  new  products,  Arcor  further 
enhanced  its  position  among  the  newer  fixed  network  carriers. 
Mannesmann  pushed  ahead  with  the  development  of  its 
international  telecommunications  activities.  In  Italy,  Mannes- 
mann increased  its  interest  in  OliMan  to  37.5%.  In  France, 
the  number  of  subscribers  using  the  services  of  the  mobile 
telecommunications  company  SFR,  in  which  Mannesmann  is 
a  shareholder  via  Cegetel,  rose  to  3.4  million.  In  Austria,  the 
fixed  network  carrier  tele.ring  (Mannesmann  holds  74.8%) 
prepared  for  its  market  entry  scheduled  for  December. 
Mannesmann  is  in  the  process  of  establishing  Mannesmann 
Euro.map,  a  new  European  telecommunications  company 
that  will  offer  multinational  customers  cross-border  telecom- 
munications services  from  a  single  source.  Mannesmann 
Euro.map  will  launch  operations  in  the  first  quarter  of  1999. 

We  will  be  happy  to  send  you  a  copy  of  our  Letter  to  Share- 
holders with  the  report  on  the  3rd  Quarter  1998. 

Mannesmann  -  working  for  your  future 


Mannesmann  Aktiengesellschaft 
D-40027  Dusseldorf,  Germany 
http://www.mannesmann.com 


Converted  at  the  official  fixing  rate  on  September  30,  1998:  DEM  1  =  $  0.5967 


Mannesmann  Corporation 
450  Park  Avenue,  24th  Floor 
New  York,  NY  10022-2669 
Call  1-800-356-9235 
Fax  (212)  826-0074 
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Spain  yes, 
France  no 


Capitalism  is  emerging  in  Europe,  but  the  pace  is  slow 
and  the  obstacles  massive.  So  you  should  be  very 
picky  about  where  you  put  your  money. 


By  Thomas  Easton 

SO,  THEY  FINALLY  GOT  RELIGION  in 
Europe:  Socialism  is  dying,  sales  of 
mutual  funds  are  exploding,  and 
maybe  they  will  even  find  some  way 
to  fire  redundant  workers.  On  the 
strength  of  such  suppositions,  Euro- 
pean stocks  have  raced  ahead  22% 
this  year. 

Be  careful,  warns  Lord  Robin  Ren- 
wick,  60,  a  director  of  London- based 
Robert  Fleming  Holdings  Ltd.  With 
Fleming  the  continent's  second-largest 
overseas  fund  operator  (after  Fidelity), 
Renwick  has  every  reason  to  be  bull- 
ish. But  this  former  key  adviser  to 
Margaret  Thatcher  on  economic  and 
European  affairs  is  not  particularly 
bullish.  He  likes  a  few  markets,  includ- 
ing those  in  Great  Britain,  Poland  and 
Spain,  and  he  likes  a  few  industries, 
including  defense  and  financial  ser- 
vices, but  he  thinks  Europe  as  a  whole 
is  destined  to  disappoint  investors  over 
the  next  few  years. 

Take  another  look  at  the  sudden 
popularity  of  stocks.  Sales  of  equity 
mutual  funds  in  Europe  for  Fleming 
blew  past  even  the  most  optimistic 
company  forecast:  up  60%  last  year. 
But  the  base  was  tiny.  The  25  open- 
end  funds  Fleming  markets  in  conti- 
nental Europe  hold  a  mere  $9  billion 
in  assets,  less  than  a  third  of  the  $30 
billion  Fleming  manages  in  a  highly 
successful  joint  venture  running  T. 
Rowe  Price's  international  funds.  The 
day  has  not  yet  arrived  when  you  see 
Parisian  shop  clerks  with  eyes  glued 
to  a  ticker. 

What  about  the  decline  of  social- 
ism and  featherbedding?  Again,  the 
evidence  is  mixed.  Earnings  at  Spain's 
privatized  phone  monopoly,  Tele- 
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Robert  Fleming  Holdings'  Lord  Robin  Renwick 
Look  for  layoffs. 


fonica,  have  been  racing  ahead  at  20% 
annually,  reflective  of  a  nation  shak- 
ing off  bureaucratic  lethargy.  But 
elsewhere  there  is  still  plenty  of  inef- 
ficiency to  go  around. 

France  has  poured  more  than  $12 
billion  into  resuscitating  Credit  Lyon- 
nais.  It  has  poured  $5  billion  into  Air 
France,  while  also  fighting  bitterly 
with  other  subsidized  airlines  to  block 
an  unsubsidized  linkage  between 
American  Airlines  and  British  Airways 
diat  would  increase  competition  across 
the  continent.  German  subsidies  for 
the  coal  industry  cost  $50,000  a  year 
for  every  worker.  "Europe  still  hasn't 
fully  got  the  message:  Adapt  or  die," 
says  Renwick. 

So  where  should  you  put  your 
money?  "The  one  that  fires  the  most 
will  hire  the  most,  and  the  employ- 
ment numbers  are  showing  it,"  Ren- 


wick says.  Compare  Great  Britain  and 
the  Netherlands,  both  with  flexible 
labor  laws,  to  rigid  France  and  Ger- 
many. Unemployment  in  the  U.K. 
and  the  Netherlands  is  below  5%;  in 
France  and  Germany  it's  10%. 

Some  of  the  smallest  and  least  devel- 
oped economies,  those  in  Poland  and 
Hungary,  are  undergoing  radical  trans- 
formations that  should  make  owners  ol 
business  assets  better  off  longer  term 
says  Renwick.  Poland's  price/earning; 
ratio  of  9  is  less  than  half  that  o 
Europe's    generally,    according    tc 

Morgan  Stanley  Capita^  1 
International  data.  At  16,  th<-  ..-, 
Hungarian  p/e  is  somewha  v 
below  the  European  average  i|  t 
You  can  afford  to  buyj  \(r< 
into  a  weak  country  if  yoij  tj 
stick  with  an  industry  that  'n  - ;> 
already  consolidating  Oi  Jr< 
restructuring,  says  Renwick*  :;p 
He  likes  AXA,  the  French  :", 
insurance  giant  that  owb 


-:te; 


*Is 
Mq 

Sir* 

ffcrT, 


large  stakes  in  Equitabl 
Insurance  and  Donaldsor 
Lufkin  &  Jenrette.  Stay  awa 
from  Deutsche  Bank,  h 
says:  The  German  giant' 
reputation  for  lousing  u 
acquisitions  will  be  reir 
forced  when  it  gets  throug 
with  Bankers  Trust. 
The  defense  industry 
another  one  he  likes.  British  Aerospac 
on  the  verge  of  acquiring  dasa  froi 
DaimlerChrysler,  and  the  Londoi 
based  gec,  in  defense  electronics,  a 
likely  to  be  the  only  surviving  defen 
competitors  to  American  giants  Boeir 
and  Lockheed  Martin 

Besides  individual  stocks  there  a 
funds  through  which  you  can  folio 
Renwick's  themes.  Among  opej 
ends,  Vontobel  Eastern  Euro] 
Equity  (expense  ratio,  1.7%)  has  71 
of  its  assets  in  Poland  or  Hungar 
Wright  Equifunds  has  a  Netherlan 
portfolio  (expenses,  1.7%),  ai 
Fidelity  has  a  U.K.  fund  (2%). 

Spain  Fund,  a  closed-end  < 
the  Big  Board  with  a  1.6%  expen 
ratio,  trades  at  a  15%  discount 
net  assets.  Fleming  has  a  $27  milli 
closed-end  Polish  fund  that  trac 
in  London  at  a  20%  discount,  b 
vou  have  to  be  equipped  to  ham 
some  big  tax  headaches  if  you  ws 
to  own  it. 
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Cl'LBERTSON,  president  of  A.N. 
liulbertson  &  Co,  a  financial  plan- 
g  and  portfolio  management  firm 
ed  in  Charlottesville,  Va.,  invests 
the  long  haul  rather  than  in  hot 
incept  stocks.  You  won't  find  any 
ternet  stocks  in  Culbertson's  $75 
on  portfolio.  Instead,  Culbertson 
s  out-of-favor  firms,  and  waits  for 
turnaround. 

One  such  pick  is  KeyCorp  (key, 

32     Culbertson  expects  that  after 

s  Ohio-based  bank  reports  1998 

ults,  its  stock  will  go  back  to 

s  52-week  high  of  $45.  Another 

vorite:  Citigroup  (C,  S50)  is  off 

13%  from  its  high.  Culbertson  thinks 

at    this    financial    giant — formed 

om  the  recent  merger  of  Citicorp 

d  Travelers  Group — will  boost  per- 

are  profits  from  $2.69  this  year  to 

3.47  in  1999. 


Special  focus 


Trucking  companies  arc  reaping  the  ben 
cfits  of  lower  fuel  costs  Diesel  fuel  is 
do\v  n  from  an  average  of  $1.19  a  gallon 
in  December  1997  to  SI  On  average  the 
eight  trucking  firms  below  sell  for  ten 
times  estimated  1999  profits  and  arc- 
expected  to  show  in  average  15%  earn- 
ings gain  in  1999. 

Express  lane 


Company 

Recent 
price 

1999  est 
EPS 

CNF  Transportation 

$34.13 

$2.92 

JB  Hunt  Transport  Svcs 

19.56 

1.61 

Old  Dominion  Freight  Lines 

11.50 

1.49 

Roadway  Express 

14.63 

1.45 

Transport  Corp  of  America 

12.25 

1.67 

USA  Truck 

12.00 

1.24 

Werner  Enterprises 

17.38 

1.32 

Yellow  Transportation 

16.38 

1.74 

Sources:  IBES  Inc.  via  OneSource  Information 
Services;  IBES  Express. 
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The  Barra  All-US  price  index  as  of  12/4/98 

Market  value:  $12.5  trillion 

P/E:  25.7 

P/E  minus  negative  EPS:  23.5 

Price/book:  3.8 

Yield:  1.3% 


6200 


5800 


5400 


5000 


12-month  closeup 


Performance 

Last  4  weeks 
Since  12/31/97 


Price 

3.0% 
13.8 


Total  return 

3.1% 
15.3 


4600 


-  Barra  index 

j  200-day  moving  average 


'90     '91     '92      '93     '94     '95     '96     '97 
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Index  or  investment 

%  chan 

ge  from 
5-year  high 

Barra  All-US  index 

1.5% 

1.3 

0.9 

H 

12.4% 

-3.6% 

SiP/Barra  Growth  index 

30.7 

-1.0 

StP/Barra  Value  index 

8.3 
10.6 

-5.3 
-3.8 

Dow  Jones  industrials 

-1.6 

S&P  500 

1.1 

Zl 

] 

19.6 

11.5 

22.6 

J               33.8 

-1.3 

-4.5 

-0.7 

0.0 

-8.0 

-25.5 

-29.7 

-19.4 

.so 

NYSE 

0.2 

Nasdaq 

3.9 

1 

PSE  Tech  100 

4.9 

EAFE" 

CRB  futures  index 

-1.1 
-2.0 

■ 

11.5 

-17.3 

1.2 

-8.8 
-40.3 

Sold  (Comex  spot) 
Yen  (perSUS) 

-1.4 
-1.4 

5 

Oil  (W  Texas  Intermediate) 

-7.8H 

Recent 
Best                                   Price 

2-week 
change 

1998 
EPS' 

Worst 

Recent 
price 

2-week 
change 

1998 
EPS' 

NFO  Worldwide                     $14.50 
Brylane                                22.38 
ACT  Networks                          14.00 

100% 

$0.66 

Pacific  Sunwear  of  Calif 

Twinlab 

Central  Parking 

$13.69 

-43% 

$1.05 

81 
70 

1.41 
-0.378 

12.56 
27.00 

-37 

1.16 

-36 

1.268 

Brooke  Group                        18.25 

66 
61 

NA 

PairGain  Technologies 
Seagull  Energy 

7.03 
7.44 

-36 

-35 

0.62 

-035' 

Arterial  Vascular  Engineering    50.81 

2.59" 

■stry  factors" 


Best 

2-week 
change 

Change 

since 

12/31/97 

Worst 

2-week 
change 

Change 

since 

12/31/97 

Liquor 

9.3% 

6.7 

6.2 

5.5 

5.2 

67.8% 

4.1 
38.8 
12.9 
-0.5 

Oilfield  services 

-19.8% 

-62.1% 

Real  estate 

Aerospace 

-16.1 

-14.4 

Electric  utilities 

Precious  metals 

-9.5 

14.6 

Paper 

Air  transport 

Oil  refining,  distributing 
Aluminum 

-7.9 
-7.8 

-15.6 
26.3 

r  period  ending  12/4/98.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  AORs,  REITs  and 
end  funds  are  excluded.  Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  large- 
'  ition  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  5A  price-weighted  index  of  100  widely  followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  'A  dollar- 

ninated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21  commodity  futures.  'Source:  Bridge-Commodity  Research  Bureau.  'Consensus  estimate. 

3  estimate.  'Flash  estimate  is  the  average  of  a  firm's  new  and  revised  estimates  received  over  the  last  four  weeks.  Flash  estimate  is  printed  when  it  differs  from  the  consensus  by  at  least  15%.  '"Shows  return  after  controlling  for 
w  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  sources:  Barra,  Inc.;  IBES  Express. 
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The  Dividend 


Corporate  vs.  government  yields 


6% 


Real  T  bond  yield1 


S&P  500 
dividend  yield 


I       1       1       I       I       1 
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Corporate  dividend  revisions 

3  000 

■  Positive 

2,500 

■  Negative  and  omissions 
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Industry 

Yield2 

Payout23 

P/E2 

Industry 

Yield2 

Payout23 

P/E2 

Auto  &  truck  mfg 

2.4% 

21% 

11 

Paper  &  forest  prods 

2.3% 

45% 

65 

Banking 

2.2 

26 

17 

Petroleum 

2.7 

74 

26 

Electric  utilities 

4.5 

77 

17 

Pharmaceuticals 

1.0 

43 

44 

Food  processing 

1.7 

40 

23 

Retailing 

0.6 

18 

33 

Health  care  svcs 

NM 

5 

Software 

0.1 

4 

40 

HE 


'i^'™1 


If  Wall  Street  stays  on  its  currer 
•course,  the  Standard  &  Poor's 
will  mark  its  fourth  consecutive  yea 
of  double-digit  returns.  As  in  thl 
prior  three  years,  capital  gains  wil 
claim  a  grossly  lopsided  share  of  thl 
market's  total  return,  while  dividen| 
income  will  be  insignificant. 

Eric  Ryback,  manager  of  St.  Loui:| 
based  Lindner  Dividend  Fund,  thinll 
income  will  soon  reemerge  as  a 
important  component  of  the  market  J 
total  return.  Ryback  thinks  that  thl 
deceleration  in  the  global  econornl 
will  put  a  squeeze  on  corporate  earrj 
ings,  which,  in  turn,  will  put  a  criro| 
in  stocks'  capital  gains.  The  Forbi 
ratings  for  Lindner  Dividend  Funj 
reflect  Ryback's  defensive  strategy:  si 
F  in  bull  markets  but  an  A+  in  beq 
markets. 

Though  most  of  Ryback's  $1.4  bi  I 
lion  portfolio  is  invested  in  jurj 
bonds  and  convertible  instrument! 
Ryback  holds  21%  of  the  fund  in  dij 
idend-paying  common  stocks.  One 
his  favorites  is  Snap-On  Inc.,  whul 
distributes  tools  to  service  stand  [ 
across  the  U.S.  Snap-On  sells  f<| 
$33.88,  or  27%  below  its  12-mon| 
high,  and  yields  2.6%. 


Company/industry 

Price 

Yield 

DRIP 
discount* 

1998  est 

payout 

ratio 

Ball/packaging 

$43.19 

1.4% 

5% 

28% 

Blount  Intl/machinery 

23.44 

1.2 

5 

17 

HB  Fuller/ad hesives 

43.00 

1.9 

3 

30 
38 

Lafarge/cement 

38.25 

1.6 

5 

Media  General/publishing 

48.69 

1.2 

5 

24 

National  City/bank 

69.50 

2.8 

3 
3 

49 
37 

Old  National  Bancorp/bank 

54.25 

1.7 

Popular/bank 

31.28 

1.8 

5 

34 

Company/industry 
British  Airways/airline 


Country 


UK 


ADR 
price 

$64.31 


New  Holland/farm  equip 
Rauma/industrial  equip 
Rio  Tinto/mining 
Teekay  Shipping/shipping 
Telefonica  del  Peru/telecomm 


Yield       P/E 


4.5% 


Fletcher  Challenge  Bldg/bldg  mtls    New  Zealand 

12.63 

7.4 

6' 

Gallaher  Group/tobacco                       UK 

28.63 

4.0 

14 

Netherlands  13.25  4.2 

Finland  13.56  3.7 

UK  47.00  4.4 

Bahamas  17.88  4.8 

Peru  13.63  5.4 


Dividend  data  as  of  11/30/98.  Stock  prices  as  of  12/4/98.  'Dividend  reinvestment  plans.  Does  not  include  discounts  on  optional  cash  payments.  'Yield  on  30-year  Trea; 
adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  2Capitalization-weighted.  dividends  divided  by  latest  12  months'  earnings  per  si 
extraordinary  items  are  excluded.  41999  estimate.  NM:  Not  meaningful.  Sources:  The  Individual  Investor  Revolution;  Value  Line  via  FactSet  Research  Systems;  IBES  Express. 
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More  than  14,000  thoughts  on  the  business  of  life 
now  all  in  one  deluxe  volume 

There  is  no  true,  lasting  success 
in  business,  without  success  in  the 
business  of  living,  of  life" 

\  — B.  C.  FORBES,  Founder  of  Forbes  Magazine 
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A  Gift  for  Every  Occasion! 


.iy  necessity,  by  proclivity, 
\ind  by  delight,  we  all  quote" 

-RALPH  WALDO  EMERSON 

life  begets  life.  Energy  creates 
\nergy.  It  is  only  by  spending 
vneselfthat  one  becomes  rich.' 

'-SARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for  easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks, 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plus 
shipping  and  handling.  [C1 4] 


To  Order  by  Phone,  Call  Toll-Free:  1-800-876-6556 


FJ8 


Arriba! 

_^^  Here  is  a  way  to  buy  into  a  valuable  American 
'^^^  franchise  at  a  south -of- the -border  price.  Mexi- 
can truck-  and  busmaker  Consorcio  G  Grupo  Dina, 
S.A.  (1997  revenues,  $890 
million)  has  been  flattened 
by  the  Latin  American  sell- 
off.  Dina's  $164  million  in 
NYSE-listed  subordinated 
convertible  bonds  due  2004 
plummeted  from  81  cents  on 
the  dollar  in  July  to  a  recent 
38  cents. 

Though  Dina  is  based  in 
Mexico  City  and  treated  as  a 
Mexican  company  by  The 
Street,  the  buses  and  trucks 
that  it  sells  are  mostly  made 
and  sold  outside  Mexico.  In 
fact,  only  23%  of  its  revenues 
come  from  Mexico.  WKmmi 

Dina's  U.S.  unit,  Motor 
Coach  Industries  International,  is  a  gem.  It  accounts 
for  all  of  Dina's  $47  million  in  operating  income — 
earnings  before  interest,  taxes,  depreciation  and  amor- 
tization. Motor  Coach's  sales  have  grown  at  a  31% 
pace  this  year.  Its  buses  are  used  by  many  major  transit 
authorities,  like  those  of  New  Jersey  and  New  York, 
and  its  largest  customer  is  Greyhound. 

Dina  is  not  trouble-free.  It  has  $700  million  in  debt, 
and  cash  flow  covers  interest  expenses  only  1.5  times. 
Dina  has  had  to  restructure  its  debt  in  the  past. 


Streetwalker  thinks  Dina's  8%  current  coupon  con- 
vertibles are  a  steal  at  38  cents  on  the  dollar.  They  sell 
at  bankruptcy  levels, 'though  the  company  is  a  long 
way  from  Chapter  1 1 .  In  September  Dina  hired  War- 
burg Dillon  Read  to  re 


m 


Dina's  highest-priced  bus 
Driving  up  U.S.  profits. 


Buy  in  1999 

_^^_  Few  companies  have  disap- 
"^™    pointed  investors  recently 
more  than  Atlanta-based  commodi- 
ty chemical  company  Georgia  Gulf 
Corp.  Its  stock,  at  a  recent  $17.75, 
is  about  where  it  was  seven  years 
ago,  and  nearly  every  Street  analyst 
is  bearish  on  it. 

Georgia  Gulf  produces  nearly 
$  1  billion  a  year  in  revenues  from 
three  major  businesses:  chloro- 
vinyls,  which  produce  caustic  soda 
and  PVC  for  plastic  pipes;  aromatic 
resins  like  phenol,  which  are  used 
as  adhesives  for  things  like  ply- 
wood; and  methanol,  which  is  used 
in  the  production  of  gasoline  addi- 
tives, windshield-washer  fluid  and 
formaldehyde. 

Georii  a  Gulf's  problem  is  not 
lack  of  demand.  Housing  and  con- 
struction    ue  been  booming,  and 
Georgia  Gulf  has  been  operating  at 
over  90        parity.  The  problem  is 

140 


The  horror 


pricing — it  is  selling  some  of  its 
products  essentially  at  production 
cost.  Operating  in  a  business 
plagued  with  overcapacity,  it  keeps 
its  plants  going  by  slashing  prices 
like  the  rest  of  the  industry.  All  of  its 
major  markets  are  in  the  grip  of 
deflation. 

"It's  horrific,"  says 
Paul  Leming,  chemical 
analyst  for  hsbc  Secu- 
rities. But  Leming  sees 
opportunity  in  the 
horror.  Georgia  Gulf  is 
the  lowest-cost  pro- 
ducer in  its  businesses. 
Its  plants  are  run  effi- 
ciently, which  is  why  it 
can  cut  prices.  Despite 
this,  it  will  likely  gen- 
erate over  $200  mil- 
lion in  cash  flow  this 
vear  and  turn  a  profit. 
Its  $450  million  of 
debt  has  remained  a 


nance  its  debt;  GE  Capi 
is  expected  to  head  up 
the  refinancing  of  $350 
million  in  debt. 

The  company  is  also 
planning  to  switch  its 
domicile  from  Mexico 
the  U.S.  and  delist  its 
shares  from  the  Mexic 
bolsa.  This  makes  sense, 
since  its  U.S.  unit  is  the 
main  sales  and  cash  flow 
engine.  In  fact,  Dina's 
top  executives  have 
already  moved  from  Mexico  to  Motor  Coach  head- 
quarters in  Des  Plaines,  111.  By  switching  home  coun 
tries,  Dina  executives  expect  to  reduce  the  premium 
they  pay  on  debt  raised  and,  as  a  result,  their  interest 
costs. 

The  restructuring  will  also  allow  Motor  Coach  to 
funnel  more  of  its  cash  flow  to  help  pay  down  debt  at 
the  Mexican  holding  company  level.  It's  limited  in 
doing  so  under  the  current  structure. 

Such  a  restructuring  should  push  Dina's  convertible 
bonds  to  over  70  cents  on  the  dollar — where  they  were 
trading  a  few  months  ago.  :t{ 

-Kerry  A.  Dolan     \; 
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Georgia  Gulf's  stock  price 
$40 

ratio  scale 


12/4/98 

Source:  Interactive  Data  via 
FactSet  Research  Systems. 

When  the  deflationary 
nightmare  ends,  look  out. 


constant  65%  of  assets  since  1994. 
Management  owns  over  20%  of  its 
stock — the  company  was  an  LBO'd 
spinoff  from  Georgia-Pacific  in 
1994 — and  is  extremely  careful  in 
spending  capital.  It  has  also  repur- 
chased 30%  of  its  outstanding  stock 
since  the  end  of 
1994.  The  acquisi- 
tion of  North  Ameri 
can  Plastics  this  year 
will  add  20  cents  to 
its  bottom  line. 

Given  better  price 
(in  November  PVC 
prices  rose  for  the 
first  time  in  18 
months),  this  highly 
efficient  producer 
would  coin  cash. 
Even  figuring 
depressed  prices  for 
another  decade, 
Leming  figures  the 
stock  is  worth  30% 
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Jiore  than  current  prices.  Georgia 
liulf  would  make  a  neat  fit  for  its 
|mch  larger  rival  Dow  Chemical. 
Next  year  will  be  another  bad 
bar,  so  investors  should  buy  on 
eakness.  -M.S. 

polish  crapshoot 

l^^  Here's  one  for  investors 
T^™    with  a  stomach  for  risk. 
li  Energv,  Inc.  has  drilled  eight 
rells — all  of  them  dry  holes — and 
sported  a  scant  S2.8  million  in  rev- 
Inue  last  year.  Yet  investors  value 

lis  tiny  Salt  Lake  City-based  outfit 
J:  more  than  $100  million. 

Why?  Poland.  The  company  has 
lisembled  oil  and  gas  drilling  rights 
I)  16  million  acres  in  Poland,  fully 
lac-fifth  of  the  country's  area. 
Houston-based  Apache  Corp.  has 

greed  to  drill  the  first  ten  wells  for 
l<  Energy — an  outlay  of  some  $50 
million — in  exchange  for  a  50% 
Merest  in  the  project. 
I  Analyst  Victor  Hughes  with  cibc 
|)ppenheimer  in  Houston  figures 
Jpache  could  find  reserves  of  400 
mllion  to  500  billion  cubic  feet  of 
■atural  gas  in  the  Lublin  area,  north 
If  the  Carpathian  Mountains  in 
hutheastern  Poland,  where  there 
re  known  reserves.  Such  a  find 

ould  be  worth  $100  million  to  ex 

nergy,  boosting  its  Nasdaq-traded 
mares  75%  or  more  from  their  cur- 
pnt  $8,  Hughes  says. 
I  FX  Energy  is  the  creation  of  Salt 
lake  City  exploration  team  David 
rid  Andrew  Pierce.  In  1992  they 
lired  a  geology  consultant  named 
l;rzy  Maciolek,  a  Polish  emigre.  FX 

nergy's  first  two  wells  in  northern 

aland  were  dry  holes,  but  because 
I  sank  more  than  $2  million  into 
lie  project,  Polish  officials  were 

jnvinced  the  outfit  was  serious  and 
iranted  millions  of  acres  more 
iiroughout  Poland.  Apache  is 
Ixpected  to  complete  the  first  two 
juthern  wells  by  January. 
I  This  is  a  crapshoot:  The  compa- 
ny's U.S.  operations  aren't  doing 
|  'ell,  and  it  has  only  enough  cash  to 
Inake  it  through  the  end  of  1999. 
hBut  with  ten  wells  drilling,  we  will 
ind  oil,"  David  Pierce  vows  of  his 
(jolish  adventure. 

-Daniel  Fisher   tm 
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Bullish  for  '99 


Grumpy 
Greenspan 
will  forge 
an  unholy 
alliance  with 
Bill  Clinton. 


Here  I  go  again,  still  optimistic.  I  expect  a 
strong  20%  gain  for  the  S&P  500  in  1999. 

No,  this  bull  market  won't  live  forever. 
I'm  no  "permabull,"  as  one  of  my  e-mailing 
critics  labeled  me.  Scan  my  15  years  of 
Forbes  columns  and  you  will  find  two 
extended  periods  of  bearish  calls. 
I'm  very  proud  of  them.  But  I 
don't  think  I'll  need  to  make 
another  one  until  2001.  I'm  pre- 
dicting two  more  good  years. 

Starting  in  September  we  have 
had  three  interest  rate  cuts.  Pre- 
viously when  we  had  three  cuts 
the  s&P  500  rose  19.4%  on  aver- 
age over  the  next  12  months. 

I  expect  more  cuts  in  1999. 
What  makes  me  think  so? 

My  reading  of  history  tells  me       ^^^^^ 
that  in  general  three  rate  cuts  is 
it — there  is  rarely  a  fourth  or  fifth.  With  an 
exception:  Usually,  when  the  rate  cuts  start 
in  the  second  year  of  a  presidential  term — 
1998  is  one — there  have  been  additional 
cuts  beyond  the  third.  Sometimes  five  or  six 
more.  Rate  cuts  when  inflation  is  low 
almost  always  promptly  lead  to  higher  stock 
markets. 

Grumpy  Greenspan  will  forge  an  unholy 
alliance  with  Bill  Clinton.  Clinton  badly 
wants  Gore  elected  in  2000  and  needs  easy 
money  to  get  him  elected.  Greenspan  badly 
wants  another  term  as  Fed  head,  and  Clin- 
ton makes  that  decision  in  the  spring  of 
2000.  Sacking  Greenspan  would  cause  a 
stir,  but  Clinton  can  be  ruthless  when  politi- 
cal advantage  is  at  stake.  And  history  is  lit- 
tered with  presidents  sacking  seemingly 
indispensable  Fed  chairmen.  Greenspan 
knows  this  and  will  play  ball  with  the  man 
in  the  White  House. 

Stocks  almost  never  fall  in  the  third  year 
of  a  president's  term.  That's  1999.  The 
third-year  median  return  is  23.4%.  Check 
out  my  May  4  column.  Greenspan  will 
cooperate  to  keep  the  string  intact. 

Market  risk  has  been  concentrated  in  the 
first  half  of  presidents'  terms.  When  we've 
had  material  corrections  in  the  second  year 
of  a  president's  term,  as  per  this  summer, 
the  third  year  has  been  particularly  robust. 

What  about  the  Y2K  problem?  Forget 


it.  It's  just  so  much  noise.  I  devoted  a 
full  column  to  it  on  July  6.  You  can  get 
that  column  in  my  archives  at 
www.forbes.com/fisher.  Just  click  on 
the  "Archives"  button. 
While  at  the  Forbes  Web  site,  get  my 
Aug.  10  column  showing  the 
U.S.'  35  largest  stocks.  My  allo- 
cation for  1999  remains  100% 
equity,  with  67%  of  that  in  the 
35  largest  stocks  and  the  other 
33%  spread  over  huge  continen- 
tal European  stocks,  with  a  few 
Japanese  global  exporters. 

In  1999  the  euro  will  work 
well,  which  is  great  for  Europe. 
Doubly  so  for  Italy,  since  its  head 
central  banker,  Antonio  Fazio, 
^^^^^      will  finally  be  subordinated  to  the 
European  Central  Bank.  So,  buy 
Istituto  Nazionale  delle  Assicurazioni  (26, 
INZ,  www.gruppina.it).  It  is  Italy's  best  finan- 
cial firm.  Yet  because  it  has  a  lackluster 
past,  it  isn't  richly  priced.  It  spans  insur- 
ance and  brokerage.  Its  Banco  di  Napoli 
operation  is  the  largest  bank  in  south 
Italy.  It  shouldn't  be  hard  for  INZ  to  see 
40  in  the  next  two  years,  which  is  25% 
per  year,  with  a  1.5%  dividend. 

I  also  like  $40  billion  eni  (59,  E, 
www.eni.it/english/home.html),  which 
produces  oil  and  natural  gas  and  petro- 
chemicals. It  is  among  Italy's  largest  and 
best-run  firms  and  is  among  Europe's  lead- 
ers in  all  its  operating  lines.  Having  lagged 
the  group  in  1998,  eni  should  start  catch- 
ing up  soon  and  could  easily  exceed  90  by 
2000.  It  has  a  2.6%  dividend  yield.  Its  great 
Web  site  will  be  particularly  useful  for  most 
investors. 

Sweden's  Astra  ( 18,  A,  www.astra.com) 
suffered  in  late  1998.  This  leading  pharma- 
ceutical firm  sells  half  its  broad  product  lint 
in  the  U.S.  and  half  in  Europe.  It  is  relative 
ly  cheap  and  should  see  30  by  2001. 

Other  huge  foreign  stocks  I'd  load  up  oi 
right  now  include:  Akzo  Nobel  (42,  AKZOY, 
www.akzonobel.com),  abn  Amro  (20,  AAN 
www.abnamro.com),  ING  Group  (56,  ing, 
www.inggroup.com)  and  Alcatel  (27,  ALA, 
www.alcatel.com). 

Merrv  Christmas.  ■ 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  manager.  His  third  book  is  100  Minds  that  Made  the  Market.  E-mail:  kenfisher@fi.com 
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Five  digits  on  the  Dow 


10,000  on 
the  Dow 
will  be 
a  stop- 
the-presses, 
interrupt- 
Oprah  kind 
of  event. 


One  of  the  most  interesting  dates  in 
market  history  is  Jan.  18,  1966.  On  that 
date  the  Djl  first  actually  traded  above  1000, 
although  it  did  not  close  there  until  Nov. 
14,  1972.  What  is  absolutely  fascinating 
about  the  1966  date  is  that  it  apparently 
was  a  nonevent.  There  was  no  mention  of  it 
in  the  usual  Wall  Street  columns  or  recaps, 
and  it  certainly  was  not  front-page  news. 
Thirty-odd  years  back,  there  weren't  as 
many  investors  as  there  are 
today,  and  most  people  had 
little  direct  stake  in  the  market. 

But  10,000  on  the  Dow 
Jones  industrial  average  will  be 
a  stop-the-presses,  interrupt- 
Oprah  kind  of  event.  When  will 
it  happen?  I  expect  to  see  the 
average  hit  five  digits  sooner 
rather  than  later,  with  a  better- 
than-cven  probability  that  it 
will  be  before  the  new  year 
dawns. 

My  bullishness  is  based  on 
my  market  studies  that  show 
continued  buying  strength,  mmm^^m 

continued  individual  interest — 
and  continued  negative  sentiment  among 
institutions.  That's  a  good  combination  of 
circumstances:  stocks  climbing  the  prover- 
bial wall  of  worry  I  also  look  for  heavy 
buying  from  mutual  funds  that  as  a  whole 
have  underperformed  the  market  and  need 
to  show  better  results  by  year-end. 

Is  there  a  sour  note?  Just  one.  I  am 
alarmed  at  the  number  of  bears  who  are 
suddenly  walking  on  four  hoofs  and  grow- 
ing horns.  One  strategist,  whose  approach 
utilizes  a  wide  array  of  data,  statistics, 
graphics  and  the  like,  has  long  been  nega- 
tive and  apparently  articulately  so.  Recently, 
at  a  conference  in  New  York,  he  noted  the 
size  of  the  crowd  and  apparently  shifted  his 
stance,  as  so  many  attendees  with  such 
interest  in  stocks  was  undoubtedly  a  posi- 
tive. That  would  seem  a  feeble  reason  for 
turning  his  back  on  all  his  statistics.  I  am 
less  than  heartened  by  such  would-be  bulls. 

Commentators  now  apparently  view  the 
glass  as  half  full,  while  a  few  scant  weeks  ago 
it  was,  "What  glass?"  Stocks  that  we  were 
told  to  sell  in  the  summer  are  now  coded 


hold.  I  have  never  understood  how  an 
investor  can  hold  something  he  has  already 
sold.  These  born-again  bulls  have  been  con- 
verted by  nothing  more  than  the  fact  that 
the  market  has  kept  rising. 

As  always,  my  advice  is  to  listen  to  the 
market  and  not  to  the  kibitzers.  The  market 
continues  positive.  From  the  July  17  top  to 
the  Aug.  31  bottom,  a  1,900-point  drop,  I 
tracked  $7  billion  worth  of  selling.  But  in 
the  1,900-point  recovery  that 
ensued,  I  counted  $46  billion  in 
buying,  which  shows  that 
investors  want  to  buy  a  lot  more 
than  they  want  to  sell.  As  the 
market  was  going  down,  there 
was  not  nearly  as  much  selling  as 
there  was  buying  when  the 
market  was  going  up.  You  might 
think  of  this  as  a  portfolio  where 
a  100-share  position  loses  one- 
quarter  of  a  point  but  another 
1,000-share  position  gains  one- 
quarter  of  a  point.  Net-net,  you 
are  ahead. 
m^^mm  For  all  the  talk  about  small 

stocks  and  secondary  names,  the 
market  is  still  focused  on  the  big  stocks. 
Which  big  stocks?  In  the  Nov.  2  issue  I  rec- 
ommended IBM  (169,  IBM),  which  is  up  38 
points;  America  Online  (91,  AOL),  up  24; 
four  drugs — Pfizer  ( 115,  pfe),  up  18; 
Warner-Lambert  (75,  wla),  up  6;  Eli  Lilly 
(87,  lly),  now  up  13;  and  Bristol-Myers 
Squibb  (128,  bmy),  up  31.  I  would  be 
inclined  to  hold  these  stocks,  but  I  would 
also  be  tempted  to  take  some  profits  (espe- 
cially in  tax-exempt  accounts). 

If  you  must  buy  something,  consider 
energy.  These  stocks  are  a  classic  contrarian 
play:  Energy  prices  are  terrible  and  there's 
lots  of  negativism  about  the  outlook  for  the 
price  of  crude  oil.  Most  experts  expected  to 
trade  to  $  1 0  per  barrel  and  maybe  lower.  I 
think  that  price  is  already  in  the  stocks,  and 
any  surprises  are  likely  to  be  on  the  up  side. 
With  dividend  yields  in  excess  of  the 
market,  you  get  paid  well  while  you  wait  for 
energy  prices  to  recover.  Atlantic  Richfield 
(66,  ARC),  which  yields  over  4%,  is  my  first 
choice.  Chevron  (83,  chv)  would  be  anoth- 
er stock  to  buy  in  this  depressed  group.     Hi 


aszlo  Binnyi  Jr.  is  president  of  Birinyi  Associates,  a  Greenwich,  Conn. -based  financial  consulting  firm. 
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■  income  strategy 

By  David  P.  Goldman 


Why  I  like  junk 


— 


During  August  and  September  credit-sen- 
sitive bonds — i.e.,  low-quality  or  junk — 
turned  in  their  worst  performance  relative  to 
Treasurys  since  the  early  1980s.  This  was 
caused  by  deleveraging  by  banks,  broker- 
dealers  and  hedge  funds.  The  deleveraging 
peaked  in  early  October,  and  credit  markets 
began  to  recover  by  mid-October.  Some 
issues  have  recovered  virtually  all  the  ground 
they  had  given  up  since  July.  Are 
there  still  bargains  out  there? 

Yes.  Where?  Not  in  emerging 
markets.  Bond  indexes  for 
emerging  markets  yielded  barely 
400  basis  points  more  than 
Treasurys  last  April.  It  was  600 
points  by  the  end  of  July,  and  by 
early  September  the  yield  had 
shot  up  to  1,700  basis  points.  It 
is  now  back  to  a  difference  of 
1 ,000  basis  points — ten  full  per- 
centage points  more  than  com- 
parable U.S.  Treasury  bonds. 

But  I  am  wary  of  these  mar- 
kets. Asian  issuers  have  made  a 
brilliant  recovery.  Korea's  ten- 
year  sovereign  issue  yields  just  ^^^^^ 
486  basis  points  more  than 
Treasurys,  compared  with  over  900  basis 
points  in  early  September.  Wrenching 
adjustments  in  Korea's  currency  and  finan- 
cial structure  have  given  the  country  a  huge 
balance-of-payments  surplus.  Korean  paper 
has  been  in  such  demand  that  it  has  become 
hard  to  buy  in  volume . 

At  these  levels,  Korea  is  no  longer 
screamingly  cheap.  Neither  are  its  neigh- 
bors, such  as  Thailand  and  the  Philippines. 
There  is  no  reason  to  sell  them  with  such 
good  yields,  but  I  would  rate  it  "hold," 
rather  than  the  "strong  buy"  of  September. 

Most  of  Latin  America  remains  outside 
the  risk  parameters  of  individual  investors. 
Brazil  still  has  to  convince  its  parliament  to 
accept  International  Monetary  Fund  condi- 
tions. The  country  is  running  a  substantial 
balance  of  payments  deficit;  IMF  funds  offer 
Brazil  a  bridge  toward  a  solution  of  its 
financial  problems.  Brazil's  long-term 
prospects  are  excellent,  but  even  at  1,100 
basis  points  above  the  Treasury  curve,  indi- 


Unless  you 
expect  a  U.S. 
recession  next 
year,  the  U.S. 
high-yield 
debt  remains 
cheap  by 
historical 
standards. 


vidual  investors  should  be  cautious.  Mexico 
and  Venezuela,  meanwhile,  will  suffer  from 
the  free  fall  in  crude  oil  prices.  The  prospect 
of  further  bad  news  from  these  markets 
dims  the  allure  of  the  relatively  high  yields. 

Considering  all  this,  I  have  sold  the 
emerging  market  debt  fund  that  I  bought  at  i 
the  Sept.  2  low.  So  why  do  I  say  there  are 
still  bargains  in  high-yield  paper?  The  answer 
is  that  I  find  U.S.  high-yield  debt 
appealing.  According  to  csfb's 
High-Yield  Index,  the  market- 
weighted  spread  to  Treasurys  of 
the  sector  now  stands  at  624 
basis  points,  down  onlv  slightly 
from  the  October  high  of  743. 
With  the  strongest  economy  in 
the  industrial  world,  the  U.S. 
remains  the  destination  of  choice 
for  global  investors. 

Unless  you  expect  a  U.S. 
recession  next  year,  which  seems 
most  unlikely,  the  U.S.  high- 
yield  debt  remains  cheap  by  his- 
torical standards.  Between  1992 
and  the  present,  the  average 
^^^^^      spread  for  this  index  was  450 
basis  points,  nearly  200  basis 
points  below  today's  levels. 

Bargains  also  abound  in  investment- grade 
debt,  although  selectivity  is  required  here. 
It's  time  for  profit-taking  in  the  banking 
sector,  which  has  recovered  smartly  from 
the  early  autumn  panic.  Much  cheaper  are 
long-term  bonds  issued  by  highly  rated  U.S 
insurance  companies  like  Hartford,  Met  Lift 
and  Aetna.  Better-rated  insurance  company 
issues  offer  150  to  200  basis  points  above 
Treasurys.  Stay  away  from  export-depen- 
dent manufacturers,  and  concentrate  on  ser 
vice  and  financial  companies  with  strong 
annuity  businesses. 

For  smaller  investors — in  this  case,  those 
with  less  than  SI  million  to  invest — I  woulc 
suggest  buying  a  good  no-load  mutual 
fund  that  specializes  in  high-yield  bonds. 
The  Forbes  Annual  Mutual  Fund  Survey 
(Aug.  24)  lists  its  Best  Buys  in  this  field.  If 
you've  discarded  that  issue,  you  can  peruse 
the  Best  Buys  lists  on  the  Internet  at 
wtt-w.forbes.com.  ■ 


, 


\u 


David  P.  Goldman  is  president  of  SG  Capital, 
E-mail:  dgoldman@pipeline.com 
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Martin  Sosnoff 


trends 


The  phantom  recession 


Isn't  the 
market  pricey? 
Yes  and  no. 
I  Four  hundred 
ofthcS&P 
500  stocks 
i  are  reasonably 
valued. 


Let's  shoot  all  the  economists  again. 
Encouraged  by  the  October  market  crash, 
thev  predicted  everything  from  a  slowdown 
to  the  next  worldwide  depression.  Not  the 
least  of  their  arguments  was  the  ominous 
"wealth  effect."  But  retail  sales  bounced 
back,  cars  are  moving  out  of  showrooms  and 
the  market  just  surged  above  its  July  peak. 

Inflation?  Oil  prices  are  near  their  wobbly 
lows.  Aside  from  cigarettes  (I  lewe  Philip 
Morris),  there  is  hardly  any  product-pricing 
power  in  the  world.  The  merger  of  Chrysler 
and  Daimler-Benz  was  motivated  by  the 
enormous  excess  auto  capacity — worldwide, 
probably  20  million  units. 

The  one  sector  of  the  economy  that  may 
weaken  is  capital  goods.  For  five  years  cor- 
porations spent  much  more  than  their  cash 
flow  for  plant  and  equipment.  Expect  cut- 
backs in  the  energy  sector,  in  technology, 
and  agricultural  and  industrial  equipment. 
Airlines  are  retiring  aircraft  from  Asian 
routes.  In  the  commercial  building  sector, 
hotel  and  office  occupancy  ratios  have 
peaked. 

This  panicked  many  economists.  Put  that 
decline  together  with  volatile  financial  mar- 
kets, inventory  cutbacks  and  our  spiraling 
trade  deficit  and  it  was  easy  to  project  zero 
growth.  By  autumn  GDP  was  supposed  to  be 
limping  badly  at  1%  to  1.5%,  a  sickly  pace. 

But  consumer  spending",  two-thirds  of  the 
economy,  saved  the  day.  It  is  actually  pick- 
ing up  speed.  The  public  is  traveling  by  air, 
buying  plenty  of  sports  utility  vehicles  and 
eating  out.  At  Christie's,  a  Van  Gogh  self- 
portrait  got  hammered  down  at  $71.5  mil- 
lion, almost  three  times  its  presale  estimate. 
Even  septuagenarian  tycoons  aren't  feeling 
much  pain. 

Now  the  equity  markets  are  burying  the 
economists'  recession  forecast.  The  recov- 
ery in  brokerage  stocks,  which  have  dou- 
bled off  their  panic  lows,  is  significant. 
Value  players  sopped  up  this  paper  in  late 
September,  early  October.  Keep  in  mind 
that  brokerage  houses  are  just  as  leveraged 
as  was  Long-Term  Capital  Management,  at 
about  25-to-l  debt-to-capital  ratios.  But 
the  market  is  saying  that  they've  learned  a 
little  about  controlling  bond  inventories 
and  margin  risk. 


Growth  stock  players  can  celebrate,  too. 
Stocks  like  Cisco,  EMC  and  Sun  Microsys- 
tems also  doubled  after  Greenspan's  easing. 
Technology  and  the  interest-sensitive  sector 
are  where  the  action  is,  and  this  should  con- 
tinue if  the  economy  holds  up.  For  more 
cautious  and  disciplined  players,  retailers  are 
still  cheap.  I'm  sticking  with  Saks,  Rite  Aid 
and  Lowe's. 

Isn't  the  market  pricey?  Yes  and  no.  If 
you  assume,  as  I  do,  that  earnings  momen- 
tum will  be  minimal  next  year,  the  market  is 
pricey,  particularly  the  s&P  500  at  24  times 
earnings.  But  X-out  the  Nifty  Twenty  and 
the  multiple  shrinks  to  about  20.  This  is  not 
cheap,  but  it  is  okay  if  ten-year  Treasurys 
behave  themselves  and  don't  yield  much 
more  than  4.5%.  Four  hundred  of  the  s&P 
500  stocks  are  reasonably  valued. 

I  am  intrigued  with  Microsoft  and  Berk- 
shire Hathaway.  Both  Microsoft  and  Berk- 
shire Hathaway  have  slept  while  the  market 
bounced  back.  Early  on,  Buffett  sold  his 
zero  Treasurys,  raised  $9  billion  in  cash  and 
held  on  to  his  pricey  Coca-Cola  invest- 
ment, some  $11  billion.  His  General  Re- 
insurance acquisition  closes  by  year-end, 
and  it  moves  the  locus  of  brk  from  an 
investment  house  to  a  worldwide  insurance 
empire.  Buffett  has  $25  billion  more  to 
reinvest  at  his  leisure. 

Does  Buffett  dream  of  becoming  the 
number  one  market  capitalization  in  the 
S&P  500  as  an  operating  company  and 
investment  house  in  tandem? 

Microsoft  shows  enormous  momentum, 
despite  all  the  challenges  from  the  Justice 
Department;  Java  software  teamed  with 
AOL;  and  the  Unix  computer  consortium  of 
IBM,  Sun,  Hewlett-Packard.  With  90%-plus 
gross  margins,  $17  billion  in  cash  and  a 
hungry  look  in  Bill  Gates'  eye,  Microsoft 
is  far  from  peaking. 

Curiously,  Wall  Street  has  little  to  say 
about  either  property.  Berkshire  is  a  cult 
stock  that  The  Street  can't  do  much  busi- 
ness in.  Microsoft  nonpluses  the  analysts 
who  can't  get  their  hands  around  this  run- 
ning story  of  Bill  Gates  versus  Janet  Reno. 

I  have  bet  a  bunch  that  out  of  this 
vacuum  comes  positive  new  chapters  for 
both  of  these  stocks.  tm 


Martin  Sosnoff  is  chief  investment  officer  of  Atalanta/Sosnoff  Capital  in  New  York  and  author  of  Silent  Investor,  Silent  Loser.  E-mail:  mts@atalantasosnoff.corn 
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Caught  up  in  the  year-end  scramble 

for  frequent-flyer  miles? 

Here  are  a  few  helpful  suggestions. 


Buddy,  can  you 
spare  a  mile? 

By  Rudy  Maxa 

Silver  Elite.  Gold  Medallion.  Premier  Execu- 
tive. Chairman's  Preferred.  They  sound  like 
street  names  for  hard  drugs,  and  in  a  way  they 
are.  They're  the  brands  for  the  elite  levels  of 
frequent-flyer  programs. 
Every  year  around  this  time,  you  can  see  business 
travelers  with  that  hollow-eyed  stare.  Mileage  junkies 
need  to  finish  out  the  year  with  enough  to  qualify  for 
elite  status.  As  year-end  approaches,  you  see  them 
checking  their  mileage  statements  and  scheduling  trips 
to  nowhere. 

There's  a  good  reason.  Amass  enough  miles,  and 
you  get  all  kinds  of  perks — most  importantly,  the  right 
to  reserve  an  upgraded  seat  long  before  hoi  polloi  get 
a  crack  at  front-of-the-plane  real  estate. 

We  don't  encourage  this  kind  of  behavior,  mind 
you,  but  if  you're  playing  the  game  here  are  a  few  tips: 

■  Look  for  the  shortest  hops.  Grab  one  of  those  us 
Airways  or  United  flights  between  Baltimore  and 
Washington's  National  or  Dulles  airports.  Sure,  it's 
only  40  miles  or  so,  but  you'll  be  credited  with  the 
500-mile  minimum.  If  it's  Delta  or  American  miles 
you  need,  consider  the  flights  between  Los  Angeles 
and  Santa  Barbara — you'll  barely  have  time  to  recline 
your  seat. 

■  [fit's  miles  you  need,  go  long.  You'll  find  the  cheap- 
er tickets  on  the  most  competitive  routes — New  York 
to  Los  Angeles,  for  example.  On  a  Wednesday,  check 
your  airline's  Web  site  to  see  what  city  pair  deals  it's 

146 


offering  that  weekend  at  a  steep  discount.  See  if  you 
can  steal  a  quick  long  haul,  leaving  on  Saturday  after-J 
noon  and  returning  the  following  morning,  for  examj 
pie.  If  you  have  to,  book  two  round-trip  flights. 

■  Play  one  airline  against  another.  Sometimes,  if  you 
can  prove  to  an  airline  that  you're  a  major  customer 

a  rival,  you  can  get  elite  stature  without  having  to  dol 
all  the  flying.  Write  to  the  frequent-flyer  customer  se  [ 
vice  department  and  enclose  a  copy  of  your  frequent 
flyer  statement  from  another  airline.  You  should  havd 
accumulated  at  least  100,000  miles  to  get  anyone's 
attention.  Tell  them  you're  a  frequent  flyer  who  is 
thinking  of  switching  allegiance  if  they'd  just  be  kindj 
enough  to  grant  you  elite  status. 

■  Don't  forget  that  some  airlines  will  let  you  accumu 
late  miles  toward  elite  status  if  you  fly  a  partner  airlirj 
So  if  you  really  need  12,000  miles  in  a  hurry  on  Am<| 
ican,  consider  flying  Qantas  or  Cathay  Pacific  (in  bus 
ness  or  first  class  only).  Need  United  miles?  Conside 
Air  Canada,  Lufthansa,  Thai  Airways,  Varig,  sas  or 
Mexicana. 

■  If  all  else  fails,  grovel.  If  you're  485  miles  short  of 
greatness  come  New  Year's  Eve,  call  the  airline's  eliti  | 
level  phone  line  and  ask  to  speak  to  a  supervisor. 
Throw  yourself  on  his  or  her  mercy.  Make  up  stories 
that  will  melt  a  heart.  Ask  for  just  one  more  year  to 
prove  yourself  worthy.  Hey,  sometimes  it  works. 
Besides,  junkies  know  no  shame. 
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tor  those  moments  when  Adeste  Fidelis 
■ails  to  fit  the  musical  bill. 

■Christmas  music 
Tfor  curmudgeons 


Jy  Albert  Innaurato 

re  you  bored  to  tears  with 

the  usual  Christmas  music? 

For  everyone  who  secretly 

.cherishes  darker  Christmas 

:morics.  Angel  Records  has  the 

grfect  holiday  disc.  It's  called  A  Dys- 

tnctional  Family  Christmas  and  it 

offers  twisted  classical  favorites  like 

Siegfried's  "Funeral  Music"  and  "A 

it  on  Bald  Mountain."  It's  for 

those  moments  when  "Hark,  the 

lerald  Angels"  just  doesn't  tit. 

Here  are  a  few  other  music  recom- 

lendations  for  when  vou  are  tired  of 


the  hoary  seasonal  staples. 

The  conductor  John  Eliot  Gar- 
diner grew  up  amid  wealth  in  a 
storybook  English  country  manor. 
Judging    by    his    lovely    new    CD 
i^on  Phillips  called  Once  as  I  Remem- 
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her,  John  Eliot  Gardiner  has  mel- 
lower memories  than  mine.  The  disc 
is  a  sweet  rendering  of  the  kinds  of 
English  medieval  carols  that  Gar- 
diner and  his  acquaintances  per- 
formed as  children.  As  beautiful  as  it 
is  offbeat. 

Hanukkah  has  some  lovely  new 
soundtracks  this  year.  The  past  few 
years  have  seen  an  explosion  in 
klezmer  music — the  fiddle,  clarinet 
and  mandolin -based  music  of  eastern 
European  Jewry.  The  old  form  has 
inspired  new  virtuosos  to  perform 
wild  riffs  on  old  familiar  tunes. 

A  new  two-CD  box  called  The  Soul 
of  Klezmer  on  the  Network  label 
gives  a  wonderful  overview  of  this 
lusty,  earthy  stuff.  For  my  money,  the 
pick  hit  of  the  package  is  a  rollicking 
little  number  by  the  New  Orleans 
Klezmer  All  Stars  called  "De  Kop  Tut 
Mir  Vey,"  or  "My  Head  Hurts  Me." 

For  a  more  restrained  and  lyrical 
take  on  the  same  musical  tradition,  try 
the  glorious  Itzhak  Perlman's  three- 
CD  Angel  box,  Holiday  Tradition. 

Can't  stand  the  holidays,  period? 
You  could  do  worse  than  to  hole 
up  and  duck  the  time  of  year  alto- 
gether with  a  wild  new  CD  called, 
simply,  Trilogy.  Trilogy  is  a  string 
trio — cello  and  two  violins.  Its  latest 
disc  is  devoted  to  tunes  by  the 
beloved  film-score  composer  Ennio 
Morricone — remember  the  sound- 
track to  Sergio  Leone's  Fistful  of 
Dollars) 

Cellist  Tristan  Schulze  arranges  the 
tunes  in  every  style  from  Papa  Haydn 
to  Jimi  Hendrix  with  bits  of  Bela 
Bartok  and  David  Bowie  thrown  in. 
My  favorite  track  is  called  "Too  Soon 
to  Die,"  but  I  prefer  the  original  Ital- 
ian title:  "Svegliati  e  Uccidi" —  "Wake 
up  and  Kill."  I'm  planning  to  play  it  at 
4  a.m.  Christmas  morning.  m 


1  One-stop  shopping 

n 

js  Already  SICK  OF  holiday  leftovers? 
5  Hollywood  isn't.  After  serving  up 
E  rehashes  of  Death  Takes  A  Holiday 
n  and  Psycho,  Tinseltown  is  redoing 
Ernst  Lubitsch's  The  Shop  Around  the 
Corner  (1940)  with  this  month's  e-mail 
love  story  You've  Got  Mail. 

The  original  is  better.  Set  in  Budapest 
between  the  two  world  wars,  it  pairs  the 
delightful  James  Stewart  as  a  hard- 
working clerk  in  the  Matuschek  gift 
shop  and  the  lovely  Margaret  Sullavan 
as  the  new  salesgirl.  At  sword's  point  all 


day,  they  unknowingly  exchange 
amorous  "Dear  Friend"  notes  by  night. 

Lubitsch,  an  immensely  talented 
refugee  from  Nazism,  was  a  nut  for 
realism.  He  rejected  the  simple  sales- 
girl's frock  Sullavan  had  purchased  on 
her  own  for  $1.98.  "Too  stylish,"  he 
said.  He  had  it  altered  so  it  did  not 
quite  fit  and  hung  it  in  the  sun  to  fade. 
Even  though  the  entire  film  was  shot 
on  a  soundstage,  Lubitsch  insisted  on 
filming  with  real  snow.  Which  meant 
keeping  30  tons  of  ice  on  the  set — the 
snowflakes  in  the  movie  are  really 
shaved  ice. 

While  Stewart  and  Sullavan  loved 
working  together,  one  of  their  final 
scenes  proved  to  be  especially  challeng- 
ing. Near  the  end  of  the  movie,  Stew- 
art's character  must  prove  he's  not  bow- 
legged.  Stewart,  embarrassed  by  his  own 
skinny  legs,  called  for  a  double.  Sullavan 
refused  to  work  with  anyone  else,  and  in 
the  end  the  shot  took  48  takes. 

Nora  Ephron,  who  made  the  new 
version,  is  not  the  first  to  re-spin  Shop's 
plot  line.  Nine  years  after  the  original, 
there  was  a  "snail-mail"  remake,  In  the 
Good  Old  Summertime.  The  Broadway 
show  She  Loves  Me  followed  in  1963.  All 
these  retreads  have  their  share  of  charm, 
but  it  is  the  original  that  truly  delivers. 
-ToMAS  Kellner 
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People  are  always  finding  new  things  to  collect.  Latest:  bank  checks. 

The  Wild  West  of  collecting 


tn 


By  Robert  Goff 

Jack  Weaver,  a  retired  Califor- 
nia banker,  started  collecting 
old  Wells  Fargo  checks  in  the 
early  1960s.  Weaver  had  been 
collecting  banknotes,  but 
when  the  price  for  a  single  bill 
hit  $300,  he  bailed  out  and  started 
collecting  checks,  which  cost  no 
more  than  a  few  bucks. 

These  checks  are  the  forerunners 
of  today's  personal  checks.  They  were 
issued  by  the  banks,  mines,  railroads 
and  other  commercial  seedlings  that 
sprang  up  in  the  fertile  soil  of  the 
western  territories. 

It  wasn't  just  the  low  price  that 
attracted  Weaver.  The  finely  wrought 
engravings  of  geysers,  redwood 
forests  and  gold  mines  offer  a 
window  on  both  the  early  history  of 
banking  and  of  California — two  of 
Weaver's  passions  (he  worked  at  Wells 
Fargo  Bank  for  43  years). 

Weaver  may  turn  out  to  be 
something  of  a  pioneer  himself. 
Western  bank  checks  still  don't  com- 
mand terribly  high  prices  as  col- 
lectibles, but  a  few  influential  dealers 
in  numismatics  are  betting  that's 
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going  to  change,  and  soon. 

"Thirty  years  ago  the  banknote 
market  looked  like  the  check  market 
does  today,"  says  James  Lamb, 
former  head  of  Christie's  coin  and 
banknote  division.  Lamb  points  to 
the  banknote  collection  of  Frank  Lev- 
itan.  Over  three  decades  Levitan 
spent  an  estimated  $200,000  build- 
ing his  collection,  which  sold  on  Dec. 
5  for  $5.4  million.  The  most  expen- 
sive lot  in  the  collection — and  the 


new  world  record  for  a  banknote — 
was  a  $1,000  U.S.  Treasury  certifi- 
cate from  1890  that  sold  for 
$720,000.  In  1970  the  same  note 
would  have  cost  about  $3,000. 

Lamb  figures  western  checks  will 
be  heading  in  the  same  direction,  and 
he's  not  alone.  Estimates  of  the 
number  of  serious  western  check  col- 
lectors now  number  between  500 
and  1,000 — up  from  a  handful  ten 
years  ago. 

This  influx  of  collectors  has  goosed 
prices,  but  not  much.  A  check  in 
good  condition  now  costs  around 
$20  to  $40,  up  from  $5  to  $10  a  few 
years  ago.  Rare  checks  from  states  like 
Colorado  and  Arizona  fetch  as  much 
as  $500,  and  the  best  examples  from 
California  can  run  higher  still.  The 
most  expensive  checks  in  the  market 
carry  famous  signatures,  like  that  of  ! 
gunman  Wyatt  Earp. 

"You  can  trace  the  macrodevelop- 
ment  of  the  early  American  West  »  tore 
through  these  things,"  says  Lamb,  ,  tpje 
who  likes  to  map  the  travels  of  checks  i  n'tm 
around  the  western  territories  by  the 
endorsements  on  their  backs. 
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Documenting  western  history:  The  stories  checks  can  tell. 
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Vignette.  "Yellowstone"  is  a  prized' 
image  for  collectors  of  financial  docu- 
ments. Rugged  terrain  meets  western 
economic  expansion:  Railroads,  farms 
and  mining  are  all  depicted. 

Payee.  Charles  Garrison  may  have     ■ 
been  either  an  employee  of,  or  a 
supplier  to,  the  mine. 


Paying  institution.  A  pioneer 

Montana  bank  founded  by  Samuel 

Hauser  in  1862 


Lithographer. 

The  bank  in  Wallace  quickly  cashes  draft- 
at  the  First  National  Bank  in  Helena, 
which  still  stands  on  its  original  down- 
town site  at  "Last  Man's  Gulch."  This 
transaction  takes  four  days. 


Helena  and  Frisco  Mining  Co' 


JJb.      '-""" 


/ 


■    |  ■ 

The  First  National  Bank  of  Helena 

Helena  .  Mont    |  • 


f 


■  Issuer.  Draft  issued 
by  a  silver  mining 
company  located  in 
the  town  of  Gem, 
Idaho — neither  com- 
pany nor  town  exist 
today. 

-Garrison  endorses 
check  over  to  First 
National  Bank  of 
Wallace,  Mont,  for 
payment  to  the 
account  of  White  & 
Bender — a  firm  that 
may  have  been  a 
supplier  to  the  mine 
or  a  general  store. 
Endorsed  checks 
were  like  cash:  Garri- 
son may  have  used 
this  check  to  pay  off 
debts  or  purchase 
merchandise. 
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IjSome  people  collect 
necks  from  specific 
me$.  banks,  mines  or 
liost  towns.  Others 
illect  according  to  the 
-graving  that  deco- 
des the  check's  tice — 
|ws  or  railroads. 
(Arcane  social  history 
lounds.  Dr.  Robert 
fundler.  Wells  Fargo's 
l-house  historian,  has  a 
lllection  of  early  checks  printed  by 
n  Francisco's  Women's  Coopera- 
te Printing  Union — you  can  see  the 
.lion's  identification  in  fine  engrav- 


You  can  trace  development  of  the  early  American  West  through  these  things." 


ing  on  the  bottom  of  the  check. 
Founded  in  1868  by  Agnes  B.  Peter- 
son, die  co-op  employed  women  shut 
out  of  the  male-dominated  trade,  and 


thrived  as  an  early  pillar 
of  the  women's  suffrage 
movement. 

Last  year  Weaver 
decided  it  was  time  to 
sell  most  of  his  collec- 
tion. In  the  past  30 
years  he  has  amassed 
more  than  200  impor- 
tant California  checks — 
worth  more,  on  aver- 
age, than  other  western 
checks — and  he  laid  out  only  $3,000 
to  do  it.  Says  Weaver:  "Maybe  they'll 
make  a  monkey  out  of  me  for  selling 
so  low."  M 


flo  "solutions,"  as  there  is  in  political  rhetoric. 

■ 

Photography 
is  economics 

■y  Thomas  Sowell 

notography  began  teaching  me  about  trade-offs  long 
:fore  I  studied  economics.  There  are  films  that  will 
ke  pictures  indoors  at  night,  without  a  flash,  but  you 
in't  make  as  good  enlargements  from  these  films  as 
<U  can  from  films  that  require  bright  sunlight.  Films 
lat  produce  color  slides  usually  give  much  more  vivid 
)lors  than  films  used  to  make  prints.  But  there  is  much 


less  margin  for  error  in  slide  films. 

Cameras  that  can  fit  in  your  pocket  and  figure  out  the 
exposure  for  you  are  all  the  rage.  But  these  were  not  the 
kinds  of  cameras  used  to  take  the  magnificent  photographs 
by  Ansel  Adams.  Convenience  and  quality  have  to  be 
traded  off. 

When  I  was  a  young  Marine  studying  at  the  Navy's 
photography  school  back  in  1952,  we  had  an  assignment 
that  required  multiple  trade-offs.  We  had  to  take  a  picture 
of  a  block  of  granite,  filling  the  negative  and  keeping 
everything  in  focus,  with  the  sides  of  the  block  remaining 
parallel  in  the  picture.  It  sounds  very  straightforward,  but 
it  was  diabolical  in  the  trade-offs  it  presented.  It  took  me 
45  minutes  of  trial  and  error  to  figure  out  how  to  take  that 
one  picture.  It  took  some  guys  an  hour  and  a  half. 

Just  pointing  the  camera  down  at  the  block  of  granite 
made  its  sides  no  longer  parallel.  Correcting  that  was  one 
of  the  easier  problems.  We  were  using  one  of  those  old- 
fashioned  view  cameras  like  Matthew  Brady  used  during 
the  Civil  War,  so  you  could  put 
your  head  under  the  black  cloth 
and  watch  the   picture   as  you 
adjusted  the  angle  of  the  back  of 
the  camera. 

When  you  were  in  close  enough 
to  fill  the  picture  with  the  block, 
the  area  that  was  in  focus  was  very 
thin,  as  in  all  closeups.  You  had  to 
remember  some  more  tricks  to  get 
the  whole  thing  sharp. 

Not  all  photographic  problems 
are  that  tough,  but  they  all  involve 
trade-offs.  There  is  no  free  lunch 
in  photography,  no  "solutions,"  as 
in  political  rhetoric.  Otherwise, 
there  would  be  just  one  "best" 
film  and  one  "best"  camera. 


A  talented  amateur  photographer,  Forbes 
columnist  Thomas  Sowell  is  planning  to  put 
together  a  book  of  his  photographs. 
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Why  would  you  use  a  film  that  was  not  as  sensitive  to 
light,  unless  it  had  qualities  that  the  more  sensitive  films 
did  not  have?  Similarly,  some  cameras  are  better  for  some 
things,  while  other  cameras  are  better  for  others. 

Most  of  my  pictures  are  taken  with  a  Pentax  67,  a  roll- 
film  camera  that  looks  like  an  overgrown  35mm  camera.  I 
bought  my  first  Pentax  67  about  20  years  ago.  However, 
as  my  income  rose,  I  decided  to  move  up  to  the  Hassel- 
blad,  usually  considered  the  top  of  the  line  of  roll-film 
cameras. 

So  I  traded  in  my  Pentax  67  cameras,  lenses  and  acces- 
sories, replacing  them  all  with  dieir  more  expensive  Has- 


Photography 
is  a  slice 
of  life  in 
another  way. 
Despite  all 
calculations, 
luck  is  still 
a  wild  card. 


selblad  counterparts.  After  a  couple  of  years,  however,  1 
realized  that,  for  the  kinds  of  pictures  I  happen  to  take— 
mosdy  scenery — the  Pentax  67  is  better. 

You  can  imagine  what  a  financial  beating  I  took  trading 
back  all  my  Hasselblad  equipment  for  the  corresponding 
Pentax  67  equipment.  Incidentally,  this  doesn't  mean  thaj 
fashion  photographers  or  those  who  take  informal  pori 
traits  should  give  up  their  Hasselblads,  which  are  great  fo  | 
those  kinds  of  pictures. 

Nor  do  I  use  my  Pentax  67  for  taking  pictures  undeJ 
water  or  for  taking  pictures  of  buildings  where  the  sides  oJ 
the  building  need  to  be  parallel,  lik« 
those  of  the  granite  block  in  photog 
raphy  school.  There  are  waterproo-  - 
cameras  for  pictures  in  the  pool  or  ii, 
the  rain.  For  pictures  of  buildings, 
have  another  Matthew  Brady-typ) 
camera,  though  it  cost  an  all  to< 
modern  price. 

In  my  Matthew  Brady-type  camen 

which  uses  individual  sheets  of  filr 

that  are  4x5  inches  each,  one  of  thi 

lenses  I  use  was  bought  at  a  sale  2 

^m  years  ago.  It  was  obsolete  even  therj 

which  is  why  it  was  on  sale.  But  if  yo| 

understand  its  limitations,  it  can  take  some  good  picture 

within  those  limitations. 

The  lens  is  what  is  called  a  Tessar-type  lens.  The  prot 
lem  with  such  lenses  is  that  they  do  not  adequately  covcfl 
the  size  of  film  for  which  they  are  designed.  Sharpnesj 
declines  so  much  away  from  the  center  of  the  picture  th; 
the  parts  of  the  image  near  the  edges  are  completely  unsa ' 
isfactory  However,  the  Tessar-type  lens  that  I  bought  w. 
designed  for  an  8x10  camera,  so  my  4x5  film  uses  only  tl 
center  of  the  image  it  produces — and  the  center  is  fine. 

Tessar-type  lenses  can  also  be  used  when  makinl 
enlargements.  If  you  are  on  a  budget,  the  same  lens  a  I 
be  used  on  a  camera  to  take  the  picture  and  then  uscj 
again  in  a  darkroom  on  an  enlarger.  Some  of  the  enlarg 
ments  that  helped  me  pay  my  way  through  college  we  I 
made  with  a  Tessar-type  lens,  and  people  commented  c . 
the  sharpness  of  the  pictures  it  produced. 

Photography  is  a  slice  of  life  in  another  way.  Despite  .  j 
our  calculations,  luck  is  still  a  wild  card.  After  using  :| 
elaborate  setup  for  taking  a  picture  of  Bridalveil  Fall 
Yosemite,  and  using  up  much  film,  I  happened  to  noti 
that  the  peak  of  El  Capitain  looked  good  from  the  sari 
spot.  There  was  only  one  sheet  of  film  left,  so  I  used 
None  of  the  many  pictures  of  Bridalveil  Fall  lived  up 
expectations,  but  the  one  of  El  Capitain  came  out  ma  J 
nificently  and  hangs  on  my  wall. 

Like  other  arts,  photography  has  become  subject  to  fa  i 
and  pretensions.  Just  as  there  are  tangles  of  ugly  metal 
front  of  many  public  buildings  in  the  name  of  "art,' 
tiiere  are  blurrv  photographs  of  ambiguous  scenes  that  <  j 
supposed  to  be  Deep  Stuff.  When  I  look  at  today's  prii 
winning  photos,  the  question  I  ask  myself  is:  "If  I  h 
taken  this  picture,  would  I  keep  it  or  throw  it  in  the  was  i 
basket?"  At  least  half  the  time,  I  would  have  thrown  it 
die  wastebasket. 
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•Associate-  Bachelor  'Master  'Doctor 

Business  (Mgmt,  HRM,  Health  Care) 

Management  of  Technology 

Psychology 

Law 

Southern  California  University 

for  Professional  Studies 

1840  E  17th  St  F 

Santa  Ana,  CA    92705 

800/477-2254  www.scups.edu 


Earn 
Your 
Degree 


B.S./M.S.  Degree  Programs: 

•Business  &  Health  Admin    •Hum 

Res  Mgmt   •ComputcrScicp.ee  "Envi 
Tonmcnul  Mgmt.  •Occup.  Safety  & 
Health  -Criminal  Justice 

Certification  Programs: 

1  E(  M.CECD,  HRM   Cert 

Pharmacy  Tech  i  free 


AtHomen,versity 


Columbia  cata*?7 

..Southern  ,  o00  -*?  'oS 

University    \  8     crt  " 


ABSOLUTELY  FREE  EVALUATION 
Bachelor's-Master's--Ph.D.  Degrees 
Based  on  life  and  work  experience 
Confidential-Fast-Student  Loans 
www.arrc.org  800-951-1203 
International  Fax:  812-285-8891 


gemstones 
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INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gemstones. 

Free  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 

Trade  &  Chamber  of  Commerce 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 

1-800-844-3100  or  FAX  502-338-9605 
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ORBES  MARKET  CLASSIFIED 
o  spouigni  your  specialty  ptvduct  or  service  to  cm  effluent  executive  audience: 
Call  Linda  Lortn  (212)  260-0620  or  Fax  (212)  260-8189  or 

E-mail:  Uoren@forbes.com 


houghts  on  the  business  of  life 


New  York  City's  law  outlawing  "canine  littering"  has  worked  with  outstanding  success.  Not 
because  of  the  citizen's  fear  of  fines  or  of  being  caught  in  the  dog's  act  by  a  passing  patrolman, 
but  because  of  the  staring-glaring  support  for  the  law  by  the  95%  of  people  who  are  sick  of  hop- 
scotching  down  sidewalks  and  off  curbs  trying  to  avoid  what  dogs  are  walked  fo  do.  Hence  the 
miraculous  working  of  an  essentially  unenforceable  law.  -Malcolm  Forbes 


Here  are  the  Thoughts  editor's  picks  of  the  best  quotes  of  1998 


|  Men  never  cling  to 
I  their  dreams  with  such 
1  tenacity  as  at  the 
j  moment  when  they  are 
|  losing  faith  in  them, 
?  and  know  it,  but  do 
1  not  dare  yet  to  confess 
|  it  to  themselves. 
\l  W.G.  Sumner 


l  We  don't  see  things 
i  as  they  are,  we  see 
1  things  as  we  are. 

a  A  NATS  NlN 


Going  to  church  does 
j  not  make  you  a  Christ- 
ian any  more  than 
i  going  to  a  garage 
makes  you  a  car. 
Lawrence  J.  Peter 


If  the  book  is  good, 
is  about  something 
you  know  and  is  truly 
written,  you  can  let 
the  boys  yip  and  the 
noise  will  have  that 
pleasant  sound 
coyotes  make  on 
a  very  cold  night 
when  they  are  out 
in  the  snow  and  you 
are  in  your  cabin. 
Ernest  Hemingway 


Two  women  in  one 
kitchen  are  one  woman 
too  many  or  one 
kitchen  too  few. 
James  Thorpe 


Money  is  what  people 
without  talent  use 
to  keep  score. 
Jeremy  C.  Epworth 


We  must  love  them 
both— those  whose 
opinions  we  share 
and  those  whose 
opinions  we  reject. 
For  both  have  labored 
in  the  search  for 
truth,  and  helped  us 
in  the  finding  of  it. 
St.  Thomas  Aquinas 


Good  friends,  good 
books  and  a  sleepy 
conscience:  This  is 
the  ideal  life. 
Mark  Twain 


Life  is  tough.  Three 
out  of  three  people 
die,  so  shut  up 
and  deal. 
Ring  Lardner 


A  friend  recendy  said, 
"Just  imagine  not 
being  famous — 
what  could  happen?" 
And  all  of  a  sudden 
I  saw  the  face  of  a 
passerby  on  the  street 
and  the  oddest  feel- 
ing came  over  me. 
Gloria  Swanson 


The  most  important 
thing  in  acting  is 
honesty.  Once 
you've  learned  to 
fake  that,  you're  in. 
Samuel  Goldwyn 


Only  men  who  are  not 
interested  in  women 
are  interested  in 
women's  clothes;  men 
who  like  women  never 
notice  what  they  wear. 
Anatole  France 


We  must  wrestle 
with  the  possibility 
that  something  in  the 
nature  of  the  sexual 
instinct  itself  is 
unfavorable  to  the 
realization  of  com- 
plete satisfaction. 
Sigmund  Freud 


An  intellectual  is 
a  person  who  has 
discovered  something 
more  interesting 
than  sex. 
Aldous  Huxley 


A  chicken  is  an 
egg's  way  of  making 
another  egg. 
Anonymous 


A  Text .  .  . 

Exhort  one  another 
daily,  while  it  is 
still  called  Today; 
lest  any  of  you  be 
hardened  through 
the  deceitfulness 
of  sin. 
-Hebrews  3:13 

Sent  in  by 

William  D.  Lawrence, 
Phoenix,  Ariz.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  given  to 
senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts,' 
arranged  alphabetically  by  subje 
are  available  in  a  900-page 
one-volume  deluxe  edition, 
Forbes  Book  of  Quotations: 
Thoughts  on  the  Business  of  Life. 
The  price  is  $40  plus  $3.50  ship- 
ping and  $1  per  item  for  handling 
(add  applicable  sales  tax). 
To  order,  please  call  toll-free, 
1-80057^6556. 
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